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October 10, 1942 
10102 .... 

• • .".bad a talk vitb MoOol'Mak •••• 

I eee. 

•••• and tbe7 got one of tba .. ••• Ba8J)ebire­
Maeeaobueet te deale vh1oh JOV and I jvet oan't 
vnderetand, JOU know. 

I know. 

• 

Wall, an~ the reevlt ie for ue ohlldren tbat 
we're to walt to .ate tbla appointaeot until after 
eleot1on. 

Well of - oh. 

And John will eea JOV durinc tbe .,ming and tall 
JOU about bie oonTereation with MoCoraaok. 

Uh huh. 

'!'be7' ra go111i to telegraph or aoaebod7 1e froa up 
there and aek ue to hold it up until after-
and MoOoraaok ie eatiefiad. 

MoOoraaok 1a eatiafiad to hold it vpt 

Ontil att~ eleotion, 

And I wonder how - how tbat 111 be 1f1 th - vall, I 
euppoee vbateTer ie aatiefaotOZ'J to MoOoraaok 
1f1ll be aat1efaotoi'J to n.7nn then. -

'!'bat' a ri.ght. 

All right , all right, I'll talk to Jobn then. 

OkaJ. 

Right. 

1 
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October 10, 1942 

Last night I cdled Gaston at nine o' clock and told 
him in couched language t hat inasmuch aa the State Department 
was fore-warned as to what was going on, I thought it was a 
mistake to seize any State Department pouches . Gaston 
agreed. 

Then we discussed whether we would ask the President 
about it first, and we thought we would see what pouchea 
turned up before we discussed it with t he President. It 
seems silly to me to unnecessarily irritate the State De­
partment at this time . 

• 

• 
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81 

HNJr: 

81 

BIIJr: 
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IIICJra 

81 

IIICJra 

s: 

B11Jr1 

81 

lOUr: 

8: 

' 

Bello. 

111'. lproul. Oo ahead. 

Bello. 

Oood 110rn1nc. 

Bello, .Ulan. 

Yeah. 

October 10, 1942 
10110 •••• 

Bow do .. 11: look w11:h the &IID8b1ne outt 

Well, 11: looll:e •• 1t we a1p1: eorape bJ. 

You t111nll: aot 

Well, 1:here1 e a poee1b1111:J. I1: doeen't look 
too br1gb1:, bu1: there'• a poee1b111tJ. We 
baTe a b1111on e1x twent7 here. 

I don 1 1: lr.nov what - now va1 t a a1nute - a 
b1111on - Just a a1nute now, I'a ge1:t1ng a 
peno1l - a - JOU -• totalt 

Yeah. 

Total, a b1ll1on e1x tven1:7. Jov 1e that atter 
JOU 1Te OpiDid the a&1lt 

Well, that'• attar eoae ot the aorn1ng aa1l. 
'l'here 1 a et1ll eoae to ooae 1n 1:hougb. We von 1 1: 
haY& all the aa1l t1ll about ele•en o ' olook here. 

I eee. Well, bow auob 1e that an 1noreaeet 
What wee 1t laet. n1cbtt 

Well, 1:he laet n1&ht'• t1gure at e1x tortJ­
t1Te vas thirteen th1rt7-one. 

Thirteen tb1rt7-one. I ••~ I see. And then 
b7 eleTen o'oloolt JOU 1ll ltnovt 

B7 ele•en o1 oloolt we'll baTe e•errth1ng exoept 
a tev eaall, eoa1:1:ered onee Whloh vouldn 1 1: 
aaoun1: 1:o &nJth1nc. 

2 
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IDI.Jrs 

81 

IDI.Jrs 
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HMJrs 
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1D1Jr1 

81 
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8: 

HMJr: 

81 

8: 

ID&Jr: 
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lfUl )'OU oall .. t 

I 1 U 4o tbat. 

Jow I 4141l1 t oall 70\1 baok laU n!.p1;. I 4on 1 t 
know wbetber &oolee told )'ou. 

Yeah, he - he 41d tell ae. r 

Beoau" I •aid tbat 1t )'ou wanted to speak to ••• 
I wa• hera. 

R1pt. 

But I - I don I t know whether )'OU acr•e4 w1 tb ••• 
but I telt there ¥al nOtb1114J to ba Ca1De4 Q' 
oall1Dc up tba bank• la•t n1pt. 

I aareed w1tb )'ou. I tb1Dk 1t •• wanted to 4o 
U, th1nlt 1t1 • the tb1nc to 4o, we oould 4o u 
better tb11 110rn1JII. 

Yeah. 

And we oan - we oan aove our tubtor1pt1on around 
&n)'W&J or el1a1na te 1 t. · 

Yeah. Well, )'Ou oall ae Juet &I I OOD &I )'OU 
th1Dk )'OU 1

V8 SOt all the aall, Will )'Out 

I'll do that. 

Thank )'OUo 

All r1pt. 

Thank iou. 

3 
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October 10, 1942 

Mr. Morgenthau spoke to the President about 10:45 t his 
morning, and the following is IDA Jr'a ana of the conversation: 

"How are you? 

"I have this suggestion to make . Inasmuch as the man 
you saw after me (Welles) moat likely has a pretty good idea 
what it is all about, our thought was not to examine the 
State Department's mail becauee they are fore-warned and it 
would only irritate them unnecessarily. 

"Do you agree? 

"Those pouches were put back yesterday, and I sent you 
that massage through Grace. They are on the boat and the Navy 
released the boat, and I suppose it has sailed. We haven't 
heard definitely. 

"For the next two days, we will watch the diplomatic 
pouches of other countries, and perhaps you can give me the 
final yea or no when I see you at supper tomorrow night. 

"I had a terrible migrain headache last night and that 
is why I asked to be excused. I went to bed right after supper 
and I thought you would understand." 

HU Jr then seld the following to Gaston, who was presen~ 
during the above conversation: 

"The President said, 'I think that is okay,' so I would 
get out orders not to examine any State Department pouches. 
We will leave it now for the di~lomatio pouches coming in and 
going out of the United States . 
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October 10, 1942 

!Ar, :Morgenthau spoke to the President about 10:45 this 
morning, and the following is IDA Jr 'a end of the conversation: 

"How ere you? 

"I have this suggestion to make, Inasmuch e.s the man 
you saw after me (Welles) most likely has e. pretty good idea 
what it is all about, our thought was not to examine the 
State Department' s mail because they are fore-warned and it 
would only irritate them unnecessarily. 

"Do you agree? 

"Those pouches were put back yesterday, and I sent you 
that message through Grace. They are on the boat and the Navy 
released the boat, and I suppose it has sailed. We haven't 
heard defini tely. 

"For the next two days, we will watch the diplomatic 
pouches of other countries, and perhaps you cnn give me the 
final yes or no when I see you at supper tomorrow night. 

"I had a terrible migre.in headache last night end that 
is why I asked to be excused. I went to bed right after supper 
and I thought you would understand." 

ID4 Jr then said the following to Gaston, who was present 
during the above conversation: 

"The President said, 'I think that is okay,' so I would 
get out orders not to examine any State Department pouches. 
We will leave it now for the di~lome.tic pouches coming in and 
going out of the United States. 
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IOIJrl 

Operator! 

JDIJr l 

Allan 
8pl'Oilll 

BMJr: 

81 

JD1Jr1 

81 

IIMJr 1 

8 1 

IIMJrl 

81 

IIMJr1 

S; 

8; 

HJC.Jr1 

Bello. 

Ill' . 8pl'Oill.. 

Bello. 

Bello , Xr. 8eoretal'J. 

low does it look nowt 

Ootober 10, 19~2 
11:12 a.a. 

:!!!'to~~e~O:!!:;~d ;:!1~~~~~~0:0::!~. a 
little late, but it doeen1 t look ae 1t there'll 
be a great deal in tbat. Our t11\11'1 n.ow 1a a 
bUlion a1x two a1ght. 

It'• Juet up eight a1llion, eht 

lfuht 

The l ast wae eixteen twent)". 

Yeah. 

I eee. 

Do J OU ha•• anr tiguree tro• the r eet ot the 
OOWltl')" )"ett 

No, but •• eoon ae I ha•e I - I want to - will 
be ta.lking with loolee and w1 th J OU. 

Yeah. lfell, that - on the bade ot our tiguru, 
we etill laok three ti•e it the reet ot the 
oountr7 ooaee up to aoratoh. 

Yea. Dou tbat inol ude the hundred a1lliont 

Yea, it doll. 

r or the Poetal and X.G. I.O. t 

Yea, it doe e. 

It doee. I 111. Okar. 

4 
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- 2 -

Well, then I'll hear troa J ou later. 

Yee, e1r. 

All r1pt. 

Jl1pt. 

5 
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Operatora 

IDIJra 

2nd 
Operator I 

RJCJr: 

c. 8. 
Young: 

IDIJr1 

I: 

HXJr: 

Y: 

BMJr: 

Y: 

Y: 

IDIJr: 

Y: 

IDIJr: 

' . 

Bello. 

Preei4ent Younc. 

Bello. 

Ooto-er 10, 1~2 
Ua4) a.a. 

• . •• •.•. • bJ Preeident Young. 

ll1pt. Bello. 

Bello, llr. 8eoretar,. 

Bow are JOU' 

All right. 

llr. Young, how -ohbae ooae in in JOur aa1l th11 
110rning' 

Well, the7 1re Juet - the aa1l wna late thil IIOrn­

ing and the71 re atart1ng it now, and- a - we're 
going to get the tigurtl in a tew ainutea. We 
aotuall7 got in and tall1e4 tour hundred 111ll1on 
ao tar. 

Pour hundred' 

Po\IJ' hundred a1Uion, and at the - hundred and -
two twndred a nd aixtJ aiUion ot the note• and a 
hlln4rtd and tort7 aillion ot the bon4a. 

Yeah. 

And, ot oourae, their aail waa Juat arr1Ted a tew 
•inutee ago, and 1t will be ooaing i n all 417 on 
aooount ot the late traina. 

I eee. 

And I th1nlt that we'll get Detroit and M1lwalllt .. 
and all thou later on 1n the dl'f. 

You baTen1 t got tboet Jlt' 

6 

Regraded Unclassified



I I 

R11Jr1 
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RIIJrt 
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IDIJr: 

I t 

RIIJr l 

I I 

RIIJrl 

It 

R11Jr1 
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And 110 I \bJ.nk 1n ano1iber hour, Wb7 - the7 1re 
br1nc1n& 1ihe t11\1He 1" nerT hn 111nuhe 1io .. , 
and 1n another hour I think we'll haTe - we'll 
haTe \he - \he - the b1g eubeor1pt1on 1n. 

Good. 

And I 111 - I 111 w1re 7011 ae eoo'n ae - in another 
hour Jue t uaoU7 how llllOh we haTe. 

Ooo4. 

But the - we had - we go t f our hundred 111ll1on - ­
t our hundred and one t o be e:uot - - up to about 
nine o 'clock thie aorning. 

I eee. Bow llllcht 

Pour hundred and one 111ll1on . 

Tha't wae up to nine o 1 ol ookt 

Yee, and, of couree, the aail ie Juet arr1T1ng. 

Ro , I don't underetand. Row lllloh- doe• that aean 
t hat tbat 1 1 all that 70U1TI gott 

'l'bat1 e all that we haT' 1n the bank that we 1 Te 
tall1e4 7et. The - the M1l 11 Juet arriT1ng, 70u 
lr.now. 

l o , l e t •• put 1 t t o 7ou, how auch 41d 70u haTe 
l aet night when 70U went hoaet 

'l'bree hundred an4 t ort7-one a1ll1on . 

Oh. 

¥d tbie aorning at nine o 1 olook we haTe tour 
"hundred and one 111ll1on. 

I eee. 

An4. now, of oouree, the- the aaile are - troa 
M1oh1gan and W1eoone1n and I owa, wbJ, 1t baen 1 t 
been counted 7et. 

I eee. 

7 
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HNJr: 

Y: 

RICJr1 

Y: 

HMJr: 

- ' -
Tbe .- 1t1

• Ju•t a rr1'1'1Dg. 

01ta7 . 

An4 we ' ll ban that in another hour. 

Right. '!bank J OU. 

All right. 

'!bank J OU. 

8 
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Oocober 10, 1,-2 
12119 p.a. 

••• praotioallJ ooaplete for ue. 

Yeah. 

-' billion a1z th1rt7-two a1111on. 

Oh-oh. -' billion eiz th1rtJ- tvO. 

That'• nine aiztJ-aix on the bonde • ••• 

line tiZtJ-tiz on the bonda, ••• 

•••• and alx aiztJ-aiz on the notea. 

8iz -alztJ-aiz on the nocea. 

How thaC 1 
• Juat - well, that 1 • about forCJ an4 

aeYen-tentha per oent of a f our billion iaaue, 
vh1oh ia about what our aubtoript1one and allot­
aenta haYe run on reoent preYioua ieauea. 

Yeah. 

8o that on that buh ve alght eorape b7 if the 
rett of the oountl'J hat ooae along on the - •• -
•• ve baYe. 

Well, I talked to Chioaco but the7 said their aall 
vaa late, theJ 41dn1 t baYt it i n, and eo f orth and 
eo on, and eo I - I Juat don't know, Btllot 

At I tte it, I don't th1nlt there'• aDJth1DC aore 
t o be 4one, oertainlJ not nov, on the banlte. 

Yeah. 

I th1nlt ve ban to wait and tte what· the total h 
and then deo1dt bow t o sake it fit if we haYt to. 

Well, euppoei~ by th1e afternoon we find for the 
oounti'J ve 4on t ban f our b1ll1on. What hln J OU 
got in a1ndt 

Well, then there' • two thine• 1n a1n4. lfe oollld 
e1 ther get eoaeth1ng aore fro a t he banltl on a - ae 
of laet n1ght bte1e • • • • 

'9 
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•••• or ve oould uke the purohaaa 41reot. 

Yeah, 7eah. 

And 117 ovn inolinat1on nov h to uke tha pur­
ohaaa 41reot. 

Uh huh. lbat'• J Our ovn lnolinationt 

Yeah. 

Of oourae, if •••J'7bo47 alae doe• •• vall •• 
•ev 'Iorlt, JQI von' t be 1bJ YlrJ •oh· 
•o, then if the7 - a't'II'JOna .. e1 •• well •• ve 
are, we'll Ju•t eorape bJ. 

Yeah, Jeah. 

And I th1nlt lf that' 1 the oal8 that that would 
be the va7 to leaYe lt, not to fix it up in 
•liT vaJ but to take it" •• it oaae. 

I'a inolined to aaree With J OU. 

Yeah. 

Well, are JOU - hov lona are JOU aoina to etaJ 
at roar offioet 

I'll be here •• lona •• J OU want ae, until ve 
baYe eoae final report. 

I vilh - I - I would appreoiate 1t 1t Jou would 
etaJ. 

1 111 be here. 

ThanJt JOU. 

All right. 

10 
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Ohairaan loolee 1e 'b\leJ on a lonc-dletanoe oall, 
and lire. ICorgenthau 1e oall1nc Jou. 

Okq. 

Right. 

Oo ahead. 

Bello. 

Ohairaan J:oclee. 

Bello. 

Bello, Heney. 

Bello, Marriner. Bell and I are e1tt1ng here. 
We've got the t1nal t1guree 1n trom Hew York •••• 

Yeah, I've tallted to Allan. 

•••• wblob- theJ've got tbe1r tortJ per cent ot 
the 1eeue • •• • 

Yeah • 

• ••• but I don't know ~ether the reet ot the 
oount17 Will do aa well. 

Well, 1t1 a co1ng be - 1t1 a go1ng t o be oloee. I -
I would doubt 1t. I - I tblnk that J ou're go1nc 
to get three and a lalt - between three and a lalt 
and tour. 

Yeah. 

'l'bree and a lalt will be J OUr 111n1111111. 

Yeah. 

v 
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•ow 1n talk1nc to two or 'bree ot th• tb1e 110rn1n1, 
the)' - the)', ot oou.r .. , ba•e oo•plalned about the 
qu .. uon ot u.e. Jlatt n.mnc Just•- eee. OJ.nel&Dd 
tell down ba4lr. 

Yeah. 

And be ea.1d that - tha' the)' Juet 414n'' en the 
etutt out in U•e, that t or - t or 01no1nnaU and 
Pi tteburlb and Oolu•bue and tbe .. o ther pointe, and 
the)' bad onlJ. one da7, and the)' Jue t didn't set a 
ohanoe. 

Yee. 

And I eaid, •Well, 7ou'•• fallen down ba417, Katt, 
on J Our etutt, and I vae Juet tellins r ou,• eo be 
told •e. Well , ; eaid, •tou write in to Dan, and 
7ou tell his Juet wbat. happened, • and - and Al 
1flll1ue bae oosplained and enr7 one ot fhe• ba•e 
eaid that - that tbe7 - ve - ve Juet dido t s1n 
the• enou&b not1oe; tht7 bad no obanoe to set eet 
and read)' to so; and tbe7 did the beet the)' oould 
vi til the U•e the t tbe7 bad. 

Yeah. 

That tbe7 bad to o•eroo•e the pr opasanda b7 the 
dealer• and I - tbrouchout the oountr, - that the 
dealer• bad reall7 don• a dieee"ioe on tbie thine. 
'!he7 - vall, pr.ot1oall7 all ot tb .. i ndioated that . 

Yeah. 

And tbe7 bad to tr, t o o•ercc•e a dieappointllen' 
beoauee the dealer• bad- bad buil' the• Uf and bad 
indicated that it tbe7 all etood that tbe7 d ''' 
tvo and a quar ter. 

Yeah. 

Al 1f1lllue sa•• •e eo•e ewriee on tha' picture 
tbie 110rn1ns, and which vae rather dieoonceruns, and 
I told hi• to call Dan - Dan up •••• 

Yee, be did, 
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•• •• and to gin Dan Juet what - wbat he 1d 1'IID into 
in Ph11&4elph1a. 

Be 41d. 

llow - eo when I ooneldtr tha whole thine, the - the 
organlud effort that the .. bo71 han -d• beto~ 
hand and the ••r7 lhort Uae that - that we'n cinn 
our own tellowe in the V1otor7 f'und Oo.aittee to 
reall7 - to do Aft7thinc and get the oiroulare out, 
I'• - I'• eoaewbat ... &84 to- to think we're cet­
tinc aa auoh ae we are. 

Yeah. 

It - it lhowe that - that - that 1t' 1 the larcut 
iuue that1 1 •••r 'been put out withou t a117 prepara­
U on aA4 - and an iuue that the - that the urktt 
juat 41dn 1 t want and had orcaniud aca1n1t, I think 
it1 1 a prettJ cood reeult. · 

Yeah. 

What I would 4o it I were 7ou, on Mon4aJ • • • • 

Yeah. 

•.•• Vben we t1nd out what the 10ore 11 ••• • 

Yeah. 

•• • • 1t 1t h lhort I vouldn 1 t hu1ta te a alnute -
I think it 11 - I think u'e a cood thine and that 
1ooner or later the7 - ve'•e cot to taoe UDat v1tb 
the Yolual ot tinanoing that ve 1 YI cot to do, il to -
11 to - i1 to 1&7 that the eu'b1or1pt1on1 were 
wbate'fer th17 are, ea1.. the7 1 re three and a halt, 
three 1eYen , three elgbt, and that the red took 10 
auoh, two hundred, or two t1ttJ, or t1Ye or what­
eYer the O&ll 11 on 1t~ that oonl14er1ng the tlae, 
the lhort Uae, that - that the thlnc vaa ope~ and 
the abort tlae the ooaal tte .. bad and the lara• 
aaount - the nr7 large aaount ot t1nano1ng that 1t 
vat that 7ou figure that 70u1re Yer7 well 11t11tied 
with the ruult,and the tact that r ed took what th17 
t ook h aertlJ a notice and thtJ ll1gbt juet aa wel1 
get to know that eooner or later that red will take 
whatt'ftr the7 don't take. •o• I - I - I think 
t hat - we vent to Congre11 aontbl aao , we got the 

( oont.) 
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autllorl tT to bU)' d1:reot'l:r know1n& tba t ve vould 
~Ye · to or fHlla& t~ t ve vould ~Ye to, and we 
got lt ae a .war aeaeure, and - and I woul4n1 t 
hui tate a a1nute to let the• know tbat we uee4 
it. I 4on 1 t - I think to tell thea trankl ;r the 
eituation i e better than to - than to - to not 
tell thea. 

Well, I ~Yen't talked that oYer here. I - I 
a l wa:re - I don''- a:r poli o)' ie- ie neYer to 
ooYer an:r~n& up. 

14 

Well, I -: I know tbat, and I - and I think 1n thle 
e1tuat1Qn t~t we 1 <re got a parteo1;l:r good eto~ 
on 1t, and I - and I ~nn1 \ the- and I bann t 
the el1ghteet oonoern; I'• not a b1t worried; and 
I don 1 t think tba t :rou • baY • an:r rea eon to be. 

Welli we'll know aore b;r auneet tonight. But -
and 111 be talking it oYer w1th the aan. 

Yea, and then on Monda)' aorn1ng 1 14 - l n talkin& 
to Dan he lnd1oate4 t~t :rou1 re not go1ng to 
deoi4e the thing an:rwa:r, aake an:r allotaent before 
Tueada:r , and tbat on Xonda:r we oould - ve oould 
deo1de w~t aaount of the Fed aubeorlpt1on it 
would be adY1eable to w1 thdraw. 

That' • rlgbt. 

What 1e 1U 

ftlat' • right. 

And- well, I - I- i t '• Juet a:r gueae tbat we'll 
be - we aa:r get the t our but 1t'll be qui te a 
aoratcb. low we oould, of oourae, 1f - lt 1t ~a• 
adYieable, we oould get out - we could ~Ye gotten 
out toda)' - Allan could aet v~te•er ie neoeuar:r 
and other banke - we could get out and we oould 
get an underwrltlng ot tne ditterenoe. But I Juet 
don1 t belieYe it1 e adYleable to. 

Well, I woul4n1 t urge :rou to do u . 
We oould. I 1 a sure we ooul4 - lt we'd ~·e ~d 
another .S.:r on tble, it would ~Ye been no probl ... 

(cont.) 
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But - but the uae e.1.111ent wa1 Jun - Juet ... 1nn 
ue. '!'be - both \hi t1111 lliiiiDt and ti'J111C to OYII'­
Oolle ,n o~~oe1t1on that th••• 4alln dealer• bad bu1lt 
u~. 

Yeab. Well, ok&J. 1'1~ be tel k1nc to JOU agaln. 

Ye1h, ok&J then. GoodbJ•· 

-
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Bello. 

Obai~an Jl:oolee. 

Bello. 

Bello. 

I've Juat been \alk1ng w1 th Oaaton and luhn and 
Bell .. .• 

Yeah. 

• ••• about th1e thing - about Mon4a:t 110rn1ng pub­
l1oH:t • ••• 

Yeah. 

16 

•••• and the:t are unaniaoua in their reoo .. endation 
that we aa7 nothing. 

Well, I don't tb1nk we abould aay an:tthing Mon4aJ 
110rn1ng • • •• 

. Jo • 

• • • • and I think that we ouabt to dete~ne what 
the - what we're going to 40, and what I wae NJ­
ing to JOU waa - what I tboucbt that after we'n 
daoide4, 1t it did appear neouear:t tor Pe4 to 
taka aoae ot the•• bonde •••• 

Iu. 

•••• that 4be71rt- thtJ1 re sotng to naturallJ­
J OU 1re going to want to - JOU re - JOU 1ve alwa:t• 
told thea attar an ieeue about the eubeoription, 
baven 1 t JOUt • 

Jo, no, Juet told thea the total. 

Ub bub. 

I- I haven't told thea. I- I baven't told thea. 
For inatance, I wouldn't tell thea that the da7 
before the iaaue - I did wben - when we were at 

(cont.) 
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peaoe, lNt I wollldn' t tell th• that on the 4&7 
before the ~eeue :rou boucht a hun4re4 a1111on 
dollar• worth of .. our1t1... I ueed to do that, 
a - a :rear &CO - two :reare - I . ha?en't done that 
1n a oouple - oh, that auet be a oouple of :reare 
e1noe I'•• done that. 

Oh huh. Well •• •• 

I'•• etopped that e1noe we'•• - e1noe there'• 
been a war go1ns on. 

Well , 1t eeeae to •• that • ••• 

I tell :rou, Xarr1ner - 1e there an:rbodJ there 
w1th :rou? 

•o, I•a 1n a - I'a 1n a booth. 

Oh, 

Yeah. 

Well , here'• the po1nt, tb1e- tb1e a1gbt b&Ye 
Yer:r bad pol1t1oal reperouee1one Just before 
eleot1on, an4 I • • • • 

Well, ruaore eoaet1ae haYe woree - woree r eper­
ouee1one eoaet1ae than the faot though 1f tbe:r •• •• 

Well, I underetand :rou bought three hundred 
a1ll1on. 

Well, we boupt - we boupt three hundred a1ll1on 
about, I think, ,. .. ter4a:r and the 4&7 before an4 
the 4aJ bef ore, but that- that'• - 1t'e between 
two and three 1 t 'll run. 

Well • • •• 

But that 1en't - that 1en't - that 1en't out of 
l1ne. We'n bought a lot aore than that 1n the 
paet, and, of oouree- well , let'• do tb1e, 
before :rou aake up :rour a1nd on 1 t def1n1tel:r ••• • 

Yeah • 

.... let'• walt unt1l llonda:r and eee what the 
etor:r - wha t the n or:r h and what the d1eou111o11 

( oont. ) 
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11, and I'd lUe to tali 1t o't'er w1th Allan, and 
betore JOU aake up Jour a1nd on 1t - betore JOU 
ahe &nJth1ng o.ut 1t JOU 1 d gl't'e &nJthing - well, 
let'• tali 1t o't'er llondaJ~ . 
Yeah, and I'• - l'a oerta1nlJ go1ng to tell the 
Pree1dent about 1t eo that he &nova, when I know ­
I aean, what · the tlnal t1auree are. 

Well , aure. Yeah, that'•- that ' & perteotlJ all 
r1ght. 

And I'd l1ke •••• 

But I do think the Prel1dent 0111ht to get thle -
thie 't'1ev ot 1t too that- the att1tude on the 
part ot tbeae deelere end aoae ot theee people 
tn1ng to run the rete up. 

Yeah. 

Don1 t JOUt 

Yeah, he knova that. I told h1ll that. 

And I think turther that - I th1nk ve, 1n ta1r­
ne .. to the - to our banke I think we ebould -
the Prea1dent ellould know that- that ve d1dn

1
t 

have auch t1ae to work on thie. 

I expect to tell h1a that. 

That - that 1t ve 1d have had - I 1a aure 1t ve 1 d 
have had another daJ or tvo diJI where our 
V1cton Fund Coaal tteee and the teUove .could 
have gotten to work, ve 1d have - 1n ep1te ot the 
oppoa1t1on, ve 1d ha'fe aotten 1t. 

X&Jbl. 

But - well, 1t JOU get three and a halt ae 1t 1e, 
another daJ would haYI made a lot ot 41tterenoe. 

Yeah. W,ell •••• 

So 1 - I - I think that - I think that 1t the 
Prel1dent got that - got that,. ••• 
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'!bat • •• • ·hol.14a7. 

19 

Well, tbat'• r11bt, thet 1 1 r1Cbt. Vel.l., of oouree, 
1t we oo\ll.d ha'fe deo1ded the darn tblnc l.ut -
on T\leeda7 or • l1ttll ~•rl.1er, 'but tbat 1

1 water 
OYer the daa. 

Well., we oo\ll.4n1 t 'beoauee there wee tb1e 41fferenoe 
of op1111on. 

Well, (laughe) thet'• r1sht . !here et1l.l ••• WbiB 
we 41d deo1de 1t. 

'!bat' • right, and there eUll 11 oow. 

And thet - thet'll al.••r• 'be - tbat'll - that UJ 
alw•r• 'be true, 'but I- I - I don' t tblnk the 
Pree1dent eho\ll.d - eho\ll.d feel • t al.l 'ba4l.7 when 
r ou tblnk of gett1ns three and • l:lal.f b1ll1on 1n 
al.aoet t wentr-four houre here w1th- w1th the­
the oppoe1t1on tbat there wae to • two per oent. 
I -I- I think 1t1 •- 1t1 1 prettr good. 

Oltq. 

And I th1nlt 1t - I'd trr to g1Ye h1ll tbat 1aprll­
e1on 1f I were r ou. 

Yeah, oltq. 

All r1ght. Goodbfe. 
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The last tiguree I had were three billion two, 
exoluei•e ot the red. 

Yup. 

What are theJ nowt 

20 

I'•• Juet gotten a hundred and tittJ aillion troa 
San rranoieoo and that bring• ue up to three 
b1111on three n1net7. 

Three billion three n1netJ. 

Yea, air. 

Row auoh ot that wae the - the Bank ot Aaer1cat 

I can 1 t tell troll the wire. 

It'• right within three ninetJ. 

Yea, air. 

I eee, I eee. Vell, how aan7 acre d1atriote haYe 
JOU got to hear troat 

Vall, these are all preliainai'J tiguree, JOU know, 
e1r, troa all or thea and I w111 get 1n the oour .. 
ot the afternoon a - a tira t1gure troa each 
dletriot. 

Vall, Mr. Bell'• ooainc out to the house whent 
(Talke addel At t1•• o'clock- he oan brine the 
t1guree with h1• or be oan haYe th .. out there, 
oan't het 

Yea, eir. Be will - he will haYe the tiguree then. 

All right. 

r1ne. 

-
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Al lan, I don't ••• anJ uaa, a a tar ae I'a oon­
oerned -- I don't know what loolaa baa in ~nd - ­
t o haTe JOU hanS around. 

We won't lulow t1nallJ anrthing Ull llondaJ aorn1na. 

llo. 

Well, I th1nk that'•- I th1nk that'• the anPer, 
and t here ' a noth1ng aora to do todaJ. 

llo. llow let ae au JOU one thing, when we do 
announoe it - I tll1nk I aekad JOU tll1a before, 
I'd like to aek JOU again- what would Jour adv1oe 
be about eaJing the part that the Syetea baa 
played 1n the buring? 

I think the beet thin& to do would be to ear 
juet what had been dona. 

Oh. Well • • •• 

I don't th1nk we want to ooYar up anrtll1ng. 

Wall, where do JOU tll1nk the ori t ioha 1a goina 
to !allt Who'• going t o set itt Who'• aoing to 
gat the orit1oiaat What'• JOur boneet opiniont 

Wall, ar honaat opinion ia that the oritioiaa ia 
goi~ to tall two WaJa, ona,that the offering 
waan t gauaed right to the aanat, and two, that 
with theee large aaounta and the work that haa to 
be done to eell euoh lara• aaounte that aor.e tlaa 
1a needed to - to do the aell1ng job. 

Well, who'• goina to set the oritioiea on nuaber 
onat !heJ're going t o oritloiza ae, aren't theJt 
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Wbatt 

I'll get 1t, won't It 

I think eo. 

Yeah, well, that'• vbat I'•• ea1d r1ght along. 

Yee, I th1nk the 8eoretar7 ot the Treaeur7 get• 
the or1 t1o1 ... 

Well, that'• What I••• ea1d r1~t along 1n the•• 
arguaente w1 th the red Board. It eomething go11 
vrong, I' ll get 1t. 

We abare reepona1b111tJ, but I think JOU get the 
or1t1o1••· 

22 

Yeah. Well, onoe 1t 1 e announced JOU oan 40 a lot 
down there to - to- on the att1tude that the 
pre" tak•• · 

Well, we oerta1nl7 w1ll do all we oan on 1t. 

Yeah. 

The1'•e - theJ'•e been qu1te sood on 1t - on th1e 
1eaue eo tar, but, ot oourae, the7 don't know now 
What the a1tuat1on 11. · 

• o , I don't think thiJ 40. 

Tbe7 don't know a thine. 

•o. 
Up - r1gbt up to thil .orn1ng theJ were talking 
about 1t1 • so1ng all r1gbt, eo ••• • 

Jo, I aean the Open llarttet Oou1ttee alwa7e aa1d 
the7 ebare the reepone1b111tf, but nov that eoae­
th1ng1e gone wrong I'a atra1d that I'll be the 
tellov that tbeJ're go1n& to or1t1o1se. 

I tb1nk that' 1 r1Sht. I think, a a I 1&1, we do 
ebare reepone1b111tJ, but J OU1ll get the or1t1o1aa. 

• 
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Yeah. OkaJ. Well, ae tar •• I 1a oonceme4, 
there' 1 110 need ot 1our • tan4111C bJ. 

All rlsh' · I 111 be 1n wuab w1 \h 101.1 lloll4a1 
aomlq then. 

Yeah. 

All rlsh'· '!bank 1 01.1 t or oa111ng. 

llllo1rt Yea. 

23 
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IIMtin« at Secretary ii>rgenth&u•a !lOOM 
October 10, 1942 

S100 P . ll. 

Pree•t 1 Secretary li>rgtnth&u 
Senator lllcC&rreD 
11r. lbite of the su .. r CO..S.ttee 
wr. o. w. Ball 
llr. H. D. lbit& 

(D.lring the C<m!erer>ce llr. Bell waa buey t&lephoni.Jl& or> a.- bolld 
mattere.) 

The conterenoa waa called at Senator VcCarren '• request . 
Senator VcC&rren stated that in view of his undarat&Dding with the 
Secretary on tho exiatenoe of a truce on aU"r legialetion, be 
wanted to 1JUba1 t to tha Secretary a Bill llhich Senator llcC&rran 
cO<>~plated IJUbaitting. The Bill, be stated, conabted of three 
parte. (A cow of the oonteoaplet&d B1ll 11 appellded. ) 

24 

Part I """ to pro'ride that the silver now bebl.ui silver cel'­
ti!ic&t&s could be lelld-leaaed !or non...consu=pti ve uses, the ~lnr 
to be returned to the Treaaury artor the war. Th1.a provision would 
make it possible to use ailver bebl.ui silver cert1!1cates in the 
defense plants t o Ylhioh the free silver h&a been allooated . In 
th1a I!Wlner the frea silver would be liberated tor other uses. 

Part II would grant authority to make available at 71.11 cents 
an ounce the free eilver to the mari<et !or war production purpoaaa . 

Part m would provide that the Treaaury puroh&aa all newly­
aiJ>ed ckaeat1c aUrar at ita monetary price of $1.29 an ounce. 
Purch&aea are to be •da at th1e price during the war, and attar 
the war to the extant tbat Treawry sil"r• -.de available tor con-
111111Pt1Te uaea, bas not been returned. -Senator lloCarran a aid that the higher price .lbr newly-mined 
allver would aaaure an increased production of copper end other 
strategic metals. Senator llcCarran said he hoped that the Secretary 
would favor the Bill. 

Secretary llorsanth&u reapollded that the queation of obtaining 
1ncraased supplies ot copper, laad and other atrategic • tala waa 
the reaponsib111 ty ot other agencies . JJa auapected that the beat 
wq to obtain increased .applies of those •tala ,... to pay prices 
!or that portion ot the ores that coat 110re to produce . He re­
m1Ddad the Senator that was a1rudy beins done in the case ot 
J.:ichigan copper. The Secretary went on to .. ,y that so far as the 
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Treaaury 11 concerned., be waa opposed to the proposal . The Secretary 
stated• "X know you would like ,.. to be trank , eo I e.m expressing 
II1Y opinion which 11 that I don't think you Clll g~ t aw~ llith it.• 

Senator llcCarran said he \'lao disappointed as he hoped to f ind 
the Secretary sympathetic with the idea. Senator l.!cCarran said he 
had also hoped t hat no silver legielation \'lcul.d be presented but 
that Senator Green bad presented a Bill which in his opinion does 
not help the silver jalTelera because it does net add to the stock 
ot silver avaUable tor either non-war or war purposes . llr. H.D. "Whits 
pointed out that Green's Bill seeJMd to provide tor the identic&l 
a rrans•ent llbicb be was suggesting in hie Bill, na.mely the use 
o! aUver behind silver eertiticates for lend-leaaing tor ncn­
cone~n uses it the Secretary ot the Troaeury eo saw fit. 
Both Senator UcCarran and 'ilhi.te of the Silftr CCIDIIittee did not 
think Green'• Bill a.s it was written gave a.cy authority tor the 
Secretory to utllize silver behind the eilver certiticates. 
Senator llcCarran said they would have to re8Xallino the Bill to see 
whet her it did so . 

Senator llcCarran said ba al.eo hoped the Treasury would disap.. 
prove of the Green Bill. The Secretary i ndicated that he could 
not clo that . 

The meeting was vary friendly 1n epirit . 

H. D. llb1te 

• 
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A BILL 

!o ai4 ill tile JII'OIIIIIl'ia of - - ll7 ~ tbe ,._ 

dlaoUGD ot war ....uaJ. ai.Derala, -' 81l\lloria1ftl tala -

t<W •• JIIIZ'PMN ot oenata aUwr bald 1a tbe '"'•"7• 

26 

Be 1\ -'M 117 \be s-'M -' Boua ot 'WI uoM\1.,.. of 'he thUW 

Stat.ea ot .... noa ill eoa,r. .. ua..a.W, 2ha\ ill cmSer to aU ill tba pr-­

\1011 of \be •• 117 -11111c tile prodlaoU• of .u .... r, 00111*'1 lMIS, aiao, 

aDd otbar aiMr&U wbiob ara aaHDUal \o till •• afton, aaob UD1\acl S\at.ea 

ain\ aball , clllr1D& \be prlllll\ war, Noeift.., .u ...... *Uil •• IdA\, .,.,_ 

jeot to ral\llltlAna pNIG'l.be4 b7 tile Saora\1"7 ot tba TrallarJ', 11 aa\11t1acl 

baa baa" a1nacl .f1ooa naWral. clapodt.e ill 'he UD1\acl hat.ea or •7 plMa nbjac\ 

to \ba juriacl1cUo1> "'* ..t. 2be .U•ar ao raoe19acl allall ba acltM \o tile 

a oiii11R'7 atooa ot \be UD1 tad 8\at.eaJ eel \bare ellall ba ra1m'Mcl \berator 

a1l•ar car\1t1cat.ea ill 1111 - ~q~~al to \be ...,.\1"7 •alia• of tile .Uftl' ao 

clal1'19racl, laaa cladlaotiODII tor braaaaaa, co1Jiaaa, or otbar aiD\ obaraea (bll\ 

not t or ••icDoraaa)o 

Sac. 2. (a) Dv1nc 'he praae\ war, lila Sacra'-7 ot \be 1'ra11ar71 ill 

accorcl- witb IDCI lllbjao\ \o rao~a\icma ot \be Chatn• ot \be war 

Pl-ocluoUCID Boii'CI, 1a -~ \o laua f<W- DllJ4\1'19 u. tor a pariacl 

not ax\aacl1ac baJaad ..,. ;,.ar a.t\er tba a.d ot lila praa•\ war, ftPC1D aub ,_ 

aa \ba N1d Saora\1"7 ~ re-.bla IDCI ill tha public ill\araat, &7 aUftl' 

""'H"" ,. .. or baraaftar bald ill tala tra_,., iae'ad'.,. .Uftl' aoqD1racl ...sar 

the tire\ aaoUCID ot \b1a Ac11 eel o\bar aUftl' bald aa aacl'1\7 tor Clllb"ad1DC 

aU'f9r oar\1t1oat.ea IDCI aUftl' 11011 bald aa ao1t aacvi\71 Pro'fic~M, !ba\ tala 

Sacra\arJ aq, 1a h1a cli.loratiOD, bold 111 \ba !ra11ar7 azq portiao ot nob aUftr 
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wbioll _, troa \tM \o 's. be nqa1.re4 tar .., • ..., pu;auo ... "• ro' a U• 

of ""'"'_.,,.. .Unr ..n11'1oaMe. 

(b) l'\lll eel QOMWI1UCIII&l UU. \o my oU'Wu l..MIIecl 'Glider "'1.1 

-""" aball .....s.n a' all ~ 1A b UlliWd lw- _. "" tneren 

thorein acl.,.r .. \o tba Ull\itacl 8'"'-" aq be aoqi11Hcl 'by 11¥:1 ..... --·-· 

(c) Azt:f .Unr le....S .....s.r ibil -uoo (l) llhAll be....-! 1Uider b 

euperrloioo and clireoUoo of iliA Cbaimm of tba War ProcllaoUc Boarcl or 

101ob ofti.,.r or .......,. u be 1117 el•ipaw ao~ for ~1.,. pzz­

po- to aJA 1A \ba pr'OIIOQUOD Of \bo war, mel (2) llhal.l be r.W to iliA 

'friU!U7 111.~ ca ,war A!Wr \bo and of tba proMili WArJ -P' 'ball U 

f or a:t r ... cm U 1a 1apooa111la f.., m:r ll•• of noll .Uftl' to """"' \be 

1cllnUcal au ... r laAM<I 'o b1a, be aq be pa.-.it.Wd by iliA Soore'-7 of \be 

'frlaWJT \o ra\nnl aU'ftr of oqubalani quaniUy, toN, melt~• or 

..a ~ tbarofocr 1A c _, equal \o b .,.\ary ftlaa of IOloll .UTer. 

(d.) D>r1AC 11¥:1 par1od. \hat any noll .Uftl' bllll.ioo 1a bel.DI ....-! for 

non-o-..pU'ft 1Dd.naVial purpo- U prO'W1da4 1A tbia MoUoo, ~ SIONWry 

ot tea 'hw-.,. 1 111 til iba 4PL v•al of \be Prwliclft' 1 1a &\horiMcl io aapand tba 

pi'O'fil1 .... of ~ ~ iliA r~ioo of oU'ftr oar\iticmo 1n ot.8114arcl 

aUTer clollaro if iliA Soore\ary of tbe 'hwlftl')' claiaft.1Dea that. noll -panaiOD 

1a --ar:r 1A iliA pzblio 1Atere•'· 

(a) '1'be ~ of .Uvu pzrniD' \o tbia aeoUon aball noi require t.ba 

wi\bd.rael or ......,_, b.a ou.l~Uoa of 11¥:1 aUTar ..n11'1catea 11011 or 

hereat\ar OQW'"'"I• 

Sao. 3. (a) Dl:ar1nl iliA praMD' war, tbe Slore'-7 of tba !reanr)', 

1n acoord.- with and ... b~ io rao-..adaU.cDa of \be cuu- of 1ba 

War fl'ocllaoUon Board., 1a aatboriaecl io JUke ... .uala ft11: o-...1w uMI 
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w aid 1D t1oo proeec111Ucm of tbe __. 8G7 .U'NI' t.ll<oe - or berNfter lleld 

1D the ! nUV)' wb1cb 1e Dot reqW.recl w be beld • -r1\3' for CDvtw•• 

eU'N!' oerUt1oewe. 

(b) s.a• .Uftl' eball. be ,... ...uable for ....., - ....,~, to tbe 

folloooiiiC WIM lad co11111\a. 1114 •ch otloor - 1114 -.cliUcaa .. tloo eaid 

Secre\a':r de- re•_.,le ADd 1D \be JQblio iDWI'II\a 

( 1) hch eUftl' eha1l be ued 'Glider t1oo ..,perYUioD ADd clireo­

Uoo of tile ~ of \be War ProdDot.ion Board or •oh ottioer ... 

apDO:r u be .q d~ eolal7 for parpoeee wblob ll1d 1D t1oo •• 

e!ton. 

(2) Azrr aUftr lllde ....Uible for ..,ob ..,.. 'lbiob 11 110t eo 1llled, 

ADd m:r nob .Uwr eo ued "*'ioh 1\ 11 }lraoUoable w eal...,., eball 

be re~ w the 'fhUV)' w1tb1D dx llellt.he an.r tile elliS of the 

pre11n\ wor. 

(3) Mq ellYIJ' aade IYaihbJ.e ...S.Z. tb1a -'10D tbr ncb Ull 

'lb1ch 1e DO\ eo re\Qnled \D tile 'fh111111'7 eha1l be pll1d for at ..,cb 

raw u tile Seorn81')" IUi1 de~, but ""' leee ~ 71.11 ccw 

per tiDe 1101-. 
(e) .t.twr t1oo apir.U. of aix aootbe atWr tile elliS of tloo preeen war, 

each 11D1W Sw- ldJn eball reoeift llll(f aUYir 1lb1oh •ob aiA\, •bjeot w 

regulet.icma pnaoribed by \be 11ecreU.r;r of \hi 'l'rl&lllrT, 11 aaUatied bu bMD 

a1ned troa 111-.r.l depoeiw 1D t~oo UDitecl Swwe or •:r place nbjeo\ \<1 \be 

jur1edic\1cm tlooreof, 1111\11 \be _, of aUftr ao reoeiWd 1e equl to \be 

--..t of aUftr aade 1Ya1hble for ocm wUYI uee 'Glider \hie aeo\ioo ADd Dot 

retum..S to \he Treaeur;r. 1'be e11Yir eo noeiftd aball be ..sdecl w tbe aoMWr;r 
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e\ooU ot u.. Ua1ted sutee• ed "-" ..U lie nwnecl tbenr• .u .... 

eerlitioa'- 1A • _, .... &1. to tbe rr VlaJ7 ...:S... ot the • U...w 110 

c!.elinred, l.Mo c~MGotiaoa rar ... .,., ooia~P1 or OU..r .tn obllr ... 

(bv.~ 11ot tor"~). 

s.o. 4 ror \be parpo- ot ~ Aot -

29 

(1) !be wm ~ YIWM" ..... a •elM o&I.CIIIlated o11 \be bad• or 

oDe dollar ror .., _, or •Unr eqo.al to b ~ -~ n ta. \U. 

1A ~ o\aDdard .u .. _. clollar. 

(2) !be pn-t 1IC' ebaU be d.-cl to eat 011 ... ch clew .. ~ be ••i­
t i od 'b)' proolaa\iOD or tbo PrwiAieD\ or 'b)' eoiiCIInw>\ neolD\iOD ot \be 

COIIIJ'OM U \be 4 •w em 11bich hoiiWi\iH - 1A \he wan 1A 11bich \be 

United State• 11 liOW •DC.,..l• 

CoP71rl 

lD/)2/42 
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. n .. , Cop;y 1n D1al'J 

Cop1ee to ~ospeon 
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TREASURY DEPARTMENT 

INTUI Of'l'ICI: COMMU NICATION .... ,.. -10-
Secretary Morgenthau 

Randolph Paul 

I have just received the attached copy of 

letter from Senator Brown. 
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United States Senate 

Committee on Claims 

Yr . Randolph E. Paul, General Counsel, 
rreasury Department 
';/ashinc;ton, D. C. 

October 9, 1942 

Re : Taxation of State, etc., bonds 

Dear Randol ph: 

32 .. 

While we lost yesterday by a vote of 52 to 34, I want 
you to know that there is some encouragement. Assuming that 
we will not lose any of the 34, the following Senators are, 
to my knowledge, not beyond further persuasion. I give first 
the Senators vrho voted against us who I think might go the 
other way next t~me: 

Senator Bailey 
Senator Bone 
Senator Chavis 
Senator Gillette 
Senator Hill 
Senator Johnson (Colorado) 
Senator Lodge 
Senator Lucas 
Senator O'M&honey 
Senator Radcliffe 
Senator Swartz 
Senator Walsh 

'l'he absentees who I think would vote with us are Senatore 
Andrews, Glass, Russell, Smathers, Tydings and Wheeler. There 
are possibly others who would come over . These would total 
52 . 

I thought that since I may not be here, the compilation 
would do you some good. 

Yours truly, 

a/ Prentiss Brown 
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I • wrl~hew t. U.. .Ill II I.....,..law• t~~en~,.._.. 
r.-u. !11••., • n... et t11e ... -. ,....,..,. 

tM fMt U.t .,.., I .......... 

.. ••• 5 d-'aclJ '-• ..... n.t Ia the 
leu\- the..,,.. ..... , ... lltftllllt ., .... 

Ia Ill all t!lat I Mal. Mft wlaW, 
.. , aJ, - ,.. ... , tile ,. •••• , ... " 
...... , tM e-ltteaa ef C'!Ktll bta a 
..... U.t wll1 lanlft - la ..u. .. 
haw• ,, .. aa Wfl•UJ· I • _, 
.,.taN .. ,... 

IB1pe4l 18Bl7 

._. n ... w • ....,_,, 
UalW ftaW. ...... 
•es.p.a, D. C. 
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Copy 1n ll1ar7 

Cop1ee to '!bo~apaon 

87 Meae. Manua 91lS 

Regraded Unclassified



P.-ule Rolleri Jl. t..r.UeUe, Jr., 

thllt.a statu s-ta. 

Copy 1n D1al'7 

'Copy to 'lbo11paon 
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RIPurr 87 •••• · Manu• 9:18 10/12/~2 
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Olte11w 10, 1ML 

., ........... 1 ... 
\ 

u,..- ... ..,w.., tMt 1lill M1J .. 1a 

*nlr'••., .. '1WI ..... Jleu• .. •· 
lla-.q, 

(11.-..> 11. llt:011ftt'hn, Jr. 

1HntU7 of t he ,_IVJ. 
Ill' ... tw..k r.pu, 

lllceflel.A, Coueetlnt. 

Pho~o t ile in Diar7 

file d1reot to Gaston 
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OCT 1 o 1941 

Dear Ill'. llabon: 

Labor aDAi MA&g-nt, worti~~g throucb Jol.llt ooa­
aitteu, ue .ak1ng the Pqroll l u Snl~~ga Cupalp 
a auoo•••· At regional ooD!erenoea bel4 reoentlJ 1ll 
eaoh of the t .. lYe Federal &laei'Ye D1atr1ota aD4 
attende4 b7 labor and ...., .... t repreaentat1Yea troa 
110re than 4,500 co.pua1u, apoke- fi'Of& en17 bl'&llOh .•. 
ot A.Mrlou 11lmatJ7 hat1t1e4 to thh etteot. 

In -.DJ l.llatanoea hll:h pralae waa chen the lu 
Bond 41'bu 1n1tlate4 b7 the labor--c .... t oo.alt­
t••• preY1onal7 eat&bl1abe4 at tha ~eatlon of the 
War Production Bou4. A notable uuple of thh co­
operation na ln the l'llbber 11l4uatl'7, lihue labor an4 
llllllg-nt Jol.lltlf planne4 and oarrle4 thi'Ough the 
tirat auooeaatul nat1onw14e 1uuat1'7 dr1Ya. 

I aa pleued to tall 70u that tll'U wl th tunotlon­
lllg labor-.anag ... nt oo.-ltteea haYe been 1ll the tore­
front of thia neoea1a17 war fln&Doillg effort. 1111 7ou 
oonn7 to the thoUIWI Of Oo.i ttu aabUI ., al.lloere 
appreciation for their apleD414 aDAi lo7al oooperation. 
I aa aura that their aohln-nta will be grat1t7lllg to 

{
ou &114 to the a1111ona of worken 1ll the pluh 11bere 
hue oo.-ltteaa han bMn utablhhe4 to pro110te the 

l ar PI'04uot1on D71Ye. 

Wore thaa 111,500,000 worbra are now aettlllg aalda 
u nnac• of 8 peroent of thall' pq replarlf tor the 
purohue of War Boua thro\llb Pqroll Sadnca Plua. 
Our goal la to aohleYa a 10 pei'Oent aYaraga tor 80,000,000 •&&• eal'!lll'l. In thh oontiDIIlJIC drha I aa confidant 
that .. will haYe the Ylgoroua aupport or tho•• oo..!tteea 
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11bioh b&Yt bttn aotbt in the ,.,t, In planh wbJ.oh 
han not ret ruohe4 tht 10 ptrotnt aark the labor­
aanqtMnt oO.Utttu thollld rtdoublt their tfforh 
to qual1tr tor the Treaeur.r'• 10 ptroent KiDMtt KID. 
flag. 

I bow that TOll will agrtt with u that the 
oountr,r oan tzpeot eaoh plant to ••t 1h pal. 

11th beet ptreonal recar4e, 

S1notrtlr TOUrt, 

Mr. Donald Iebon, Cha1raan, 
War Produot1on Board, 
Wath1a,ton, D. C. 

Copy in D1ar:r 

Copi es to Thompeon 
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Ana17ah of t&poaure to Payroll s..-1nsa Plaaa 

Ootol>or 10, 191.2 

lf~er expoaed 
to payroll 

•••lna• plana 

Put A. - SUIIIIIIAI'J b7 Numbor or Organhatlone Rxpoted 

l o aue ln• •• organ1sat1one 

(1) Plnat with 5,000 eaplOJ••• or a ore ••• •••• • 487 
(2) P1n .. with 500 to 4.999 e~~ployee a •••..•••• 5.445 
()) Plraa wltb 100 to 499 .. plOJ•••o •••••••••• 2}.196 

(4) Subtotal - l arso t l-r...a • ••••••••••••••••••• 29.728 

(5) Pl ... • wlth leaa than 100 tlll)lOJ'•••· •••••• 0 118.82} 

(6) 1"otal bual,neaa orga.n.lz.atlonao ••••••••••••• 148.551 

II. Oo•trnMntal organ.tz.•tlonao ••••• o o ••• o o ••••••••••• • 

III. Orand total •• o o •••••••••• o • o •••••• o ••••••• o •• o •••• 148.551 

Part B - SWIIIU.rJ b7 Number or Blilploy~es Expot$4 

r. Bualn••• organlzatlone 

( 1) Pl rae wl tb 5. 000 eapl oren or •or• •••••••• 
(2) Plrao wltb 500 to 4,999 lap10J•••••••••••• 
( ' ) Plnna wltb 100 to 499 eaplor•••·····•••••• 

14) SUbtotal. - 1orgo tl,...., .. , .............. .. 

(5) Plrat rlth leu than 100 eaplOJ•••· ••••••• 

(6) total bualneaa organlsatlon••••o•••••••••• 

II . Oo•ernaontal organisations 

(1) Pe<Seral 01)vernaent ••••••••••• , o • • ••••••••• 

(2) State and loeal governmente •••••••••• , •• •• 

(~ ) Total governmental orgAnlcatloneo••••••••• 

III . Orand tota1 •••••• • • • •• • , ••••• •••• o ••••••••••• • ••• • 

7 . 871, 7)1 
7,198,10~ 
5.44o.S)} 

20,510,667 

2,24},207 

2),b5},874 

2,181,1~1 
1,}86,52} 

3.567 , 654 

27,021,528 

f.otal au.btr 
1D tl>o 

0 OIJ.D t l"J 
(utS....tl4) 

~90 
5.888 
~ 
)4,517 

---· 
• 

---· 
• -

• 
• 
• 
• 
• 

)2,400,000 !I 

2,600,000 !I 
2,700,000 

2.?00. 000 

}7.700.000 !I 

Ptl"Ct nt 
or total 
expoaed 

99 
92 

.J!2 
86 

• 
• 

• 

• ~ 

• 
• 
• 
• 
• 

72 

Oftloe or the StoHta1'7 or tbe Tl"taau.rr, 
D1•1e 1on ot l'ttt .. rob and statie·uce . 

oo•o .. r 16, 1'!fl2. 

!Jta.oludtt avtoultural eaplo,-eea, atlltary ~raonntl, eap.lopu on WPA or JC'J'A or CCC projeou, 
proprle tora, tlra • .-.ra, aelt-•plOJ~, oaeual worlcara and peraona 14 4o.eat1o ••r•le t. 

• Data not ••allable. 

( 
• 

• • • 
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rs..r.. &.pl OJi-aa 500 Pe raon.e or Mo" Pa.rttotpatta.s 1.12 Pa,-roll Sa•taca Plue 

( A.a reported b7 tbt Wa.r S.• lasa Statt •a Stat. &4aln.11lfttol"' ) 

State 

Al ab ...... . ... ... ... . ...... 
Arl&ona ••• , •••••••••••• , .• 
Arkan•••·.,, .. ,,, .. ,,,,,,. 
"ortbern Calltornla •..•.. • 
Southern Oal1rorn1a •• .... • 

Colorado •••• ,, •• ,,., ., ,,,. 
Connc.otlout ••.•...•.. ...• • 
Delaware, •••••• •••.•••.••. 
Dlatrto~ ot Col~la • •...• 
P'l or 14& • , ••••••• , : • •• ••••• 

o.orsla ...... ............. 
Idaho., , ••••••••• , .• .• , , .• 
IlllDOllo •• ,,,,,,, •., o, •• , 

Itldia.na, •••••••• , ••••••••• 
Iowa •• , •• , ••••••••••••• ••• . 
~an. ....................... 
X.ntu.okf ••••••••• ••••••••• 
t.oul•t&N •. ••••..•.•..•.•. 
Ka1nt ••••••••••.•• •.•.••.• 
••J"7l&nd ••••••••••••••••• • 

Kaai&Obulttta ••........... 
Micb1pn ••••••••••••.•••.. 
llf1Mtlota •• ..•• ••. • •••..•• 
Milliltippl •••••••• • •• ... , 
¥1 IIOU.rloo •• o, o •., •• ,.,, • • 

Montana ••••• ••••• • , • ••• • •• 
Nebratka •••••• • ..• •• .....• 
Nevada •••••• ............... 
New BAaplhtre ••••••••••••• 
••• Jl l'll7· ······ ·· ··· ···· 
New Xtx!oo •••••••••••••••• 
••• York •••••••••..•.....• 
Wortb Ca rolina •...•••..... 
Xo~tb Dakota •.••.••••••••• 
Ohio ••••..•••••••••••••••• 

Oil b-•.•••............. 
Oresoo ..................... 
Pt nDI Jl•anta ............... 
ftbodt l e l and •••••••••••••• 
South Ca_rollU •••• ••...... 

South Dakota ••••.• •••••.•• 
hnnttltt ••• ••••.•.•.. , , .. 
Taut ••..•.........•....• · 
Ot&h ••• •••• , .,, ••••• •••• • , 
Var.ont ••.•..... .. ... ... •. 

V1ra1.nla ••• , ••• ••••••••••• 
Walh l.:fton • ••••••••• . ••••. 
Wett v r&lnia .•• . •. . •.•••• 
Wltoooeia .......... ... ..... 
•7•1n.s· . .... ............ . 

Al aalca • ••••••••••.• ..•• .. • 

Kallroa4a ••••••••••••••••. 

!'otal. • •. • • • • • • • • • • • • • • •••• 

i._.r ot tirw.• •hE p~oli 
aartya pl&lll 

Apr. 18 
1 

Oot. ' 1 Oot 10 
' I . 

41 tz tf 
1l 

~u lz· 122 
ll:7 121 

1i4 11!~ 51 
1~L 15 18 

}2 ~ ~ 28 

86 12J 12}• 
u 11 

5M 4.66 470 
1i; li;. 22 

~ ~ 2~ 
~ 

~ 1~ 1~ 
2F }15 

,~ 2 5 2~ u J~ 1~6 lO} 

5 
24 
29 

l42 

4 
2~ 

135 

2~ 
i 

139 

5 m ~z 759 
10} 

0 0 0 
412 459 46} 

~ 51 51 

~ ii 56~ 76 
Ill; 98 

5 5 ~ 20 lZl loB a 10 10 
12 12 12 

~i 
106 106 
72 75 

4~ 42 127 
1 4 4 

' } 5• 

_.!22 _.!22 _.!22 

t.~ ~ ~ 

! 

¥oW -r ot tiraa 
od ) .. t1&at 

12 
20· 

m 
1~~ 
22 

t~ 
12} 
11 

~~9 
4~ 
25 

~ 
l oB 

'38 2 5 
81 

~ 
zk 
4 

}2 
211 

~It! 
0 

500 

51 

~ 
99 

5 
90 

116 
11 
12 

lo6 
73 
1~ 

4 

' 
_...!!1 

~ 

Oft1ot ot ~ S.oratarr of tbe ~~~. Dl•laloo ot l tetareb aDd .S~t11ttoa. 

• O.ta ar. f or OotOhr ), t.a.a-.uob aa no Ootobtr 10 ,..p.or-t ••• rtcd.-.do 

Apr 18 
1 Oot ' 

1 
Oot 10 . I . I . 

~ 
78 78 

100 100 

n 36 ~g 100 

81 100 100 
68 n ~ 68 
68 ;~ 94 
65 95 

70 100 100 
100 

1i 
100 

70 t s~ 67 67 

92 100 100 
76 96 96 
~9 n 96 

95 
73 100 

70 1~ 9} 

~ 100 
100 100 

79 100 100 
75 91 92 

~ 100 100 

1gg 95 
100 100 

n 100 100 
88 90 

100 100 100 
8o ~ 94 
7lo 97 - -82 92 9} 

61 100 100 

~ 100 100 
96 97 

~ 90 90 
99 99 

100 100 100 

~ 
88 89 
91 95 
91 91 

100 100 100 

88 100 100 
62 ;1 92 

~ 
1B 

96 
95 

25 100 

100 100 100 

..ll ..ll ..ll 

...: ..2£ ~ 

Ootobor 16, 1942. 

.. -
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Piral S.ploytng 100 to 499 Pereona Partlclpatlng tn Pa7roll Savtnsa Plan• 

(Ae rtport4d by tho war Savings Statt•a State A~nlatratora) 

state 

Alab.J• · • ••• • ••••• ••• •• • • • 
Arl.C()IJ'la • • , o o o o, o o o • •. , • , , • 

Arlc:a.nue • •••• ••• •••••• • ••• 
Northern Calltornla ••••••• 
Southern Cal1torn.u •••• •• • 

Color ado •• ••• •••••• ••••• •• 
Connecticut ••••• ••• •• •• ••• 
Delaware •••• • •••••••• •••• • 
Dhtrlet o t Col WilbU • •• • • • 
Plorlda • •.••••••••••••• , •• 

ooorsl• ••.• •• ••• • •• ••• • ••. 
Idaho •••• •• ••• •• ••••.••• ,. 
Illlnole •••••••••. ••• • . • •• 
Iodla.na. .. ...... .... . , ••• ••• 
Iowa ••• •• •• ••••• • ••• ,., •• • 

Ka.naas •• ••• •• , • ••• , • , • •••• 
Kontuok'Y •• • • •• •••••••••• • • 
Loulalt.na ••• •• ••• • • • • • • • • • 
~a1ne •••••••• •• •• • ••• •••• • 
w..rrl•nd •.• ... .•••••••••. . 
Maaaachueett•••• •• •• •••• •• 
Xichlgan, ••• • •• •• , • ••••••• 
Minnesota •• •••• •• •• ••••• • • 
N1al11tlpp1 ••• •••• •• •• •••• 
M1eaour1 • •••••••••• •••• •• • 

Montana •••• ••••• •• ••• ••••• 
Nebrt.alea ........... .... ... . 
Nevada •••••••• ,. • • •••••• •• 
New Ra&pahl re. , .... , •••••• • 
New Jereey ••• , •••••• •• •••• 

New Wex1co • • ••• •• • •••• •• •• 
New York • •••••• • , . ..... . ..... 
North caroli na .. ... . ....... 
Nort h Dakota •• •• •• •••••• • • 
Ohio • ••• ••••••• ••• • •••• • . • 

OklabOI:lll ............. ..... , 
Oregon ••• •• ••••••• •• • • •• • • 
Pe.rmeyl vania • •• ••• •• • ••••• 
RbOOe I tla.nd •••• • •• ••••• •• 
South Caroll n& ••• •• • ••••• • 

South Dakota •••••• •••• ••• • 
TeM.eeeee •••••••• ••• •• •••• 
Texas ., •• •• •• , •••••• •••• •• 
Utah .... . ..... .. ... .... .. . 
VoNont • ••• • , ••• •• ••• ••• •• 

Vlrglnia .... . . .... . . .. ...... 
Washington ....... . ........ . 
weet Vlrg!nla • ••• • •• • •••• • 
Wieconeln •••••• • ••• •• •• •• • 
Wyoming .. ............... .. 

Alteka.,, • •••• •• ••• •• ••• ,, 

Railroads • • •••• • • •• •••• ••• 

Tot .al ••• • • , •• •• •• • •• • ••••• 

Wu.ber ot tlr.a with payroll •••t n.ga plana 
Apr, 18 ' Oct 3 ' Oct 10 

' 
. 

' . 

~ 26~ 2~t 

Ja 6~~· 512 
756 1,022 1,025 

113 135 135 
zn 5ll 52l 

~ J5* 
J~ 209 

133 
31 

1,aoo 
15 

165 

391 

1,8~~ 
~ 

391• 
33 

1,~09 
2~• 

276 286 286 
1~6 189 18,. 
1zg zn 27 

171 172 
177 }03 }27 

6&9 1,~1 l,~ 6 9 ~~ 376 

4~~ 669 672 

40 49 1~ l~ 123 
19 20 

89 139 139 
46~ 953 957 

2,J6 
~9 39 

3,630 3.K~ 282 459 

1,12~ 19 20 
1,567 1,620 

166 ~~ m 211 
. 1,682 2 ,186 2, 194 

154 261 m 71 154 

21 25 ~~~ 1~~ ~61 18 
\6 ii ~ 59 

281 ~96 391 
234 3?0 
13~ ~~ 27 ~6~ 46 
17 23 23 

2 2 2• 

__!t2 __!t2 __!t2 

15.,65 2~ . 508 2,,796 

' 

Total 
nuaber 

ot tiMIII 

•• t1lll t d) •• 
22a 
116 
696 

1,178 

140 
719 
87 

192 
209 

416 
H 

2,~~ 
~02 

286 
27~ 

lli 
405 

1, 5~2 
1,ru 

98 
672 

49 
1~a 
145 
957 

40 
4, 257 

5~~ 
2,171 

~3 
2,194 

H 5 
177 

25 
49~ 

1,}ir4 

74 

426 
~52 

l~ 
2} 

2 

_..5£ 

28.139 

. 
Ot 1c t e ot the Seoreta. ot the Treu , D1v la1on ot Reeear ch and stathttoa. 

• Da t• aro tor Ootobor 3, lnaaauch as no Oct ober 10 report was roce l~od, 

PereenE of total birtng payroii 
aavtas• plan• 

. ' . ' • . 

~ 
88 88 

~~ 100 
47 

~ at 100 
87 

81 96 96 

~ 

* * 27 
70 99 100 

32 94 94 

~ ~ 100 
85 

100 100 
55 68 68 

97 100 100 

~~ 69 69 
85 85 

at 91 ~l 75 

~ 68 

~' 9} 
85 n ~~ 60 
70 99 100 

82 100 100 
77 ~~ 9~ 

~~ 71 
96 96 

48 99 100 

::a ~8 m ~ 51 84 
70 95 100 
52 72 75 

1+8 84 84 
73 100 100 

u u 100 

~~ 40 

84 100 100 

~ E ~~ 
100 100 

80 89 91 

66 93 93 
66 ~ 

100 

l:t 69 
69 69 

74 100 100 

100 100 100 

...2!1 ....2!1 ....2!1 

~ ~ ~ 

OctOber l b, 1942 . 

I 
\ 

• . . 

Regraded Unclassified
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AMlJdl or ~IUf'e t o P_,.,.oll S&•lllP Pl.&n.e 

Oo•Obor 17, 1~ 

JfUeer expote4 
to pa,JToll 

•••tns.• plant 

Part A .. Sw111111n7 b7 lhlllber ot Orgmhationa BXpo,.d 

Dut1DIII organizations 

(1) Plrat with 5,000 e~loyeet or •ore •.. , ..•. 488 
(2) Plraa wltb 500 to 4.999 e~lOJIIt ••••••••• 5.478 
()) Plr=a with 100 to 499 e.ploreea ••••••••••• 24,021 

(4) Subtota.l - lara• tt :rw.a •••••••••••••••••••• 29.987 

(5) P lrwa with l eaa than 100 .-plor••••·• ·•••• 120.756 

(6) "ro tal bv.a.lneat organlzatlona •••••••••••.•• 150,74~ 

00VIm.t"Dtal organ.1zat1ona •••• , ••• , ••••• , ••• , , •••• • ---
Oran<l total •• ,., ••••••••••.•••••••••.•••••••••• , •• 150, 74> 

Part 8 .. Summary b7 Humber or Employeee Exposed 

t. Dual.neu organlutlona 

(1) Plraa • ltb 5,000 amplOJ••• or •ore •••••••• 
(2) Plraa wltb 500 to 4 .999 e&ployeea ••• •••• •• 
(}) Plnu with 100 to 499 eorp10JOU .... ,. ,, .. , 

(4.) subtotal - large tt "' •••••••••••••••••••• 

(5) Ptraa • ttb 1111 than 100 employe•••••••••• 

(6) 'Pot.1 bue t.Dea• orp.ni.t.a tlona •••••••••••••• 

ll. Oo•ernuntal orgt.nllatione 

(1) P..Seral Oo•ern:m.ent •••• , ••••• , ••• ,.,, ••• ••• 
(~) state and local sovernmente • •••••••••••••• 

(}) Total governmental organlta ttont •••••••••• 

III . o·ra.nd total, ••.••• ,,, ••..•....•....•••• ,.,, ••• ,, .• 

7.877,1}1 
7.242.898 
5,4Bp74 

20,6o5,2~ 

2,985.248 

2}, 590.451 

2,18l,Hl 
1,)95.1!2} 

) .576.554 

27 ,167,005 

Tota l nuaber 
1n. tbe 

oounti'J 
( .. •t.u.to4) 

491 
5.909 

28,212 

~.612 

• 
• 

• 

• 

• 
• 
• 
• 
• 

2,600,000 y 
2,700,000 

,,,00, 000 

37·700.000 !I 

y E&olud.ee a,grloul.tunal e.-plo7••• • a1Utarr peraannel. eapl071U oa WPA or rr.t or CCC proj.cte, 
proprhtor·a, tlrw ..-her•, .. u-e~lOJ~. ou ual WOJ'ken and peraooa 1n dc..1t10 aenloe. 

• Data not anllabh. 

PII'OI Ilt 
or •ot.al 
e:a:poeed 

99 
9~ 

~ 
87 

• 
• 

• 

• = 

• 
• 
• 
• 
• 

• . . 

Regraded Unclassified
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Pl.J".a s.ploy~ 100 to ll99 Pere ODa h .rtlclpatl.ft.s in Pa.J?Oll Sa'rlJtct Plau 

(Aa NpOJ"t.d bJ U. W&r S.'fiftll 3 tatt' 1 Stat• A4a1n,htn.tora ) 

• 
AlabaM oo o o o o o o,, o o o •• o, o, 
Artaon.a •••••••••••••••••• • 
Arlcanaaa •••••••••••• ••• •• • 
KorthArn Oalltornia • ••• •• • 
Southam Oalttornla ••• • •• • 

Colorado •••••••••••••••••• 
Con.neotlo\lt ••••••• , .••.••• 
Delaware ••••• , , •••• , •• , , • • 
Dl ttrlot or Colu.bla •••••• 
Pl orlda ••••••••••••• • ••••• 

a.orgla ••••••••••••••••••• 
t4&ho ••••••••••••••••••• • • 
flllnOllo o o,,.,.,,,., ••••• 
todlana ••••••••••••••••••• 
towa •••••••••••••••••••••• 

Xa.n•••· ..••••... 0 ••• 0 0 •• 0 0 

1Ca.ntuo.lrJ • • • • • • • • • • • • • • • •. • 
Lou.lalan. •••••••••••• , ••• • .... ,. ..................... 
lit&l"'Jland • ••••••••••••••••• 

••••aohuaette ••••••••••••• 
VlohJ.pn •••••••••• ••• ••••• 
Kl~aota ••••••••• •••• • ••• 
M11111a1pp1., •• ••••• ,, •• ·, 
lrf1110Ui"l •••••••••••••••••• 

llontana,,.,,, • , •• •••• ••••• 
Jftbrae'lta •••• , ••••••••••••• 
Jf1YI4& o, o o,, o, o o,,, •• o o o o o 

We• Raapehlre ••••••••••••• 
We• J • r• •7• ••••••••••••••• 

••• M1x1oo •••••••••••••••• 
••• York •••••••••••••••••• 
Worth Carolina ••••••• • •• •• 
JOt"tla o.ll:ota •••••••••••••• 
Ohlo •••••••••••••••••••••• 

Olllu-.................. 
01'-I&ODo o o o o o o o o o o o o • o o • o o t 

P1 nn17l..an..la •••••••••••••• 
Rhod. t l l..and ••••••••••••• • 
Sou.~ Carol loa ••••••••••• • 

S~th Dakota •••••••••••••• 
~•nn•••••· .. •, .. . •. • • • .. • • .,. •••. ........ .. .......... 
Utah •••••• ,,,., •• ••• • , ••• • 
Ver.oGt ••••••••••••• •• ••• • 

vt.,.t.nla •••• , ••••••••••••• 
waeb1nfton ••••• • • ••••••••• 
•••t v ~lnla ••••••• • ••• • • 
Wlaooneln •••••••••••••• •• • 
W7a.J."3 ............... •• .. 

Al.aaka •••••••••••••••••••• 

Jla l ,l.Jooad a ••••••••••••••••• 

~otal ••••••••••••••••••••• 

-· Do _ra.mt .....,. pa 

ihlliiMr of tf_,... wi\h JM.Jl"Oil 
•••lD«a plw 

,pr. • . • A 18 1 0o• 10 1 
Oot. 17 

~9 zig zzr 
5~ 6il ~~· 

d29 756 1,0 5 

115 
~i 

1}6. zu 5,0 
~8 

~ ~ 2~ 
U5 
}1 

1,~~ 
165 

,91 

" 1,~ 
2~ 

'9lo 

1.z~ 
201<• 

276 286 286 
1}6 m 2o6 
126 27~ 17 
171 }27 ,0 

6&9 1.m 1,085 

M ~ ~eg 
41~ 67t 672 

40 l~ ,19 
1~ 26 20 46, 159 *g 957 

2,~ 59 ,.,n '·~~ 282 

1, 12~ 20 20 
1,620 1,624 

166 ~ ~~ 211 
1,682 2,i~ 2,210 

154 ~~ 11 
21 

2~~ ~ 1n 
',6 ~ \ 59 
281 }9~ 400 
234 ~~ 1'i ~~ 27 469 

17 2' 2' 
2 2 2• 

_..!t1 _..!t1 _..!t1 

~ ~ ~ 

t loatlaaWd) 

22~ 
116 
702 

1,178 

1.40 
119 

87 
192 
209 

416 

" 2,m 
502 
286 
284 
}22 
189 
405 

1,5}2 
1,ru 

6~ 

1~~ 
~ 
40 

4.257 
S?o 

2,17} 

m 
2.210 , 5 

171 

~ 
1,}zg 

74 

428 
}52 

2~ 
25 
2 

___2 

28.212 

• Data aH tor Ootober 10, lna.s111.1ch •• no Oot obar 17 report na reo•U~. 

• 

Paroani of ( oi&i 6i•tlili paJroll 
Mdya plau 

8 • Ap-r. 1 • Oot. 10 • Oot. 17 

12 83 88 

'~ 
100 100 

3~ 1~ 14 87 
81 96 N ~ 1~ 27 7& 
70 100 

fi 1~ 91. 
100 

H 
85 

100 
55 68 

~ 100 100 
67 

~ ~ 8i 
M 

~ i 11 

M 85 
60 
10 99 100 

82 100 100 
11 n 9} 

~ 71 u 91 
48 100 

~ 38 3K rJ. ~~ 
II; 

100 100 
52 75 75 

48 II; as 
72 100 100 

46 fi 100 

~ 40 

84 100 100 

~ ~ '~ 100 100 
8o 91 91 

66 95 95 
66 

1u 
100 

tt 69 
69 

74 100 100 

100 100 100 

.J!i ...l!i .J!i 

~ .J!l ~ 

Oot ® er 2,, 19112. 

• • • 

Regraded Unclassified
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P·lral EaplOJ'ln& 500 Peraooa or Mo,. Partldp&Uaa 1D PaJToll Sa•tasa Plau 

( AI Hport.ed bJ t.be War k•ltl&• St.Ut• a State A4a1.nht.ratore ) 

State 

Alaba. ••••••••••••••••••• 
Art&on.a •• , •••••••• •• •• •••• 
Arka.neae ••••• ,., •••••••••• 
Nortbem Calltornla •••• , •. 
sou thern Oal1tornla • • ••••• 

Col c:r a4o •• ,,,,.,., ••• ••••• 
conneotlout •••• , ••••• •. , .• 
Delaware •••• , •••••••• , , • , • 
Dlo trlot ot Coluab1a •••••• 
Plorld.a., ••••• ,,,,.,., •••• 

oeorpa •.• ,, •....•..••••.• 
I~.ho ...................... 
Illl.DOla •••••••••••••• , •• • 
tndla.na ••••••••• 0 • 0 ••• 0 ••• 

lOt'& •••••••••••• •• •••••••• 

x:e.naa• • • ••• • • • • •••••• • •••• 
Xent.\lelc:J •••••••••• ••• • •. • • 
Lou.1e1ant. •••••••••••••••• • 
Maine •••••• ,, ••••••••••••• ,..,.,u.ncS .... .......•...... 
Kae aachulttte ••••••• o ••••• 

ttlcblgan •• ,, o,.,., •• o.,. o. 

M1Mtaote ••••••••••••••••• 
W1ae1tl1pp1. o o ••• o ••••••• , 

141aeourt . o o ••••••••••• o o •• 

Montana •• o, •• ,, o,, •••••••• 
Nel)raeka •• , ••• •• , , , • , , •••• 
N'o11ada ••••••••••••••• o •••• 

New H .. peh1No, o •, ••• , ••• • 
lie• Jereey •• , o o • , •••••••• • 

New Xextco ••••••••••• ,., •• 
Kt• Yor~ •••••••••••••••••• 
!lortb Carol 1M.,, o,,, ••••• 

J ort.b Dakota •••••••••••••• 
Ohio •• ,, ••• ,.,, ••••••••••• 

011::1~ ••••••• ••• •••••••• 
o ... ,oo ••••••••••..••.•.•.. 
PennaJl•anta •••••••••••••• 
Rhode l ale.nd •••••••••••••• 
Soutb Car olina •••••••••• , , 

Soutb Dt..kota •••••••••••••• 
ttenoeaaee ••••••• , •••••••• • 
TeX.& I •••••••••••• •• ••••••• 
ut .ab ••••••••••• , ••••• 0 •••• 

VIJ1110nt,, o , , o , •,, o , o o o • • • • 

Vtrstnta, •• ,,,. o •• o ••••••• 
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TREASURY DEPARTMENT 
54 

INTE.II OFFICE COMM UNICATION 

OAT& 

TO Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

October 10, 1942 

PRO M 

Here are a few impresaione of Sir Kingaler Wood which 
may be helpful to rou.- · 

As Chancellor of the Exchequer aince Var 1940 be baa 
been entirely negat1ve . He does exactlT what KefDes and the 
civil servants at the Treasury tell blm to do -- and aome of 
t hem are prettr good people. He i s aaid to have no financial 
ideas of bia own. In spite of thia, be is regarded as a good 
wartime Chancellor . 

Aa a self-made man be ia a raritT among Conservative 
ministers. Ria father was a Methodist parson, be never went 
to a fancy school , and hie background is t hus entirelr different 
from that of the cOilYentioml Church of Englend, Eton-and-Oxford 
Tory leader. He started as a solicitor (a soli citor being the 
lawyer who prepares cases, a barrister the lawyer who argues 
them in Court and earns the fancy fees.) He had a long and 
humdrum career aa a member of the London County Council before 
entering national politics. 

As a Munich-man and friend of Neville Chamberlain be baa 
been uDder attack for the past two rears aa one of the crowd 
whom Labor would like to see puabed out of all wartiae and 
poet-war power. Hie r ecord on Munich, on German rearmament, 
on re latione with Ruaaia , is bad ao f ar as it is publiclf 
known. He reall1 believed in Munich and defended it with 
apparent conviction. b Air M.iniater fro• 1938 to 1940 hie 
record probablf ia better than it seemed at the time, for be 
believed in having planes of top qualitr, and this bel ief was 
vindicated in the Battle of Britain in August and September 1940. 

Aa partf bose of the Conaervat ive machine he baa his 
greatest inr uence, even tOdST, when there ia a party truce 
and no likelihood of .a General Election. He ia . the man above 
all othera who keepa the local Conservative aaaociationa in line . 

.. • • 
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He laloWI that the Conaerntin Part," hu to produce aooial 
legltlation !roa tiae to tiae to lteep itaelt in power, ana 
hia record on thia ia aa good &I HeTille Chaaberl ain'a waa. 
He i a a .uddle-olaaa person with a real hold on the little 
ConaerTat iTe leadera and with a real understanding of the 
middle•olaea Toter• who ati ll ! ora the backbone of the 
ConserT&ti Te party's strength. 

!1 a ~eraonalit~ be ia uniapreaalTe. He ie abort ana 
dllllpf, w!F a hlgh-p tohed Toice and a rather obaequioua, 
oilJ' aanner. lie ia pre ciae iu hia axtlllr, oan!ul in h.ia 

5!:> 

choice of worda, probably tidy ana ooapeteut u an aclainiatrat,or. 
lf,y guen b that Churchill hu uo liking ! or hia; the Labor 
people diaHke and d iatrnat hia; h.rioane aeldoa get on with 
hia, becauae he baa few tin with thia oouut1'7 and Ye1'7 little 
knowledge ot it . 

F.K. 

-

• • • 
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Dear r.tr. Secr etary, 

'llll&rd Hotel, 
r.a•hl.rl£t.on, D.C., 

October 8, 1942. 

We have now completed chocking tho figures in 
your lett~r or September 28 and while there are a number or 
d1tferonces in detail, t he r esult of tbt chock 1a to ehow a 
ditforence of $6 a1111ona only. 

Not 8 grea. t. dul of proaren hal been made on 
the nesotiationa for tr~ tranasctione lilted under heading "II•. 
Wo are l>cpeflll. thAt tile Todd-Seth oalo will be acc011pllahed 1n 
tha near future. llhile the t~ ot aalo of tho Now J oreey 
Poodor c .. pany (for approx1a&tal7 nina ailliona) l'ave been 
acreocl ia cenera1 ritb Defense Plant., t.M latter has, for acee 
t.be, been prep&rl.ng the cloa1.ng doc1.11.nt.a n.ceaaary to eo!!tplete 
the transaction. 

Megoti&tlons for the tranaftr of Packard , Curtiss­
Wright end Gonerol llotors fac1Ut1oa h .. o be"" delayed pending the 
preparation of reports tr,~ the Dafenat Plant En&1aeero, while 
negotiations for the other faciliti ea hAve been held up pending 
the completion of final i.nventoriee by t. be Contractoro (except 
for Remi .ngton Arms whose i nventory Mt been aubaltted to, and is 
beins consider ed by, the Ordnance Depart=ont). 

As you will recall there h&ve been some trans.fers 
of Aircraft and associated material in addition to those defined 
in your letter as having bee-n r oquis1t1oned in Dece:ber 1941. 
Spare parts for these aircraft , valued at • total ot som.e sixteer1 
millions, ot which probe.bl.y one hall cue t 'ro• Brit.ilh pre-Lend 
t..ase Contracta, W4re transferred. I und1r1tend that pr ogress 
in evaluatin,g these by our r epr•atnt&ti¥11, 1n concert with r e­
prea~<~ntAt.l•ea ot tbe Air Corpa, hao bHn eo alow that ~t 
tor t11• l'aa bee deterred for tile U•• belnc. Cert.ain tnnstera 
or aiTere.tt a.rose out. of tho Arnold-Portal •cneaente. t he prob-
1•• raised by thase on outlined 1n ""' letter or July )0, 1942. 
In addition to t he airc:ra!t •entlon40CS in that. let.t.er I believe 
eo-e tMenty-four aillion doll.a.ra worth ot airpltlne ell8lnes has 
beon taken off British pre-Lend-Loece cont~cts for incorpor-
e t.lon 1n those a.lrera.ft. 

As I have mentionad t..o you tho centre ot gravity 
ot our financ:ial pr oble• has docidedly ahtrtod And unless some­
~h1n8 unoxpoe~ed hoppana too old worry obout our belnnco in gold 
and U.S. dollar s ou.gbt not to t rouble ua . Thlu does not mean tMt 
our financial position is sound, 1.4 indeed it could not possibly 
bo cona1der1ng the length of time for which W> hAve been f1sht1ng 
ond our hee.vy expenditure overJeaa, particular ly in the Near East. 

Tha Honourable 
8@nry kor&enthau Jr. , 

Secretary ot the 'l'reaaury, 
Waabtngton, D. c. 

• . -
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If , in fact, we were aeeting our obligations aa we wont along 
we should b&vo a heavy adverse balance . Ono of J11:f objects 'in 
going to London is to clear up this position. Roua~ apoald.ng 
we ""'ke out that our unpaid obligations for which payment in 
gold could be duanded now or within a abort pariod, amounted 

Sf 

at t be end of lla.reh to about $125 llilllona, of wbicb Portupl 
accounted for nearly $100 llilllons. Thes e fiJuroa do not include 
the $105 llll.llions we borrowed 1'ro11 Belgita for the period of tba 
war. Tba baavy gold oblication in Portugal rises in tile main ... • 
from our heavy pree11ptive purchases there - for example, to 
prevent tungsten going to Germany we have to bUf the Portuguese 
production at perhaps five timee world price. We are discussing, 
at preeent, with the State Department, the question of financtnc 
preeapti ve purchases in Portugal, Spain and Turkey. Apart frCII 
specific cold liabilities, ""' bad liquid llabUitioe to roroiJn 
countries, not includinB t.be Onited States, a nd not inoludin£ 
tho Elopiro, of over $1,200 aiW ons on the )let of llareh. lloarly 
helf this oum RS in reepact of EQ'pt and the Sudan, IDd is the 
result eimp]J of having kept larce forces there for a very long 
time . 

There are also very large eterlinB balances out­
standing in London owing to the rest of the Ellpiro, particularly 
India, but t hose are a separate probl•· 

I have told the .otion picture coDpanies tt:a t we 
cannot make any prolllieoe at all about nut year but we are willing 
to release th8111 from the special rules relatinc to 100tion pi cture 
companies as regards tho funds they hove accumulated in London 
down to the present. Thia 1e practical]J equivalent to tolling 
them that they can turn thoir present sterling balances into 
dollars, tbougb of course they will not be allowed to transfer 
110no)' ariatnc f r om aalo of capl.tal assets any 110re than other 
American citbons or ecapanie.a would be. 

I our a sincerely, 
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I. T!\,INSACIIONS COIIPLJ!'TED 

Tnnsfer ot Factlitiea 

i':Ula.rd tlot.l, 
WaahlD&ton, o.c., 

Ootober 8, 1942. 

Tq. Fimt Our Fiwre 

1. Tennessee Powder Co. n 22 (incl. . 4 still to com:.! 

2. l!acb.lne Gun Plsnts 

3. Todd CalU'orni& 

4. CW'"tl .. 'ilrlg)lt-Fair-
lawn. 

Transfer of Contracts 

1 . IM.china Guns 

24 

6 

J 

~ 

28 

2 . Tennessee Powder Co. 6 

3. New Jersey Powder 49 

4. Vu.l.t.., 

S. Reod~D Arlls 

6. Savage An>~~ 

7. Kack Truc:ka 

8 . Prossed Steel Cor 

9 . Ordnance Contraete 

10 . Oorlikon 

Airo~rt Material 

33 

2S 

4 

6 

85 

20 

6 

_.,l 

~ 

30 

4 

38 

12 

32 

24 

4 

6 

as 

(incl. 3.8 • • 

(inol. 

(inol. l . l to come) 

(incl. 36 to coae) 

(incl. 2 to CC)IIO) 

• 

(incl. 17 to come) 

(incl. 5 to coso) 

(inol. 61 .2 to coae) 

II. TRAJISACTIO~S AGREED UPON BUT !IQt X!T CC!IPLETED 

1 . Todd Bath 6 

2 . Other facill t,ies 

) 

( 

• 
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BRITISH AIR COMMISSION 
171111 IIIAIIIIACH UIIIrl'l'll AYDIUII 

WMHINGTOH. D. C. 

With the cocpliaento of Or1t1ob Air Coaa1ss1on 

who enclose weekly Statuent No . 72, covering 

A1rcr a£t flight IJellvery ao at October 6, 1942 . 

Tbe Honourable Henry Morgenthlu, Jr . 
Secr etary of the 'rreasury 
li/;SlllliG'l'ON, D. C. 

October 10, 1942 . 
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u.s. SEC~ET t>O, 

' .. 
eRmsH ~10ST SECRET 

1. mnapt 1 Cll,TCl eU ..,,. e=••e• t=tm 

(C) 

•••• 1 

20 DILIYIRID to V,ll:, 

hrrtoe) 

Hf•;;Jii7~t.;rr''ft"' c.. ..... ,_.77 
' D&n•• to •· 1, (,1 era abet 1a Able a) 
I ~ !0 _,J'IUAI. 

(b) 

"'U rlllll' 8111nCI (Dellftl' .. \o -\I'Ml.) 

lf!'WMAW'I:t!"" ...... M -· 
U Plllllr 8111nCI (4aUnred \o lloD\rMl) 

1 .. lloa\I'Ml. 
1 a\ DetNU 
2 oa apaalal 411t1 
' lti!Akll I! v.e.A.A.r. +t II:IP! I! U.S.A,A,P, 

Diii.naim to D~ 
1o0ft A! SIIA (ia tup\) 

1 u lt,A,J',r,c. DAHill (a\ lor\ll kJ') 
1 ...... \I'Ml. 
2 C1UftJD Aftlll !:IPOM 
2 CJUIBJI) Ill u. 8. 

DJ,~ Wider ra,.&r 

,t bel•I..Da ..,. oralll wrUt.,. ott 111 
oontrao\ ~•n•. 

lOra..... !..a CMMaJ ......... \o Loelr!laM 
....s wrut- orr. 

H-1114la& ..,. craah wrltt- ott 111 
eoet?aet .. «=-•· 

0.\oloar 7, 1942 
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u.s. SECRET s1 

1- IM~ •eu• r1 ... • I 

p PLPP!AIX <v• 1v\Me1 tp Mltl• at M4 at repgrtl 

• J DILIYJIIID 
' LOft "' ___,_ . -
5 CIWIIID 
1 •• DeVoit 

~DltiRtiD to v.a ••••• r. 

1- lb:el.U.., wa oraebet 101'1\- ott 1>J 
ooet:rut ·• 1 r•t• 

~~ to u.~. 
74 D&nii\ID !0 IOUft .utiiOA 
J7 DILITDID !0 PJDniLD lt.IDOI 

1 IoOft A! 81A (111 n.taft) 
1 lA I oel aDd. 
1 • I'O'AW loutb Ul'ioa . 1.,., ....... 

"'"' .. ti'MJ. U CII.UUD Aftll\ DPORt 
4 at Detroit (IAcludl.na J tor JUaal or 11ttt Pt.la Beuh) 
1 at ~ or Wet\ Pt.la lle&oh 
• - ........ II1Uii 01' •••• i't.la .... b 
1 ., ep .. lal 4u\y (en.ht Ph14) 
...... "' u •••••••• • ni CIWIIIID U II.B. 

!0 PIIIIPULI> ltiDOI 
- ..... al 

"" ep10ial 4uty (Pan-Aa. Tra11>.1.11a) ti at Detroit (tr .... 1Uoa) 
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u. t SECRET 64 

BRniSR ,,OST SECRET 

9. W!l'911 }'!l ~'tiJI' LfL Re!""' AG-1'· a,a.c. au. 1u 

, a\ •••IWtll• - ~· 
1 • NtiM llaMftlle er ~· ,, ., ...... \1. Del. tJ •t•er\el \e 6.1. (fer '-•'•) 

April) 
I••) 

V.I. J 4 \1 re\VB \o 
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W.X~s"ROg DRITISH MOST SECRET 
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~~~~~ 

Iiddle Ja•\) 

.UIIftMa DIYIIIOI 
PLAIIlR AID PJIODOC!IOI 
IU!III All Ca.IBII OI 
WAIIIII!OI, D,C, 
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Treasury Department 
ottleo ot tho Secre tary 

oato .• l?9lRJ?.tr ... l!L .. 19 .._2 

fo: seoretal'1 llorgentbau 

llr. Hotllob. 

Attaohed 1e tb.t •Vo1oe ot tb.e 

broadoaet ot Ootober 7, ae 

b7 rederal Oo..un1oat1one 

-
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' VOICE OF THE CHl&r ' 

ROII.IIEL LETS ITALIANS CHASTISI: NAZIS 

The olandeat 1ne tranea1tter , "Voice or the Ohl er• , with 
•ouetaT 8iegrr1ed 11na• broa4oaet1ng 1n Oeraen to the 
Reich (Oot. 7), oaat i gatea Roamel tor upholding 4raoo­
nioal pun1abaent meted out bJ the Ital1ana to their 
German oomradee in arme ror d1acipl1nary breaobaa. 

61 

Nazia' Or1•f•-- "Tbua, a German eold1er who allegedlJ tried 
to rape an tal1an girl, waa giTen 18 aontha,• the "Ohler• ••1•• •although the ITidenoe wae tliaar, and be ebould 
have reoeiTed J da71 ot eolitarJ oonrtneaent, at the aoat. 
In another oaee, involTing a barroom brawl between three 
Nazi aeabera or the Atr1ka lorpe and 1& Ital1ana, the 
v1otor1oue Oeraane got b aontha 1n Jail aaoh, with Rommel 
again rerueing to intercede in their bahalr. 

(Federal Ooamun1oat1one Oommieaion, October 9, 19~2 ) 

-
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r;oT TO BE !!E-TRA::S!!ITIID 

co~ No. !:> 

OP'l'EL NO . 370. 

Information received up to 7 a . m. lOth October . 1942 . 

1 . !:ILITARY . 

lf!da -a scar . Our forces havo c~n~inueG thei r 

ad v•nce soce 20 miles south of Ants1r~bc. 

:! , liJR OPE.h,~. 

)1os t ern Front . 9th. l OC U.::;. ,J,,..,l:Grs 

(Fort resses and Liberat ors ) worG sent to ~.toe!< the Fives-

Lillo Steel and Lomomotivo Works at Lillo . !.boy burst s 

wore seen on the objective, As o result of encounters 

Ylith enemy airc raft a larce number are clsiced but definite 

f1guroc have not been received . Throe bomber s are missint 

and one cr.:~shed, ere" safe. 36 Squadrons of fighters 

provided escort and diversions for the bombers . Five enecy 

figh~ors uore shot do~ , one probabl; Ccstroyed and three 

One Spitfi re is miss1nc . ~ix U.S. Fortres$es 

attacked aerodromes at St. OcGr and Courtrai an' three 

l~squitos boobed objectives in Germany, - . .. ... . ,. One L:Osquito 

13 toissine . 9/ 10. 14 aircraft wGre sont mi ne layi nc off 

the IJutch coas t , Crete . 7th. U. S. Liberators boobed 

s:11ppinc in SUC:a Bay and obtained sevorol di rect hits . 

llal1faxos rene>~ed t~e attack at ni.;ht . !~tiar;asear . ?t~t . 

French aircraft were botlbed and machine .:unned at lhosy . 

1'110 were destroyed an<: tw dacaged . 
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ll. 1 rr~H lAOS'£ St);R.;T 
U. S. SEX:Rt)f 

Nor TO BE RE-·rRANSNI'rrW 

COPY NO. 

lnfol"l:ltltion receiv<>d up to 7 A.l~. , llth October, 194.1. 

• •• 
An ~neey sh.lJ> of 2,000 tone """ s ieht.ed and attack<><! by aireraft 

1 ,t>rd.1y northwest or CAP£ FnllST~ . The ship """ hit by machine gun firo. Ono 

1:;11 Uey M 3 fail<><! to return . fhree homeward-bound transports wi tb servico (lOl'­

'O"'Iol MVO boon a :tcckcd by U-boats in South Atlllntic . 

" P.IR O~ERATIONS 

v•e::.TEIIN FRO~l'r. 9th. Unit.ed Sta tos bombers claim to have dostroyod 

,'< <nemy aircraft, probnbly destroyed J8 und dOJMgod 19 during the attack at LILLE. 

10 th . One onomy aircmft was !!hot do\'111 ove~ .;.JGJ..AIID by anti-aircraft fire. 

·~. ' ircraft were sent Aine-la)'in& off the FRISIAN ISLI~DS wnd the French North and 

·roo. Coasts . Two arc alssing e.nd one croshed. 

~· 9th. Our light nnd f1gMer bomberc 1110.de 6 attact~ on 

:O.ndinr erounde nenr .J. DABA. TY:o were carried out by 188 nnd 169 6ircrAft ros-

'tlc ti voly. Ton onemy nircraft were dos troyod and eighteen d8mllged on the gt·ow•d . 

~n oddttinn , two dumps and seversl lorriea >~Oro destroyed. Our Fightero ohot do·:m 

len onomy aircrlift ond probably destroyed fivo. Wo lost onu bomb-or and lJ fightero. 

Liijht boobcru lllld Boaufightet·s sevoroly damugod o roih-."1)' train C<UT"/iD!l um.unition 

•n~ guns south of Sl Dl BAR!WII. Unit.ed Statoa t.iberatora bombod llEIIGHAZI itAJOOUR . 

~· 9th. ::1ghtccn Dlonhow bombed PAKroKC ,,.,rodroc;o 60 aUco 

>:>thwost of I:AIID.\LAY , and t h• raU""; aoutln:o•t of LIIJ ID>\LAI . 
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October 11, 1942 

I called on the President today at 11 :00 a.m. I asked 
him if he was going to discontinue our examining the diplomatic 
pouches whether it wo?ldn' t be juet as sensible to do it now. 
He agreed. I asked h~ about Sumner Welles and his attitude 
and he said that Sumner had been fine , and t hat he had ex- ' 
plained t o Sumner that ·if t he Spanish proved to be at all 
difficult, Sumner should write a letter to Franco and he, 
as President of the United Statea, would be glad to sign it. 
The President said that the story would be that we had lost 
an impor tant document which we were looking for, and that 
some of the subordinates, through overzealousness , had opened 
too many pouches . 

He seemed to think there was eomethine very funny about 
Admiral Leahy bringing him a letter signed by all four members 
of ~be Joint Chiefs of Staff recommending t hat we do not 
examine the pouches . It also seems that A. A. Berle had been 
Acting Secretary of State for three days while this was going 
on, and he had called the President at midnight about it and 
the President refused to talk to him about it. The President 
seemed to be very much amused at Berle's excitement over this 
matter . 

We then got on to Bill Bullitt, and the President said 
he had talked entirely too much when he was in London the last 
time , and he approached people whom he thought knew certain 
things about our military plans . The President also said 
that Bullitt wanted to be one of the political or civilian 
governors of whatever territory we were proposing to go into. 
The President didn't like that at all. He said he was r ecom­
mending a man by t he name of Uurphy who was entirely familiar 
with the area rather than Bullitt. 

In regard to my trip abroad, when I came in the President 
said right away that he was very glad I was going, and wanted 
me to find out certain things which he thought should be ob­
served in England. He said he had heard that the English 
would not let ot her Nationals trade in certain territories , 
and he wished that I would find out about it. He said I should 
ask some questions as t o what they propose to do about the 
various oil possessions and whether they would let the 
United Stat es and other countries in there after the war. 

... • 
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The President wants all of these Colonies, etc . , open to all 
the world. I asked him if he wanted me to give any message 
to Churchill, and he said, "Yes. Tell him that 11f1 t r ip 
around the United States was very successful, that I found 
production good, and that the whole question is probably one 
of shipping . " He told me I should also try to find out how 
the English are doing their financing. He said, "l.!y hunch 
is that they do it by printing a lot of paper." 

1 told the President all about 11f1 troubles on the 
financing, and how we finally got over the four billion dol­
lars . I asked him whether he wouldn't say something about 
the Treasury and its work, and he said he would, and that 
he could give out a little statement about financing the war 
at 2% and how important it was and how much it would save 
the people in years to come in interest rates. 

VIe then got on to t he tax bill, and to 11f1 amazement 
he told me that on Friday he had seen Speaker Rayburn and 
Chairman !AoCormack and they were very anxious not to have 
the Senate pass the tax bill last week in order to give the 
House a chance to stall the bill because they don't want to 
pass it bef ore election. The President said he had agreed 
and that Barkley had not cooperated. He said it was a 
mistake to have t he bill passed and sent to him just one 
week before election. 

I then suggested to the President that we prepare a 
radio talk for him on the question of taxes and inflation, 
and the 20 to SO billion dollar gap, and cover the whole 
field . I told him that he should give it after election. 
He said he would be glad to, and I said we would have the 
speech cleared by the Director of the Budget, Leon Henderson, 
Eccles and everybody else, and have it all ready for him, and 
be thought that would be fine. 
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The President a.sked me about bia sending up a letter 
on t ax-exempts, and I said, "No, " that be should hold his 
f ire until be could cover the whole subject, and be agreed 
thut he would. 

I was with the President 55 minutee . I tried to tease 
him about not having said anything about our tax bill, so 
he said, "Well, you know I don ' t generally say anything 
about the tax bill while it is in the process of going 
through Congress." I mentioned the attacks on me which 
have been made in the Scripps Howard papers, and told him 
tha t I hoped he would say something to offset them. He 
thought that he would. 
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Present : Mr. Bell 
Mr. Paul 
Mr. Sullivan 
Mr. Buffington 
llr. Gamble 
14r. Haas 
llr. Charles Bell 
Wr. Gaston 
!lr. Graves 
llr. llthite 
Wr. Kuhn 
Wr. Schwarz 
llrs. Klotz 

October 12, 1942 
9:45 a.m. 

H.M.JR: I would just like to say this, that this 
last financing was the most difficult and, of course, it 
was the largest, with the lowest interest rate in the 
his tory of the country. It went over and we got our 
four billion. If anybody asks any questions about it, 
before you interpret it in any way wnatsoever I wi sh you 
would please speak to Mr. Bell about it . 
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I think we have every reason to be more than pleased 
that we did get it, and there were certain technical 
difficulties. We didn't allow enough time; notice didn't 
get out in time; and the reserves weren't high enough ­
this, that and the other thing; but it is over - finished. 
I have not seen any criticism in the paper about it one 
way or another. As I say, if anybody does raise the ques­
tion- I·mean, I think we have every reason to feel pleased, 
but you, particularly, Schwarz--

She 
she 

WR. SCHWARZ: Gheok with him? 

H.IL .JR: Yes. 

WR. SCHWARZ: I saw ~ylvia Porter at the Press ~lub . 
apologized and said she was merely reporting - that 
has every confidence in us. 

I 

Regraded Unclassified



- 2 -

R.M.JR: That is a wonderful way to show i t . 

MR. SCHWARZ: She was sorry afterwards that she 
had printed it . 

71 

H.M.JR: She ought to wri t e a story now from the 
standpoint - she wrote a story yesterde,y from the stand­
point of the Government bond dealers, and now why doesn't 
she write onp from the standpoint of the Government? 

YR. SCHWARZ: I told her I was sure that the results 
would be--

B.M.JR: I mean, having now reported what the Govern­
ment bond dealers think--

MR. SCHWARZ : I t hink: she will write the other story. 

H.U.JR: I doubt it. 

MR. SCHWARZ: ::lhe had better not come back to tow 
if she doesn 't. 

H.JLJR: The first time she admitted that we here 
had sold a lot of issues successfully, and just because 
we didn 't do what some of the dealers wanted - give t hem 
two and a quar ter percent - she had to report that. 

MR. PAUL: Anderson m.ade a--

H.M.JR: What? 

llR. PAUL: Anderson made a hot speech the other night 
that the interest rates were terribly low and they had to 
get them up . 

MR. WHITE : Benjamin? 

MR. PAUL: Tbe Chase National Bank. 

H.M.JR: He is not with them any more . 

• .. , 
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MR. PAUL: It w&s a very hostile &ttack on our 
financing , particularly stressing that point, s&ying 
how good it was in the last war and how b&d in this. 

H.~!.JR: He is at some university in Galiforni&. 
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MR. WHITE: He notoriously would take that position. 
He sold out completely to the bankers in the last fif­
teen years. Everything he has ever written has been 
bad. If you want to know whether you are right just 
find out whether you agree with Anderson; if you do, 
then worry. (Laughter) 

H.M.JR: Give Winthrop Aldrich credit for having 
shipped him. 

MR. PAUL: It is interesting th&t Donald Woodward · 
of the Mutual Life, Douglas' personal &ssistant, w&s 
there, and came b&ck against Anderson. 

H.M.JR: I think one of the few occasions since I 
have been he re of ~ having lost my temper when somebody 
came in to see me was with Anderson. So that Ur. Aldrich 
would get the story straight, you see, because he had 
sent him down to see me, I o&lled ~ldrich up on the 
telephone and to ld him word for word what bad happened 
in this office. I wanted him to get it straight, and 
not very long after that Aldrich let him go. 

J.IR. WHITE: He is the wol'st of the lot. 

H.J.I.JR: oDe of the very rare t imes that somebody 
has come in here and sat here - I don't know whether any­
body w&s here or not. 

MR. HA AS: I was here . 

H.ILJR: What happened, Geol'ge? 

MR. HAAS: Just as you say, that his remarks were 
entirely unwarranted. 

H.M. JR: And I got angry; then I c&lled up Aldrich. 

t 
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MR. KUHN: An article on the opposite side by Alvin 
Hansen in the "Atlantic lfonthly" for October is very 
encouraging and very optimistic about the whole financing 
of the war and t he inflation problem, and so on. It was 
somewhat alon~ the lines of Jack Viner ' s piece in the 
"Yale Review. 

H.M.JR: In October? 

MR. KUHN: Yes. I t is a good piece . 

H.U.JR: We subscribe to it. I have not seen it. 

MR. KUHN: 'lhe heading was "We Can Pay the War Bill." 

H.J.f. JR: Would you give it to Mrs. Klotz this 
morning? 

UR. KUHN: Yes. I think it could be photostated. 
I will show it to Harry and see if Harry thinks it ought 
to be photostated and distributed. 

!!. !.!. JR: Be sure and give it to me this morning. 

~n. KUHN: Di d you see it? 

MR. WHITE : No, I didn't , but it should be, anyway. 

l!.U.JR: !la.rry will take it blind - or straight. 
(Laughter) 

llR. PAUL: Don ' t take all Hansen says. 

MR. VII!ITE: No. 

I!,IJ. JR: How is "priority" Bell? 

MR. <liARLES BELL: I have one priority - a man in 
the Procurement Division. He is for~-two years old. 
He has only been with us since June , and it is not such 

· a strong case. 

MR. GASTON: He is the man that is buying munitions, 
isn• t he ? 

llR. CHARLES BEU.: Yes, sir. 
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H.il. JR: Munitions? What are we buying munitions for? 

}.IR . CHARLES BELL : '!hat is for the Russian purchases. 

H.M. JR: I didn ' t know we bought any munitions; I 
thought we only bought nonmilitary. Let's see what he 
buys : noni'abricated steel, iron, aluminum, zinc - he 
doesn ' t buy munitions. He has metallurgical training 
and experience . We will give him three months . (Defer­
ment case of Robert Tarshes approved by the Secre tary 
for three months . ) 

He is single, isn't he? 

MR. CHARLES BELL : Yes, he is single - 1-A. 

'!hat is all. 

liR. BEU.: Nothing. 

H.M. JR : You told the boys what I wanted at lunch? 

~m . BELL: I haven't yet, but I will. 

H.M. JR : Harold? 

MR. GRAVES: I have nothing. 

H.M. JR: One of the things I would like to talk 
with you about is the time deposits- the National banks. 

1m. BELL: trpe ? 

H.l.!. JR: Time - savings accounts - at lunch. 

MR. BELL: Give them a special security - something 
like that? 

H.M.JR: Some thing like that. 

Nothing, Harold? 

WR. GRAVES: Nothing. 
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MR. WHITE: We have several bills regarding the 
Silver Purchase--

75 

H.M.JR: Excuse me. I bad a very nice letter from 
0' Connor and I would like it it you would ans>7er it, 
you see- - (Referring to letter from J.F.T. O'Connor , 
postmarked October 10, 1942.) 

MR. GRAVES: Me? 

H.M. JR: Yes, for my signature - some suggestions. 
I didn 't know he was a judge now. 

MR. GASTON: Yes. 

MR. GRAVES: He has been for a couple of years. 

H.M. JR: All of his total salary goes into war 
bonds. He is quite a war-bond enthusiast. 

MR. GRAVES: 'll1a t is right, he helped us. 

H. Af. JR: He has written a two-page letter. Harry? 

MR. WHITE : We received several bills which are 
being submitted to repeal the Silver Purchase Act and 
the domestic silver provision. We are called upon to 
report on two of them. It will mean that the Treasury 
will have to take a position on them, although the 
lawyers tell us that we can at~ I would oe inclined 
not t o anawer them, if you don't have to, at this time. 
We already have commented on the Green bill. 

MR. BELL: We took a position on the Green bill, 
didn 't we, which i s the same thing? 

MR. WHITE: What? 

MR. BELL: We took a definite position on the 
Green bill • 

.MR. WHITE: 'Jhese others call for more than that. 
The repeal of the Silver Purchase Act and also the 
repeal of the domestic purchase - we did not take a 
position on those two items. 
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MR. BELL : I see . 

MR. WHITE: In light of McCarren's conversation 
you might want to just postpone the matter, if that 
is all right. 

H.M.JR: Here is a letter, Mr. Bell, that needs 
a little thought and the help of everybody. I t is from 
Justice Byrnes. . 

7b 

• 

"I have been thinking over our talk at lunch • 
yes terday and" - I told him if there was ~thing we • ~ 
could do to help him we stood ready to do it, on any 
front - "it occurred to me that it would help me a 
groat deal in grappling with the problem of the control 
of civilian purchasing power if you could have a report 
prepared which would consider the extent to which the 
control of civil ian purchasing power could be effectu­
ated by (a) compul sory savings and (b) the ra tioning of 
spending. I am sure that you have given a great deal 
of thought to the potentialities of both of these 
techniques which connect closely w~th the Treasury' s 
fiscal policies. 

"I hope that you will also give me the benefits 
of your thoughts on the question of the considerations 
which should guide me in directing or refraining from 
directing the use of subsidies to insure maximum pro­
duction and distribution and to prevent a rise in the 
cos t of living. " 

There is a mouthful in that letter. 

(Letter dated October 9 , 1942, from Justice Byrnes 
handed to Mr . Bel l . } 

MR. PAUL: Did you get that this morning? 

MR. WHITE : Signed by Ben Cohen? (Laughter ) 

H. IJ. JR: Ben Cohen is busy. Anyway, I am sure Mr • 
Graves will write the part on compulsory savings for you. 
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~. GRAVES: I would at least like to see what i s 
written. 

H.M. JR: I f Bell will consult everybody--

LIR. BELL: I will let you (Graves) peak at it. 

H.M. JR: Got anything else, Harry? 

IIR. WHITE: Jio , sir . 

H.M. JR: Chick? 

MR. SCHWARZ : Nothing. 

H.M. JR: George? 

7f 

MR. HAAS: I have nothing except this, that during 
each night we are making up another table so that it 
will be available to you at nine o'clock in the morning, 
sho'fl'l.ng wba t the Fed did in the market and also the 
effect on the price. It will be in the black book, 
the first sheet. 

me? 

H.M. JR: Better show it to me- nine o' clock? 

MR. HAAS: I have the first one here . 

H.M. JR: Do you want to stay behind and show it to 

J.IR . HAAS: Yes. "ntat is all. 

H.M. JR: Roy? 

MR. BLOUGH : Nothing this morning. 

H. l!,JR: Ted? 

l.!R. GAMBLE : I have nothing, sir. 
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H.Y.JR: Kuhn? 

MR. KUHN: Nothing. 

MR. BUFFINGTON: Nothing. 

H.M. JR: Paul? 

UR. PAUL: I have 
one little item I want 
the day. 

nothing exceit that there is 
to take up w th you later in 

H.loi.JR: I will do it right afternrds. 

YR. PAUL: I would rather put it a li ttle later, 
if you can, because I am mending it in accordance with 
your suggestions. 

H. J.!. JR: Well, Mr. T. V. Soong is coming in at 
eleven forty-five . Eleven-thirty? 

MR. PAUL : All right. That will be all right. 
I can have it ready then. 

H.M. JR: If you want to see me , eleven-thirty? 

UR. PAUL: Yes. 

H. lol. JR: Anything else? 

UR. PAUL: No , that is all. 

MR. SUJ..LI VAN : 
reported to you the 
Saturday morning. 

I don't know whether Randolph 
results of the conference 

H.M. JR: I refuse to be questioned on anything 
that happened in the last seventy-two hours - I mean 
for fear that I might incriminate rnfself, because I 
can't remember. 

78 
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YR. SULLIVAN: You will recall that we discussed 
with you, before we went to see llr. Byrnes, the Bureau's 
end- the Treasury' s handling the reasonableness of 
increases or decreases in salaries between five thou­
sand and twenty-five thousand. It developed across 
the street that all along they had decided that we 
should handle it. 

Byrnes made some remarks about the Treasury that 
were most complimentary. He felt that it was such a 
responsible job that he did not want to entrust it to 
a new agency. 

We also had some conversation in this room - the 
three of us - about some new agency. 

Late in the day I talked with Comissioner 
Helvering, and he felt that if he were to do it he 
would like to set up his own unit over there in the 
Bureau and go right ahead and do the job . He is 
making plans now. I think we will have something to 
submit to you Wednesday- I mean as to how we would 
like to have tha t done. 

H.M.JR: O.K. 

J.IR . SJLLIVAN: Saturday morning I talked with 
Governor CUrley and told him about the time of that 
appointment . He was quite in accord that it would 
be better to do it before the fifth of November than 
to do it now. 

One day last week you said--

H.lf. JR : I reported that to the President, 
Herbert. He said, "O.K." 

1~ . GASTON: Good. 

MR. SULLIVAN: One day last week you sent in a 
rather nasty clipping from the Cleveland Plain Dealer 

I 
··~ 
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about the collector out there having lost his auto 
use stamp and B8fing he had a certificate. What he 
did was strictly in accordance with the regulation -
what everybody else can do - and the Commissioner 
£elt that the article was written up by somebody who 
just wanted to take a crack at him. He thought that 
It would be very unwise to reprimand him in any way. 

H.li. JR: All right. 

Herbert? 

MR. GASroN: I haven't aeything ucept that I 
have a brief report I would like to make to you today. 

H.U.JR: Who is seeing me afterwards? 

llR. HAAS: I am. 

ll .M. JR: All right. 

80 
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HMJr: 

Operator: 

HICJr: 

Marriner 
Eoolell 

HJCJr: 

E: 

IDIJr: 

E: 

RKJr: 

E1 

HJCJr: 

E: 

E: 

IDIJr: 

E: 

IDIJr: 

E: 

IDIJr: 

Bello. 

Cbainaan Eo ole e. 

Bello. 

Hello. 

Hello, Marriner' 

Yee, Benr)'. 

October 12, 1942 
ll: 49 a •• • 

Well, the wor s t se••• t o be ovar. 
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Yeah (laughe). Well , I think 1t- I think it 
turned out all right. !bere1 e been no publ1o1tJ. 

Yeah, 

I go t - I jus t read the Ooldeaith Letter t hie 
aorn1ng • • • • 

Yeah • 

••• • 1n tull and 1t1 e an excellent p1eoe. Mow 
that- he'• a eaart fellow. Be eo•e - eo•et1••• 
doean 1 t g1ve rou the beet break. It r ou 
haven't read it •• • • 

Yeah. 

.. . • I - I think r ou ought t o read 1t, beoauee •••• 

I ' ll get 1t. 

•••• 1t1 e - 1t1 e excellent and 1t goee t o - goea 
out to a good aanr tboueand banta and 1 t' • 
aaaa1ng bow auoh ther- ther lieten • .•• 

Oood. 

•• •• to 1t. and, •• • • 

Wall , I - one'• h1nda1ght 11 alwara better than 
one' a toreaigllt . !bere are certain thing a which 
happen whl.ob I think we oan oorreot eae1lr 

(oont. ) 
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RIIJ'r : 

E: 

HXJr: 

E: 

IIMJr: 

E: 

IIIIJr : 
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IDIJr1 

E: 

IDIJr: 

E: 
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another Uae, and ay a ttl tude - I bau a 
resula r preea conference at t our o 'clock, and 
I' a daply golnc to annol.lftce tbe thing, and 1t 
they don't aek ae anr queeti ona I•a not going 
to eay anything, you aee - hellct 
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Yeah. Well , I think that'• all right. I - I 
waan1 t eure of that BaturdaY, but 1t eeeaa t o •• 
that it- it - it'a - there1 a no - there'• no 
need ot •• • • 

Stirring thea I.IJ>• 

•• •• ot etirring thaa up, and • •• • 

And, on the other hand, 1t they do aek ae I 1a 
101ft& to aq I think i t' a reur kable that the 
thing went ae well aa U 41d oona1der1ng the 
taot that they weren't looking tor a two per cent 
ieeue. 

Tbat 1 e right, that eYerybod7 waa l ooking .for 
two and a half, and thia caae aa aoaewhat of a 
diaappolntaent and a aurprlee to thea •• •• 

Yeah. 

••• • end not onl:y that - I think we ool.lld - 1 t a&J 
be well to eay that - that oonai derlng t hia ia 
the largeet ieal.le ••• • 

X ea • 

•• • • d noe the laat war and that there vu little 
t1ae t or prepa.ratlon, that the taot that i t 
waa opened auoh a ahort tlae, that the reel.llt 
waa Yery ·eatletaotory. 

Tbat1 a what I - that 1 a rq attitude. 

Well , I think tbat'e the way t o appr oaoh it. 

And it they don't queetl on ae, I'a j uet going to 
announoe it and let it go by. 

Xeah, well , eYen if they- t hat 1 a what I would do. 
Mow it they do queat1on you, then I think that 
1e the thing to aay. 
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E: 
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HXJr: 

E: 

IDIJr: 

E: 

HICJr: 

E: 

E1 
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Tbat'• what I'• goinc t o do, 

Ooldeaith'e Let t er • • •• 

Yee. 

• ••• if 70U 1Te got a .ohanoe t o read that • • •• 

I'll read 1t. 

• • •• before 70ur preee oonferenoe •• • • 

I will. 

., .. I think 70U U7 find i t helpful. 

I'll do that. 

l ow a bout how - how auoh oTer do 70u think we 
ought t o taket 
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Well , I think it'• about a- there'• a hundred 
and twent7 oTer, and •• • • 

Well, that's without Fed tak1nc •"7· 
Yeah, we don't want to - we don ' t want 70u to 
take aQ7. 

Yeah, but what - what occurred to ae wae that -
do 7ou want t o aake a hundred per cent allotaentt 

Yeah, we' ll haTe to. 

You would on that bade. 

Jo, no, I don't want the Fed to take an7th1DC 
now. 

IJh huh. 

We'll Juet take all that wae eubeor1bed. 

IJh huh, Well , then g1Te thea a hundred per cent. 

That ' a right. 
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E: 
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And, ot oouraa, JOU 1ll announoe wha~ the eubeoriP­
~1on ia tinallJ' 

Oh, Jea, and wa hope to ha•e it b7 banke and non­
banking bJ t our o'olook. 

Uh huh. 

No, we don ' t- we- I appreciate the eubecription 
and the backing, but the waJ the thing ia now I -
I YerJ detin1telJ don ' t want anJ. 

The- welll it - it - there'• one thing about it, 
we ' •e - we •e got a - we can alwa7e be aure ot 
ge tting wha t we ha•e- we need •.•• 

That'• right. 

•.•• eo that - that we oan deteralne the progrea in­
stead ot aomebodJ who - other than the publ1o 
1ntereet to deteratne it. 

No, I - I - 1t1 e all right. Ae I eay, we - I 1 Ye 
learned eome l eeeona and theJ ' r e eaey ones to 
correct, and we went through th1a a nd I think the 
next one will be muoh eaeier. 

The- the t1•e billion authority we had, you know, 
ie a reYol•ina tund. 

I know. 

So that it doesn't aean we Juat bur it and then are 
through. We can - we can - we ca n keep a tund ot 
that aort reYolYing ••• • 

That' a right • 

• ••• and it1 e worth a lot. I think •• • • 

Well • •• • 

•••• the next tiae- and then I- and I- I ' m going 
to get our !ellowa together thie week, and then 
I' d like to aeet with Dan and •••• 

Good. 
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•• •• b1a people to atart rigbt now,, •• 

I tb1nlt eo. 

• • •• tor Nove•bar and Deoaabar inatead or get­
baing - gett1ng right up to the anubb1ng-poet 
and - and not baing read)'. 

No, that' a what we lhould do. 

Well , we ' l l get bu&J tbia weak. 

All right. lfell , 1t 1 1 all r1ght , and tbanke t or 
all the aupport . 

Well, OUJ. 

'1'hanlt J OU, 

Ooodb7e. 

86 

Regraded Unclassified



October 12, 1942 
12 :13 p.m. 

Hl! Jr : Hello . 

Secy . 
Stimson: Hello . 

HU Jr: Henry talking. 

S: Yes, this is Stimson. 

lllJ Jr: 

S: 

1!11 Jr : 

S: 

Ill' Jr: 

!:) : 

teA Jr : 

S: 

H!J Jr: 

S: 

HM Jr : 

S: 

I just had a talk with Patterson about certain 
matters that were taking place during ~ absence. 

Yes . 

But he was unable to bring me up to date. 

\'/ell, as of noon yesterday it was all called off. 

That ' s what I understood . 

Yes , and nothing interesting was found . 

Well, don't you think you've sprung the wrong bag? 

(laughs) The answer is yes . 

I •m talking - thinking aloud. 

Yes . 

Wasn't it unwise to do such a thing unless you had 
the preliminary spy - espionage knowledge to lead 
you to the right track? 

1.Vell .. . .. . . . 

And now haven' t you probably destroyed the lead? 
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Well, I didn't do the master-minding. 

\'/ell , who did that'/ 

Well, I can't • •• • 0 • 

Oh, that ' s al l right. 

Patterson told me that he had suggested that the 
mail going by ship from l~ew Orleans - a Spanish 
ship - a slow ship and a very unlikely lead. 

Well, of course, one's hindsight i s always better 
than one's foresight . 

Well, hasn't the trouble - the thing that I'm most 
concerned about is , first, the effect on Hull with 
whom I had taken it up informally on Monday - on 
Tuesday rather, after you had taken the matter up · 
with me . And, secondly, the effect it may have on 
reinstatin~ those elements in the State Depar tment 
which I thlnk it is most undesirable to have r ein­
stated . 

Well .. . .. . 

S: Hull himself, and I am very fond of him, I think 
wa.s very much stirred up by the infornation I 
gave him. 

Ill.! Jr: 

S: 

Ill.\ Jr : 

S: 

But did nothing. 

V/ell, hold on. You can say that, yes - but Berle, 
through whom he acted, for which I am very sorry, 
came around to the Joint Chiefs of Staff with a 
suggestion which embodied not as much as I thought 
ought to have been done, but which was on the way. 

Well, you know t he final action they took? 

The final act ion who took'/. 
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The Joint Chiefs of Staff at Berle's insistence. 

They - they - they agreed to take it up by the 
means as Berle suggested. 

Well , that I didn't know. 'l'hat I didn't know. 

What did you hear? 

Well, I just know about the formal docUlllent which 
I got from them. 

$ : I haven't seen that. I don't know ... 

HI' Jr : 

S: 

Hl! J r: 

S: 

10! Jr: 

S: 

Hl.! Jr: 

S: 

lOA Jr : 

S: 

IW Jr: 

Well, I sent it back to the President. I didn't 
keep it. I didn ' t keep i t. 

\'/ell, the trouble really, Henry - I mean, I - I 
distrust Berle . I don't distrust Hull. 

Yeah. Vlell, might I make this suggestion? Hello? 

Yes. 

Sometime when you see the President you discuss it 
with him. 

I don't see him enough times now - he 's so busy -
t o count on it at all. 

Yeah. 

I don't know how he acted at all. I was preparing 
to build up, after having gone through the motions 
with Hull - I think Hull perhaps would have been 
able to work it out. 

Yeah. 

And perhaps would have been willing t o work it out 
because he gave every evidence of doing it at that 
time , but now the trouble is he is away. 

Yeah. 
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S: 

Hll Jr: 
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Hll Jr : 
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I don't kno~ the circumstances of his going, but 
I should th1nk that he probably would be in ~ 
state of Tennesseean eruption •••• •• 

I doubt it . 

. .. .. over the fact that this thing was done over 
his head and without beinl! heard from. 

Yeah, but I doubt whether he will be. 

Well, I wish I was nore certain. 

But the other thing is that this other nan - t his 
Adolf - is stlll in the key position there and in a 
position to be a real source of obstacle. I was 
trying to get Hull into it himself. 

Well , of course , the thing - as far as I am Mn­
cerned - I mean the thing that burns me up is we 
take months to t ake action on something as cr itical 
as this . This thing start~d last August with Dean 
Acheson. 

Yes . 

And then he goes away on a holiday and we have to 
wait until he comes back, and this thing -

Oh, that's the way the St~te Department works -
I know it. 

And, after all, I don't know Inuch but I know -

We - I took i t up personally with that Department 
within 36 or 24 hours after I had heard of it. 

I know you did. You were &~Te ll. You were swell, 
and you t ook it up within 24 hours as you say, 
but this thing has been laying before that. . 
This thing always th~t the State Department 1s 
one thing and Mr. Hull i s a separate identity -
I just can' t understand it. 
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Well, I know that - probably though - I wonder what 
the President thinks about it . The information 
you know, has come to me second hand. I didn•t'know 
of it until after you stir1•ed me up. I presume 
you have been getting something first hand. 

Oh, well , I have only been operating as en agent 
under very careful instructions . Don ' t think for 
a minute that I have been operating on my own. 
Hello? 

Yes. 

I mean - I have - and what I am saying now vou've 
got to - because I nean we were all sworn to secrecy 
and all that - but I have been guided every single 
step by the Commander-in-Chief - every step that 
I have taken. We have been acting because we happen 
to have the police powers . 

But will you tell me this Henry? 
is responsible for Adolf being in 
Is that the Chief also? 

\/ell : • .•.••• 

I don't know who 
that Department . 

I don't think - of course, my sources of ~o~tion 
are very indirect, but there are people st1ll 1n the 
State Department who were t here. when. I was the:e , and 
who sometimes talk to me - conf1dent1ally and 1n 
trust. 

Well, now I have heard •••• •• 

They're - they're - the ones that I am speaking of 
are very much disturbed about the same attitude in 
their own Department that you are. 

\'/ell , Harry, I can only tell you what I heard from 
the President himself. 

Yes. 
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And that this thing - this suggestion was made 
and , as I understood it, he left i t over there for 
three months - and as I understood it - ~ memory 
rnay not be very good - but that it was Welles who 
finally made the decision to bring Serle in, and 
it was not the President. Hello? 

S: Yes . I didn't know that . 

lfl.l Jr: 

S: 

HM Jr: 

:) : 
.:;;.. 

H!.! Jr: 

S: 

HM Jr: 

S: 

\/ell, that 's my understanding - that he was brought 
in by 1/elles . Now, it is a matter of a good nany 
years and ~ understanding may not be correct, but 
as I remember i t , that was the - because at one 
time there was a great discussion as to who's nan 
was he, and the President got quite angry an.d said, 
"Well, the suggestion kicked around the State 
De~artment for three months , and I never did a 
th1ng about it . " 

Yeah. 

But I just want you to know, in view of everything 
that has ha~pened and in view of the position of the 
Combined Ch~efs of Staff, I have the most careful 
instructions which I was given, both verbally and 
in writing. 

Yes • 

And I'm simply just like ~ Customs agent at the port. 
I mean I was acting under direct orders of_ the Com­
mander- In-Chief, and I wouldn't be so stup~d as not 
to have made 100% sure that I did have the orders -
you see? 

Yeah. 

And I want you to know that. 

Well, I wish the Chief - I wish the Collllllander- In-Chief 
had been given an opportunity t o think over that as a 
second thought before he t ook a second rate lead 
instead of a first rate lead. 
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Well, that's correct - we had these def inite orders 
and we had no choice to pick or choose, 

Yes. 

You see? 

Yes . 

And, after all, it was in effect for about a ! . . . .. 

Well, the whole thing is off now? 

The . whole thing is off, but the people who know it­
it ls very restricted as to whoc knows this thing. 

Yes . 

It is very restricted, and I hope it will stay that 
way. 

Well, I wi sh sometime you would te l l me the whole 
story because I mean I never - neverheard the first 
whimper of i t until Patterson brought me the news 
just before I acted. 

Vlell, okay. 

Then I ' ll be in a more intelligent position. 

Yeah. 

I 've got the news which my G- 2 has - I looked that 
up . Of cou.rse , they are very much disappointed 
because they had guidance from their espionage 
people on leaks which examined afterwards were 
confirmed. 

Yes . I see. 

S: They're bona fide. They' re real bad leaks, and I 
wou~d like very much to stop them, and Hull has 
stopped one eouroe by refusing to have him accredited 
here to come back when he went away. 
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Yeah. 

And, therefore , their information seems to have 
been satisfactory to the State Department . 

Wellt the only possible criticism which I might have 
woul<1 be that the President himself hasn't been kept 
properly posted. 

Yes , well that might be . I didn 't tell him about 
these things until after your note to me came . 
General Strong hadn't talked the thing over with me. 
I suppose he was working it out by himself. 

But he didn ' t - be didn't make up his mind until 
a week a~o today, and if General Strong had this 
informat1on - certainly if the President knew it 
he didn' t let on to me. 

Yes. 

And he thought this thing over for 24 hours before 
he did anything. 

Yes. 

So he didn't go into it half-cooked. Hello? 

Yes . 

So -

Well, if I get a chance to talk to him I ' ll do it. 

I want you to know - I mean he deliberated this 
thing - thought about it for 24 hours, and be has 
all kinds of sources of information that I don't 
even know of. He has got Admiral Leahy and he has 
all these officers - Army and tlavy - running to 
him all the time and everything else . He has got 
sources which I just don't have. 

Yes, he has sources that I don't have. 

Regraded Unclassified



!1!4 Jr: 

S: 

HM Jr : 

S: 

!Ill Jr : 

S: 

- 9 -

And after thinking the thing over deliberately for 
24 hours, he decided that he wanted something done . 
And we did it. And we had bad luck. 

That ' s all right . 

But - I- that's about the whole story. There isn't 
mucli more that I could tell you. 

All right. Thank you very much. 

Thank you. 

Thank you very much. 
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October 12, 1942 

In my conversation with the President Sunday, he said 
"Adtuiral Leahy (or Bill Leahy, as he calla him) brought up ' 
to me a letter from the Combined Chiefs of St aff , signed by 
all fout• of them, saying they wanted diplomatic pouches to 
go in and out of the country freely." So I said , "Well, 
you know, Jdr . President , your directive t o me was in advance 
of the meeting of the Combined Chiefs of Staff ." 

Then the President said an import ant thing to me . He 
said, "I don't know what business it is of the Joint Chiefs 
of Stu'f any way, " which bad been my feel in& right from the 
start. Then I said, "Well, you know who needled the Combined 
Chiefs of Staff?" and the President said, "llo, who did?" 
I said, "It was A. A. Berle, and then he appeared before them 
and pleaded the case . " I said, "As far as I an concerned , 
I would much rather take Stimson's view on this than anybody 
else ' s in connection with the Army and Navy because he has 
been all right on things like this and knows what he is doing. " 
'rhe President said, "You bet ile is ." 

.:3 ll ~ ~ AOit·OiB~· 
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HKJr: 

Operator: 

RMJr: 

Samuel 
Ro eenun: 

HKJr: 

R: 

HI!Jr: 

R: 

P.IIJr: 

R: 

IIMJr: 

R: 

P.IIJr: 

R: 

P.IIJr : 

R: 

P.IIJr: 

R: 

HMJJ": 

R: 

Hello. 

Judge Rosensan. 

Hello. 

Henl')'t 

I n person. 

Henryt Ballot 

Benl')' Morgenthau, Jr. 

The applp aant 

The a pple knocker. 

Lie ten. 

Yee. 

Ootober 12, 19~2 
}: 12 p ••• 

I - I wanted to oome over to talk to you, but 
I want to - I got t o - I have to make a train 
eo I'll have to a ak you over the phone. Did­
Nahua Goldman t old me he a poke w1 th you 
about tba t oable. 

Cablet 

lbat they got trom Geneva. 

Ob, yea. 

And - and I - I Jua t read 1 t to the Preaident . 

Yea. 

There waa- be- be di~n ' t deoida anythi ng or 
eay anything- I Juet aal~ ooul~n 't aomethlng 
be done either through Taylor or something. 

Yee, yee. 

Do you auggee t anything elaet 

8( 
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R: 
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No, I don't eee - I don't ••• What alae. 

Apparently Wellea k.nowa about 1t. 

He doeet 

Tbat' e what Goldaan told ••· 

Uh huh. 

And I Juat - 1t - I Juat read 1t to the 
Pree1dent. 

(Tbe resa1nder or the converaat1on wae 
not recorded.) 

88 
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n .. r J.Ctra 

Your tbouahttul letter baa cl Yea 
• • a ~reat deal of pl...aPe. 

~o tb l~ .auld be ..,. eajorabla 
t haD to Y h 1 t Loa .bt;elea lftci Otl:.er lU'r 
ec=uoltl .. •• r ou • 'IIU .. t, 'IM!t at leu 
!or the p~aeot l '• atrata that thle la 
lapoealble. for reaaoae whleh 1 .. wlll 
uJIIierahiiOl I haYe 11M te e11t ci- ., 
ap"cb--k 116 a8d ooatlM lt to -r-~ 
plaou. 

All the ..... I p .. u, apprM1ate 
the au, <eatlooa ..de l a rour letter, a8d 
I • r-preolate 11peolall1 the ap1rlt that 
!eci 70u to write ... 

It •• a:ooci to hHI' fro• 7011. 

Sbcerel;, , 

(S1pe4l • ...., 

l oa. J. F. T. O' Coaaor, 
l olte4 t tatea Dlatr1ct Court, 
Lila J."ll!elea, Callterala. 

FK/ogk 

file t o Tbompeon 

Photo !1l e 1n D1ary 
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October 12, 1942 

~ dear ~. Preaid.nt: 

I aa tranUilttlztg herewith h o oharta 011 War 
SaYing• aooa. whioh I hope JOU will ttnd of intereat. 

The tlrat ohart aho.a aonthl)' 11lea of War Suint • 
Bonda aiooe lla7 19U, the Urat aontb iu llhioh tha7 
were iaaued. The top aaotion of the ohart olaaaitiae 
the total eal t1 ot 1i'ar Sarlnaa Bonda aa betwaaa •lt• 
of Sari ta E Bond• wbloh are aold pri .. rilJ to ... 11 
lnuatora , and aal• of Seri11 1 a nd G b011da llhioh are 
aold priaaril)' to innatara of large aeana. The bottoa 
aaotion of the chart aho.a the nuaber of pleoea ot 
Seri• I b011da ot •oh dancalnatlon aold eaoh aonth. 
During the 17 a011tha ot t he 'Mar Snhga Bond oaapign 
we hue eold nearl7 100 allllon pieo" of \Var Saduga 
Bonda. It will be noted that nearl)' 10 alllion $25 
bond a ot Serlt1 I ware a old in tile a011tb of Sept•ber 
1942, alone . Tbeee go to people we are aoat deelroue 
of reaahlng. 

The aaoond obart 1e c!t~igned t o ahow t he o0111tantl)' 
tnor•etnc partloipat1011 in peJroll IIYlnga plana tor 
the puroba" ot War SaYings Bond a. In !laptlllber more 
than 1~ allllGII worbra ba4 tUDdl deducted troa their 
P&J b7 thel.r e.plo7ert to be aoouaulatad tor t he purobaaa 
of lar Sninga Bonde. Tbt1e deduotlone u01111tad, lD tba 
aggrepta, to approxt..hl7 $260 alll10111 and repraaanted 
7.5 peroant of the Pl1 ot the eaplo7eea participating. 

Tba Prt~ldant, 

The 1\bi ta Houaa. 

Your• a lnoerelJ, 

(81p .. ) H. Korp~~tbau, Jr. 

• . -
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ICT uar Mr . Prollc!ent: 

I oa t ranaai \\iJJC herevHh \vo chart. on War Sartnca loD4a which • 

I ka~wUlt1D4 of 1Dtanat. 

The firot chert al>owo .,ntbl7 oalu of War Sartnca londa ainco 

11117 1941, t he firot .,nth 1D which tha;r ware houad. The top MOtion 

of tho cb&z't claoa1f1aa tho to tal aalu of War 1&1'iDC• BoD4o aa 

~twotn aaloo of S.rteo Jl boD4o which are aold pri..,.il:r to oaall 

1Dnotoro, and oalao of S.riao 'I' and G hondo which are aold ·pri..,.tl:r 

to iDYootoro of larpr .. ana. !he botto• oocUon of the chert ohowo 

the nub.r of pheao of Bartoo I boncle of oo.ch deno~tion oold each 

110nth . IllriDC tho 17 .,.,tho of the War SartJJCo Bond c-aicn w han 

ocld noarly 100 •1ll1on pioeoo of War Sartnco BoD4o. I t will be notod ~ 

that ntarl:r 10 •1ll1on $25 hondo of Sorieo I wort ocld in tbo .,nth of ~ 
S0pt .. bor 1942, alono

1 
~ ,.,.. .:¢'" f-t,;f.A. ~ ""'-t ~ ~ 

!1\o oaeond chert 1o cledcnad to obov the conotantl:r increaalnc 

participation i n pqroll oartnca plano for tho purehaaa or War Sartnco 

!Iondo. In Sapt .. ber .,re than 19 .tlUon vortara had fnndo deducted 

froa tbalr pq 117 thoir ..U..O:rero to bo aoCQ.mlatad for ,tho purcllaao 

of War Sartnco Bon4o. !heM deduct to no &IOOWOtod, 1A tho -•pta, 

to 1pproxi .. tal:r $26o .tlliono and roprooutod 7.6 parcont of the pq 

of tho aoplo:rooo partlctpatinc. 
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DOLL ARS 
Million• 

1000 

. · .. •,. ' . " 
SALES OF Uf!IITrD. STATES 

MOnthly. Milt ICUI to Sept. 

All S.ri• s i S.rt.sFondG 

8001- S.ri• s E I .100 

601l 

NUMBER OF SERIES E BONDS 
OF ~H DENOMINATION SOLD MONTHLY 

M6y 1941 to Sept. 1942. 

600 

-400 

200 

0 
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EXTENT OF PARTICIPATION IN 
SAVINGS PLANS FOR WAR ··-... 

Estimated: Monthly. Dec. 1941 to 

WORKERS 
Millions Number of Workers P"rticipatin!J 

20 

16 

12 

8 

4 

A~~re~ate Amount Deducted 

300 
' ) 

I& 

12 

8 

4 

0 

soo 

00 

0 

NT 

8 

6 

4 
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~looa of Ooh~or ealoo lo blo w1~ ealoo tvl.llc \lot 
ooao -~,. ot '-.dun tqo 1a ..,, .. ~,. M4 .....,.., 1~ 

( .1.\ loou ploo ia ,...,,.. .... ot .. Uoro) 

Oo\o- 0 'a!lD ,,, ,, ,, "'"''' ..,. 

tallT Oo\0~1' 
I .., .... I ....... .. I Ooto- .. 

!HI I lii£OIIi It ln'!l:t!E 

I 

October 1~ 
••• 

1 
2 
3 

5 
6 
7 
8 
9 

10 

. ,,~ .5,~ tlt.1~ • 26,167 )U. Tf> 

"·"' 1o11,r12 11),710 65,0)! !)t., 
2),627 127.909 71,1122 ~.055 1-,.1 

~·)1111 U),f!l! ,,9011 U7,~ 11).11 

.102 1n.m U,.7.11 151. 1 15!.5 

"·~ 
2!6, 197 ,7)11 1t6,5fla m.~ ,, 265.•)1 217,101 110,7\2 lU, 

l!7,a,G 293.710 :lZ,no 261, r'3 U2.5 
18,229 )11,,50 ,617 !71 ,037 117.0 

.1.11 f1FII 11'1 .. pool\1 wl~ \lot ~roaovor ot \lao UaUot 1\aho oa aoo-\ at 
prooeot. et 11Alo1 ot UD1\ot 1\a\oo oaYiace llloaAo, 

folor J'tcvee II&To lleoa ro" 'ot \o -~~• Uouul. M4 will M\ -•oarllT ot1. \o 

'Olalo , 
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~- et Ooh'ller Ml•• w Caw wl~ Mloo tvtac u.o 
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1 
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7 • 9 

10 
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Ooto\tr 191!2 
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1 
2 
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20,,35 1-50·~ 1~.057 111, filS 115.1 

!11,571 175, ' 1 ,)52 121,176 Ul,, 

11,516 1911,070 16o, 711 1511.911 120.7 

111,516 201,516 1IO,J!JII 1611,"' 115.7 

.U t11VII are tapooih wi\lt. \M fre-er ef \M Val \It 1\a\11 oa aooou\ ef 
prooMto of aal•• of 1Ja1M4 1\a\11 aa..t..- '--'' • 
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TREASURY DEPARTMENT 

INTE".O~CE COMMUN ICATION 

D ATR 

CONFIDENTIAL 

October 12, 19~2 

:;or::~~nthau 

Th~ ~Situation, 
Week ending October 10 , 19~2 . 

TO 

.1!0 .. 

Subject: 

SWJUDary 

(1) The i nstitution ot the new anti- intlation program 
hna been followed by some decline i n ba81o commodity prices, 
particularly gra1na. A.a a result , the BLB wholeaale price 
index ot 2S bAsic commodities declined fractionally last 
week, at t er moving graduAlly higher tor 6 consecutive weeka. 

(2) The general prioe level waa atill rising during the 
¥eek ended October 3, on the eve ot enactment ot t he eoonomio 
etebili~ation measures. The BLB all-oommodity wholesale prioe 
index in that week rose 0.3 point to 99 .7 , a figure 32.9 percent 
above the pre-war level or August 1939. This rise, the aherpeat 
in two months , waa almoet entir ely due to advanoee in farm 
product and food pri oea. 

(3) L1ving costa in the United States advanced 0.5 percent 
from mid-August to mid-September , according to an eeti mate 
baaed on BLB a nd Conterenoe Board data. In contrast, the 
Canadi en ccet-ot-liv1ng index aa ot September 1 declined 
moderately tor the second oonaeout ive month. 

( ~) The reoent improvement in the stock market cont i nued 
l ast week, and both pricea and t rading activity reached new 
hi gh levels tor the year. Reoent strength in railroad stooka 
And low prioed issues spread to better grade industrials and 
even to utility stocks. At the end ot September the abort 
interest in the market waa sli ghtly higher than a month 
earlier, so the i mprovement in prioee up to that time cannot 
be attributed to short covering. 

(5) Department s t ore aalea in the week ended October 3 
rose to the highest levela ot the year. Moreover , sales ran 
2 per cent above the ccrreeponding week in 19~1, dupite the 
heavy volume ot pre-t ax buying in t he earlier period. Depart­
ment st ore sales in september rose 31 percent above the 
previous month but the FRB seasonally- adJusted aal ea index 
dropoed to 125' trom 130 in August . 

( 
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Further ant1-1ntlat1on aeaauree taken 

The Adminietration baa moved promptly to put the new 
1nt lat1on-control act into etteot. Under inetruotion trom 
the Eoonomio Stabil1~ation Director, the tolloving action 
was taken last week: 

( 1) The Department ot Aeriou.lture announced 
that the loan rate on 1942 oropa ot wheat and oorn 
v111 be kept at S5 percent ot parity •to prevent 
increases in the coat or liveetook and poultry, and 
to aid in the prosecution ot the war. • 

(2) The loan rat e on 1942 oropa ot cotton rice , , 
tobacco , and peanuts, was r41sed to 90 percent ot 
parity. The increased loan rate goes lnto etteot 
immediately , and additional payments v111 be made 
to producers who have already obtained loane on the 
1942 crop. 

(3) A blaoket order vas issued by the OPA direct­
ing that ceilings be placed on reeidential rents at 
the l evele ot March 1, 1942 in pr aotloally all places 
where rent control had not already been in ettect. 

(4) The War Labor Board rep.ttirmed 1te •Li t tle 
Steel• wage atabil1~ation policy, and exempted trom 
wage control llll&ll-scale employers v1 th eight or 
fever persona in their employ. This decision v1ll 
a.xempt employees ot 11oat ret411 establ1 ahmenta, 11ost 
farm labor, and 11ost doaeatioa. 

The OPA apparently believes that prices or most_tarm 
products oan be controlled by ceilings at the Whole~le and 
retail levels, and that it will be unnecessary to impose tarm 
product ceilings in the near tuture, except probably on hogs, 
according to preas reports. It ie reported, however,- that 
aembere ot Congreaa and others take aharp exception to tbla 
statement on the baaie or paat experience. 

The OPA is reported in the prase as being concerned over 
the exemption or employees ot small establiehmenta from wage 
control , and over the tailure to check term wages. It is 
pointed out that exempt employers no longer have recourse 
t o WLB tor approval ot wage 1ncreasee, but instead go to OPA 
tor price rel1et. Similarly, OPA 1a apprehensive that an 
inflationary term wage increase, 1n view ot t he current man­
power shortage, will aalte 1 t d1tt1cu.lt to bold do>."D tara 
prices, 
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Collllllo.Utz prioes hesitate at h1sh lnele 

The sharpeet weekly riae Iince January in Wholesale 
prices or rarm produota raised the BLS all- commodity index 
0 .3 point to 99.7 percent ln the week ended October 3. 
(See Chart 1.) Thia advance, on the eve ot the new price­
control actions, the l argest rise in two months , carried 
the index 32.9 percent above the pre-war level ot August 1939 . 
In the paat 12 months, t arm product prices in primary markets 
have risen 20 percent , and rood prices nearly 15 percent . 

Staple commo.Uty prices last weak reacted somewhat trom 
their high levels, aa the trade received neva or Government 
action under the new legislation and attempted to ant icipate ~-
future action. The BLS i ndex or 28 baeio commo.Utiea de-
cli ned el1ghtly, halting ita unbroken advance or 6 weeks. 
Price deoreaaee occurred entirely in the index or uncontrolled 
ccmmodit1ea. (See Chart 2.) 

Only one ot the 9 hitherto uncontrolled COilllliOd1ties, 
butter, haa been changed to a controlled commodity under the 
new emergency ceiling, but the BLS continued to carry it 
lest week as an uncontrolled commodity. The decline in 
the index of uncontrolled commodities reflected moderate 
decreases in wheat and feed graine resulting partly trom 
disappointment over the Government ' s retaining the S5 percent 
rate on corn and wheat loans, and uncertainty over the erreot 
or flour ceilings on wheat prices. On Saturday, grain prices 
dropped sharply on the increase in supplies indicated by the 
official October crop report . 

Rosin prioee declined slightly laet week ae demand tor 
naval etoree abated to some extent. Prioee of flaxseed rose 
slightly, atrengthened by announo..,ent of a Government freight 
subsidy t o permit .Ustribution t o ~onee previously using 
Argentine eeed. 

Cotton pricee were strengthened laet week by resumption 
or mill buying, by Government purchase• for export, by the 
one-cent-a-pound increase in the average loan rate to 17.02 cente, 
and by opt im.iatio reports i n the trade concerning the eventual 
ceiling on raw cotton. 

Hog prices still at high l evele 

Hog prices reached new war-time higho last week, but 
declined &lightly at its close as receipts increased somewhat. 
The rising market and the belief or tarmere t hat eeil1ngs 
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would not be fixed below the September 15 level ($15.50 at 
Oh1cago) have intluenoed rarmere to Withold hoge rrom t he 
market, which baa reduoed receipts to •virtual atarvation 
levels', according t o the Department of Agriculture. Such 
a holding movement ie in direct oppoaition to recent otticial 
warnings whioh baTe eouaht to aTert a J8111111ng or transportation 
and paok1ng raoilitiee i n the last quarter or the 7ear, vhen 
hog suppliee are expected to be 25 percent greater than in 
the final quarter of 194-1 . In the four weeke ended Beptembe~ 19 , 
slaughter amounted to 37 . 1 percent more than in the corres­
ponding peri od a year earlier. The volume fell ott sharply 
thereafter , and in t he week ended October 2, slaughter was 
2. 5 percent below that in the correeponding week of 1941. 

I Meanwhile , packere' margine have declined etill furt her 
and now approxi mate the summer 's low, ae indica ted b7 
Department of Agriculture calculations. The Government has 
let it be known that the OPA is drafting a ceiling order t'or 
live hog pri ces between $13. 50 and tl4.75, somewhat below 
r ecent lavale, the exact figure t o be determined on the baeia 
of revieed wholesale pork oeillnge to be announced within a 
f ew da7e. 

Ceilings in dollare and cente are to be appli ed on all 
meat s to eliminate i nequali ties now existing between large 
and small packers, according to OPA testimony before the 
Senate Small Busineee Committee. It wee admitted that the 
OPA had been far too liberal in alloWing a pri ce margin or 
t wo cents a pound on pork sold to t he armed foroee and for 
lend- lease aooount, which favors the large packers, and that 
a margin of one-half oent had been found to be about right. 

Canadian livi ng coats again decli ne as ours r ise 

The Canadian coat-of-living index as of Sept ember l de­
clined moderatelJ for the second euooeesive month. (See Chart 
The decli ne again vae due to a ebarp drop i n f ood prices, 
mainly for potatoes, beef, lamb and onions. The food i ndex 
declined o.S percent from that of a month earlier. 

There are indications t hat the Dominion i s having 
difficulty i n maintaining beer euppliea under the progressive 
downward adJuetmente of prices begun by the Goverruaent in 
July. According to the press , cattle marketings have been 
qUite emall as producers anticipated a reauaption of exporte 
to the United St ates, I t is furt her reported that a black 
market for beef above oeil1ng prioea has appeared in some 
Canadi an oit1ea. The warti me Prioea and Trade Board last 
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week, however , announced ita tirat eeaaonal upward revieion 
of >tholesnle beet price• in accordance w1 th the planned 
program . Reflection ot the increnae will tiret appear i n 
the eoet ct living index ae ot November 1. 

Although the rise ot 0.~ percent in the BLS index ot 
retail t eed coata in the United Statee aa ot September 15 
was the amnlleat einoe December 19~1, tlie advance ie in 
marked contrast to the Canadian decline. L1ving coats ne 
n whole in t he United States , nccording to our estimate 
based on BLS nnd the Conference Board data, increased 0.5 
cent between mid- August and mid-September. 

Cha.ngea in crop proepecta 

per-

A cotton crop ot l},~lt,OOO bales, representing a 
decrease ct 210 ,000 bales from the torecaet a month ago, was 
estimated in the Government orop report ae ot October 1. 
Most ot t he reduction vae due to abnormally wet and cool 
veather,wblch delayed maturity ot the crop. Officials pointed 
out that cotton suppliea on hand Will be sufficient to permit 
relenee ot some cotton acreage next year tor the planting or 
rood crops needed tor the war. 

The official report on grain crops last week ehowed lees 
frost damage to corn than had been expected, and had a bearish 
etrect on the grain marketa. Among the teed gr ains, an in­
crease ct 116, 000 ,000 buehele in the corn crop, nov indicated 
at },1}2,000, 000 bushele, and turther increaeee i n oats and 
barley production will more than ottaet a decrease in grain 
sorghums. The forecast tor t he soy bean crop , on the other 
hand, was reduced 5 percent because or frost damage . Wheat 
production was placed at 984,o46,000 bushels, reflecting a 
amall gain in epring wheat. The Crop Reporting Board warned 
that labor ehortagee may reduce final aggregate crop yielde. 
The Board pointed out that the declining labor eupply was 
reflected alec in reduced milk production per cow in every 
section or the country. 

Farm parity income highest since 1919 

In a current report on the tarm income aituation, the 
Depart ment or Agriculture estimate& that per capita farm 
income in 1942 shove a much more favorable i ncome position 
ot tarmere t han is indicated by tarm prices. While tarm 
prices in 1942 are expected to average 101 percent or parity, 
the per capita income ot tarmers (including Government pay­
ments) is expected to average 136 percent or parity income. 
(See Table 1 , attached.) Parity income is defined as the 

•• ... 
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net tarm income needed to maintain the 1910-14 ratio of 
per capita tarm income to per capita nontars income. 

Net income {including Government payments) of farm 
operat ors in 1942 is estimated by the Department ot 
Agriculture at $9,7S5,000,000, an increase ot 45 percent 
over 1941, and a billion dollars more than at the peak 
(1919 ) ot the World War period. 

Btook prices show further improvement 

115 

The recent upward trend of etook prices and trading 
activity broadened last week, With trading on the New York 
Stock Exchange on Thursday and Frida7 r1aing above ~ • 
1,000,000 shares tor the first time th1e )'ear. In contrast 
to earlier concentration of trading activit)' in low priced 
etocks and railroad shares, leading industrial issues came 
in tor increased attention and t he long depreased utility 
stocks etrengthened. At the end ot the week the Dow-Jones 
averngea ot both industrial and railroad etook prices were up 
to new h1ghe tor the year. Trading volume reached the 
highest levels since the week ended January }. {See Chart 4.) 

The full significance of the recent turn tor the 
better in the stock market remaine to be seen, but students 
ot the so-called Dow theory of stock market action lean to 
the belief that a definite bull market ie under way. The 
rise in stock prices, up to the end of September at least, 
cannot be attributed to short covering as the short interest 
actually inaraaeed to ~,000 shares at the end of September 
from 5}},000 ebaras at the end ot August. 

At the end of last week i .ndustrial stock prices as 
meaeured by the Dow-Jones average vera 24 percent above tba 
low point touched last April. Prices, however, were still 
1 percent below the levels prevailing Juat before the attack 
on Pearl Harbor, and 14 percent lower than on the eve of 
the outbreak of war in Europe. 

Retail trade very active 

The recent upward trend of r etail sales continued in 
the week ended October 3 and carried department store sales 
to the highest levels of the year. Bales during the week 
exceeded )'ear-earlier levels by 2 percent, despite the tact 
that sales in the 1941 week were expanded by forward buying 
in anticipat i on ot the ootober 1 tax inoreaeee. {See Chart 5.) 
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All dUtr:l.cts except Nev York and Chicago ehoved ga:l.na over 
t he corresponding week ot last year. In recent veeke the 
!lew York dUtr:l. ot has conaistently lagged behind all other 
di strict s except Minneapolis in the year-to-year sales 
comparuons . 
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The strong sales trend appears to have continued during 
t he pnet week, ae Dun and Bradstreet reported tha t advance 
buying of liquor, food and woolens helped ewell ret ail aalee 
which in some stores reached the highest levels of the year. 

Seotember department store sales gain leas than seasonal 

Although department store salee in September r ose 
31 percent above the previous month, the r i se vas lese than 
eensonal as calculated by the Federal Reeerve Board, and the 
FRB adjusted i ndex of sales dropped to 125 in Sept ember from 
130 in August . Sales, however, vera still 8 percent above 
September 1941 , when much pre-tax and advanoe buying vas in 
!)rogrees. 

Sales ot t he tvo leading ma:l.l order houses rose 
not i ceably in September, with Montgomery Ward ' s sales running 
above year-earlier levels for t he f irst time ai noe last March. 
Although the gain over September 1941 was lees than 3 percent, 
it contrasted markedly with the showing in August when sales 
t ell 16 percent behind the oorrespond.ing month in 1941. Sears, 
Roebuck ' s sales still continued to run under 1941 levels, but 
the decline narrowed to 6 peroent in September from 26 percent 
i n August. 

Steel operations 1mnroved 

Apparently benefitting from t he i noreaaed flow ot scrap, 
s t eel oper a t i ons have improved noticeably. The steel r ate last 
week rose t o 98. 6 percent of oapaci ty, t he highest level ainoe 
the second week i n June, and operati ons this week are soheduled 
at 100 . 2 percent. (See Chart 6.) The enlistment of newspapers 
in the drive tor steel scrap !a eald to be attaini ng better 
r esulte than expected in many areae. Nevert heless, the Chairman 
or t he Board ot the Nati onal Steel Corporation stated recently 
that unless the f low of scrap could be great ly stimulated over 
t he recent rate a severe loss 1n eteel production would 
dev'elop this wi~ter. • 

At the start ot the current week, a new 1200 ton bleat 
furnace is goi ng into operati on i n the Youngstown district. 
The new turnaoe V:l.ll add more then 4oo, 000 ton a to the country' a 
Pi g iron capacity and 1a the Youngstown d1atriot's t 1rst new 
furnace 1n 20 years. This encour&ging development, however, 
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18 80oewha t orreet by a statement published by the Iron ~ 
that 8ever~l blast rurnaoe projects are running trom 2 to ~ 
months behind estimates. Moreover , it i8 asserted that 2 
l o.rge electric steel expansion programs l n t he Chicago area 
ore belng delayed throush lack or materials. 

It i a reported that construction hae begun on 2 or the 
6 1ron ore loading dooke whj,oh are to be bUilt at Eaoanaba 
!Hchigan, aa port or an alternate route tor the shipment of 
1ron ore down the Great Lakes to by-paas the Boo canal. 
Considerable concern baa been manifested over the tie-up that 
would confront the war ettort it the Boo locke were put out 
ot com::~1aoion by bombing or sabotage. 

Heavy construction awards at high levels despite decline 

Some possible rel1et in the wartime pinch ot raw 
materials and mo.npo>rer lies in the eventual tapering ott ot 
construction work on war plants and other projects associated 
with the pr i mary phase or the war ettort . Contract awards tor 
bear/ construction, aa reported by the Engi neering Neve Record, 
have been declining ei noe the early part or June, but continue 
to run subst antial ly above year-earller levels. (See Chart].) 
Although contract awards in September were 12 percent 6ei cw 
the previous month they were still 39 percent above September 
191~1. 

Recently the WPB estima ted t hat the volume or all bUild­
i ng and eng1neerlng construction (exclusive or ahipbU1ld1ng), 
scheduled tor the war program in 1943 , will be more t han a 
third lower than i n the current year. 

.. 
• • 
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'"nb1e 1. - Fnra Price and Incoce Parity Rati os, 1910-1942 

(Index nuobers 1910-14-100) 

rarm fncome narrtl ra~1os 22 
Fa.ro1 pri ce Exc Uding : I nc ud1ng 

Yet\r parity r atio !/ Government : Government 
t>&;imenta Jl!l.:i!ent s 

1)10 106 105 
1911 95 95 
1912 100 101 
191- 98 95 
1)1~ 99 105 
1]15 91 98 
1916 94 

14t 1?17 lll 1 1S 11 165 
1;'19 106 152 
1 ·20 103 110 
1921 75 60 
1922 so 7S 
1921 ~~ so 
1924 83 
1925 92 100 
19215 S6 92 
1:!27 S4 §~ 1923 S9 
1929 S7 93 
1930 l~ S1 
1;1)1 6S 
1~32 53 61 
193~ 59 79 S2 
1, 3 70 7~ 1gg 
193~ 83 

§4 193 S9 1gz 1.937 90 101 
19311 t~ 

gg 96 
19~ Sl 94 
19 78 so 91 
1941 91 104 112 

·~stiMated 136 1942 101 130 

1/ .ntio or prices received by ra~ners to nr1ces paid . 
~/ Ratio ot ner oao1ta tarm inoome to per oa, ita non!~ 
- i ncome. · 

~ouroe : United States Depar~ent ot Agriculture. 

.... 

Regraded Unclassified



PER 
CENT 

106 

104 

102 

100 

COMMODITY PRI CES 
1926 • 100 

Weekly 

.... 
689 Commoditiu . 8.L.s,, _/ - "' ,..P 98 

./ f" ... ~ 
L.--

96 

- li 1/ 
"' :'\_..,' 

94 

92 

:-... /' ~8 /Jcni<: Commoclit i ... 8.LS. 
90 

88 

86 

" 

\I 
' 

OCT. MCN DfC. 
19 4 1 

..... a..-,4 .. .._, 

--~~--

··~ - ... - ...... -

./ ...... 
~--·· 

. \. -·-·"' .. 

JUNI MY 
1942 

... - . ··-..,. ..... 

'• • 

PER 
CENT 

106 

104 

102 

100 

,... 
I 

I 

98 

96 

94 

92 

90 

88 

86 

-· 0<:1 • 84 ..... DlC. n 
..... K ..... 
u:. .. ... ........ 

·- Regraded Unclassified



M OVEMENT OF BASIC COMMODITY PRICES 

., ... 19 4 2 
t;( .. ''t . ., -. -

" I • •• Pt tltC-( 

185 

""""\ ttM-400 " ) J 
9-1-eo-di!W::........ ~--h II'\ 

II 
A 

) 

/ N ~ 

/ 
f.-" 

v ('8 c."'-''* ./ 
_.../ "' 

~ 

Tv' 1/, 
)lA. ~ "' 19 C4,.,.,,., Collo-m.';/ ,. 

I' W' rf\..., 
\I ,, 
• 

190 
190 

115 

180 
110 

175 
115 

170 
170 

165 
II!! 

160 
110 

155 
1!15 

150 
1!!0 

14 
14 5 

I i. 0 '' I' I ''' ''' I' ' ' ' '' I' ' ' 
--- -- 0 A~· ua ft ... li ll Y <;;p NOV. 

140 
14· 

1941 1942 

PERCENTAGE CHANGE DEC. 6. 1941 TO OCT. 2 AND OCT. 9 . 19,2 ' 

f>(RtUH ---- H."ClNf . ,_,.. ..,_ •• 

9 unconuollod / I I 19 Cont,ollt d 
·•~ t---- Co~~nmodtltU 

• <10 - -

·» ---

• lO -

__ I I 
i__j 
l I 

... 
• 20 -

0 

. •!----

. ,~L..---------------------Od~.~.c-----_J_ .... , .. , 

••• Coft'lt'I'IOdt:hfl t 

-~~--------~--,_ __ _, 

l-.IIIIIIJI 
L 4 •-· ...., > ........... 

. I ;ue;~:.:· 

· · ~------------+---_, 

-:_l..---------------O&~~.c-----0&~ • 
... . ..... tMa 

• 1!/J ,.,.. .-I • ,..... ..... , 
120 

... .~ .. .....,., ... ,_, •• • --- .......... 
Ollar\ 2 Regraded Unclassified



_.,.. 

110 

"' 

110 

105 

.... 
I 

Coole!..-

COST OF UVING. U.S. AND CANADA 
,.,. 101• 100 - -

~ 
--ty·" ,_ .. .,,.. ... / t7 

/ 
/fl\, 

_____,,-.--"' ... / ,-;- ,... 

cliil't 3 

121 

-
I 20 

I .. 
' 10 

100 

' • I 

to J & I 0 Ill t ~ r Ill A Ill ~ J A • 0 Ill 0 J r Ill A • J J & I , e Ill t J r Ill A • I J fo I 0 Ill 0 t0 
ttlt ....0 ..... tt42 

" I ~ 
I"" 

Foo4•, fttttll 

llO /I '-
I 

A I .. 

... 

'"' ~-~&; If"" 
I .. 

I /-/:;· !=>-
fiLII 

II 

"' 
~ 

'/ 
II 0 

II 

,/\ 
! I ,-·--i 

105 R ~-
... 

I.J 
lJ'/"v-V 

I 

I 00 

I .. • • 0 Ill t I ' • A • J I 1. I 0 Ill 0 

Regraded Unclassified



Regraded Unclassified



DEPARfMENT S~E SALES 123 
1915 - '39 •100. UMdjult.ed 

JA>I. •11 ...,. Al'tl IIAY - M.Y Alii IIPT OCT - DIG 
RCIIIT II I I 1 I PI orml I' I I I I I I I I I I Jll II " I I I I' I I 

Jl I I I I I I I I I ... ,, 
260 1- . ·- !- 210 

240 f- ~- - I 240 

220 -- 1--- 1-- 220 

200 200 

110 

J 
! 

IHI IH I I) 

_1/ Jtvj ~ u j 
I 
I 

(\ !;-
rA ,.... 1/\ 

rJ t " M ~ It ~v IV 

'\ \1 [\ I 

~ 1\. ~ \ 
........ \ \ ~ j ' _,.40 

...--' 

lN 

160 

140 

120 

100 

80 

110 

140 

120 

100 

10 

. I I I I I I I I I I' I I I I I I o o I I I I I I I I o 1 I I I I I 

ID't OCT. ----60 

Regraded Unclassified



STEEL INGOT PRODUCTION 
PEII 

CENT Pe r Ce nt. of C•pacity 

100 

. ~ ~ ~ ~ v 
90 

\ •. . • . . 
: 80 
• . • . . . . . . • . • 

70 • : . • • . • · .. . . 
f'o· : •. ~ 

Amer I. o':'~·C...!r..J· 
60 MAY JAN . MAR. 

Olftct of lht S.Uowy ol lho Trouury 

-··'-~ .... -... 

-r ~ 
!f..) . ....... 

• ·If ....... . 
• ~· 

/ l o ··' . " • 
I 1'-.. • • • • . : • ~() • • • • • • • . . . 

.JULY SEPT . 

Chart 6 

1?4 

! 
l 

v:.' 
~ 11 . . . . 

• • 

• • • 

.. .. .. .. .. 
•• .. . . .. 
~ 

NOV. 

C-419 

Regraded Unclassified



HEAVY CONSTRUCTION CONTRACT AWARDS 
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HOT TO BB g..m,ycsMl ltlp 

COPY No.Ll.._ 

OPTSL No , 3S2 

Informa tion received up to 7 A,U,, 12th 

October 1942 , 

l , MILITARY 

Madagascar, Our forward troops have reached 

a point 37 miles south of Antsirabe on tho road to 

Ambositra. 

2. Am OPERATIONS 

Wester n Front , llth, 16 squadrons of spit fires 

swept tho Dunkirk - Dieppe Area . Pour ene~ fighters wer e 

damaged , Mosquitos bombed Hanover , Emden, Sluiskil and a 

town near Mannhe1m. A Sp~tfire damaged an R-Boat off 

Dunkir't . From these ope rations three spitfir es and two 

mosquitos are mi ss ing. llth/l2th. 93 Aircraft .... r e sent 

out sea-mining 86. Anti- sh ipping two , Intruders . Five, 

Three of our aircraft are missing, Bight ana~ aircraft 

were active over Tyneside where fires were started 1n 

various localities and some damage was done to ~~blic 

Uti lities . A number of casualties have been r eported. 

~. lith, German and Italian aircraft. 

Totalling more than 200 made six raids ftgainst aerodromes . 

The tirst five attacks cause~ no material damage. The 

results of the last at dusk not yet reported . Spitfires 

destroyed 15 enemy aircraf t, probably destroyed three and 

damaged at l east 22 , One spitfire is missing; 

~. lOth. Bad weather restric ted opera t ions . 

U. S , Liberat ors bombed Benghazi, Piahters, t wo of which 

ar e missing, destroyed or daO&&ed several vehicles near 

Bl Daba, Enemy fighter bombers operated 1n t he Central 

Sector. 
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Oo\ober 13. 1~2 

Dear .JUI\loe Byrnee: 

I -. •• your wlre of Oo\ober 13. 
1942 &dYlaing \ha\ \here w111 be a 
aee\{ng of \he lconoalo 8\ablllaa\lon 
Board a\ \he Vhl\e ROUII a\ 2:30 p.a. 
on fhuredaf. Oo\ober !1!\een\h, 

!he Secre\ary 11 ou\ ot \own 
and hu utecl •• \o a\hnd \h1• •••Una. 

8lnoere.y your•. 

Under Seore\ary o! \he TreaiUry 

loDOnble .Ju .. I. Byrnui 
Dlreo\or of loonoalo 8\ab llaa\lon. 
file Vlll\e Boue. 
Valbl.,..a. D. 0. 

DDziLI 

/ 
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WE19 35 GOYT -'acr 13 .; ~ 41 
THE •ttr .-a: -IIIITGiliC OCT· 1J ;•A 1142 

HON HE~ RY MORia-. ·~ •' • - ....... \.. 
- ltCilTMif. T US .. , Q'IIK 

A IIEETING OF THE !CO.O.IC ITABILIZATICIII IIOARJI WILL IE: HElJI AT 

THE OFFICES Ill Till !MT ... W TH£ WilT£ HOUS£ AT 2,0 I'll 

THU1lSMY OCTOII. '''"• I IIIPE YCMI CAll ARUIMI TO IE: ftR£SENT 

JAMES F 11\'1111!1 Jllll!et•• 

-

T 
I 

' I •• • 
A , 
II 

T 

• I 
A 

tit 

Regraded Unclassified



' 129 

October 1), 1942. 

IIEl.!ORANpUI! 

TO: 
FR<l.h L!r . Gaston 

SUllJ£CT: llaJor Al\gas 1 Digest on "VicUml.zing tho Londar . • 

I ha'le read Ur. Haas 1 mer:~oranduJ:) and notice tho SeeN tar)" s 
notation "For get i t . • 

Tho Angao paper was handed to llr. Caims with the thougl>t 
t..'>at 1t llight be considered in connection with the proposal to 
onact legislation under wl\ich "" could prevent the circulation 
or ....-1 tin&• har::lf\ll to the Goverrwen t credit . 

I t hink there is no need to conoider this circular in that 
COMOCt1on . 

!Jajor Angas points to the so-called 
ar6UOS Cor forced lending as the remedy. 
is derelict in doing nothing about it. 

inflationary eap and 
llo thinks the Treasury 

\Vi th his goneralorgucents we are in hearty agreement. His 
fir,uros , hOWOVOr I &rG hasty J inaccurate and inconsistent, and he 
! (lila to follow through tho forced l endine progrlllll with adequate 
detail . He se•s to assume that by the c0111binat1on of heavy 
taxes and forced lending excess purchasing power can bo copped up 
in a mathematically precise way, 'II!Uch I think ~~»ch more than 
doubttul . He neglects entirely the ~.atter of acCW2llated savings 
and innationary borrowing to met forced lendinc d....ands, 'II!Uch 

woold &laost certainly occur. 

The net affect of the circular, ho....,ver, al Wough 1 t is 
crudely done and presents no new idC3, ma)' be helpful . 
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INTE .. O,.I'ICE COMNUNICATION 

DATC OCT I 0 1942 

10 

:::~· 
811bjeotl II&Jor;r.f Dt.aeot oa 1 1'1ot1a1&1ftl tlM Len4or• 

I 
IA aooor4aDoo wUb. fOIII' roqu .. t to llr. Ill~ wo 

b.an otu41o4 MaJor Aacu D1pot oa 1 Y1ot1a1&1ftl ~. 
Len4er1 wh1ob. baa llooa tr~a1tto4 to 7011 b7 lliu Olwutoo1 
nth a note rn"'•c ·~ 8oorot&rJ 11101114 like to b.an 
l(r. J:ub.a roa4 tbJ.o 1f1~ tb.o 14ea 1X.n 't 11: Ol1bYoro1nT" 

· ~rr. Oairao iatoJWo • that u4.r tala proooat 1'1111Bi• 
ot tale Depara .. t ot J•oUoo, proo•oat.na• oaa llo ..Ur­
tuu aca1Jiot ..aeb. a peaplll.ot onl7 1t 11: oonta1no 1 4eaon­
otrabl7 tal••' otatoaollto. !b.io wouJ.4 bo 41tt1oult to 
pron 1a \M .... ot tb.o ......_. D1& .. t o1noo aoot ot taao 
otd ... nto tb.oro1a, tb.oup utr•••• tall w1 thla tlM JOPCO 
ot what wo1114 o1'41aar11J llo oona14oro4 tb.o aabU ot 
pol1Uoal aad ooonoa1o oontro••r•J· It proooo41ago are 
to be •a4ortakoa aca1aat tb.o Aara• aaf. o1a1lar paapb.loto 
w1tb. roaaonablo proapeot ot auoooeo, it ••••• that tb.o law 
llhol114 llo aaon4o4 to prob.1111t the o1roalat1on ot oU.to­
aonto ton41ac to 41aoourq. poroono troa o11boor1111n1 to 
Un1to4 8tatoa .. wr1t1oa. 811ob. a law 1110\IJ.f. bo analoco•• 
to tho oxiotlne a tanto prob.llli uar tb.o o1rnlat1oa ot 
otat-nh to1141ar to 41aoouraco poroono troa oal1aUar 
1n tho &JWo4 foro... I u4eratoa4 b t tho froaftl'1 Do~rt­
a.at b.ao 1DtoJWallJ aoko4 tho De~ont ot J11ot1oe tor Uo 
Yiewe -•et"DiDS tb.o a4Y11all111t7 ot .. our1ar aa aadaeat 
to Ulo law aloq tho Uaoo b.on augeoto4. 

!b.e allo•• loa••• opea tho pol1o7 qu .. u on of wlletb.or 
proooe41nc• Ooul.4 llo 1noUtllto4 q.1Dot MaJor Aapo' 
D1seot eYen 1t thoro were aa a4oquate legal lleo1o tor ouab. 
prooee41AI•• !b.ia •••• to • b.1&hl7 qu .. t1oaable. MaJor 
Ancao 1o 1D aoH1dlat ot aa eol1p .. at tlM a oaent, lnlt b.ao 
a Yei'J b.1p poionUal publ1oU7 Yalue . 1b.1le tb.o paapb.let 
b.u aot aa4e 1111ob. ot a · oUr oo tar, 11: 11101114 proballl7 re­
oo1Ye w14ooprea4 ~lll1o1t7 it proooo41nc• were 1not1tllte4 
qa1not 11:. It eb.oul.4 llo aoto4 ia tb.11 oonneotton Ulat 
MaJor Aaru 4of1D1 hl7 aakl to llo aa4o a 1 aartv• • I 4o 
aot bel1oYo that b.o aboul4 llo aooor4e4 tb.io oat1otao~1on . 

• 

Regraded Unclassified



131 

_/ Lf0>3fd 
" (/u/5 ~ 
VICfiMIZING THE LENDER" 

A PL&A FOR FINANCIAL STRAJOHTFORWARDIIE88 IN THIS WAR 

b7 

MAJOR L. L. B. ANGAS 

~ .. t99 

Sept.mbol' 28, l!Ul! 

TEIE COLO PACI'S OF WAR FINANCE 

Tho cold (acta.,.. theM:--

1. Tho ...., coota $75 bns. annll&lly. 

2. Clurtot wa brio& in cmly $25 bns. 

8. Voluntary ._brio& in oDly •10 boa. 

'· Otftclt equall .. 0 b ... 

5. lmpf1ina an inflation of _.0 bna. a year. 

6. Total (opcndable) money of the countl'y tod•y Ia only a iitUo .. .,.~boa. 

7. Which "'""""' a monetary inftation or nearly 100% a y•ar. (In 1941, 
it wu only 12%; and has only •veroso<f 16% per annum Iince 1938.) 

8. Price eonll<>la .,. (I think) incapable ol keepina a 100% por annum 
1D0De1&17 inftatioo (of demand d•pooibo) hi eheek. 

9. War 8naDeo mlllt therefore be u rulltlooo aa the ...,. itltll. 

• • -10. Alld if the - ftrort is to be tlfOothirdl ol the oational _.,. ~ 
wa ,... voluntary plus ecmpullory ._ ., ... aloo eqll&l twe>thirdo 
or tile national .....tory,_ - if illllatioa io to be avoidod. (Not 

jUit 40%, ao at p-.tQ • 

11. Th.LI mean~ that rorced ptUJ voluntary lot.n1 mUif. be twic. the current 
acalt or ...... i.e., ~ bOJ. in relation to $25 bna. - .... to ... $75 bOJ. 
In all !or the W1U'. 

12. And U t.hit ia not done, you pave tho way (<w wild inftatlon, whJch will 
aet C'lt"lul4tirdff wone taCh year, as Dige&t 101 wtll ahow. 

18. The Oovommenl therefore mUJt atop the rot. 

You do not Uahtm war burdm.t b,y Jnnatin,- (Tou' l\1ultipb them) 

14. lnddenWIJ, in tfnDI of real ft&lth, the publie will not REALLY tullor 
&01 m«e from theM bani> --. prupoeala then thq will automall­
ealiT tuller from the wv itaelf. Only -third olthe nalloo'a prudue­
lloo (tocal roll ,_) will be anilable lor _,.pt~on (due to redueed 
pruduetioa ol eonownalllfo) - .. it - not roall7 ....... if eclJ .... 
third el ita toca1 .....,. ;....,. ia lftl availab!o, (and the - taken b7 
the Oonnunent in romo<~ ._ and woo). lt ;, Juot a ople -
- equatioo - and quiiAO ....... ~. 

• • • 
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16. T'b.,. It <011 be oom that ooomd l!lwlci01 of t.bo ..., will beoell the 
IJoQ. b7 awicliDa tl>o EXTRA danpr of la8adoe. - Alc.looo!P ~ -
It will ooti- theiiDOOIDt "'·--liM.... It wiD= 
- • more eqwtable dillnoatioo then!o( - tor a wild lnllatloe W<>Old 
make tllr d!Jtribudoe im-Die, ll>d JIOIIil>ly llod to -.1-tevoluQoa. 

J6, And yet it tbe no~ ol bank bom>wint It cooUaued lndel!oit.ety (be. 
eauee a v()fb.hu.:ntina Conart- votet war appropriation~ without voti.na 
parallel ..... lllld forced IOODJ), you wiU cerlllnly pt ,..., wild lnlla. 
don, - b«auae the elected would not riok their nocb by telling llJld rul· 
lng the eleetore. 

17. A wild inllation will prove tbe end nl thio Dtmocreoy. The objective n1 
the war wiU be loot (iwt u Hitler hu bouc.d) .,.,..,.. ;_.., iJObo. 
cUil¥ aM morol cowrdiu. 

Stop Tri~ the Londu 

The blato<y ot aonmmont finance t!uouabout the - It dioluotior. A toil.,. to .,., 
ptOCDieec! lo..- io - uoeoaunao; ll>d muul ol mono1ar7 .......,.....t bu been tnqQeDL 
Alld ..... il ...tJr .. bed, ..,...,.,... .. oltea .....,. tbtir ..... with - that hu de!n-
d&ted •• purchul .. -· ~ to intorim inlla~- Lot .. bopw, -· 
ftw tiJo - of futUN -- that tbe ...,. t.bint will - happen U I ~t of thU 
War. But it mlabt - llld that is what wo now Wlllt to diocua - elc.looo!P it is the cledarod 
peljey ol t.bo eo--· to -t it. 

• • • 
With thia Dfaott, I enelooe a Govemmeat pamphlet on..., bondt. Every dollar t.bat 

1011 into war bonda doe. at Jeaat five t.binp: it helPI to win tht war; I~ belpa to win the fight 
aplnat Inflation; It abowo our enemieo that we are oolldly oplnat them, and our ftabtint 
(orctl t.hat wt aro tolldly behind them; it givea the purchuer a 10und and pro6table invt:lft.. 
menL; and It buildt him u:p a fWld for the economic readjuttmentl wblcll will lie ahtad of 
tht war. 

But elthouah l advocate the purthate of war boodo (In preleroneo to ttoeb), l el10 
advocate that every purchaser eampaiana bia Conarwman in order that IUblcriptiooa may be 
made REAlLY, u wellu fMfWtOt'ilr, aare. For, under ctrt&ln condition.s of weak Government 
6nanc., aubleriptiona to war bonds,. made today, miabt tum out to be t.he revene ot rfOllv 
lilt, •••• though rodemption ll>d interet! 1M¥ be .....,orilr peld in full. Lot me ozplaiD 
by aiYior"" .....,p~ .. 

VOLUNTARY WAR BO!<'D $UIISCIUPI10NS (mE RISKS) 

"-"" that the more palriotie elemect in the commuaiiJ polo up .., $12 bot. oat ot 
t1Mir privata a vi011 lor wltm..,.,. war bond .w-iptioM. "-"" .,.._.. t.ba<. later 00. 
owlor to an lnadequata IUJ>ply ot .weh patriotie - (or owlor to the abtenco ot a oom­
puloory loon O)'Wtem) wild io11ation ol retail oommodity pri.,. oceura u a ,_,, at io11atioo­
ary bon-owing !rom the eommercial blllb; ... then the patrloti< paraono who orilinaily put 
up the $12 bna will be pooitiv<if pumabed lor their palriotltm. And lor all lu~ lime 
Amerieana will have been taught by experienoe that it doeo not pay to be financially palriotie 
dwioa ....... 

tn fact, J can lma;ine no areater financial dlaaater than that, after the int.tnaive war 
boDd aal1111 eampa.ian ot tbe Jut few months, creeping fnOatlon ahould be allowed to develop. 

A.nd yet It It not eomplet<ly impoeolble - the way thinp appear to be aoioa on at 
Wuhloaton. I refer o1 ....,.. (a) to the oontinued lnttoUonary borrowlna !rom the Com· 
men:lel bloke, llJld (b) to the recent beeitation In Co.,_ to eonttol (u diotlnet !rom talk 
-*' oonlnlllioa) farm pri.,. and .._ u well u other prioel. 

In lllT ritw, there oqbt to be <0111puloory 1o1nt almM at- - oo u"' make the com. 
~t u ..U 11 t.bo palriotie !orlt oat; ll>d oo 11 to avoid lnllatlooL 

Tbert llbould, In addidoe, ., thiDit I, be (a ltw .- to .,.,..) -- ol bonOWil>a 
!rom the Commtrdal banb, - I« that it the root.,. .. ol io11aUoo. llJld oot the partial !oil­
.,.. (dua to eo..p-) o1 Mr. H-• - at ._to priee -trol. 

•• -
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p,;,. ControJ. Aro Mtrel.r Banclacee. Thv Do Not ~t tho DltMtt ol lntlttion. 

Tbelftl point J. that Mr. Hendenon and ble Oftlce ol Price Adml'"-don eanoot him 

o11 the illllaliOIW1' au: all they ean do it -pcnrily to •m certain btUto 00 tile ,. 
JOlt< ot ,;.. i.&lloa. ln~tion proper (i.._ bomwla, from tile CommorcitJ lub) ;. • 

prob1c l<r Mr. M ....... tbou and eon.r-, rtt.ber tlo&o lor Mr. u-.._ The Jatt.r 
io .,...q a oune wbo oppliot turlace --: ~ ltlo"'' to Mr. M"'""tbou (and c.... 
.,_ ud f'. D. R.) DOW to .,..._t the~~ from ...-!ior. 

• • • 
In addition, if the aovemment it 101118 to pretend to the pubHe that temporarily -

lui prico controlt by OPA are tho tame thing u avofdl"' fundamental in6a~on tbey arelpoo 
f .. to (in my view) ftnanclally dltbo....t, - for they .,.. jlllt pretendilli that ; bandqo over 
u .-endioatet Lbt ~ 

c....wy, """'""" tin tile omc. ot Prieo Admlllillzotloa IJIOJ' ba -..J ~A~DJ><nJY 
ptltiaUveo; but il .,.... - In Lbt l<rm ol -tinued bank loin& ia beiaa JXI.Oiptd Iota tile 

_...,jc -· 11 a ...Wt ol ~ not tuPI>O<Iini Mr. M«<ft1thau, the ~ ot 
in6ation will repidltl!>rtad. Indeed, it io no ote political phy>iciowtmor tboit- on U.e 
poultl<e when IIIey ouaht to IIJt their eyes on the root eauee o1 tbe puot, namof¥ bank b<r· 
rowing. And ye~ that I• what the whoJe trend ot current thougbt aronnd WaJI StrHt, u weU 
u around Wubmaton, _,, to be. The epotllaht lo deceptively turned on Hendmon'a 
prioo-llDJli, and not on M...,.,thau't continued borrowior lrom tbe banb. It It daring to 
Ill' ~~ but llllfly it ia lnl6. 

PalriotUm (Somo Al>flte) 

loeideatally, althoqb it lo popular to ltate bow ptUioOe tile A-.. _.. ... 
llnandally, I pononally do not believe that they .,. lllll5deDtly "petriock" to eubten'be 

VOLUNTARILY to enouab lotnt to enable tbe ao.tmmenc to avoid additional b<rrnwlor 
lrom the Commercial banb tJ.o. There OUllht tbertlore to be heavr foroed loin& u well. 

For it would be a tfa.&edy tC the recent patriotic buyen ot war bonds turned out In the end 
to be .ueke.rs; and It thote who reCUI8 to buy war bondt now turn out. to be the "prudtmt" 
people. 

Aetll&lly, iD lilt Pr., Mr. M«<ft1tbou ia .......... to be adverte to -PIIIaor1 loaoo. 
u JOt. But OOIDtbodT ..Jiy OQI!It co ..U blm that a!......, moot IinDo have porllllded, 

1cmetimet by tOfte ma,Jeu;r, their employee~ to tu.bmft vohmtarily to 10% PV deduetioal .­
iD on~ .. to prvv;de ow ftabcinr boys will> euoa ... a _. IIWI1 olebo Jl01Irt .,_...., dedi» 

ci-a.. becoming quite lnluriated will> Lbt con~nued riot in the price ol fond and the paorol 
coot ol tiring, and alrtady have made up chejr mindo to cub iD their tllbo<ripclooo quite 

obortly. 

The aen...r araument ....,. to be amOII8 beado of wblte eollar famllleo that "I would 
do my financ:ial bit willlnal7 -h it the Govtrnm<r>t would lceep down the price ol fond, 
ud (a) DOt eater aJmoot IOiely to tile voteo ol c.be f..--o, and (b) 100 that retallert did ~ 
b7 "'"- aui>Caf- evade tile fond prioHeiliop wbJc:lo ""' "tuppooed" co ba 8Md ... but 
wbidl aor-.,. _,,win ..u,....,. beior movtd w ...,c.b b1 _,ell b7 ioo­

abla C1Wiina 111b~ ... eoupled will> che intormatloa, liven b7 obol>kot9to "that t.bere 
.,. plm17 of other peoplo waicior to buy Lbt otuJ!lo ,... do not eare to ~ the prico." And 

that it certalnJy Lbt oltuatlon u ....,.sa tbe Euc.em .uc... 

ln other words, iJ t.he Government does not 1top making over the cou:ntl'1 to t.be farm­
.,... and doet aot oomme:oe. Meine that abopkeepel"' are not .. eunnina,'' not. only will aub­
ocriptiona to vofwuary - loena, and tJ.o voiWICAU7 pay deduetio..., -;but ......,, tub­

ocribon will "catb in" ... partly ...,._ c.bey need m<re IDOil01 to pay Lbt hl11>tr -. ol 
tiviat and partly ....._ they f- that inllatioe 1o ptCioa oot or oonuoi and tb4lr lllbacrii>' 

«*"to- loin&.,. -.i01 wuafe. And .... - ay cha< (ao.,.. M it 1o ._;atd 
that_,. plaoed In - loin& ia deja 1 tiOI) the~ mill>« w!c.lldraw "iD the 
iD- or che oatioe" the riclat to coo..n into catb (allar a bond baa baen beld 110 c~ayo; . 

Tbol'ult;,h.UI 

In otber wordo, thouab I beoic.ate co ay i~ ouch Conar-ional raeketl u art now goina 
on muol etop it America it to ba •ved lrom inlladon. And I advitedl7UIO the W<rd "nw:keC," 

(a) 8rot17, .,..._ 111e aricinal - lor farm pariiJ - tile period 1909-14 wbieb - the 

-·-
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.-.1 .u.-I~ period in - 10 ''wbat 1110 ,.,.. bo7o" C"'Y triebo· 

.... (b) - ,.,_..,. ODd ~ - ..... arililllll7 loft oot <t 1110 ~ 
1-lt14 IDda. .,__ lbo7 woald ba .. theo ...,_ it ("'7 triebO; aad <•> - .._ 
~doa - ,_, t.be ,.,... III&DI&Od 10"' ~ - ill• ODd (d) 
lhat labor to rWna lbo7 ..,.. ...,t to aot labor - ia aJoo. ' -

Ob,.., It aU~ Vfr1 .....anahle to lhe unldac.d; but...-... t.be •bole tbi., 
oavon ol wbtlo I~Ol'lna. and a racket. • And tbo public In tbo ~ - .,. now bo­
llnnlna to know Uno; and tbe -.tment ••llreody quJto lriahtonlna ••• ,.,. laltb in Co­
lo dlmlnlahlna .•• In wartime. 

Tho Farm Group i1, dan> I tell tbem, indi,...tly buaUna tho War Bond Campalan. And 
tbe oame applleo t.o ...Wn aroupe ot Trade Unionllta. 

U the Go..mment Ezpecto P,.l- to Go 0.. RlolnJ, 
the War Bond C&mpo;p. Ia Not Quite Hon.t. 

Ao nopzdo tbo c:umnt Wu Bond CamP&iiD, tbo point l1 thU:· II tbo eo..nu....t which 
loadl7 ~ price lt&bi!Uatioo reall7 ._.. 10 allow 1110 ,., .,.;.. lovd, U.. - ... .._ 
ud tbo - ol tirina .,...tuall1 10 .Up upwanll at &!>out 10% por "'"'""' _ u a 1'011111 ct 
..,..c.c~ od.lllltmlllto to be made (alw1oJI rationally) In 1110 Ia.._ ct ..,_. to .an­
*"'""' (lohlch Ia wbat -.ill "WOibin&WD Lotur Writ.n''- to-); it i1 quit. cfio. 
- ol 1110 GoYtrnment t.o gO .. witb a -t&IT' ..... - .. u.. .,....,.. tbat 
Govwomont 101110 are "porfeclly tale" -- tbe7 will bo pold bodt lo lull (ill - ct 
mooq). Tba Govenuneot would be indulcina ia a tricll7 "error <t omlooioD." 

For tbe ,..1 loa. would be U...: tblt II pr; .. croep upwvda at 10% per annum. tbeo 
in four ftvl the ,.real" value of tbe money aow patzfotieally ltnl would de:pred&te •o%i 
and that tho interelt received meanwhrte (ot around 8% per annum) •ould only amount to 
12 money unit. out of the 40 real units of depredation,, Sueh voluntary loan.t would in faet 
tum out to be, from a REAL angle, Joana without real lnt.treet at aJJ ... but ~anned by the 
Government on Lbe buit ot a pi'08))eCti\'8 reolloea - which 11 not quJtt a gentlemanly ny 

1<1 -~ tbo IIAanclally patriodc. 

Foroed 100111, equltebly impooed ON ALL, would be mucb lalror. For lhey would opreed 

tbo REAL 1 .. (if any) over ALL more EQUALLY. 

Commodl"' lndu t-M 

I -rd '* oo m..r. miud illllatioaaJY l>orr<Jwinl ,,_ 1110 banb IF iD-and Cllli­
oal rtdtmpcioa.,.. ""'""tory ari.op ~ tvelwall7 P&)'>ble Ia a (nabboo) -IY dol­
lar ••• I.e. "' paper dol'- 1110 ........ ol wbidl woald bo booed ... u.. - ... ol d r.wl 
pri .. - lor tiMa It would '* m..r. mattu to wbat ..... rocall pr;c. ,_ ._ U.. potriode 
...,. bODd eubocribon woald bo paid ....,.n.l. Bat U..ldea tbat tboea wbo fort out fin< lboald 
-•uallr be vlctlmiJod - (by ioflatioo) il to me uu.riy rtpulllvo. And ret there ia a 
rille d It - II WaaiWJaton ia ......._ 

U.S.A. Ia R~ (,.Forced '-no 

Tht tact remaina however that if wild tntlation iJ to be avoldtd, there mUll tither be 
hlaher tuN or forctd loana. And from my own inQ'Uiri-. I have come to tht eoneiUiion that 
maey do not ll~o tbe VOLUNTARY LOAN qatem at all - ~not (a) It enableo tbe okuDb 
to .... po; and (b) OIIC&PI by tbo llmnu hutenl on tbo ln.n..Oon whlcb automaticallY makeo 
wcm ol prmoUI patriodc lendera. 

Ao ler u I (ooe bumble indivjdual) can mako out. tblt Ia pntty mucb tho opinion o1 
moat Amer!<:ane .•. oapecially tbe rel&lively - •h- lilt avlnaa out ol ._ are -" 
and wbo are limply torriW o1 IJavjoa DOtbina.....,. -.i·...u.l•- dollan, .,. -
bODcle, .,. ~ J>Oiici• on which to Uve dwioa tbelr old - 'l'be7 tbiDI: everybody 
oucbt to bo FORCED to .w.n"be to war 1oana NOW. 

UucatioD -llal 

-r.. poli~ d ....,.. .,.,.. tbat tbe7 too woald tib to aYOid loiJatioo Cb1 ,_a., 
to , ...... loenl), but tbat u.. public Ia - ,.. eullldontly ed- 10 put liP with t.be ....... 
- and lomd loaoe by which a'- ioflatioD call bo avoidod. 
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• • • 
I - ol ...- tl>e polltieol clilllouldet ............tia tl>e ....._ lmpooltloa ot ,_ 

- wtthholdlnr - llleo - etc., bofON tJ>e public 11 •ll-lall1 qallit r1po ,., 
lt.. ADd lam ........ ot......., ot t.bo 1u:1 ....,._.t t.bot dunnr....,. U...ll --to 
oducac. t.bo pubUc, aad that tl>e - pnctlcal tbinr II to try to bop t.bom - ... 00 -
II It d .. load to ..,.,. lllftaliGI> ••• lew !nftatloo II not oo bod .. deiCOL But 1111 ...,. .,.,.met 
11 that not .-ly ..nlldont atteoDJ>to an Ytt made bo~y to oducalit tJ>e pohllc (aad c.... a-> on t.ba brutal roolltieo or ...,. llnaocinr, - ..;t.b t.bo ....Wt that tJ>e 111 otliJiatloa 11 
COGtlnualiY tumod oo {bonolrlnr !IUD .,.,..,_. banb) - u lout HALP otlt coold, 
I Wok, bo tumod elf at -. - aad ALL ollt if tbo Go.........,t WOCIId bo polltlcally ..... 
..,....., to talot tl>e Dldoa loto ita ooo8deace aad odUCIC. lt. 

Sbon.siPtod PlD.u>cW h lriotlom 

Ncr (aplo 1•1117 bUII1bk - ) il-'7""""" wriUOD b7 tl>e Plw alloot tJ>e .._ 
...,.....U.,. ~WIW'7 war boocl oubocripUco. IP (aad .,- ooc. t.blo -.1 "ll") tJ>e C..· 
-~~ ........ ........,;.,-the-boob; «il lt ...... toallowlano pnc. 
aac1 - ""'"'uollT' to c:roop up. or ........ tJ>e Plw booltac. to do IIIJ'I.IWir ..meb milh' 
toduoo tl>e ~- ol ...,. boocl aohocripliooa todq; aad t.bo7 an natunl17 amid ol doilll 
IIIJ'I.IWir ..meb mlll>t bo labeiJocl .. U~~P&triodc. « lot..feriDa wlt.b tl>e ...,. ol!cwt.. 

IM to 1111 miDd It ia mueb ~ po.triodc to auld• t.bo eo.-t (IIDd tl>e pubUe) 
Into • aoupd mtt.bod otllnaocinr the...,. (aad ndllcinr ........,;., 1n>m the­
bankl) t.ban to ,o on leltlnr t.be public bo bluJred (co......Una t.bo eerioue natwo ollhe baolr 
borro..;nr problem) jUit lor tl>e like of seWn& in the obcwt Nil. a low ""'"' voluntary ...,. 
bond oubocrlpdono. -

Slnco voluntary 10&111 (and Taxeo) toda7 ""' loadequalit, It 11-UII to NOI't jmmedj. 
alitll' to eompulaory 1 .... IN ORDER TO MAKE THE RECENT VOLUNTARY LOANS 
SAFE. Tbat ia t.bo a1ot ol t.be matter todq. Tbo 1a<ta an lndiapucabr.. ADd t.be"""" 
Govtmmtnt propepnda that ia - to t.be matter, IIDd the ....- tbo truth II tOOl obout 
tl>e clilomnl ("'tbout boochr!nkiDI), the bettor I« ~ea'o lloaadal ru.-

1 -ar WOCIId liD to-the~- aad Britleb eo..n.-11- out IDd Q1lite 
brue171Dd "--P.W. that - tbe wv iollnaocod without........,;.,. - tl>e­
-.ill boob -lA. by- ol com~ looaa !nolood, then~ will be u altimato ....n 
prieo lllftatloa -1111117 • ...., thoulh H-IDd OPA- m17 be~-
1111 ID coveriDa tl>e- by their widoopeod pioe •nac ~ 

Tbo7 obould llao odmit that to tab ..,luatary ...,. 1ooa - - II clilboaoot IJN. 
LESS t.bo7 an coinr to 11D1Deo tbo ...,. ..,_, lwtbtr eomm..ill biDl< illftatlon. Ull1 
tnll'dl, .-; but.......,. the Ttuthl 

P~Daacm. the Wu Without t..n..tlon 

Aetually, .. 1 oaJd In Dipot f!, thenl io no need whatover to rwcwt to IIJiadon durinr 
• ...,. ••• ll ~ boo potitieol ......., aad tho natloo II r..U• po.lllode, and lo loopt ..a 
lot-

'""" tl>e .....-11 (rwl ellort) otaodpolot, tl>e ...,.11 ftiiAIICed •It -lloac b7 _,. 
ol tJ>e- bard wwt, IDd tJ>e- oWl..,..~ by tl>e ..Uoo • • •bolo. AD the 
W.O._ .. - ... prod!ocod """"'tl>e - · ADd tl>e ........ tbonol-bo,IDd -
be, ....... I 1 1-. it II o folloc:7 to bolioft that tbon II "liOt ....... _., toda7 
to~for· tllot ll...- toda7-ortbot,...-IUor_(b7_) "· 

1 

T .. _ , ... It .. ..-.b. obaplo-tl tl I--tl!at-11*-tldldo ., ... 
...._. 'adtoe.._.._.....__. to eo m!W.....,... ............ ...-caM 
...... '!. - loo!7. - )- .............. bo, _ ....... ., tbe --·· --a '-1 oad _ ,_. ~It, oo ot - t. J1'1ot *OBVIOUSLY -
- />fa( ... -. .. .,~, l 
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Aod aD tho ~ tittle -- ot lUdcle ill8odoa - (1oWm ...... .. - ... 
Com rid boDb ••~> ~ be lolloood ..,. ...., .._ Cozo o w 11 
a Coop • ..,. - ~ bio c!- are 7wt JIOIIIodo......., (orlaol lhe - ..;. 
- _..jo) 1<1 pot up With ...., .,.,-, be ..... t 1<1 - tho 1nt bola - 14 w, c.. 
.......... dloUi<t &lid -p the OOUII!r7. -... bio ........ tho ...,... ~ ot tliio 
IIJWidaiJiwalloa. That_.., be"""" boo-, &lid oioor tliaalaUIIor tho A""' • 
tlOD ao oe bomnrlor ,_ tho Corm dal boDb (&lid ot ......:..U., that •-Prico ..:; w.,. CODtrol (pouldct wooi<l wu the oaly inllatloa ........ ). It 11 riclkuloaa 1<1 hue ­
ot oalY 26" ot tho aatiooal income- M% (illdudlorlorood p1uo """"Wr loaaaJ 1a..,. 
vi....tr a~~d mathematic:olll' -tial &lid rilbL 

.Everyone ol COUl'lll dotooU belnr tuod, but I have OftOIIIb faith In l.bo "-''oan poop11 
to boUtvo !.bat II Co- did tum on tho boot ot pro_..,to. or rath• ftnaadal -
Uon, u I have jlllt ouawtec~. they would be utoundlaai71!011Prioed with l.bo utaot ot lrilleh 
l.bo .,...t maa ol people would we1oomo tba oacrillce boior rpnad llmultaDaOIIaly aild .,..,.. 
pul.oorill' over all, IDitald or-.., (a) to ""w>t.rJ componrr lnbtloaary tricb lOCh aa 
~coop~., ...., 1 ... &lid ~ inbtloaary baak bomnrlor llltNJ)dtloul7 pile • .,. T>ue ...._,. 
thm Ia - mueb IQJ>porl lor-~ ....., ill Wall Sino!, but that 11-.. iiWI1 
poopll, ...., Ia Wall Smet, do - uodontandtho .,_,.,. lido Ill war prodorlloo. 

w. a. ... th. Moaq •• Without lallatloe 

Tbo locta.........,""' quite llmple. l!.ery-- oatho War,~ fl5- aaau­
all7, --aa i.....,. reoei.-..1 "- tho War. Aod ilwar oq>oodi.,.. ...,.;tutall6" 
Ill tho toQI oadooal II>OMW7 ~ liMn ia pleoty ot - paid out ....-.ally ta 1'01 
lor tho War u It- aloq - il tuea (pi111ICII'COd loaaa) equal M" ot tho aatiooaJ -. 
1017 1-. • AM ll>ia Ia bow it tllould be, aad wU be, I bopa. 

Tho paint io !.bat il a combination ol tueo booa 8do • .,;..._ aild lon:od loana art not 
madt to cover tho coot of tho wv e!!ort in lull •.. an additional d'-> almoot u bad u ..., 
ltoell (oomtdmea .....,., lin.., it otcon leads to rovolutlon, '" Olaoot 97), will be lmpoaod on 
Amorica, namoq, ...,..ptltiouo and wild in8ation. 

II tho Administration Ia goiD8 to be honoot with Amtrlca, It abould _.ruse thia 
danier u much or mora !.ban it pro_.,.. volw>tal)' war bond oal01 _, aild lbould (I 
think) propapndi11 tbo need 101: higher tuation aad OOMPUL90RY londiD8 eo !.bat tho 
potriod< ltiidero do - tw1 the rill< ot oul!eriDI _. than tbo "- polrlod< ahotaloon. 

Today'o .,..- pn{.-.e (ia WubiJl(to<i) lor bonk cndlt ln8ation &lid lor de. 
.--- Ia moot cia--. It io reall7 DOt lalt to tbo Anwlcu puhli< - altlloalb 
- 1D01 ..-Hb it that R7 at tho -t - .......,. thn>ollb ;,-.-. Tbe Gooera-
- .......... oboWd diopel tbo ~: - 1-IL 

7'lM /Od "trW 1M_,.-,.-...-;.., vowNrABY _,..., -t•",.,.., ,. 
COMPULSORY ...,. looM i-rliJtrfl'. 

Tbt Govemmellt tboreCoro tllould immodiately prepare tho publio milld lor tho aDoi'CJUI>d 
l!iw>dal bunllftl whlch are ;.,,..,..,., _,. ••• II wild ln8atloa ia to be avoided. 
Ar>d t ho Whl .. lfoUM - WLB obouJd , ;,. up pntoodl .. tbot tho - - or -k· 
- or fumon " obould" be raiood parallol 'With tb. ... t or U.U., IN OIIDD TO 
MAINTAIN THE REAL STANDARD OP LIVING. It juet cannot be done in ll>ia War, 
lor tho olmple ...,.n tbot u,.,. will not be eoo111h eoneumable commodidoo to 10 arouad ••• 
to malnteill NORMAL ~ 

I npaat I would tib to ... tho Amen.., Govemmellt -out &lid qu:iCO n-11 &lid 
b~ a:t that uru- tho ...,. ia l!oanood without bomnr!D8 Iron tho eommweial boDb 
- I.A. by _,. ot oompaloorr loeDa iDotad, liMn will be ea ultimate Ntall prift ill8etioD -1Ua117-- .._...-&lid OPA 1D01 be comporarily..-uJ ia ..,.,.t11tho 
- with tboir lri I ; oad ~ 

'I'be1oboWd aloD admit that to-~----II--UN· 
L£88 they are ..,;., 1<1 - tbe war witlioat liillalloL 

• n. .... ,, • ..-. .......... .., _M ...... ,.,.,__.-..,_J.....,_ 
~ ia hlio Ditooo "· 
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lo oloriOI lbo limo ~· I om 111117 a...,. that I 111&7 bo wr1UJc a ~ .. poot. 
- obllll&r7 lor tJ>o. Dileoto; lor ID&U7 will ("""'1:17) _.t 1117 - ao .......... 
lie, ud wiD Wok !bot 1111 olllce lhould at - bo - don by OCD loot 1117 ~ 
mlal>t .-..... boDd --

Tbe li" ol the ma- il h.-er that Co- lbo "'-· ud the Wllit. a- ha" 
not yel the mental co...,. to laoo up to tbe reelJI"'blem ol ftaaod01 the -. """"" lnfta. 
lion. Ten billion doll&ll have alteody been bcrrond loftadonaril)' lor-.,.,_ r- the 
Commerdal boob, and In 1bo DOt twelve IDODthe aootbw 120 bno. (pwhapo fCC) bno.) IDlY 
bo olmilarl7 borrooftd, II DA>thiaa dtutic ia clooe. 

So alrald bonver II Waebi.,ton ot teJ1iDr lbo publi< lbo Wtb - or lo it !bot tbq do 
... t- tftOQih - !bot a llrTibiT tbarWial>ted poliq lo boiOI purwod ol (a) hidillc the 
rilb allmdi01oolw>W7 ..,.,.,_ot...,boDde (dboot ~~~ LO-IInneu • bd), 
aad (b) ol ftaaodlll lbo war latl"i7 by boot bonowi111 and pro(OIIdi111 thAt It 1o 110t ...rJy 
ioftau-r - (011 - COIDI'Ielol7 !aloe - ~~~ &I !bot boot - fo DOt 
- - (- aewa1l)' it lo, altbolllb lbo pepor lo bpt witbla lbo boob, aad - DOt 
han a eo..rn-t lllamp oa it)~ 

ADd ,_. II aobod1!*1rioti<:all7 rilb bla neet (o r. BillY Mlteboll) Ill IJ7i01 LO ~ 
\he wlh, - Ia< Ieer ot beU>a obort-oigbtedl)' labollod ao poo-Nul ud oeilod D7 \he FBI or 
OCD• - LOO Uttlt wiD bo oaid toa late, and Americ:a will pt Into ao 10& a l!naDcial - ae 
EocJand and PRnce aot into a miUtaey ,_ One'o deor duty II u...rore LO try and .,.... 
vent It - even at the rWt ol beina aoeueed of. bei01 nnpalrioele, and pro-G«maa. ILo< t.W 
k '"¥ ..,. r.UW. /Hlll4 """'"'btlliolo.J 

Out toou'h ol theae beroica. Tbe 11<1 il that lbo war can be (and ahould be) ftnaoned 
without dl.ohoneet lnfl£tlon. And my aext Digest will analyoo t.he elllllt7 ollndividualt and 
.,.,....uona LO pay t.he f..-1 l011n1 and tuoe wbidl I •IIIPI· It lo WI they wlllleod LO 
the cuttlOI of dividollda. But the~ I am alrald, II t.he outlook for Wall- - II America 
llnaoooe tbll war on eound .,....,.U. 

• I •1MU wu ""ia\'Utirat.td"' ll>y tk Nnr Y•l St•t• AttM'IIJ C.M:t-.1. wil. ~SEC td~1 ia,.la 
11....a. 19)9, tl1to •Ito'"' oo Ea._ l...,.llock...! ,.uw.4 o;,..tll, .. ~.w, "I' ,u..r 
- wWa .... KMt tM Wu. _.-.. .t.U.U tldp, ..wdiUH tiM• ~ trM ill .._al. S.t ..d ~ 
t.Mtiaa ... &1M ..,.tn.cic; ~ it it • pity ..,.. ,..,... •• tiM "' ..... ul• ..ci«.. .......... ia. 
5oolt .. oJMr w.;.. ......,.IIUWot ..... 

At4 "'""C...,- tloiatiNI ;o;, baq -o.Jolo IM ,.w;. -~~ ~~ ,ltUt TALKING ;.r,,.. 
•I t.tatiMliJ ~trW. .... d1u ftt.Mr (.) ..-., tM b«-1 t• tM Prtfttat. ., (~) i• ..... J VOTING 
4iowo .. oM.Itliot .. ...,., 0... IIIII .-4 <f ,J/Ikfl ~ 

Tlai• it a prally t.ot ,. .. rk aN •1 be lln~«t"' t• •rMif, but h h wri11a1 •• dw clar (Stpt....,r 
24~ wb., da•pht tlla Pttt.ida•t·'• ,ao. f•r price co•t~, tlla ••t..catclll111 H•u" llu nta4 Z84 to 961• 
fa.-• ol t tUI ~''"' far• pric"' lh AINfica te II. .. ._,.M thi• ••1 ,.,,.tll6llr> If M, wh.at ct.&~~« er 
wi .. lq t~ W~t) Or if th. Ho•M aot ,,ua of tbt Aaato•Y of loa.doe)l 

1~. it .icllt pcth.apa. Itt a .-~,.tir aooc1 ti!W!a t.r tM ••t"'• ifoea of tiM t..U EARLY •til• 
tar7 wu '"" l.ak4 ... l)lo'ficiH tKII taftn caued C..rr"' t• ttep ..U.a i•taU.urr INH!lf«:tt aod ,. 
~...ca • rMiittic ...d .... l.a.tieealf attit.&e tawuit wu &.auu. Tk .... ,a,~ Will.ll ef liM ,.~~&c 
.... , oo lot _.r EARLY: 011otm.. U. ;.Jolioo ..;IJ - ... UNCONTROLLABLE. 

I tloould ....._ odd thAt ..., it ilodolion lo allond to cirrolop at lbo .-Uti .. nto 
ot aboal 10,., por -- ("Ill - priooo), - oLOeb will aot neoeooaril1 ...... - f~ 
""""' tlr - -.Jd -_...,rite ...... - thaa- ..- Tloonl-. ,, 
........ - c.hat J .. -- ,..,.. mo7 _... bo IIIOCitral* bolatloll. ,..,.. ..... -
""" • F .. aad boo7- oLOeb 11 a......._ 
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)ly "'"' Yiow ia cl>at. in ordc< JIOI1io//¥ to ebodr inllaU..,. ...,_ ll«b trill be tam! 
to, .. boM <oo .. to *- Covm>meaw bonvwilll), ...,. ~ _., ,_.,. ""J>CnCioa 
caudoe ia ooiJ a partJal d>eck on i- I adJJ remain boarilb 101r ...._ -

SUMMAIIY 

t. Loono from lhe commen:ial banb .,. defini<tfy lnlloliOftaly. 

138 

2. Loono from the commer<ial banb.,. tberel.,. the reellnftatlon d~ of America ( 
(due, of eoune, to lhe War). 

3. Trying to control prices (Mr. Hend<!I'IOn'• Oepnrtment) Ia only poultice work. The 
rNI job Ia for Mr. Morgcntbau'a Department to cradicat.e Lhe nnaneilll di.leaae of bank bor­
rowlllil - and lor Co- to htlp him. 

f. Tbt aitt of thi1 Oigeat ia that voluntary war loan tubeeripcJona ~ aale it a.nd only 
if tbe Government. doel not progressively borrow inftationa:rUy from the commercial ba.nka. 

6. But It will ba•·• to borrow from lhe C<IDUII<ftiaJ banb if ~IIOI&IY wv loon ouboo:riJ>o 
tiono do not men lhan quadJupie. 0< w>leoa CIIJTfllt tueo .,. owly doubled. 

6. AJ14n>ati\'tly, )'011 will ba, .. to have compubory ....._ 

7. And il-pubory 1oano are not- to qui<kfy, voluncary wv loon ouboo:riptioas 
are unllfe - and will ceue. 

8, lnllotion will lhe..Core get CUMULATIVELY wont. 

9. Oorrowinalrom the Commei"'':ULI banks (and lntlatln& the c-umncy) it II!ertb' a di.s­
honeat way of pretcndjng to the Public that the War doe~ not eott N much as 1t does. 

10. And it [a not "kind" or the Gov@mment to do thia - for In the end wild inflation il 
just " brutal." 

C•• w .. 61•"' ,.......,. r.. mtttlv dmiedl 1 cllo/Uov< ,.... 

THE END 

-8-

• . . 
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TO 

TREASURY DEPARTMENT 139 
INTD OPPICa COMMUNICATION 

DAft 

·secretarr Yorgent hau 

Rendolph Paul 

October 13, 1942 

I thoueht you would be interested to see the 

at tached report of John Pehle'a interview with 

Coomander Lewis Strauss of the Navy in regard to 

Colonel Doriot. 

Attachment 

Regraded Unclassified
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IDE'!WM l'Cit m mp 

Oo1.ober l2. 1942. 

Co.-Mer Lerla strauss ot the • .,. Depart-ant called todq with 
reteronoe to the Do>:iot at tel-. 

C.-.nder Strawos said that Colon.l Do>:iot had oalled bh on !'l-ida;y and 
advis ed b1a that General ON gory had been called into General StrODg' a office and 
told that the Tre&aUl'T Depart•Dt had written to the War Depart•Dt about Col..,.l 
Doriot and that the 'treasUl'T had stated that Do>:iot had ~ faUed to .U. a 
t\lll dilloloaur. to the Tre&aUl'T ot tha ownerahip ot oerta1D tlmd.a held bT hia. 

c-mor Strswoa aa1d t)lat he had -D a oloao .t'rUDd ot Doriot's tor 
18111 ;rsara and while he realized he wu oa:poaiDc hiaaolt b)" do in& ao, he wished 
to act aa a oharaotet- witnaaa tor Do>:iot. 1M said he wu coatideDt that Doriot 
na entinll,r pro-~ and anti-.Al<h. Colllander Strs""'aaid that he (c-Mer St!"a101s) 
.tcJrt haft been the inatiptor ot the iDftetip.tiCIO ot Do>:i<>t, 1D that when I.a'fal 
CUll into poorer 1D l'ranoa Co mer straua noticed that CICIO ot the CahiDat otfioiala 
• • •Ledurie•. Strauss had the notion that a iDeo Do>:iot was holdiD& tlmda tor 
ICl'lllll & Collii)O.!Q', and aiDe• a person ll&Md 0Ledurio• was a partner ot Wor. & ~111. 

( 
pressure lllight bo hroucht on Ladurio throucl> such l'lmcla and eo adoiaed the ottico ot 
!laval Intelligence. Co....ter Strauss stated that he aeon disccmored that the 
ladurie ot the Laval cabiDot and the Laduris ot Woru & ()o~ were not the -
...,, althouah they were related (they are brothers). Ko further stated that ha had 
no notion ot how oloaol.T Woru & Co~ was tied ill with Vioby untU ha read tlw 
last Dllllber or •rorlisn Affairs•. 

Co.....Ser Strauss asked whether the Trea1Ul'7 had disCOTered a!Q'thing t hat 
iodicated DoriDt was lmfit to he an ~ otti<>er and wu told tlwt the Troaa11l7 did 
DOt ako such dooiaiCIOa. Co-or Strause tlwn aebd wbootbor the Treuar7 had 
diaco.-red &111 1D414at1CIO that DoriDt wu an iaolati...S.t or otlltorWiao bold political 
rtewa whiob wore DOt OODaiatent ritb the war attcrt. C Ddar stra101s was told that 
the fMaaury•a iDftetip.tiCIO wu ccmoerned aolol.r witb rlolatiCIOa ot Treuar7 
rogulotiou and tlw relatiCIOa betweOD Doriot's trwotooahip ot toroi~ tuDd.e 
and the requlnMDta ot the 'hee.aUl'T Depart•Dt 1D o-otlca tbaNritb and tbot " 
bad llllde no !Dftetiption aa to Doriot 1 a poUt.ical oiewa. 

Coaalandor Strause aa1d he appr<~ciated our giriDg h1a an oppoz Lunit7 to 
testlJ'y aa to Doriot's character. 
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TREASURY DEPARTMENT 
~DM810f1 

WASHINGTON 

141 

Ootober 18, 1S.2 

ltiDIOJWIDIJl( TO THE SI!CUURY 1 

There ia eubldtte4 herewith the operating report 

or Ltlld-Lta .. purchaatl tor the welt enae4 October 10, 

1942. 

Joint d.ltcuttiona haTe been had wi th the repretenta­

tiTtl of U.S.S.R., WPB, LtD4-Ltatt, ana thia ottiot to 

proTide for allocation• of Mtalt tor the lut quarter 

ot thit oalendar 1ear and, at a reault of the group 

ditcuaaiona, arrangeaentt haTe been made to olear allo­

oationa pro~tl7 for that perio4. 
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N " LIID-WSI .. fti&StiiY DIP1lf1WJT, PBOCURDIIIIT DIVISI<II 
..... SftTDIIft Ol AIIOO!TI<IIS, OBLIGiTI<IIS (l'URCBASIS) .u1D 

DILiliRIIS TO PaiiiGI GO'fiBIIIIIlml A! U. S. PalTS 
AS (6 OCTOB.IR 10, 1942 

(In Jllllicma of Dollar a) 
•a•ht.htra t1 n UJU\htr1lnate4 aal 

Total . U. I. Ruda ill!! hpeuea Jll .. allauoaa 

maeatlou moo·• nuo.7 ~·7 rs6.7 rs·7 m5.6 
00.8) 129.V) .5) 56.7) .7) 288.5) 

hl"W.a .btlaorba- fl712.V f101(.7 ng.o m·o f 16.2 
tlou (lequilltlou) 16«.6) ~2.6) .6) .6) 15.8) 

leqlllaltlou Cl-.r.a 
!or hnllua 

f1eoi.1 
16'1'7.() 

f 980.( 
968.6) 

H78.1 
62.9) m·9 .0.() 

f 16.'7 
16.6) 

Ob11pt1 .. (hl"-
oUall) 

fi616.8 
('12.6) 

f 962.6 
986.8) ~·2 .8) 

n9.9 
(().() ~·· 2.() 

f 12.2 · n.2) 

~11TII'111 to ror-
•I@ a.n..-u 
at U. I. Port• 

t 62'r.6 
612.'7) 

f (99.8 
(87.1) 

fi0(.1 
02.1) Fro·1 .1) 

f 8.6 
8.() 

• Dlllnrlaa to !oralp gonruntl at U. S. Porta clo aot illolacla the tC~~~UC• tlaat 
11 either ill atonea, • ill-trualt• atone•, or ill tiM port area for whloh aotul 
raoalpta haTe aot be.n reoe1Te4 !roa the foraip goTaraaaata. 

lates Piguraa ill pareathaaaa are thoae ahown oa report of Ootober 8, 19(2. 
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IXPU.I1'!'IOif ~ DICRI&SI 

Tho aoor•••• of $500,000 1D Purohaaa 

.luthorisatlou, Requiaitiou Cloue4 tor Pvohuo, 

ana Obligatiou for ChiJia •• 4uo to tho oanool­

laticni of two oontnota totali.Dc thil aount for 

that ·-tPJ • 
• 

. -

: 
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O.tobv 11, 1M2 

IIDOWOOII TO fBI I.ICift&l\'1 

!bve ll nbalttel wnlth t!lo operatlq "port 

ot LIDI·Loue ,_ .... ,, t1r till wet nlel Oetobv 10, 

lMI. 

Jelat Ut.udiU u-.o bola W with the ropn•nta­

tl••• ef u.s.a.a., 111, Llll•Leell, aa1 tbl• ottl•• to 

pro•lle for a11 ... tl1U of .. tale tor tho la1t taart•r 

ot thll eelnlaJt ,. .. ul, u a ronlt ot the poap 

lhoullll118, .......-t• heft ~~- _., to olnr allo­

aat iiU ,....tl7 t• tllat plf'lel. 
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'!'R!ASUilT DIPARTIIBIIT • PIIOCUllEIIIIT DI'fiSICII 
SUTDDT 01 AUOCATICIIS, OBLIOATICIIS (PURCIIAS!S) UD 

DILITIIUIS ! 0 PCUIOJ OOY!IUIIOilS AT U. S. PCATS 
AS ~ ~a 10, au 

(In IIUlleu ot Dollara) 
, .. l•htntln 'UIIIlatrlwtel ul 

.!!S!l V. I. luala ru. lapn"l lllapUa-s•• 
.a.n .. tl .. moo·• ftl:·' t=·' 1100.1) Ull.t) 111.6) ft:·' .f) ft·' . .,) =·· ..1) 

....... &11tlloeriaa- ftru.• F.:·' r.:·o f:·O - t 11.1 
u .. (latldelt:l .. ) . l.IM.I) .... , .1) .1) - 11.1) 

-.llltl .. Cl .... ~-1 t 110.. fl::·l t:·· - f li.Y ,,.,." ... •• , ..... , 161.1) .• ) - 11.1) 

Ollllptl .. (hi'-...... , =.. t ..... =·· ft.l) .. .1) W.l) t:·· .• ) ft::, t lfj, 
eDelhwl .. to r .... 
·~ Geft.-ta t IIT.I t 618.1 ~.1 f:·l - r :::, at V.I. P...U 111. f) .., .1) 101.1) .1) -

• 11ollftl'1 .. ta forelp P!*' ta at V. s. Pwta .. ut 1Mb .. _., t I" tMt 
11 e1~ .. 1a ·~· •a-treult• atonco ... 1a t» port - tw •10 ..-1 
re•1pta Mft aot •• NOelnl ~ tM t ... lp &••'* •ta. 

Jotet ll&v•• la paratuaea an tuM •- • report of O.toli!P I, lNI. 

~ 
4» 
V1 
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arull!IOI ~ DICIUII 

fte lell' liM fit tiOO,OOO Ia ........ 

Aatwbatl .. , ~altl .. Cle .... far ......... , 

_. ~upu .. t• Qha .. Ia• te u. - .. 1-

letl• et tw .. truta tetalbc WI -t ~P 

U.t -u, . 

• 
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BRITISH AIR COMMISSION 
17811 ........ CHU~ AVDCUK 

WMHINCITON. D. C. 

ltitb tile co•pliaonta ot Britiab Air eo-tssioo 

who enclose Statasont No. S4 - Aircr&tt DeeJ>I'tched 

- for week ended October 6, 1942. 

Tbe Honourable Henry Morgentbau, Jr. 
Seeret&t7 of tbo Trsaaury 
1\'ASHINGTOM, D. C. 

October 1.) , 1942. 
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U.J:. 
• 

tJ. I. 

U.l.. 

JI1Aidl.e llut 

cu.a 
a-til Ur1e& 

V.I. 

Br1t1ab Air Ocr=1ee1oe 
October 12th, 1942. 

ea....sa .. ~"At. 
• • • 

V.I. l 

Port lllldu 

cuada 
SoQtb Atr1ea 

V.I. 26 

eapetc~~m 

'·'-· 

lO 
1 

7 

l 

19 
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BRITISH !!9$T S£CJU<r 
U.S. Si:CREI' 

OPTEI. No. 3,3 

NOT w 8£ 11&-T!W!S!!Inm 

COPY HO. d 
0 0 

Information received up to 7 A.M., 13th October, 1942. 

1. l.tiLlTA!lY 

MADAGASCAR. OUr leading troops are now 12 ..Ues soutb or 

AIIOOSI1RA. 

RUSSIA. The Russians continuo to bold tbs Cenoan advance •""'""!~> < 

of IIOZDOIC. Fierce fi&htfn8 continues nortb east or TUAPSE where tbe Cen:ans bavo 

aade a eli&bt advance, and bave encircled certain Ruaian forces. 

2. AIR OPERATIONS 

WESTERN FRQNT. 12tb. Whitl.-,a attacked and probsbl,y dam&sed 

a tanker north of CAP~ FINISTERRE. 

12th/13th. >1.)1 aircrt~ft including 16 Nt~vlll aircraft were ssnt 

out - WISMAR 40, Dornier Factory near lllSIIAR 19, eea aoining 59, anti-shipping 13. 

Visibility at IIISIIAR was bad witb low cloud. 3 airoratt are miosins. 

IIEDITERRAIIEAN. 11th. A ship in southbound convoy off CREI'£ 

was da.used by U.S. Liberators and a schooner off Silli ~I waa ~eel by 

Beau!i&htera. 

~· During 11th/12th and 12tt aboUt 300 er>88G' aircraft 

operated againat the leland. llain objective aerodror.>ee. Spitfires intercepted 

and several JU 88's were forced to jottiaon their bollbe in tho sea or wide of the 

objeottvo. So111o damage to aircraft on the ground at l.UQA. In air figbtins 24 

one~ aircraft were destroyed, 13 probabl,y doatroyecl and 29 damaged fo~ the loaa 

of 5 Spittirea, 2 pilots aafo . 

). HOME S£CORI'l 

Civilian casualties Uth/12tb - mESIDB - 15 ldllecl, 

43 aerioual,y wounded. 12tb. BRlGIII'OII - 5 killed, )2 aeriOUofl,y _-.mded. 
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UNtfDflt I JAL 
:sa ____ ....,-

_ _.__ JNfw 
MILITARY I.NT.I!iLLIGENCE DIVISION W. D. G. 8. 

MIUr.UJ ATUCIII JIDion _.::;_.,;:.::;;;. ====- -
Ill tt• bYe GIN • \o ~....-.. 

SobJoc• .. I ----- L 0 -No. 4UD 
~ .---,.,., 

)!'rom M- A. ------ ----- ~No. -------- 0... ----~~_!~• 1~------

Joi &fM ~ llo.pa' pd> I.-.. 

1 

......... _ .. _ . 

!!W fol ' •"ll u flWW ti'Cia u 'atNHr oe ~ ...t­
tz.. tM ...... IIIII' Dlplrt .. , l..oDr:lc.t 

~ ~ •••••••••. •••.•.••••• 1~,16' ~ 
Y1a h•st• ~ . . ............ ,,.,,., • 

It w:Ul lie -'-4 u.t tbl r tN• 1zVI&M aob.leftd 1a illr91k 
1a hlT llu ..... tollaud. a flr\llel' riM ot n 1a ·~·· 

• 
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UlllTW '!IWiSFORr SBRVlCE EII'LOIEES C1 Alt:IUCI. 

3451 South 1!1cbiaan AYe. 1 
ChJ.e&&o, Illinoia. 

• October 51 1942 

Ur. Henr:r llorgenth•u1 Jr. 
Secret•r,r ot Treaaury 
ll'uhington1 D. C. 

J.ly de&r Ur. llorganthau: 

It hao been reported to thia ottice that the red capa working 
tor the Pannaylnni& Railroad in the PanM)'lva.ni& Tonainal, New 
York City, directed a letter to _you in llhich they adviaed the can­
cellation or war bonds through the pay roll oyatao. lihUe I aa 
tully .,...,.. that they were prompted in thil action aa a reault 
or the 1aapoo1tion ot a Yery rlcioua ayat• tor which the Pennayl­
vani& Railroad 1.a raeponsible and not our nation who is exerting 
every ortort to w1nn1ng a war ag•inst groupe that would perpetu­
ate ouch treatment. 

H•raooed on every aide by a PeMaylnnia Ceotapo1 these men 
in their frantic efforts t o bring about • relaxing or the pressure 
without the approvu or our International Union, oought this ap­
proach as a reprisal. 

1 u pleaeed to advise you l\Oifevor 1 that in a mooting with 
those 111n in Now York City on September 281 19421 we pointed out 
the dangeroue results or ouch u.n,..rranted action and prevailed 
with th ... to accept the respon=ib1llty that b oure u -'-rican 
cituene in thia great war and •ko tho naceuory aacriticu that 
are tantuou.nt t.o the w1nn1ng ot this war. To t hio they have a­
sreocl and I aaaure you that tho red cape in the PaMayl va.nie sta­
tion in particu.l&r, and the red cape throughout the nation will 
bend every etrart toward deteat.ing the Alde powero. 

ViST/l.klf 
uppwa 12.4 

Very truly :youre, 

(Signed) 1'1Ularcl S . Townaond 
International Proe1clont 

cc: Ur. F. D. Rooeevelt, President United ~tatee 
llr. 11. 1'1. Cl-nt, President Panne:ylvania Railroad 
llr. Earl Adams, President Panneylvani& Red Cap Local, UTSIIA 
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NOT '1'0 BE RE-'!'JW!SH11T!:p 

COPI.NO. / J 19 
p!Uf! SH I!OST S!XiR!if 
u.s. sg;!Wf 

optq. Ng. us 
ln!orut.lon received. up to 7 A.M., Uth Oct.obtrt !942. 

! . ~AVAL 

YesterdAy evening a beavil7 escorted en._, 1h1p probably a raider ~8 
tghtod and raperted by ~ Naval a.J..N:ra!t Bo.at or t.ht CHBRBOURC Ptninaul& . At one A.M. 

:-tl"·7 A foroo Of S Kunt. class deatroyer o end 8 110tor torpodo boe.ta interceptod the \ 

u'\":'fiY. 'Tite ratdor wao sunk and 2 enemy torvedo boa. ta wort loft oinking. Another 

force of our dd&troyora ongased 4 mineawoepera and aank one or t.he:m. A Ruscian s;ctrol 

VCGsel Wtll IW1k by air c r e.ft off NOVA Zl:UBLA on tho llt.h. 

l . ~!L!TARX 

!!AI>I.G..SCAR. C:u>eel OPT!!L Uo. )5) o.nd ouboUwt.e: Ow' troopo b!.""• . . 
·.-.ued t.ht w.NlA R!vor and cle&Hd a trench posh,lon 8 .Uoa north of IJlOOSit'RA . 01.!:" 

·.o;u1.l ti01 .. re lllcht. 

m!Hl!· Loe4l Ru.s:;ian aucceeeoa pined ln Stp\.Oaber 1n t.bo t.dHNCRAD 

~ south or LAX£ ~ and noa.r RZHEV ho-ve been la.rsely nulilll~ by C.t1114n counter 

u::taures . 1'ht Coi'M..na are IIID.ldng very slow progreu toward 'I'UAPSE. 

), AIR OPERAI!O!IS 

WBSTEIUI FRONT. 12th/13th . WISMAR - Abou~ 85 tono of bombs wore 

lroJpod on tho t.own a.nd t ho Oornier factory . Cloud, g·roW1d hazo and extreme dari:ncr.e 

~'ld& 1dcnt tftcaUon vory difficult, but a ltlrgo fi:"o wu1 at.artod by which the factor-• 

tuil41ngo CC' •. ' !'1.- seen . 

l)..h. Threo enemy &!J'Crlf~ were .-ho ~~n, O"Je probobl.y do.:;troyed 

,.,.: '\nOt.h•r ch: 'c<-d ovor Lbo Bray cf IJ'U , One ""'·"""Of 11 aiuir:~ . 

.tlbtr • u rrubably de.at.royed oft t..tt- .iHl..iU'IDS. 

l)th/.Ut.h . 288 b:'l"bot-:- rere aant. to 1.n1.. 9 an •lealnt;. P"~r; 

r ports lnllic.o.w a concentrat.ed. ,.rc r•tcces:.t\&1 att.J\,k. 

MEDirE!i'R'~~~- 1•. h, -::.'2th . tfolllngt.o::u c tt.ftckod '" e"'nvoy north or 

- ~ ~'~nd hlt ll doatroy ... t•, anot..~ ... r ,.J i" waft oocn t.o •t :-\: o.lt.hou~" h. ,oft no t. eew " 

n1t. 

~- 12th . u.s. :-.. rtreoae1;1 obt.alnot:l o probr,..bo. JL.t. nnd mtu•Y no'l:­

,. ~.,. on " hr(ll) tlhlp nt 'l'OSfti.TK. l' ~!'ttct h.it.t~ woro marlo on n t,.., in no&r CAPUZZO ar.r' 

"'fll .. !., ~t.-•ro dcet.r-oye..: ...: ~at.lny t.naelc:.a und I. pot.rol lorrios. Two cttCI'J 

J:.1otft. nn delt.royed and one d~god, .wao BlonbOia te r"lattin •• 

Jlo!lli• 12th/l)Ul. """"' 17 en- alr<:Aft OpproolChed tho lslend but. 

eaw.ed no aertoua duaao· 2 .. _... dest.royod. l)t.h. 107 Splt.tt..r. aortl13 wore flown 

~pln1t. 219 enM)' aorUes, bocbe fell rido or LUQA eerodr.o ancl cauaed. no dt.aago. 

19 aneary drcrett. wore ehot down1 7 protebly do:u.royod and 20 ~pd. Ono Spitfire 

Regraded Unclassified



' . 

THE UNDt.R S£CRC:TA RY O'THC: TRCASURY 

W AaHINOTON 

October 15, 1942 

r.EI.tORANDUL ON CABlNET l!EETI NG ,. 

The PTPnident snid there wnt~ nothtng new except 
tr·t ~>no~rently ther e ?II'S a l1t>t time in tht> Solomon 
I . J·ncie . 9ur forces wer e bei!'Jg pusheci t o the utcost . 
ne ene•ny lP mr.long every effort to l t'nd reinforce~ente< 
t1 dis lodf:'e our troop!' fro::~ tl'e Gu!!dPc~>nPl ~rel!. He 
!" ic' , l ,,:t>vt>r, th? t l'le h?d hPd no news of ~ny conl't'':'lence .• • 
. ix e .iedne~'Cl"Y . 

• r . ell es h?d nothing to r eport. 

I reported tl:~> t it l'eemed v e might ~et 1' conference 
reoor t on the ta.x bill by the end of t)1e •1eek ~na th., t 
po~tibly the two houses Wflnld net on it l..onctay or he~ony 
10 tr.::.t in ~> ll prob~bility the tt>x bil l wtJuld be on the 
t r~t iaent ' e derk rbout the middle or the end nf ner. t week . 
I cAlled t ib nt t ent i on to the fnct thPt we h~d aubui t tfd 
to itirn n rt::>terllen t ••hich should be isflued nt the ti:ne he 
tir;m• the bi.ll . He said yes , he had r eceivod it , but 
I· hi \ e he h:Jti intPnded to reRd it the night befnre , he 
cicn ' t ret .,round to it . He wo•l1d try to Tf"d it i.n tl1e 
next d"Y or two . I told hiCJ if tl.ere ,.,r ~ny furthe r 
in!~rmption he •pnted or If he wnnted I t rewritten in 
"'lY other fore , .,.., •·o· ... Jd u~ f l"a to do it . 

... r . <>timson diECU> sed the i.t>nrinrs bEe fore t!'e Coo­
~i t tee~ in Congress on the 18 - 19-yerr-old d!~ft . He 
P"id the situ~tion looked rir.ht good on tt~ Hill for 
>ettin~ eRr l y ~ction on thf bill . Tie yresident ?€(er 
oylnPs "nd ·.i::oll<>ce ~1l'rt tl.ey tbOU!'ht the o:iPn"tE' would 
do . They both agreed it probr>bly ~">Uld pass the Gurney 
bill ~nd then in confer ence ijwitch over to the House 
bi ll . I t ·~ ill be p mntt e r of pride in pPFting t~~ b ill 
introduced by the Sen::o tor in thE! !lrrt inrt·nce , out 
n eeing to wlmt Wf'S f::ene rrd ly wn.nted in confc~ence . 

!iii~'iiii Just ice Byrnes said the only <'uestion he h?a hePrC 
nbout the crnf ting of boys tJ! this ~re wac one . 
concerning co !lege st•1den ts . He r ~>lserl the "'leStlon 
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:H to whether college students : hould no t be C~ llowed to 
cont.inue thei r cour 11es . The Pre sident :<~nd ~ecretro- y 
.. ~imson bot h n.greed th!l t thn t could not be Clone becP•tfe 
we wou ld be ch~>rgeci with dis crimin~~tion - " boy who 
co•t ld affo rd to go to college would be exemot , where11s 
cl e boy who cou ldn 1 t I' fford it ~·ou ld be in che 2r:ly . 
I t li«S Rgre~d by Ill I that t hey ~>hou ld not be exe:.pt . 
-~f'~ue Perklne mised the question :ts t o ~hetl:er tt.t>re 
d ?· lld ~ot be l'ou. e orovis iC?n .in tt e Tl'f.~lll' tions exeootinp 
onn rent1ces . It wn~ rgreea tn!lC we £hould C'>ntinue l)'lT 
rrmr E'nticesh ip training , but t here shl)tt td be ~o11e crrr1r~ 
in che rules of the un ions . It didn ' c ra111<e :ouch senee 
to cowpe l a youngster to spend four yenr s l enrning ? 

. i.to le tr!'de wh en he cou ld pr obPb l y l e11 rn everything 
nbou t it in fliX months . 

The Precic ent t hen ~aid he •·:o·t ld 11<e fo r ::.ecrPt~riea 

->timson and Knox l'lnd r aul l..cllutt , hend " f the hrn!lo~·er 
~otlmission, to l ook into t hE' m!ltter of uFing collepe 
uildings !lnd p-:>Rf.ibly the older col l Pg" nrofePsors . 

'!he re p re .JUSt literr lly hundreds or c:udl coll:g~~> 
throurhout the country t h:> t hP.d ~~r t 1 bulldi n!ls thll t 
~.ou ld becor~e vncnnt when they st t~.rt to dr pft ~he I~ - 19 
'}en r old boys end in atead of buildinr new bui !ding£ to 
hl)use the youngater s , we mi ght very we 11 use t hef <' emoty 
col l ege bui l dings . 

.b.r . Fahy , for the Attorney Gene rr l, Cl iecnsreo tl e 
It:> lian si tlll't ion . He s?.id it \c~e hrvinr. ., ~·onaerful 
cfr ect, apoarent l y , in It!l ly :>nd thtt :-.e ~houyht Hitler 
hl'd even true en cognizance of i t bec~u~>e sh,rtly .,fter 
the Attor ney Genera l's 11nnounceoent Hl~ler ren t ~ne ~f 
1 is r epresentPtives oo~n to see Mussolini. t: r . ... elle t 
&aid the Greek ;m d Yugos l " V Minil'terr h~>u been 1n pbou t 
the ma tter , but nfter explaining it to t l em re thourh t 
they wer e p retty well Sflt i s fiP.d ~ ncl trr> t n,y mlf;h t 
even use it for nropAg~ndn 1n their countriel . He sn lo 
he dion ' t think there wPf' :o.nyth ing to worry ?bout fro.J 
t ti s center . 

Postmaster Genernl ~rlker told P story r~r..,rding 
tie Ger~an propagPnda machine's intr rorPt.,t i on of the 
b~nning of the Police Gaze~te f ro.l. ~he cr.il~ · Th~· s 
~ nnounced over the r nd io trat PreP1oent noo.eve lt P 

• • • 
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h:vin~ a lot. of troub le ~ith his police forces 
tnroughou t tne. country and it wae necessrr r fo r him 
to b~ n the Pollee Gaze t te from the mails . 

. The Pr esident th~ r11 ised t he "UeFti on llR to ~:hflt 
Ul'gh t be done ~11th '!lme and Life IA PFlflZines . WhP t they 
wer t> doing was no t 1n. the in t er e• t of tl' E' .,.., r effo rt. 
He thought tlta t the Tlme l et te r on India ~:11s 11oout t he 
~te nt thing tha t cou ld hnve hRpoened . He w~n ted !'O~•C ­
one to l ook into it , but i t w\s no t r•ti t e clPrr " " to 
••ho should do it . · 

Secre t ary Knox d iscusfled in a p;en" r~>l ~·p y ~he sub­
.J: rine si tua tion . He enid th:~t subtl' rin~e l:"V" :>r~c ­
ticn lly left our Atl :1.ntic CoP~t line , but trey were 
-:ui t e active south of Tr in idPd , r round tt.e C<> pe ;}()od 
Hor•e rnd up Pround Free town , Africn. He r~id ti.ere 
~·ere orob~>bly wore sub:.~Prines in tl:e At l?ntic n'lY 

L! .-n ever bef ore, but they ~ e r P Mt on '>Ur coPst . 
.:>ooeb'><iy 11sked hi m rb:>ut the t~ubm"ril"f• s'tUPti '>n on 
the P~ci f ic Coa11t. He ~~id he did n?t t bint it ~P I 
rerious PS he thought the J Pp"nese snbl,rrines ~·~r e 
Pn~"ped e lsewherP . 

~ecretnry Wick?rd discussed r•t !lo .. Je l ength the 
~>g r icultun> l l abor probl em , l·•hich rnnPr!'nt l y hnd been 
turned ov!'r to him to hrnd le for the tJonpo~;er Com:~lR­
Pion . There ~111.s quite n d i scuasion r£> to ~·hP t. rhould 
be o~>id fo r c!Py l abor when the l nbor for certnn ··r rta 
of rgricu lture r r e pflid on P piece bPsiu . In the . cr~• 
of cotton , t hey WPr € oeid so much,pE' r pouno_f?r OlC'In~ 
~nd they were think inll of p?yins .,3 P OI'Y ml~HlU!J • . 
I bel1ev .. t h is is t : e r:-te t! "t !'•H b!'en f!'t"oll!'tea for 
the iopor ted Mexican lnbor~rs . 

Secr e t Ary Jones gnve !O::te fi r.urer ~m c?nFU!!ler r~Lt£ . 
He s~·id t hey were cown euhst.,nt l'·l ly nnce lnst_J ul) 
Pnd the pr ogre ss made in this connPction 1o'f"> "Ul tP 
encour flgi ng . 

Sec r etary Per kins hPd noth ing . 

Gen!'rn l ~ leming had not hi ng . 

• • • 
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llr . Lendis t?lked Pt socae length :->bout t he 
vPrious cnmpaigns lnaugur pted by th~ Gover nment . He 
r eferred to t~e one j u£ t rnnounced reg•rdin~ t he s~ l e 
of n ll tires 1n excess of fi ve owned~· i ndividuR l c ~r 
ovmer s . He sr i d th"t thnt Cflmpr t gn :> ppe>ren t l y ~ms 
s t r r t ect in yester~ey mor ning ' s p~pers nnd hi~ or~?ni­
?.Ation lmows nothmg e bout it Pnd yPt they <"n> e>Ypected 
to exp l a in to t he popu l Rc e in ev• r y nrep ~h• t it me•n~ 
He ~·ou ld 1 i lce t o do IO 'lmething to h~ve it under ~tood · 
t h" t tht>se c!lmpai gns should be tA~oped out •··ee~~ bef ore 
they :> re !lnOOUOCed SO th~t Pll ?f .!> ito OE'oole , CO~· n t o 
the l A> t mPn , shou ld hnve tt.e nr intfd ~"~~ri~ l r-r.c te 
ed·tcPt ed on them . He thoul<ht tr er e ~·IH ~ rre~ t ct'P 1 
of C'lnfuRion c"used by P l Pck of nreo~ rPt.ion . 

• • • 

He C<'lled <'ttention to Qnot!'er situ?tio:1 ir. VJ>'fr 
~· liforniR . Two Uexicen to~ns h·ve ?rmblin~ o!Pces 
~'ln<> r ent ly right on the bor der •·llch :ore~ tl~re 'l f 
liMhts :ond whic h give rn indic~t i on ~"ny ai Jop ·t Ef~ 
• s to the loca tion 0f :>en Die~o . •·•J.Ich i~>n ' t !JP ny 
mi les to t he nor th Pnd flO impor t •·nt "'" T renter . HIO' 
wonder ed if something could not be done ,. ith the 
. ~r ~ic n.n Governtnent to get thoH to;:ns to b l ~>ck out 1' t 
11 i1ht . Secr et a.ry 'tt e l l e s S'id he> VIO'l l<i tok-? th~ mrtlPT 
uo ~ nd eee whP t cou ld be clone . 

J ustice By r nes hrd noth•nR to rPpor t . 

The President Rl~2d Vice ~re1 l~rnL .rl l •ce •·t:t 
he thought !lB to bow Poon ~·e t~l.fh t ge t ~ tJ"nDO"'H b1 ll 
t hr ough the Congr es-s . He t<rid .. e h~r t· l'en to A: · 
Hn l • ey , secretPr y of thP ~Fn·te , ~~o t~~· ;r." l: •li! t 
be possible to ~~t it out. tt.r l~Ft u· rt .?f_~rx~ ~e:v, · . 
JuPt ice Byrnes d i e' no t i.htnl< tr erc .. ::>·lo b- "": tr •'·~ · "' 
in the Senl' te . H~ thought th"'re 'lh·!:t be '"'·~ tro·t~ .e 
in the H'lul'e bec>tuse l) f tt.e lrck of t>uoru.~~ . :t~ unocr­
Ftnnds th 11 t me.ny of the Conrr ~Fsmen t~vt- ., l T"" oy nr E 

home to crmp<>.ign fo r e l ection 11nd .rven !'O•:•E' )f_ t~ ~ .,;~ - , 
11 to r a - r e j1'etting r <' tller nerv·ms Pt>'lUt lh lf , ,, r ,lC\1. rl y 
t ho sP who Pre uu for r ee l ection . 

The President then bvou~ht un two 1ther cPt t Pr r ; 
one the nuestion of bAvinR the or~fnic ~rt for ruer ~o 
Rico "mended r t this titue . HE' r•n io tte-rr ''"~' ~ • :~; t 
movemf'n t on foot down tl'ere to I:'E' t 1 t cl Pnceo • o ... 
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t!le oeoole of Puer to Rico could e lect tht>i r own 
:;ovPrnor . The Pr esident r ::> ir;ed t he ' 'test ion "s to 
wre t her we shou ld oo 1 t rtu r ing WPr -time . Secretrr y 
·~e ll es snid he was not f nm1li11 r wl th t l>e locP. l ~itun­
tion in Puer to Rico but he t hoUf'h t th:> t. i t ••onld h11 ve 
P tremendous effec t thrcughout the world if we werf 
to a l l ow Puer to Rico t hnt privi l ege Pt this tine . 

The ot her matter brought up by the Pre~ident 
wns the indiscriminate cutting in our nr i vpte f or ef tR , 
t!e tw id t her e wAs a treoendous ciestruct i?n ? f younr 
gr owth going on becauFe of CPre l essneRr of pfop le N lO 

ooer~te saw mills . He wonderPr if ~E'c rft~ry Nicv~rd 
r.ou ldn ' t tr~e some Pction on t he mntter rr-ci rub~;t to 
him ror.e oroposal to control t! i s : ituf'tion . ~ecre­
tnry ~ick~rd sa id he trd ~lrt>~oy ~ivt>n P ~rr~t ~e•l 
:l{ thought to it ?n<i would sub:~it f'luethng to ~i !l 
~i thin the next few dayb . 

I 

• . . 
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NR. BELL ---· 

Ur . Sul l ivan has 
nothing for O~binet. 

Ur. Paul suggests that 
you ask the President 
about the mes sage th~t 
went over re the Joint 
Comoittee obtaining in­
fo rmat ion; if there is 
~ny oore work he wants 
the Treasury to do on it. 
He thinks the conference 
co.3:>1ttee will probably 
end this week, maybe 
touorrow. Copy of message 
is n t t~tched . 

J r. Baker will send in 
t sheet and clippings 
o' clock . 

Arrangements have been 
~rude for Secret Service 
e sco J:L~Jlr.QllltiJJlle tun n e 1 . 

u....-.,. 

1--- ----.19-

.... ____ _ 
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Ootober 12, 1~2 

l(r lear lfl'. Pl'"1dct: 

In aooordana. with 011' ooareraat1on 

7"hrdq I aa tnoloa1JIC a d.ratt of a 

atat .. nt on aect1on 612 of t~ Rennue 

ict of 1942 11h1oh rou M1 whh to han 

before rou &en the iot h ficned, The 

dratt atat11 the Pl'"ldential interpre­

tation at the aeotion 10 that it doea 

not Ylolate t~ oonat1tutlonal principle 

of ~ 1JIIlependenoe of the lxeoutin, 

Slnoenl7 roure, 

!he Prea1dct, 

The White HOWle. 
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-s''-• 1.-s.-w.a;, - 111,..,., 4elay be tvrahw. Dou~t• 

elloul• h ,_1 'I'M 1a ,. . .... ot \lie c:.a....... Daly 1e " '"' •1 

- , ... , .... ,......, ot \lie Cion_, bee\ ,..,on \ hel r «na ... 

11r ·~ ot -soa Sl2 1a III'MJ•t .. oa tao ln&ol'­
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October 15, 1942 

Let me thanlc 7011 tor )'Our "'1'7 ldnd letter 

ot October loth, 

It .., sort ot a forlorn fi&ht .rr .. tho 

bo8i=1Jl8 but I folt that 1 t ou&ht to be .. de . 

I a till think I waa right about 1 t and I .terventl7 

hope that the amendment m&7 oi ther be eliminated 

or so modified in conference aa not to be hamful, 

'Ill th neey good wiah, I am 

Honorable lleney llorgenthau, Jr. 

Secntary of the treaaury 

Waebington, D, C. 

CordiaU,. yours, 

~ 
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TO 

TREASURY DEPARTMENT 213 

INTER O FFIC I£ COiolloiUNICATION 

DATI. October 1 'j, 1942 

Secretary Morgenthau 

Mr . Whl te j/-PJy 

There la attached a list of memoranda and reports 

prepared in the Di vision of J.'onetary •!eaearch during 

Jul1, August and September, 1942. 

• •• 
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·~.orandu Prepared in the Division of ~onotary Hesearch 
dur ing July , Au<JUst and September, 1942. 

1 <·ellminary Report on the F'inancla1 Admlnis traLlon of 
Occ • led Terri tory • 

. t~.>ort on CIUlada ' s Lollar ?osi t1on as of 1>ept .. ::ober 1942 . 

..ft'aft :;otes of t: .K . and Austrt<lia on TOI'C18 or neclprccal 
•. td . 

l.eports on i:.J<penditure Rat1onin3 . 

Vari ous memoranda ••1th regnrd to request or the kov1116 
~icture In~ctry for r e l e ase of 1Ls Funds blocked 1n U.K. 
and Aus t ralia. 

2H 

l'eroorandum on : Proposal to r~stricL wn._c increases at this 
time by r.xecu ti ve Order . 

Vurlous memor o.nda with re~~rd to atntua of Stabilizati on Lobn 
to Chl "" . 

:::wnrr~> l':t ot Stab1liz ntion Fund ' a ~;.old tr .. nauc ticns wit!. fore1191 
countries llnd e.r.s . during montn of JUno . 

Lending Sllvor to Forei gn Governcent for Coina&e and nlll' 
Purposes . 

Su0t,eated procedure for lnternbtlonal consulta.tion on a 
Stabili~atlon FUnd and n Ba~k for tie United and As sociated 
nntlone . 

Dollar tlel1 ef on Briti sh Contracts (with clratt le tters to 
Sir Kingsle y Wood) . 

Sallent data on Bolivia . 

Prot•oaed Me xican Tax on Silver E:xpor ta • 

• •• 
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A Nftw ProGr5m f o r Inflation Control and Gove rnment Borrowing . 

The W. P . B. Sl.lver Import Order . 

2 . 50 Denominati on Notes . 

Stlitus of Present Gold Purc l1ase J\;!l'eement wl tb Russia . 

'n'u~;sury Pr oposal to Establish a ,.uar terl y Inte r - American 
Pulle tin . 

t roc1ran for control of u.s . curre."'ey b i lls in l'eT.leo . 

Japan< ae f i nancial measures i n occupie d areas ou t s id e Chinn . 

• ro!,)os u l t ha t Troasury a ld to its secu r l t y offerl n.:;s" special 
llond wi tl.out interest . 

Co.•1:nent s on clipping "Oolbr f'alls ln F.cuudor" . 

O!f l c lal British stat.ments on intemllt!onal fl nanclal 
c r..,m izut i on afttn' Armistice . 

19ql-42 profits of U.S . corporations . 

v .. l uo of u.s. dollar cw•rency billa in l:.uro pe and Nor th 
illrica lilld Latin r.merica . 

tlrlti ah sal e or dollar securities s ince 1940 . 

Ar0ent1na supplies to the Axla throu..;h neutral ;uropean 
rat~le t a. 

!lemorandum for the President : Y•hat happened to silver Cor 
use of domes tic silversmiths 1n this country . 

:;eed Cor Savin.;s 1n u.s . Arc ed Forces . 

Should Amer 1cQil troops be allowed to purchase Bri t1sh Sav­
in0a Securities? 

Progreas Report o f the Can nd1en- U. S . Jo!nt 17ar Production 
Committee . 

• •• 
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Description of Census of American-owned property in forei,;n 
countries. 

Al,!endu for mee ting of September 4 th in the Secre t ary 's 
office , re: Problems dur ing th e lnit~lll period of occupation . 

nepor t by 11r. Tay lor on the Stab1liu.t1on Board of China, 
Hon~ Kong Branch . 

Proposed Reduction in Import Duty on Beer . 

Lord Keynes• Pl&n for Post- War V.onetary Control . 

Conditions in Hong Kon&• 

A,enda for meeting in the Secretary 1 a office on Septe:ober 15 
with regard to Canada. 

Qconomic Condi t i ons 1n China. 

Exporte o f Petroleum and Scrap Iron to Japan , 

Various memoranda on V/ar Financing . 

Proponod all.le of Gold to Cubn for U. S . Currency in Hnbnna. 

I nvoatment by Go vernmen t of China of $200 million in u . s . 
1'reo.sury obli.,at~ons . 

Su&sested f iscal proc;ram for the next five ye•rs . 

Individual Saving in 1~1 and 19~2 . 

Chile' a current foreign exchange poa1 t1 on . 

J11panese liar Savings . 

Anti - Mexican attitude oC customs official at Calexico. 

Provialon of Silver t o Meet tho Indue trial Ik eda of Friendly 
Countries . 

Li st of r.toxican securities for registrlltlon l•urposes. 

Common ts on memo "Tax Program f or Averting l nflat1<l'l" · 

u.s. Domuatlc Expor ts of Petroleum and Production . 

• •• 

Regraded Unclassified
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Cooperation of The Chemical Bank with the German Government. 

Pr i oritiee on gold-mining e quipment for Peru. 

1he Propoeal to tax idle bank depooita. 

Peruvian Proposal for a Silver-Purchaee Agreement . 

Financial Arrangements with the Swiee. 

Progreoaive Compulsory Saving and Control of Inflation. 

Waldr op' a ar t i cle in the Times-Herald on Silver and 
Inflation. 

Deposit Restrictions in the Present Bank i ng System. 

Weetlnga of representatives of the British and various 
r ef ugee governments 1o London concerning post-war currency 
and related problems . 

Composition and functions of the Financial Section of the 
U.S . Embaoay in London. 

Post-war discuss ions in England. 

Genoral considerations and cr1tioiams concer ning the U.S. 
S~v 1ngs Movement . 

Double Taxation, U. S. and U.K. 

f.n!"lual interest charge on the B1•1tish !latlon.U Debt at 
present compar ed w1 th hi&Jlest co.,paralJle fl.;ure durin! or 
after the l ast war . 

~orrowin& ra t es or Belll,;erant lletl ona for purpose of 
f'1nanc1n.! War Expend! tures . 

t:e.;otlatlons i n London on the transfer of le.;acles fro:n the 
Uni ted Kin~dom t o American beneficiaries . 

Recent Developmen t s i n Br azil . 

J,:ex i oan Public Finance . 

Poss i bl e Purchuse of Bank of ~!exico Stock . 

Current Economic Situation in v.exico. 

Regraded Unclassified
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Pr oposal to Abolish Exchang e Control in Chile. 

Prot>rwns and Treatment of Paraguayan Visitors . 

Dollar currency control in Costa Rica . 

General training progrBm for Latin American Economists . 

Recent Developments in Honduras . 

Argen ti ra' s foreign exchange position and gold purchases . 

Cuban Banking Bill as Submitted to Congress . 

Statue of &.lexice.n Trade Agreement llegot1at 1ona. 

D1acred1t of U. S . Gover.-nt in Honduras . 

I nsurance Rates on Latin American Trade. 

2d1 torial Comments on Cuban Central Bank Pro ject . 

Japanese ~xperience with Invasion Currencie s . 

Recent Chanues in China ' s Financial Syst~ . 

India. 

Producti o n in India • 

Ch i na Ac ts to ~im1nste Foreign Contro l s . 

Purchasing Power Parity Rates of Chines e vuan. 

S tabilization Board and Cen tral B..-.k Applicat i on . 

Current Trade Between Japan and Germany. 

Preliminary s~gestlon on Proposal of Special Ra tes of 
Chinoae Yua n for Special Purposes . 

Chinese l::xchan.,..., Rate Problem. 

Latest Developments Ree ardlng Chinese Mkritime Customs. 

Puppet Chinese and Foreign Funds Control . 

218 

• 

.. . .. 
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Summary of "China ' s Turk1atan-S1ber1an Supply Road" . 

R~cent Financial and Monetary Developments i n Free China . 

Compar ison of data on short-term foreign funds in the United 
Stat es reported on the revieed capital movement forms with 
th~t reported on the old B-ls. 

V/ar Production and Civilian Employment. 

Government F inanced War Industrial Facilities . 

Progreaaive Compulsory Sav1J16 and Control of Inflation . 

Studies of Income D1str1bu t1on in the United States . 

A Fiscal Polley for the \'lar Years . 

Various Wemoranda on conversa tions with represent~t1ves of 
Latin Aolerl can countr 1e s w1 th regard to currency problems . 

Firat Report of Argentine Comm1 ttee. 

Initiation of a progran to effectuate Resolu t ion III of the 
Vlaahington Conference . 

Suggestion that currency bills of :)500 und over be cal led in 
and kept out of circul ation . 

Transfer of Silver from Treasury to Defen se Plant . 

U. s . Commercial Company plann1"<! a Purchase Prosram 1.'1 Iran . 

5rit1sh plan to eliminate "old" or "free" sterlL'lb oarket here . 

~eating with Silver Pr oducers, Auouet 14 , l9h2 . 

Equ itable rate of exchan.,e to be used in cle..rinB err an:,;ement 
•ith Hungarian Government. 

Salvadoran ell ver imports . 

Stabilization Fund ' s gold transac tions. 

Estima ted industrial consumption of silver 1n 1941 and 191.!2. 

I nquiry from State Department on South African Oo1d. 

~· .. 

Regraded Unclassified
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Dollar Position of the Dutch West I'ldles , 

The a d vantages and disadvantages of using CW'rency as the 
llcense to purchase under a sys te"' of expenditure rationing . 

Solving some specific rationing problems through the 
mechanism of expendi ture rationing , 

Lend- Lease Exports to South Atrico.. 

~end-Lease and South Africa. 

Br l tish estimates of their dollar deficit . 

!lri ti sh dollar receipts from American troops abroad. 

Recent develop=ents 1n dollar relief to Britain , 

Tr5ns rer of !lew Jersey Powder Company contr&ct. 

Repor t s by Mr . !=asaday on British :1ar Sa vines C8mpalgn. 

British Po~ t - 'Nar rtecons true tion , 

Canadian 8ud$et Pro11osals for 1942-4~ . 

Conada• s U. S . Dollar Position and Prospects , 

Summory or reco~~endstions oade by tho American Technical 
!'i ss! on to India . 

Developments i n India endanger UnHed !lations 1 oar St'fort . 

:::xplanatlon of increased shipment of U. S . d ollars to the 
Domin iclin Rep11bllc an:J Hal ti . 

Discount on U. S . dollars in Ch1leL~ currency mkrket . 

Explanation of increased shipmont or !;. s . dollars to the 
Dominican Republic and Haiti . 

Comments by o. s . Embassy in Buonoe Air~ a on ~sy 12 , 1942 
memoranda by Treasury Deportment on Forei~ Funds Cont r ol 
by Argenti na • 

• 
• 

.. .. 

Regraded Unclassified
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Programs and Treatment of Paraguayan Visitors. 

Comparison of the proposals for an International Clearing 
Union, and a U. S . St.ab111zatlon Fund and a Bank for 
Recona true tion ,and Devel opment of the On i ted and Assocla ted 
!lati ons . 

Ability of Centra l Bank of Argentina to accumulate foreign 
curreno.iea anc:l exchange , and depoait a in foreign currency 
held by Argentine banks. 

Chilean Economic and Pol itical Conditions . 

The Aua tralian War Progr&lllllle . 

Canadian Income Tax 1n 1942 for Salary and Wa.ge Earners. 

Pales tine P1nances and the War. 

Lend- Leasing Treasury Silver t o Foreign Governmen ts. 

Payment of wage increases 1n War Bonds . 

Nazi F.>tplo1ta tion of Europe. 

Clothing coupon banking system in Englnnd . 

Some points i n Br i tish Ministry of Economic 'Yiarfare memo­
randum of July 8, 1942, on French banks . 

Possible compromise procedure for international consultation 
on Stabilization Fund and Bank . 

Equi pment needs of the Peruvian gold min1n~ industry . 

Liberian Currency Problem. 

Mone tary and Piacal Prouams Recommended by Thirty- Five 
Members of the Economists• National Committee on Monetary 
Policy . 

Change in member bank reserve position and Federal Reserve 
Bank hold1n~a of u. s . obli~ations from November 5, 1941 to 
August 5, 1942 . 
Lowerin~ Rese rve Requirements for Central Reserve City Banks . 

Recent Increase in the Volumo of Treasury Billa and their 
Effects on the Bill rate~ 

• •• 

Regraded Unclassified
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su.sou tions for lessening t he threat of lnfla t i on through 
increased bond sales and other means. 

Not es on Fr ench llorth Africa . 

Alcohol Impor ts. 

Vorlous memoranda w1 th regard to Pr oposl!.l f or a Un1 ted !lation s 
Stabilization Fund and Bank . 

:.•ergency .te l ler f or L1beruted Areas . 

Economic problems of a lo~ and 1ndetel'll1nate war. 

Cr.l'OnoloiJ1 of monetary stll'l clards before 1929. 

Jraf t report on Connd!an- United States r elations in t he 
pos t.-wor period, prepared by the Joint Economic Co.,..ittees , 

Bi bliography on reparation s , 1918-1939 . 

Economic concll t lons in Crest Bri ta1n during June . 

Coal ra t1 on1~ 1n Gr eat Bri t a1n . 

The Sav lngs P••og ram in Or e at 13r1 taln during June . 

'.Vages , !'rices, and Manpower i n Oreal Bri tain . 

Ho•• ex;>endilures of the United Kin.;clcm 1:ere financ ed in the 
r;uar ters ended June ;o, 19].2 and 1941 . 

Distribution of !lational Income and t he Income Tax 1n Great 
P.ritaln, 1938- ;9, 1941-h2 . 

r:ew Zeoland Budget - il&sults of 191<1-42 and <;atlll6.tes ror 
1942-4; . 

Auetral ian Budge t Speech . 

Poa t -wa r currency pr o blems in ~uropean countries occupied by 
the enemy. 

Ra tions and Supplies in the Un ited Kin(ldom. 

Pay increase f or Bri tish Armed Forces . 

Regraded Unclassified
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Disposal or Imports of u. S . currency . 

SU,3de&t1ons for improv ing the use ol' censorship intercept s in 
Treasury with emphasis on Foreign Funds Control . 

A su~1:1ested program f or e.cquirin:s Swiaa francs at pt..z•, and in 
sufficient volume , against blocko<l dollars . 

Un1 ted States assets and liabilities of blocked countries . 

lle,Jorts of Foroic;n Funds Cont rol Ovtra tlons • 

.• ec.l Uane es to France Dur ln.., the Per! od l•!>r' 1- Jul; , 1942 . 

:'crei£n Funds Applice. t:o:1s Filed in ~uerto .<leo f roc l<a) 24 
to ;.u_us t 1 , 19L.2. 

- tate Deparbnen t proposal to e ~ tend c;,enerally- licensed 
stat us t o bl ockea "' t ions in L10t in America . 

Dumping Cases Completed: 

No ol kOus from Fr~~ce . 

Footwelir , in chief val ue of loo th~r , from Canada. 

Ve3e table e x trae t ( Nubel! ) from En!>land . 

Cur rent Re~cr ta i n a dd! t1on to tne above: 

Ten- day re port on Exports to Auss1a , Free Ch lna, Burma and 
other blocked countries, as re ortert to tne Trewsury . 

. ;eelcl> report on trsnsactlona 1n dcr~estlc stocks (compiled 
trom S .E .C. figures) . 

!lonthly Tabl e : " J nlances ~>nd .:;Rrillark<od Cold Hold for 
ForeiC>n Account . 11 

Monthly Table : t II 
"Ne t Capi t al and Cold !.lovemcn s · 

Matel' ial tor mon thl y Treasury Bnllo tin · 

Dally Re pol' t on Foreign Exehal'\..e Ra tea, Gold and Sllv er . 

Regraded Unclassified
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oeokly Balance Sheet of the Stabilization Fund. 

~onthly ke port on Status of the Stabil ization and Gold 
Agreomonto . 

224 

Monthly Report on Summary of the Gold TrMsac tions (an 
ano.lysle or earmarked Gold , and Gold Stock of tho Unl t ed 
States ) . 

l'onthly Re port on Expenses and Farmln.;a of the Stabilization 
r-und . 

~uo.r terly Balance Sh eet of the Stabllizuti on Fund, with 
sup~ortin~ schedules • 

• Yeekly report: v;eekly Review ot the &Ioney llarkct 

~on01ly report: ~onthly Review of ~oney 1n Circulation. 

Correspondence: 

221 letters replied to . 

I n ed<li tion to the above , mliterlal fall!nll into Ule follo•Ning 
c Ot6JOt'ies is also pre pared: 

l. 

2 . 

A large number of tables on various subjects . 

Reports .on conferences in which U>is Division 
participates . 

Pa r tlclpation in preperation of some of the 
statements and s peeches by the Secr e tarj· • ..... 

Regraded Unclassified



TO 

BubJ•ott 

T"EASURY DEPARTMENT 

INTalt OPP1CK COMNUNICATlON 

leoretar.r Mor .. atbau 

Ill' , BotlUil 

U, I . AN• Prodla.oUon 1n loptoabor. 

225 

1 . In ll11 Jui&&J'7 6, 19•2 ... ._. to Ooqreu, Pru14ent 
Roo .. nU renall4 tbat ho ba4 ol'4ore4 tho rl'04uoUon or 
&o,OOO a1rploao•, 1n•lu41~5,000 o•btlt ~ u .. , 4ur1.fts tbo 
Jl&r 1,..2. B7 tho oa4 of .-.r, tbl 1 •2 fttpat of ._r1-
0ioll a1roraft -to4 to :J!, 5 u4 onl7 l ,871 or tbuo wore 
ooabat pluu. fllo W.P.a. pre41eh tblt tbo pr04uot1on tor 
tbo oaUro roar wUl bo trea '7 ,000 to '9 ,000 plen .. or all 
trpol. 

2. At a reoont preoo oont1renoo, tbl Pree14eat ea14 tblt 
in ll11 Jaaui"J' ....... to OofiCI'O•• be ba4 1a a1114 a pl'04uot1on 
mt or 6o1~ pl ... , per roar bJ Doo•bor, rather then a 19'2 
output or ~M~,OOO plaaoe. ftat14 1a aontblJ hNe, tbh soal 
woul4 bo 5,000 plano1, 1aola41as 3,750 ooabat plano• por 
aontb. Dul'1ftC leP'oabor ,,228 plaaoe, 1aolu41ns 2,}47 oo•bat 
p1811 .. , wore uoopto4 at Aaol'ioaa planh b7 repreuntau .... 
or pi'OOViac .,..aloe. Wbllo •- or tbo aooeptl4 plan11 are 
not rea4J tor 4ol1Yoi"J', tho aoooptanoe t1pre h a to1r approx1-
aat1on or pra4uot1Yo output. 

:J. lopt•bor aoooptan011 or ,,228 plan .. at u.a. pllllto 
exool4o4 tho .bcl&lt total of ,,212 bJ 1111 than 0111 porooat. 
Blat 1a tona ot 4ollar Yaluo tho 180reuo O'for Aqvot wae about 
10 poreo11t , retloot1as ob1otlr tbe l"'"r proporhon or ,.,, 
aa4 four-aotor boabor• pro4uol4 111 opt•bor. 

• . hr111c ..,,.bor 2,:J51 , .... (1,253 •• u .... 1,098 
Usbt) wore pre4uoo4 1a tho ti11Uocl 1tat11, 10 poreont 1101'1 
thin 1a A:rot. hr111s tho f1l'ot 111111 110atbo or 1,.2, tbe 
tank outp~ t*llo4 1•,256, loll than oao- tll11'4 or tbo 19•2 
soal or ~.ooo •tato4 bJ tbo ih'ol14oat •• JaauarJ 6. It tbo 
Pre114oat .. aat tiM pN .. oUn at till alt. or •5,000 per J•ar, 
or~, 750 ••r aoatb, U w1ll4 appoar tbarii aro at l1aot wUil1n 
11 t or tho o~JooUYo , fbo w,p,a. toreouto an output or 
~ . 7 tanll:o 111 Ooto'bor. 
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Tabl! I 
2?t) 

u. a. 1Ul1tar;r Plane Pro4uot1on • 

( 
1 9 ~ 2 Cu.ulat1Ye Total 

ollW: 811•t Oephlbtr 
January 1 thro;:(h 
8epte1ber 30.12 2 

boaber• 213 23~ 263 1,632 

and 1ecllua bo•bert 838 916 1, 053 6,535 • . . 
phntt 1,008 895 912 7,676 

ooliba' planet -ll! ~ 119 ~8 

Total cot bat 2,193 2,208 2,347 16,871 

1,298 1,545 1,497 12,185 

11.11tary t;rp!l _21 __!±S2 _m J.S09 

Orand Total 4,0~ ~. 212 4,228 32,865 

In ter.t ot aooeptanoee - planee accepted at a••••bl;r plante b7 
~preaantat1••• ot proour1ng agenc1et. Accepted planet •AT lack 
propellert or othtr ooaponente noraall7 lnttallecl at plante. 

(War Production Board, Otatlet1ce D1Yle1on) 

Regraded Unclassified
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flblt II 

u. a. X1l1tal')' fank Pro4uot1on 

1 9 ~ 2 Cu.ulat1•• total 

lllW: Mn•t l!ptwbtr 
Janusr:r 1 tlr~b 
Stpttaber JQ , •2 

·~ . 
lloc!.1ua 1,115 1,125 1 ,253 7.576 
L1gbt ~4{! LQQl. Ui! 6 . 680 

fota.l 2,061 2 ,132 2,351 14,256 

( War Pro4uot1on Boar4, ltat1tt1oo D1•111on) 

Regraded Unclassified
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table 111 

u ••• Produouon ot Leading Or4nuoe an4 
8aall Arae I'•••· 

( 

1 9 4 2 Cu.lll.aU .,., 'l'otal 

iliU '"«"'' ltptt!btr 
.ranvaJT 1 tnrouC 
"Ptpbtr ]0.12 2 

90 .... ant1-a1roratt gun• 292 368 383 1, 770 

t1e14 sun• 76 38 38 614 .. . --· howl tun 470 172 189 2,901 

Selt-prope11e4 105 aa. 
bowUzere 152 290 179 1,070 

&elt-propelled 75 .... sun• 105 0 1 SlO 

Aray aaoh1nl SUftll 
4,537 9,248 34.762 50 oal1ber 5.,27 

30 oal1ber 12,132 27, 75 26,322 131,479 

Sub-aa oh1 ne sun I 41,060 44,145 57.210 457,889 

Garand r1tlee 66,JOO 66,480 74,720 508,011 

(War Pro4uot1on Board, 8tet1et1oe D1T1e1on) 

Regraded Unclassified



TO 

TREASURY DEPARTMENT 

INTElt OFFICE COMMUN ICA TION 

8eoret ar 7 Mo~entbau 

Mr. Botl1ob 

SubJect: lbipaent or Plante to Britieb roroee 

1 . During t he week end1nc October 6, 
19~2. 125 pl anee (78 oo.bat planee, 47 
trainere) were eent froa t be Uni ted l tat ea 
to Brithb foro ... 

2. liztJ-One plane• were eent t o t be 
United lingdoa, an4 47 went to t be lf1d4le 
Kaet . ror tbe t1ret t1 .. 1n ten ••eke, no 
pl anee were eent to Br1tieb ror oee in I ndia. 

229 
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fable .l - lh1paeot1 br Area 

Light an4 ae&i u. 'boa'bera 
Hea•1 'boa'bara 
Naval patrol 'boabere 
PurauU 
Anar Cooperation 
'fra1nere 

Total to ' h• Un1te4 lingdoa 

L1~ht ~nd .. d1ua boabere 
Heur DOabere 
NaYal patrol bo~ere 
Purau1t 
~7 Cooptratioo 
'fraloert 

Total t o tba Jl1ddle kat 

L1gbt and aa4iu boa'bara 
Hea•r boabare 
WaYa patrol 'boa'bere 
Pureuit 
'fra1ntre 

Total to Canadian Forote 

. -
roroee 

L1~ht and atd1ua boa'bere 
He&Y7 boabare 
NaYal patro 'boabtrl 
Purau1t 
Ara7 Cooperation 
Train are 

Gran4 Total 

••• Total lbipPtd 
1114irt 1D 19112 

Oot·'· 112 t o dat e 

a 
0 
1~ 

0 
_]z 

2 
0 
0 
0 
~ 

61 

~7 

17 

71 
1 

23 
30 

-2Si 

0 1115 
0 0 
0 200 

_Q _.lZ 

791 

0 357 

0 
0 

--2 
0 

0 

125 

257 

6 

11,812 

2Jl) 

Total lbipped 
111lOt 

Jy. 1 . 1941 

2116 
1 

~~ 
1.900 

• • • 

6 
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fable B - lhlPMIIh 'bf fJ])ea 231 

... k fotal lhl~ fotal ltllppa4 DIU, 1a 1"2 a1aoe Oot.6J!g So tate Jy. 1. 1!,1 

Boeln« Boeton III 0 15 39 Brewater Be~u4a 1 

~' 5~~ DOU«1aa Boaton I,II,II I 7 
x.ookhee4 Ru4aon 2 553 1,523 A29A (A~l51) 0 1 1 Ventura I 0 ,u ,u Yentura Boabor 1 
Martin Marau4er 8-26A 0 

2~~ ,~J BalUaoro 0 
Jlar71an4 0 0 150 

Jortb .._r1oan B-25 0 111 111 
Jortbrop Yenreaaoo 0 1.2 1112 
Vo~bt-81korakJ Cbeaapeake 0 0 50 Vu1 •• Yanreanaa 0 ~ ~ 

Boe1nf B-17 0 42 62 
Coneo 14ata4 Liberator 1 105 194 

10 106 2~} 

Bell A1raoobra 0 )15 469 
Brewater Buffalo 0 0 168 
Curt1ee 11tt7baek 1. 442 1, 264 

foaabawk 0 0 
5r Gruaaan Mart1ett II 0 

1fi Martlet\ IV 26 1 1 
Lookhee4 L1rbtn1nc 0 3 3 
Jortb .. er1oan IUatanc 16 565 645 

ra1rob11a 24 ~9 0 11~ 1)~ 
P1toa1ra Autac1ro 0 
Voufbt-11korak7 0120 0 !~ !l Vu1 •• Bt1naon 049 0 

Oeeena Oraaa J-• (Af-17) 8 az 1U -50 
lla1rob114 H-2& Ooraoll 15 _ill dll Jortb ... rloaa BarYar4 II )2 ...:.m ., .. ~ '17•27 ~ 

total 125 4,812 9,724 

Regraded Unclassified



Tabl e C - Plane Sb1p•ente to tbe 8r1t1•h b7 Week• 

L1@bt aJI4 laYal A.rtq •••k ...s.- Baa 'I')' patJ'01 Coopera-
.I!!U! boabtn bftb!rt botbtl'l """'' tlon Tralntre 

... kl7 ···~ ot th1~h 1A 
19U )5 2 ) 27 1 29 

... )tl, •••ntr• ot 
ab1paentt 1n t1rwt 

)6 ~ 1 14 6 aontha of 1942 55 ) 

.JI&lJ 7. 1942 77 17 0 1] 0 )0 
.JI&lJ 14. 1942 

'~ 
11 ) 24 0 1 

.JI&lJ 21, 19.2 • ) 0 2 • .JI&lJ 28 1942 )9 0 2 0 6 ~ 
Au&uet 4, 19•2 32 0 • 27 ,. • .wpet 11, 1942 ~ 9 6 70 • 19 .t.upet 111, 19•2 ) 7 20 0 11 
Au&u•t 25. 1942 25 0 11 26 0 26 lepteabtr 1, 19•2 5l 0 8 S1 17 211 lepteaber S, 1942 0 

1' 11 0 6 
lepteabtr 15 , 1942 57 0 1)9 6 " lepteabtr 22, 19•2 58 2 2 )6 20 

162 lepteaber 29 19•2 ~ 1 2 _4 0 
Ootober 6, 19•2 __]._ _J.2 ---2..... -.!I 

total lh1PM~nh 
e1aoe .Jan. 1 ,19•1 
to 4ate. 11 ),)20 251> 243 ),302 211 2,)92 

V !otal 1ftel.u4., plane• eb1ppe4 1ft 19•2 pr1or to llarcb 17 wb1ob are not 1nclu4e4 1n tbe weekl7 
totale up to tbat date. 

... 
• -

.!W.1 

97 1 

117 

141 
IJl ., 

1U 
171 
101 •• 167 
61 

242 
153 
l.S 

-lZS 

9.72• 

N 
w 
N 

Regraded Unclassified
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COPY NO , /;3 

Information received up to 7 A.li ., 15t h October, 1942, 

Durinc three attacks by E-boata on o Coastal convoy oft 

CROMER on l3tbll4th one of H.M. Des t royers cla ims to have sunk one E­

bont and damnged two others . One ' of H,&l. Canadian armed yachts was 

torpedoed yesterday in the CABOT STRAIT , NEWFOUNDLAND. 18 ships were 

r • ported attacked by submnrinea. All except one belated report, be­

tween 6th and 13th October . One Br itish ship wao torpedoed 1n convoy 

in the Northwestern approaches, one 1n convoy in tbe CABOT STRAIT .,.•. 

and another 1n the mouth or the ST. LA'IIRBNCE, one U.S. ohip 1n the 

~est Atlantic, a British and Brazilian shlp in the GUIANA area, 2 

British ships 1n the FREE'romi area, one Belaian, one u.s. and 3 Br iti'll 

ships in the CAPETOWN area, a Br i t ish ship in the BAY OF BZNGAL and 

another 1n the INDIAN OCEAN. Two l ar ge British l i ner s were torpedoed 

in the South Atlantic and a third, which made a submarine distress 

signal, i s miss ing . 

2 . NlLITAJlX 

KADAGASCAfi. 13th. Our troops captured part of a pre­

pared position four mil es nor th of AllBOSITRA. 

J . oUILQPW~ 

WESTERN FRO!f1 . 13th/14th, ICIEL. 500 tons or bombs 

wor e dropped 1n cood weather, .visibility good but spoilt to some ex­

ten t by smoke screen. Fl are s dropped by Pathfinder• or sreat help 

and oos t crews could i dentify objective . Concentration was achieved 

• nd many firea started 1n the town· end dock. 14th/15th. 5 'ilelli ng· 

eo na ond 3 NCLY4l a1rorart were eent mine-layints, •~l. Hturne-4 aafo:..r • 

~. 14th. 108 Spitfire sorties wore sent up agains ; 

220 anomy sorties. TAKALI aerodrome was rendered tempor arily unser­
viceable, otherwise damagC was slight . 23 enemy aircraft wero des­

troyed, 9 probabl y destTOyed and 24 d~aged. Ne lost 6 Spitfires, o 

pi~ots rescued . 
IJIIn. 12th/13th. Hal1 faxes and loll1nctona bombed T035~ 

u •nM UR and hit a s....U ship one -:ellington •iuln&. l)th. Our 
~ ' d bably destroyed 2. One 
fi&hters da•troyed tour enemy air crart an pro 

12th. A Hudson bombed a 2 ,000 ton ar""'d ship 
fighter lost . 

oCt the BURIIA Coast obtainin& one hit aoidshipa . 
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con 110. / ~ 
P!llf!SH !lOSt S!Xi!U.'T 
U • ~. SECill.I 

OPTEL Mo. J62 

Followtn& la B"Upplementary reaW~C or or-re.t.tonal ovonw oovcrln,s the 
poriod 8 to 1' October, 191.2. 

l. NAVAL 

Six one.a,y ehipe bavo rocontly lllft Wout.om tr-onah porta tor Far 
Ettat on bl-ockado 1'\U'\ning nnd 8 GYl'lliU\ shipc now Jn ra.t &tot. to rt t.t.oept run blockade. 
Varloua outward boWld bloclc.ade ru.nnl.lt-s Mvo beon ~t.t.acktd by our aircraft e..nd: 
mtt.ompto ma.do to int.oN:ept t.hom. 'i'heru wno A e11sht inort.~uo ln tho nu:abor or 
ohtpa arrtvtna 1n NORTH AFRICA fro. l'fALY. Bel.lovod at. lM~t. A, poe:stbly 7 U-bc»t::. 
opOratin& ott CAPErottl4 and mora f~X'pcctod 1.o tha~ arM •lwra 1' llhipe tot.ftllina 
108,0'70 t.ona ha'lt beon sunk since 7th October. U-bo4tl a.bo act.lvo West. JJriCM 
Cooa~ Md eepoc1allJ> in Nor~born Atlantic • 

• ci~o~:n~~~~~~~;I.;g. 5 att.&cU by Brit.t~h aurtace cne.tt and ~ • 111 8r1Uob 

•!2:k andtn& UC.h Oetober. U.S. Fore•• tl'ldt 26 at\.c.eka. Sb1pp1Dg 
losses tor Sopw.bOr, c-..a rccordod to dat~ at L9J,OCIO toni wo.ro lowoat. 11n~ .J&nual')'. 
OYor 88J lo.eoe dl.lO to su-..rtnes, tbo ND&lindar by aircn.lt. Dul.k of loll oe<:ur..C.t 
in At.h.nt.lc, ch!orly !a.at...Jrn J.pproaeho.a to t'RlltltW) and Northwott.om Approsehes to 
Unit.cd Kl.ncdoa. Loo~ of w.nkera .l.cmJ&t for 6 mont.b1. Durl.nc Sl'pt.oeber 41 Brittah 
t..nd 38 AU ted lhipt~ DWlk by su'tat.rtnos. 'i'oto.l or 6, SOO el\lpe convoyod Including 
l7e.at. Al.lcLnt.tc and CaribNan convoys &nd Unitod Kinsdca c011t&l convoyo. Porcontace 
ot shipe lolt. in convoy 0.~ . Repor ts racbtvod t.Mt t.ho Ciohlano aro noa operating 
oovurdl modifiod and now ty~ U·boats ~hich includo 1600 ~ olo11, 500 ton &n4 
1SO ton mlnolayora, 1000/1200 ton cruis~r U- boats ond Supply U-bonto 1200/1600 tono. 
lmport.m in convoy into Unttod Kingdom wook ondins lOth • 81.),000 l.ono ot which 
22) ,000 tone oil. Est1matod that A.RCHANOQ. •ill bo ico-froo w\tll 20th Novombol'. 
It ia bellQvod that 4 or S Russian subma~1nos ar~ oporltint in tho BALTIC and that 
t hore ON 43 in thu su~cK SEll, ineludins 6 rotittln,g o.nd ono c~plotlng. 

~. AIR OP&ftATIONS 

•ESTERN OO:IT. Two ""Jor bollbiJ>« ra!da, O<>C 111 U.S. boobcro by d>.y 
o.cainet hoavy industry at LILLE~ t.h..:l otb!:r at n1&b1. CLpi.n.lt IU!t by bollbo.r c:~ 
which dropped about tns tons of H.£. end incendiario~ d\&rinc: the week. Utuo.l. aoo. 
aln~ opent.iont f'Oiul.ta of which baYC rcc:<C~~:tl.J bote •ory aucco,.M. lll$\rlJ 600 
sea ainoo lcid. 26) sorties in scare.": or 0-boata and 71 BI.SCJ.r po.t.rola. 

I!M.I!· lleiiUIIJ>~ion cu· .,_ ur at,.eu on KALTA pn>ba'b!J" int4n<lo<l 
to sk\&re PIIMP of convoys to Ar""P.ICA. Sc::.lo or att.ack matric&Uy e1allar to 
April, bu.t 1f011ht.. conlidot.bl.y less ori.n,: to g:roator propor-1.lon of r~wra. At­
toeko up o.o 6 per dOf by ronoatlons of about 8 to 10 bollbero oaQortod by 40 0.0 59 
fighter~. ObJoctlvo our aorod.romos, Wt. CIOit n1ida 1ntArcopt.od woll nort.h of Island. 
lllny raidOJ'I Jett.ioonoc! their bolllb& into t.bo '" and boabin.1 •• orntlc and 
larao.l,y 1ntrteot.1Vo. In ono rour~y poriod 80 en101 aircrw.l't.. woro dcot.roybd., J.L 
J~robcbl.y doat.royR and 100 dOJMgCid ror loaa ot 16 Spitf1ru. !Uno pilota aa.te . 

~ . 
~· rncroaso in G~rman nlr &c~lv1ty CAUCASUS area . Considor­

,.~(1 da.~t~~sod ruportod at GROZNI. Bombing atto.cka on harbour and t.own of TUliPS£ 
:J in 1Upport of lo.nd torcos in this o.roa.. Runiana clAim t.o lutvo aunlt Gul'llll.n 

1. nnsport.c nnd 11.0.11 gra,f·t in Gennan oceupled port. in BLACK SEA. Considuablo 1\J:; 
l·,t.lvity in W£ l.LMElf 1\rea . 

~· e.M.W. aoro ~ ~rlc• and NM reUway ehopo r-.. port.el! 
J...oactcl. JII&J.D eq~ ftl:ich eont.ains 1'01111 l:t:tll cl01ed tor S wooU. 

~· 2nd. IIN.Cb duaiP in P.hine Hvbow' U"'O to b.\rpe~ tucrJ, 
:-olllna ei.Oek ...s 1\101 tanka. 

JSJ.f\LSRIJHE· 900 teAS or coke do•t.rot«< ln • •t.on.c• depot.. 
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LILLE. Daylight attack 9th. Photographs show COOBidorebl.o daaago 
to larssst bui1d1nss of F1ves-L111o Worke , oxtonaivo roor damns• and much dobria 
visible bonoath . One Juto sp1nn1ns and two cotton apinnins mills received diroct 
hits. Photocraphs this e.roa 11th show hithorto undiacovorod duago troc. past at­
tacks including 8 oil tanks destroyed at a dopot at PONO DE MARQ. 

4. OP£PJ.TIONAI. AIRCRAJI'l' BATTLE CASU~TIES 

~r~~·b and ~llied I!ETRCPOLITAN .A!!£A 
~ In the Air Pro b. Bomber a 19 Dost . Do st. D!1JDI1B!l!! Fightors 5 llombore 3 4 1 Co•stel ~ Fighters 6 0 9 Total · 30 Uiocellaneoua ...!... ....Q_ ...!... 

Total 10 4 11 

IIIDD!J! EAST (Incl. tw.TA) 

l!!:it&sh and 6lliod 

Boml>.lrs 
Fightors 
Othera 

Total 

In !,!)a Air 

7 
36 
1 

4J. 

On the Ground 

1 
2 
0 

3 

!1!!!!!!!I 
Prob. 

Do st. ~ Domaged 

Banbors 42 21 52 
Fightoro 62 24 67 

Tw? crows and 11 pilots oro safo. 

(includes U.S. claioo , 4 destroyed, 1 
probcbly doetroyod and 4 damaged) 

Mbce!lo.noouo _l_ __o_ __o_ 
Total 105 45 119 

FAR EAST 
British apd Allied Enosr 

In the Air Destmed Prob. Dest. 

Fishtora 

Noto: 

2 Boebors 11 
l'ightoru (1ncludos 
6 doatroyed in 
Al outlana) 

12 

lllscellanooua _ft._ 
Total 27 

No account i a tukon of enemy oircreft destroyed on tbu 
ground 1n any theoiro or of British navel ai.rcraft 
oasuoltios . 

5. HOME S£CUR!TX 

0 
3 

....Q_ 
J 

u ho and OOilo locOODOtivos damased at 
lndll.3trial doloaga . Ra ":" ~hi~s but supply unaffected. Esti=ted 

BRIGHI'OIL l!:xtenaivo dmo&ge gas " 0 rks 5
14
<112 th _. ~llod )2 aorioualy wounded 8). 

eivlllan casualties wO<>k ending 6 A.lll. ' 
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October 8-16, 1942 

Olllee of Strategic: Senieee 

THE WAR THIS WEEK 
In the largest Al)ied daylight bombing raid to date, Flying 

FortresscS and Liberators operating aga.inat Lillo this week 
toek a heavy toll of German fighters. This raid was only the 
most ambitious of a series of daylight operations which have 
instituted a prooess o.f accelerated attrition of Nazi fighter 
strength. If this pi'00088 were maintained at the current 
le\'tl over a peri.od of months, its implications for the United 

J N••tio!' 3S war effort in Europe would be very flll'-reaehing. 
n is to be noted that during this same period the RAF has 
exacted heavy loeaee of German bombers over Malts, and 
British and American air forces have destroyed a consider­
able number of planea in the Egyptian theater. 

Before Stslingrad the Germans have alt~ their tactica-­
reeort.ing to heavier air and art.illery bombardment and 
decreasing the force of tbair ground operations- but there is 
no indication that they have abandoned their intention to 
reduce the oity this fall. The indomitable Russian resistance 
eontinuea, and the struggle within the city is apparently 
aettling into the grooves of trench warfare. 

While the collaborators continue to talk of an Anglo­
American invasion of Africa, the Germans apparently intend 
1o play along with the Laval regime, despite the a1im returns 
of the latter's labor campaign. 

The bitter -w battle in the Guadalcanal area con­
tinues, with the enemy now apparently intent upon a &bow­
down. The enemy's disproportionate losses in the air here 
nigh heavily against him in a war of a ttrition. In the 

1 
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Aleutians, American air power can now concentrate on Kiaka 
the sole remaining Japanese base, and even there the enern/ 
reei!tence has notably declined. 1 

. The continuing c~isis in India is now threatening COD4titu­
tto~al govern~nent m two of t~e Indi~n provinooe. Mean­
while, the Hindu Mahasabha 1B seeking national unlty io 
support of a program to oblige the British to compromise 
and to this end it is COilllidering proposals for an in~ 
solution of the thorny Moslem problem. On the Far Eastern 
di_PI?matio front, ~ritish an~ Ame;ican announoemente o1 
willingness to negobate treattes ending extraterritorial right. 
have heartened the Chinese. 

ll.fr. Welles' public castigation of Chile's overtly anemic 
policy toward the Axis has occasioned comprehensibly sharp 
reperc~ona in official Chilean circles but has apparently 
abo stirred some patriotic sensibilities among the public a 
situation upon wruch the Axis radio has been quick ' 1o 
capitalize. 

American Raid Over Lille 

The United States Army Air Force raid against Lille, 
involving 115 B- 17 and B-24 four-ilngine bombers and an 
escort of more than 400 RAF and American fighters, was the 
largest daylight bombing attack ever launched by United 
Nations forces against enemy-held objectives. Particular 
interest attaches to the operation because of the au00088 ol 
the Flyin.g Fortresses and Liberators: they not only were able 
to defend themselves against concerted attacks by F. W. IOO'a 
and Me. 109'&, but they destroyed an unusual number of their 
aeaailants (enemy losses probably amounted to more than 
10 percent of firat.line fighter strength in the West). 
. The raid served two general purposes. In the first pia«, 
•t engaged the German fighter screen, which has demoostrated 
some reluctance to defend French territory against Allied 

2 
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s"'Oilp& by pursuit planes alone. United Nations forces have 
apparently been willing to exchange plane 1068e8 with the 
Luftwaffe in an attempt to reduce enemy fighter strength in 
the West, and have used bombers flying with a large fighter 
escort to draw German planes into combat. Secondly, it 
aided in the ncclimatizntion of American bomber pilots and 
crews to the flying and fighting conditions wruch they will 
encounter in precision bombing missions eonduetod in day­
light against objectives in tho European theater. The 
Lille raid c!ima.'Ced-at least temporarily-the use of United 
States bombing planes for theeo two purpoeea. The United 
States Army Air Force has been steadily increasing the size 
of its attacking bomber force from 12 on August 17 to 66 on . • • 
September 6 and 74 on October 2. 

AUUd Obj~ and G.rmoto lAun 
The raid on October 9 "'aS directed primarily agaiost steel 

and locomotive works in Lille, on wruch 65 of the planes 
dropped 142 tons of high exploeivea and 9 tons of incen~ea. 
The attacki.ng force, encountering strong fighter oppcettion 
as weU as heavy anti-aircraft fire, was singularly successful 
in destroying enemy fighter strength at a low cost in ~>?m~rs 
lost. Apparently, the Allied fighter escort served prunanly 
a tactical function as a protcotive covering to the bombers, 
since little direct combat appears to have taken place between 
Luftwaffe and British and American fighter planes. . 

The official reports estimate that the Fortresaea and ~•ber­
ators, flying in tight formatioll8 to achieve the Dl8XliDUID 

concentration of fire power, destroyed 48 German p~ea, 
probably destroyed 38 more, and damaged 19. Am~can 
bomber losses were only four planes. Five enemy aucraft 
were also destroyed, one probably destroyed, and three 
damaged by United Nations fightera, at a loss.of only one 
p.lane. German losses may be compared witb au- operations 
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during the Dieppe raid of August 19, when au estimated 93 enemy planes were destroyed, 39 probably destroyed, &lid 
140 damaged. Whlle enemy losse8 at Dieppe were consider. 
ably higher than at Litle, they were obtained at a saeriJice of 
110 British fighter planes destroyed. 

Following the general practice of oo!l4idering as actually 
deetroyed 50 percent of the probable& e.od 30 percent of the 
damaged, one can estimate total Gorman aircraft l0111e4 
during the Lille engagement as 79. Although there an 
varying reports on the number of German fighter plana 
stationed in the Weet (Occupied France, Belgium llld 
Holland, Germany, and parts of Norway), one can probably 
consider these loeses as equal to between 10 and 15 percent 
of first line fighror strength in this area. Furthermore, the 
replacement of German fighror losses in the Weet may well 
have required the diversion to this thcaror of newly-produced 
planes which might otherwise have been sent to Russia or the 
Medi rorranean. 

Air Acti!lity in 1M Emtwn The416 
While General Montgomery, oolllJilADder of the Eighlh 

Anny in Egypt, announced that tho British were "preparing 
for the next round", ground operations wore limirod to a few 
sharp actions and the usual patrola. There are indicatioll.ll 
that some defensive poeitions are being established by lhe 
Axis about 10 miles behind their forward poeitions. 

The week's main activity was in tho air. Appsrenlly 
taking advantage of unusually wet oonditions in enemy land­
ing grounds, the RAF made six attacks on El Daba, destroY· 
ing about 20 planee on the ground or in tho air, with mol6 tban 
that number listed as either probably deetroyed or damaged. 
At the same time Unirod States B-24's, tl88igned to long range 
missions, attacked ahipping and porte in Crete, Greece, and 
Cyrenaica. 

4 

After a virtual ceesation of air attatka on Malta, the Axia 
this week abruptly res~ed ~e raids. Sueh attatks 
have been inrorprerod m the past. eather aa p~tory steps 
w storming the island or ~ ~ effort to n~ulraliae 1t for ~­
poses of Mediterranean ahippmg. The Axis may be planning 
to incl6a8C tho O~w of eup~lies to Rommel in ~nticipati?n ~f 
more active 6ghtmg; or shipments ~~~r bo gomg to TriP?U­
ttulia where unofficial reports have mdicat.ed a concentration 
of IWmn troopa for defense in the event of an Allied landing 
w the west. Meanwhile, Malta's fighters are taking a heavy 
toll of the raid~ planes destroyed and a larger number 
clsmaged, acoording to disparohes from Malta. 

.• 
C/w111Je of Tadics at Stolingrad 

Although the Germans have not abandoned the attack on 
Stalingmd, as some newspapers have 1189Crt.ed, they have 
&ignificantly alrored their tactics. They have decreased tho 
soope of their ground assauHa, while ~plo~ their available 
air and artillery strength in an mtenB1ve bombardm~t. 
Under cover of this lull, the Soviet defenders have regamod 
aome ground formerly held by the ~ncm~ north ~d south ~f 
tho city and have improved the forti6cat1on of the~r own po&· 
tioll1l The GermMs however, have similarly been able to 
rcpul~ continued &viet counterottacks from the . north. 
There is no convincing indication as yet .that the ~aziS hav~ 
renounced their intention of taking Stalingrad this autumn , 
if on! for reasona of prestige, it would ~ necessary for 
them~ oontinue tho assault. But there IS evtdcnoe that the 
Russians have fought them to a stand!ll'll, and that th; strugb 
glc in the city is beginning to take on the character o trenc 

wa~~r obeervers believe that the Germans cont~l the 
greater ~t of Stalingrad's central section inside the=~ 

. I din rt of the river oonk and the two loop-me u g Jl& Hill to the north and the stations, as well aa the l.'.famayev ' 
5 
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western edge of Ule Rykov Workers' !Settlement the fiz1t 
suburb U> Ule north. The Soviet forces apparenU~ bold the 
eastern part of Rykov, including the Red OcU>ber MetaU 
gical Plant, the Barricades [State Machin&-Build.ing ~' 
and tho Dzonbinsld State Tractor and Tank Plant and 1~ 
surro.und.i~g v:orkers' settle':'lente. ?Co tho eouUI or' the cit 
tho e•tuat1on 18 confused, wttb Rl188lan unite reeiating in 1{ 
suburbs. e 

A certain increase in tbe intensity of the German atlael: 
around Groznyi baa paralleled tbe change of tactics u, 
Stalin~, and t;he !'iazis have stepped up their hom~ 
of the 01! refinenee 1n tbat area. From tbis development 
some observers have concluded that an all-out drive to'll'lld 
the Caucasus would replace the attack on Stalingrad. lJI 
t~e last ~cw days, howeve~, the Germans have made onlJ' 
shgM ga~ns, and the RUSSians have succeeded in counter 
attacking with some success. I t is as yet too early w pl!did 
the scope of coming Nazi operations in the North Caueuus. 

To the west, on the Black Sea coast, while Soviet Wlit. 
have euceessfully defended the ports of Gelendthik and 
Tuapse against German attacks from tbo north, an enemy 
column approaching from the east threatens to encircle the 
latter port. But north of Gelendzhik Russian naval units 
have attacked successfully behind the Nazi lines. 

Meantime, on the central and northern fronts German 
efforts to eliminAte Soviet salients have achieved minor 
suocessee. Here tbe autumn rains-with occasional snow 
and freezing-have already begun. American militAry 
obecrvcre anticipate little activity in these secwrs during t.be 
next few weeks. 

IA..U and IM lAJxw Prolkm 

Labor for Germany continues to be the central problem 
at Vichy. Although there is apparently eome division ill 
German circles, the demand persists for 150,000 skilled 
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workers, of whom only about 17,000 have been enrolled to 
date. Observers are highly skeptical, but lAval presumably 
hopes to get on&-third of the balance through his present 
campaign and on&-third by future economic threats. He is 
reported to realize that only force can get the remainder. 
Laval will make every effort to avoid recourse w such 
measures, and the best opinion at Vichy is that the Germans 
are themselves not yet ready w use force. The faet that 
the deadline bas again been extended to the end of November 
and that Laval is able to delay and still retain control of the 
program indicates that for the present at least the Nuis are 
disposed to maintain h.is regime at Vichy. 

Nevertheless, the pressure of rival and more extreme col-. 
laborawrs persists. Three Cabinet members, Plawo, i!.u: • 
rion, and Abel Bonnsrd, are reported w be causing lAval 
conoem by appointing to office Dorio~'& foUowe~a For ex­
ample, Marion is choosing as censors and personal observers 
in every prefecture the heads ol the local Doriot Party. 

GermJJn Interut in the D~eme of Prtneh Africa 
German officials in Paris have again expressed the hope that 

an agreement can bo reached for the proper. def~nse ol 
Morocco, presumably giving the Germans c~ pnvil~es 
of military importance u1 French A!rica. In tbie connection 
D~t is reported in tho Paris press w have recomm~nded a 
pact with tbe Nazis similar w the agreem~t Wllh t~e 
Japanese in French Indt>-Cbina. Paul Manon, lAval a 
Minister of Information, bas taken the opportunity to state 
publicly that the United Nations 11-ill probably attack the 
French Empire instead of the Axis, and that consequently 
France must cooperate with "Eure~" in. ~er ~wo. defe';"'C· 
The Paris press publishee daily eU>ries.anticlpa.tmg mv&SIO?• 
and refers to large assemblages of Anglo--Amencan troopa m 

Freetown Bathurst Liberia, and Gibraltar, and naval eon-
• I • 

eentrations otT Brazil. 7 
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A reporf. from Bern suggests thai the Gt!l'Dlant ~ a11o . 
the French to aend a certain number of i&Dka for the d r"' 
or Dakar. General Nogues, however, is reported bHIJIJe 

informant to 00 hostile to any agreement which wow/a:' 
the Germans to move into Morocco. • 

N egotia.tiona Over Syria an4 M a®gasoor 

Arri"!Ag ~ London, De Ga~e was at first indignant 0~ 
the Synan 188ue, but he has emce entered into negotiat.iona 
apparently feeling that continued resistance would hurt iJh 
cause elsewhcre:-:part.icularly ~ Madagascar. In hia pro. 
posals to the Bntish, De Gaulle 18 reported to have given up 
~ d~d for military command in the Levant, and to ha,'t 
ytelded m the matter of the elections, proposing that they be 
called for April, 1943. 
. Th«: British ~":ve indicated. that settlement of the Syrian 
ISSUe 18 a condition for possible extension to the Fi&hlin& 
French of control of Madagascar's civil administration. 
In any event the British intend to retain military control on 
the island. This week the British column moving slowly 
south from Tananarive occupied Ambositra and pushed oo 
to the south. Concentrated some 50 miles ahead are Frencb 
and native forces numbering about 3 000 men most of whom 
were withdrawn from the region a:Ound tb~ capital. Ob­
servers express doubt, however, as to whether theae forcet 
plan to fight any more than a delaying action. 

!Uporqfrom 1M Near Eaal 

President Rooeeve!t's reception of the Turkish joumalilta 
now. in this country was featured in the Turkish press 11 • 
Bpecl&l favor indicating American interest in that countrY• 
problema. The Turkish papers carried lengthy dispatcbet 
from theae journalists dealing with the United Statea war 

8 

s­
progr&lll and America's determination to fight the war to the 

finish. 
In Iran the currency shorf.age caUBed by the needs of 

Allied forces is again acute. The recent currency issue of 
300 million rials has been absorbed, and a new and larger 
issue is needed. The Irani are concerned about the inft&­
tion&IY effect of this situation, which is one factor in the 
friction that continues in Dritish-Pe~ relations. 

The Russians are making an obvious effort to smooth their 
relations with lnm, presumably becauao of Russia's increasing 
need of a friendly power on the southem supply routes to 
the Caucasus. Stalin personally received the Persian envoy, 
and the latter returned from Moscow wilb guarantees of the 
integrity and independence of Iran, together with an official • • • 

Russian declaration of friendship. 
In Iraq the re$huftling or the Cabine~ \\'&8 due simply to 

internal differences. The Finanoe Minister was dropped 
on suspicion of racketeering in handling supplies. 

Goering and 1M German Brrotl-Ba3kel 
Reicbsmarshal Hermann Goering last week told bi.s people 

that the present food picture on the home front was none too 
satisfactory. Deliveries from occupied Europe have p_roved 
disappointingly small, he said- barely enough to sus~ tho 
German armies, with little or nothing left over for 01vili~s. 
The people of the Reich, and the prisoners and f~reJgD 
workers now within ita boundaries, will ~ve to subsist on 
what Germany can produce on ita own soil;_ and Gionnany, 
it will be remembered, bas never been agnculturally self-

sufficient. mised bean-
For the future, however, the MAIShal pro a 

. . ftow of Russian agricultural product&. The Reds, 
::;:"~sadly, "have bumed everything.'' B~t, he add~, 
"We shall build more. Slaughter houses, CaDJUDg factonee, 
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marmalade factories, basket factories, noodle factories· 
butter, flour--yea, they are there, in such abundance ' eaa, 
can't imagine. All we have to worry about now is :: ~ 
proper hold on the spot." 

Taking a "proper hold" may, indeed, give Goori•,..a 
II · to bo · "" men some ung worry a ut, accordmg to observers hero 11 

~he 1~ermans ~~nd to harvest. crops and put up fac~ries 
m t us conque.,... area, they will have to feed and clothe 
th~ who do the harvesting, the building, and tho machine. 
tendmg. Whether, after they have provided fur these belota 
there.will remain any substantial surplus of farm producta ~ 
be sh.•ppod h~me to ~e Reich this year is certainly dubious. 

Failure to ~~rt suesble quantities of agricultural prod. 
ucts from Russia m the near future will not, of course, e&llle 

Germany to starve: her present food production and atoeka 
are sullicien~ ~ give h':' people a more or less adequate diet. 
B~t . any mgmficant unprovements in German nutrition 
":'thin the next y_ear or two must wait upon further exploit&· 
bon of the oecupulCI portions of Russia. 

Slu>w®wn on Ouadalcanal1 

At Cuadalcanal, the Japanese apparently have como to the 
conclusion that a war of attrition in the Solomons is not to 
their benefit, and are pushing for a showdown. Doepite 
losses suffered at the hands of an Allied naval task group 
brought into action in ~be waters off Guadalcanal to counter 
Japanese night landings, the enemy bas been able to shell our 
airfield and to put fresh troops ashore. 

The intensity both of our own and the enemy's operatiooa 
~steadily increaaed throughout the past 10 day& On the 
mght of October 6-6, in tbe face of our air attacks a force of 
six Japanel!e destroyers succeeded in covering the 'tanding of 
additional troops on the northwest coast of Guadalcanal­
losing one destroyer sunk and one damaged. Elsewhere in 

10 
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the lower Solomon Ialande adjacent to our positions, Japanese 
infiltration also continued, although here too we had inJ!icted 
some damage on enemy ships. 

The ability of the JapanCl!e to reinforce their positions aL 
night despite our air attacks was then countered on our side \ 
by the use of a naval task force for night patrol. In its first 
encounw with the enemy on tho night of October 10-11, this 
force sunk one heavy cruiser, four destroyers, and a transport. 
One American destroyer was lost, and some other warships 
were damaged, none seriously. 

On the morning following the engagement, Navy and 
Marine torpedo planes and dive bombers, in pursuit of the 
Japanese, obtained a torpedo bit on another cruiser, which • 
was left burning. That afternoon, & cruiser believed alread)" • 
to have been damaged in one or the other of the above actions, 
was bit ag.in and t he cn~w was eeen abandoning ship. 
During the night, however (October 11-12), a Japanese naval 
Ioree returned to Cuadalcanal and shelled our positions. On 
October 12 and 13, our Air n~connaissance discloeed Lhe pres­
ence of at least 51 Japanese naval units in the Solomons area 
-9 heavy cruisers, 6 light cruisers, ~1 destroyers, 2 cs~ 
sbips and 3 unidentified vessels. Durmg the early mommg 
of O~tcber 15, Japanese troop sbips-.:overed apparently ~Y 
heavy naval unita-began unloading reinforcements, agsm 
on the shore westward of tho American positions. 

Japanese Air Loaau 
Air attacks have continued to batter en~~ positiollf! in 

this area from Rabaul to Cuadalcanal, and 11 IS our tsctlcal 
superiority in the air which may have influenced th_e Japanese 
to attempt to force to a conclusion the developmg war of 

attrition. -'-"-'d · th 
Guadalcanal is the only good site for an '"""" m e 

lower Solomons and defensive operations here have been very 
much to our advantage. Japanese air loeses over Cuadal· 
csnal alone from August '¥1 to September 17 are reported by 
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the new chief of the Navy Department's Bureau of A 
nautics at 1~3 planes shot do--:n, compared with a loss 0~ 
of our own IUJ'craft. Some esttmates of total Japanese 1oeece 
in the New Guinea-Solomons theater since the otrenah 
began in early August range as high as 600-700 plAnes ~~ 
eluding accidental and other operations! I~ as well • 
planes shot down). 

New Guinea Lull 

In New Guinea, Allied patrols on October 8 caught up wilb 
small Japanese rear parties just south of the Gap in the Owen 
Stanley Range, but thoro hll8 been little activity since th~n 
due apparently to inclement weather. Advance troops hav; 
occupied the Gap, and some skirmisbes are reported on the 
north side of the range, but Kokoda remains in the enemy' a 
han de. The track thence to the Japanese base at Buna 
continues under air attack. The Japanese have impro,·!d 
their air raid warning system at Lae, but apparently art 

not making much use of the airdrome itself. 

Bomtba on Rabaul and K isi«J 
At Rabaul, Army bombers have attacked steadily and io 

force, dropping the largest wcight of bombs yet used in the 
Southwest Pacific-40 tons in one raid on the night of October 
8-9. Alter a similar attack the next night, fires were visible 
lor 90 miles, and the bombings have continued. No night 
fighter interception bas been reported, although 71 fightm 
and 6 bombers were observed at nearby Lakunai airdrome 
the day foUowing the first attack. 

Far to the northwest, in the Aleutians, Japanese inactivity 
in the air is strildng. Here, whoro our air forces can now eon· 
ccntrate their assault& on tho solo remaining Japantll!O ba.!S 
at Kiska, there bas been no reported fighter interception since 
the first heavy atta<:k on October 6. Enemy shipping like-
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wise appears to be scarce, although some submarine activity 
has boon noted. On October 12, our bomber pilota reported 
two beached ships, two medium freighters, ono smaU camou· 
flaged ship, and one AA ship in the Kiska area. 

{ 

/)t:(XJy of Comliltdiorull GOM"nmmt in the Indi<lrt Prt111i~ 

The dismissal of Allah Bakeh, Premier of Sind, bas brou~ht 
into clear relief one of the paradoxes of. th~ cumn~ ~ 
political scene. In five provinces constttut•onal nurustnes, 

responsible to el~ted ~mbli~! are trying to c~rry o~ a 
policy of conoUiatton- m oppoSttton to tho 1\lpress•ve policy 
of the Central Govcm.ment, which is respoll8ible only to the 
Viceroy. Prior to his dismissal Bakeh bad rco~~ced all ~ 
honors and titles bestowed on him by the BntWt Md ~ad 
· ed a ste.tement strongly condemning their current policy 
~pression-a ststAlment quashed by the official oeneor alter 

only one paper bad carried it. The Central . 
whose direction, apparently' the Governor of Sind ~a Cf?wn 

. ) dismis8ed Baksh-evidently ~ed his act•ons 
appo~tee 1 "d'·' alty" Observers now predict that the 
as a StgD o woy . . . .. try 
resignation of the rest of the Baksh coalit•on m•rus 

soon loUow. F 1 1 H is 
In Bengal tho coolition ministry of •az u uq 

ching a ~imilar crisis. The Governor of Bengal appnr· 
proa her 1 H 's ministry of runrung a 
ently accuses one mem 0 uq 1 his in his de~ ... 

1 ·vi! disobedience movement o own .--
sort~ fCI th administration. Huq, on the other hand, 
men. o e . . rt from the Governor 
that be is not reee~vmg adequate suppo bers of 
and that the European and Moslem League .m: him 
Bengal Legislature aro working together agsmf·-'"" hi~ll 

. h h v· ceroy Buq has now p.ro ""''''" 
a ~lk Wtt. t o 1 

•, . ce that be would urge 
satiSfied wtth the fo~mer s oss~th the ministry. In 
Governor to work 111 harmony 1 r 118 between 
opinion of local observers, however, re a to 
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Governor and the ministry are moving rapidly toward an 
open break. 

Such an event, our inlonnante continue, would be a 
calantity for the province. Huq has urged that the Uni~ 
Stetee m~te tb~ ~~~an iss~o, and has been particularly 
successful m llllUilteirung H mdu-Moslem tlOOperation in 
Bengal-the most populous province of India, and one with 
a scan~ Moslem majority. Hi$ diamissal, they ocncludt, 
would result in the Governor's rule by ordinanoe, with 
intensified civil disturbances, And perhaps communal riota. 

1'he Pomtion of the .M aiUJsabha 

Six provinces in which Congre88 ministries nlSigned in 1939 
arc already ruled by ordinance. A parliamentery debate oo 
a bill to continue this temporary government has given 
Lieu!Alnant Colonel Amery, Secrctery of Stete for India, ao 
opportunity to reject once again any attempt "to appease the 
unappeasable opponent." In India, however, compromiae 
negotiations between Indian party leaders have oontintuld. 
Leaders of the Hindu Mah118abha arc now considering a pro­
posal emanating from certein Moslem League members to 
concede to the Moslems 40 percent of the membership of a 
provisional Indian Central Legislature, provided the League 
agree to renounce for the duration of the war ite agitetion for 
a acparate Moslem stete. Another proposal envisagea 1M 
concession of Pakialiln in principle to areas with a 65 pellll!ll~ 
Moslem population-an in!Alrnational court to wo.rk ou~ the 
details a~ the end of the war. 

In an official nlSOiution of ite Working CommiUee, the 
Mah118abha has accused the British of exploiting the current 
disturbances in India by a "policy of blind repression," 
designed to crush the forces of Indian nationalism. The 
rosolution calls on all Mah1188bha members to join in n •nasa 
campaign behind the "national dem110d" and appeals to all 
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other Indian parties to coopera!Al in forcing the British to 
k compromise. In another ste!Alment for the prese, the 

~~bha refers to the etend of the United Nations on 
India 88 the "acid teet" of their idealistic professiona. A 

· t member of the Mahas•bha has stated in con6deooe 
::~: tlOOrdinated p~ure by the Uni~ Statee ':"d 
China can bring the Bn ti8b to terms, while .the Incliao 
Agent.-General to China, just back from Chungking, repo_rta 
great bi~!Almess among the Chinese over the current policy 

of repression. ·• b' hda -···-' Although the week following Gandhi s ll't Y r:-" 8 

good deal more quietly than local observers h~d ant•c•pa!Ald, 
violence bas flared up in Karachi, hitherto relat•vcl~ ca~m, and • 
in southwestern Bengal, where food riota are. ~~g~tetmg t~& • 
rural areas. In Orissa and Banga.lore the police have agam 

fired on oationw~ demonatrators. In Bom_h&y ~anY Con-
thi.&ers last week shut down lheu bllSlDeeees for 

~=~: of the week, and a general strike is now tbrea!AlD­

ing. 

Toword !Winquiahm~l of Extraumumalily , . 
b b U '!Ald StetAleand Great Bntein 

The announcements Y t e ~ treaties providing for the 
that they aro prepared to ~egoialt.ia!Al hts in Chinn added much 
relinquishment of oxtratemtor . ng h Ch. cse Natiooa.l 
cheer to Chungking's celebration of t e ruu:nextrae on the 
holiday the "Doublo-tenth." Newspapers · ed and big 
streets ~r the city aho~tly af~r t::.:ewsn:"~~raliseimo 
posters soon appeared m pub~e P m~t benoeforth redouble 
told a responsive crowd tha.t Chin~ free and independent 

their efforta to make C~ a ~r of the United Natioos. 
country,oneworthyofbemga~em tion a!Alm from tbe 

Tbe extra!Alr~itorial righta 
111 ~~~the practice of Iet~g 

treaties of the nme!Alc_n~b cent~ry, Ives was customary m 
foreign traders adm1ms!Alr t emse 
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Chinaa.searly a.s the T'angdynasty (618-907). Arab tracltt. 
on the China coa.st dealt with Chinese authorities thro 
~heir own let:dcrs or head~en, while the headmen eetUed U::: 
~ter-11Ara~, diedspurtee anh d difficulti~. Much the same prao. 
•co oun'"' a ter t e East India Company began trad' 
a~ ~a~f:O"· Chin~ officials ~ncerned themselves w~~: 
d•sotphmng tho English "barbanans" only in t he rare 
r h · 'd • Chin °1Ule8 o om.tcl e agamst ese, and were otherwise well 

tent to let the English keep themselves in order. con. 
Specific legalizMion of t.he accepted practice wa.s achieved 

by Oaleb Cushing, American Minister to China in tb 
Tr~ty of \~ang-hsia (1844). The treaty of Nankin~ (1842): 
wh.tc~. termmated the ~~ Anglo-Chinese war, contained no 
proVJSton for cxtratemtoriality, although regulations iasued 
by the British in 1843 did provide for the application of 
En~i.sh consular jurisdiction over English criminals in China. 
Arttclcs XX1 and XXV of Cushing's Treaty however ex­
plicitly provided for e.-ctraterritoriality in ~th civil' aod 
criminal cases. 

The Chin.ese negotiators of the Cushing Treaty made no 
protest agamst the clauses dealing with extraterritoriality 
nor were Chinese a uthorities particularly concerned over th~ 
later development~ of the principle in the Treaties of Tientsin 
(:858): With the growth of Chinese nationalism, however, 
t •e CXJSten~ of extraterritoriality became increasingly irk­
some to Chmese leaders, particularly since it presented a 
severe obstacle to effective national administration in such 
important areas as Shanghai. In recent yeara the abolitioo 
of ~nsular jurisdiction has been a constant objective or the 
Chmeee Government, and the Kuomintang has laid particular 
stress on the issue. -
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Tilt Columbu& Day An~ 
For months every Italian-language newspaper in the United 

States, regardless of political affiliation, has argued for the 
removal of enemy-alien restrictions on Italians io the United 
States. &yond a doubt the two alleviative measures an­
nounced by Attorney General Biddle on Columbus Day will 
receive enthusiastic and unanimous approval from Italo­
Aroericans. The elimination or tho literscy test for citiseo­
ship io the case or about 200,000 elderly Italian immigrants 
may io the long run exercise more practical effect than the 
decision to take Italians out or the enemy...llen category, 
aceordin8 to analysts in the Foreign Nationalities Branch of 
the office of Strategic Servicee. M a war measure, however, • • 
the latter is more vital and more iounediatcly significant. 

Although at this writing the statement& of only a few 
Italian joumals ean be cited, it can be safely said that unani­
mous approval of theee measures will not imply unanimity 
or opinion as to what measures should 1l01D be carried out. 
For some time past, the organized anti-Fascist Italians-the 
Mazzini Society group which i.e identified with Count Sfona, 
the Communists, the Sociali.siA!, ar.d the trade unionists led by 
August &llanca and Luigi Antonini of the Halo-American 
Labor Council- have been clamoriog for a crack-down on pre­
Pearl Harbor Fascists, citizens as well as slieos. Countlesa 
"exposures" have been published against "eon~e~ F~ 
cists": Ettore Patrizi, publisher of the San FranciSCO L ltal14 
and 1A Voce tkl Popow; Qeoeroeo Pope, pub~erof the ~ew 
York City I! ProgrU¥1 Italo-A~ and Corrure<f A~; 
aod those associated with f/ Aroldo of Cleveland, 1A Notarut 
of Boston and L' I talia or Chicago. It DOW appeanl. probable 
that the anti-Fascists will demand that the generoSity of the 
Columbus Day mea.sures be balanced by firm mea.sures 
against men or this type and their aaaociates. The Army's 
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action in ordering Mr. Patri~i and four associates to mo~e 
inland from the Paci6o Coast, announced on October 10, will 
no doubt be held up as an example to be followed elsewhere. 

Mr. TVellu Porcu 1M fum ' 

Months of patient and tactful diplomacy having failed to 
induce Chile to "stand up and be counted" with the Allied 
democracies, the State Department in the person of Mr. 
Sumner Welles has now virtually called for a show~own. 
Speaking at Boston, Mr. Welles roundly condemned bo1h 
Chile and Argentina for permitting their territories to be used 
as bases for Axis operations ag~~inst American shipping. In 
the case of Argentina, the remonstrance has merely empha­
si~ the already obvioU!I coolness that characteri.tee our 
relatio!lll with the Castillo Government. But the rebuke to 
Chile represents a new departure in policy. 

Until very recently, it had been hopefully forecast in IIWlY 
quarters that the Riot! Government in Chile would 110011 

break off relations with the Axis. Few illusio!lll were held 
concerning the anti-fascist sentiments of either Rlos or 1m 
Foreign Minister, Barros Jarpa'. But the pressure of the 
pro-Allied leftist bloo which elected Rfos was countod upon 
to swing the government into line with the rest of the Amer­
icas; and Rlos' acceptance of Prc8ident Roosevelt's invitation 
to visit the United States was widely regarded as an en­
couraging sign. 

However, no definite move by Chile against the Allis wu 
forthcoming, even after the belated discovery by Chilean 
authorities that an Axis spy ring actually did exist there. 
Apparently convinced that soft words would no longer avail, 
the State Department decided on sterner ones. 

The repercussions of Mr. Welles' speech have thus far 
followed a fairly predictable pattern. President R!os hM 
cancelled his trip to Washington. Barros Jarpa has denied 
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with much eloquence that su~versive activities by th~ ~~ 
taken place on Chilean sot! (even though these act.iv•t•os 

~ave been fully publicized by his own country's pross) . . Be 
b:',erurther, castig11ted Mr. Welles' remarks as a gross affront 

to Chilean national honor. . . 
Unfort.unately, despite the pro-demoorstic II)'IDpathies of 

the majority of Chileans, B&rrot!' n!8elltment has fo~d. some 
reflection in the public at large. The manner and ~of 
h Under-«Cretary'a rebuke appear to .have .stirred the 

t u~lic's patriotic sensibilities, and the ~'tiS rsd1o has ";:_n 
P uick to exacerbate tho wound. It remams to be seen w . t 
q . n tactical advantage Barros and the pro-neutrality 
last• g f the right have .,.;ned and whether or not they C&ll• • forces o ,.... • 
consolidate their inftuonce over Rlos. 

Eapionog• Tri4h in Braril . . 
Bnuilian police campaign apinst Allis osp•onage, 

The . . . . ts has reached a harsber 
hitherto limited to delalnlllg ~~ bef' mili'ta"" court 

. h trial ! 6vo civilians ore a • ' 
Phase w.th t e 

0 th t' na1 defenee laws of 
f · Under ena 10 

on charges o ospiO!Illgo.. 1 hi h •reason by imprison-
. · i! purushab e as g ' . 

Brazil, esp•onage f th defendants Ernst Holck, v1ce 
ment or death. One ·\ 

0 
before its fo,rced reorganization, 

president of Condor~ ~nesUnited States authorities of feed­
has long been suspec . Y German counter-blockade. 
ing military inforrnat•on to th~boim employee of Condor; 
Other defendants are Aft'oll!!O ~ plicated . and Piau to 
Aulete Albuquerque, the only womanpllDI ' 

·•• emment em oyee. 
Carneiro Mesqw ... , gov f th is inclusion as a defendant 

ted featureo cease . "- • 
An unexpec . resident of Pan Amenean =ways 

of Dr. Cauby ,A_r'BUJO, p uted to be a staunch upholder of 
Brazilian subsi~ry. Rep was suddenly arrested a short 
United States mterosts, h~ "gainst him have not been 
time ago. Details of the c arges 
made public. 
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ISLAND STRATEGY IN THE SOUTHWEST PACIFIC 

Two c&a,.. alter P-.i Rubor, tbe Ja,P&Oeee dilpatched • na•a.J tut lOf'cll &o ~ 
-.., GOber< l.taodo. Now, pro•olwod b7 <he lolartoeo' • Uodr - ,_ 

-..., u..,. ..... -..p~oc~ 11oe .... ,~~ora om-.. .. ...u. Mel .,. a-.q 
m p~ o1 oecup,tac hoatuti ro tbt EIUot Ialande. Vt.riou. ,...... for 

Jap.n ... IDt.erett. Ia tboM remote P*Clfto at.o.U. are ••plored lD the fo&whlc 
aurvey t b7 t.be Fa.r Eut.ero Beetloo of tbe Odloe of 8Lrateaic Servloet. 

~ CooridmJliooo 

Tho an-whlcb lbo Gilben aod Ellloe CJOUp p,_, 10 Toll..,.,......., 

em.te~~o nt.ber t.baa t100oom.lo. Even a people wftb • tlAQdard ot llYI.nc wQ • 
the JapantM enjoy are unU.hJy 1o0 covet t.be lelande.rt' menu of cooonut.l, PAnclulu. 

fruJ t , undoreb.ed pip, and museular chlckeoa; oor I• their output d oosm I.DJ' 

creat prtae, Flttb wat.t:r II IC&nty on theee barren &UIIle and Wete: lodeed, 
!be J-oeeupylocto,.. would ..... 10 b.U., lbo bulk ot Ito..._- 11, 

•betber or aot oo~'-'oQ oltood from the nadw• ...,. '-Or\ed too. 

Ja~ acd't"ft7 lG tbe 0Uben. &rea, In tbo:rt, D'Hillt be viewed ia tbt OOCIW:U 

of the wbole South Pie:lfto Da'faJ ttru.sgJe, tor tbo move bore appe.,.. to be but 0111 

of teveral the eoemy hN been matlna \.0 counteract, il poulb&o, tbe advu~ wt 

pined In oowpylna tho eout.bena 8olomo~:~~. Otben Include the oow abortJ .. 
dri~·• upoo Port MOI'CIIby vta Buna, 1.be relalot'Cih:leot ol JIOifUooa ttJII Wd la die 

--Mel t;ew Gut- lbo at...,p< 10 oiue -1101 ot U.. Cl>loa &nil 
lhrou&b tba capt.,. ol Mlblo Boy, aDd, loaUT, lllo -..pa~~o. ol lbo pllooplaow 

ial&adl or Nauru and Ooeaa, west or &be OUbe:rtt. 

T ho obJecUvee ol the lntiiLra\ion throu1b tha Gllb411'1.41 are, prt~umabty, tour: 

(I) t.o e.aa.ble UM Japan ... to ouLO&nk tbt Solomooa oo the oort.beut lldt; (2) to 

provldo ·-ID&- dowo !rom lbo J- - lo lbo Alanl>allo; m lo 
ertmd \be rup ot 1..,._.. ~ &ad J'ape.tM~~~t atta.tb OPM oar 

.appa, rociW.Ir<ICD; Lbe Uatttcl s~-; ud (4) ultimatef,1, pe.tba~ to tupport A 

bn-aUQut ot Ualttd. NaU001 buN lo &aaoa aod f1Jl. 

Do tht Ollbtrt. and EJUoe lalaodl, bowtvc.r, otrer tutrlcleM eMIW" for plao01 

t..od ablpe \0 &nat e all or a.oy or t.be above obJeeUvnfe&etblef 1l wouJd appu.r 

thu the matt they ~ ooatribu\.0 w the Japaoeee naval a Dd .U effort.,.. doc1:lslr 
I..Wdool .. v<qli&btohlpe,Mclat>ebonc•tor-wodftta-­

C!ODdiU... A few esUJ alrlldd. mfcht be bacbd OUt of lbf OOCJOOUt aod pudii.­

DOIIJ'O'Y ... but tbere&J>PMt -.o be DO .level ordeated.-.Jmm.odta&e~JraYIJWIM. 

.- JCilMt~ 

BiltDrica.llJo, the l'MIOD wby Ltw!! Gilberti aad EIUCIOI have rtw.iDOd tO llolatod 

a.od u.odtwt.~opec:t hu beell tbelr lad DO' lllllltltr o1 reeou,.. but o1 &ood huOor ud .... _..., ....... 
20 
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In t.h.ll l.nholplr.ab~ tettlo1, d1e MJerone.tao .. QUberkeo people rn• 
tuttaJo a. population among the~ deo•n for ft.t &rea Jo the world. Tbt DAU::::O to 
abou&. 28,000, or an average ot nearly 200 t.o &.he tquaro mile, In eome Pltce. : 
populaOon II repol1.cd to exceed 1,000 LO the aqum mUe. With the pro

1
,...;_ or 

medle.IDt the death nu.e hal (&Jlm away below Lhe blrth rate; Ovetpopl&la.tfoo 1M. 
beoome a pim reality, a.nd a fMtor Lo be takto into aecouat lD ~ U. 
lmplklatJo.n~ ol Jap&Dtee oeeop&IJoD. In U.. t.wo re&r~ ~teb' ~ 
tht war, tome 2,000 Ja.nd .. huoP1 OUbaru.e ...,.. moTed br Lbe Briu.b a~;~u.onu.; 
t.o IMW colooW. oa tbe u~bfted Pbon1a ltt..od. Ia aa &U4:1Dpc to~"­
prObata. 1'be wtu1e pnp•tt.tloa &t Lbe oputac ot lbe ~ toC.&Iled abovl-. ._. 
,.,_ ...,. oame 2$ W..., a '-dllll at Ja- aod ...V 2)0-
''balt4t.Wt." 

111t BUI« I.U.od. 

The Ellice bl&nda comprite nJne eoralllte~ aod at.olll, with a combined land 
area or ooly about 16 equa.re mUM. Fuoatuu, the moail lmportlllt unit t.~ Ult 
group, &I of atoll formation, u II Nukufetau; tbe olhcrt are of laland t)'))t, '1\e 
Ellice. are low, liko the Gilberti, but In sene.ral are moro fertile, The ua" ... 
are l'oJyote:lant who &rO kno"WO to have moved there froo:~ Samoa IOmt to.r 
O&Ot.u,._ back. Tbey oumber t.odA,y &bou\ 4,600 aod are IAer.ataa n.~. 
By 1G37 tat. w-bJ~ popul&Uoo bad f&l*' to two. The Wauds, lo fad....,.. 
rte~eDtly ck.ed b7 coverument order 10 wblt.e Yii.ILora. 

Ao(lowoli.U..a. 

Otoeu lii&Dd au.Ddt out. in toatraM to botb t.be Ollbtrt. and EIUc. to -.Yilt 
had a COCiitkltrablylarpl' D()O-D&tiYe population. JJd.oi the adm:i:clllralln cap. 
tal of lbt OO:bert and £Wee Colooy. It had, toD~eQuenU,, a blu« omd&J ..a. 
Bu\ tbe put. majority of noo-oatl•• wttt tmp~yed by tbe Bridtb PbOiph&Lt 
CommS.k)n. Tbe ialand if notbln.s mort than a barren, aunl>U:ed hump, about 
two and a baJI tquare milea In area, p<ltiOMius rich depoe:ite of oatur&l pholpba.tt 
roek. The oaUve Mlcrooeelan populAtion are relaUvet of lbe 0 11benett. and 
r~umOOr today about. 1,800. At. ~be end of 1038 thtre~ were alto UO white.. tloM 
10 700 ChiDCitO ladent.ur«llaboreft., ud about 1&0 Ollbert.ee.o laboren. 

CutUevu •nna ruehlac out MtON tbe reef from t.be phol!pb.ato wortdap ooot 
loadtd dON io .00,000 t.oos ot photpba~ annually loto t.be apeel&l vellell d tbt 
BriUah Pboepba&oe Coo:unl.eioo, whle.b \Ook It to New Ze&1t.od for u.o ul~. 

N&una, io the Wttl ol Oceu. it a.a ev.a rltber pboephate I5Wid. SomtwUt 
1a.rpr (aboul 8.& ~ll&re mUM lD area), lt. wu at ooo timt a Gmu.a .-.,. 
Al'-tr Lbt a....,.,, it. wu ukeo o.-er b7 Ort~at 8riLaia, AUIU'&I1&., aDd New z.tu4 
u a aaaoc&ated \.mitory, the retpOallbiUt.r tor ad:m.IASttn\ioa bei:a& ~ .. 
A"'troll&. ThepopuladooeompNoclt4 lt<Oal>outl,800 Mleto_N_ 
~\bet whb 100 wbiklll. 1,.$00 ChlDeM l&bort,., a.nd 30 Q.Dbe.neet 1lobofttL 
Tbe Britr.b Pbolpba.te Commlaloo coattOUtd tbe pbotpbaw. bore. t.oo; upot\1 
In 1038 to\aUecl about 841,000 tOM. 

TIN PINHnU llloltd. 

The Pboenb: JalAndt, farthe1' eut. are elaht.ln number, foul' beJns atol.l• and tbt 
otbo11 ooral JtleLt. Of taw. Pboeolx01, Ca.otoo and Eoderbury are held joiM.II 

22 

Regraded Unclassified
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