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BRitiSH !QSI Sp;Rif 
U.3. §f&JWt 

OPTii:L Np. m 

lntonaatioo recli•ed. up t.o 7 A.M., lat HovMber, 1942. 

A Honrosian oubolarine torpedoed a 31000 ton ohlp on th6 JJlth orr 
no'rthtMat NORWAY , the ehip r&n. ashore. One ot K.M. Deatroyera and so=o light cratt 
last nteht oneacod ~ convoy with destroyer escort ott BRitTANY 1n foggy weather. 
One of tho ohlpo woo aet on tire. On 28th/29th ~ feint lnndins ••• m&do by des­
troyers, motor torpedo-boats end landing o.raft weat or £L DABA. Motor torpedo boato 
clQ.Bed the boachee and wore engagM by shore bat.t.eriea and a1rcratt. We autf'ered no 
damace or caaualtiea. 

AT'fACJSS 9H SHll'PINQ. Durins the J dqo 28th to 30th October, 16 shlpe 
..,..., roper tod attacked by aulilro&rineo. In North llut.m Appro&cheo 6 ohlps (3 Brltllh, 
2 Unitod St<lt.a t.onkoro &nd one Nonrcston) wore torpodood in o - -bowld CCI<lVOJ S" 
Q."le Untt«< St&tea atrarater fro= an wtward bou:ncl ConYoy, ab Brlt.lab ebips aDd olt#!i -. 
Norwestan ohlp in ll'oot Ulantic, &nd a llnitod St.t .. ohlp in South IndUn Ocoan. 
A BTl thh ohlp ropcrtod overdue hoe err!Yed in pert. 

2. IIILITA!II 

JSn. JOth/Jlat. At 10 P.ll. a bricade or tho Auotral!en Dirtslon, 
support«! by United KJ.n.adom intantry tanka earried out a Jucce .. t\11 attack north­
eastwa-rd• towarda tbe Coe.at. Priaonore wore captured, moat.ly Qerm.n, and several 
eneQY poait.iona were iaolat.ed and are now behind our forward troopo. As theae can 
beat be cleared by night, no action was taken againet thoa during .)let. An· enemy 
counter attack on ) let mornina was diaperaod, 

~· 'fho Oarm.ans have rasumod t heir advtLnco in tho T£REX Sector of 
CA.UCASIA, havins e:ntorod NALCHIK and having udo 10.1%10 procroee eoutheaat. or that totrn . 

3. AIR OPfr!!ATIOJIS 

!!EST!I!H ~Jlot. Bostono att.ckod end hlt) pcW<~r otetlons, too 
fa ctor1oo ond plthoad o in tho LILLl!-BE1'110ll! Aroo. llalllnston• boobod <IID:!ll 
thro\ll!h cloud ond ll'hlrlwlndo attacked railway and othtr obJoctiv .. Ill f!WjCE. f'roal 
the10 and entl 0-boot operations, 2 llel.Unctono, J llblrlwlndo a Booton &nd 2 Splt­
hros oro alu!"'. Two plloto seta. About JO OMIOI' elrcrett, DLlnly fl.il>tcr-boobera, 
COI\ccnt ... t.ed on CAllf£RWRr in t.he late &ttornooa, wblle a turthor 30 opent.ed along 
tho ~ort.b IU.ltf Cooat. Our f'iibtero destroyed 6 &nd daMaod S, ecti,..lrcrett cia~ 
) dest.roy.ct and one c:laa&&ect, and balloon cON'tl.nd deetroytd M.Otber. "• lost 2 
Splt.rtrea. 

Jlet/ht. 22 aircraft wore oont oea lll!rU"' &nd 3 on intruder t pore­
t lona. Ono 11 a1ao1ng. 35 eneay ~ircraf't oporated in two W&VII ovor KDI·r and so~rH 
ZSS::X , of, t hich 15 now to CA!lTla'.BURY. Night fll!htoro dootroyed 4 including 3 by 
one pilot. 

~. 30t.h . Al.U.~ airerft.f't. e.tt;oakon anott)' moOb&nlclO. trL\nSport ano­
strQng pOinte in Uto btltt.lo a r eo. and bomb6d londtna grounde. F'our onemy aircrnft 
,.ere shot down, ono probably deotr oyed and 3 daM God. 7 mora wero destroyed and 6 
rlA111$80d on tho ground. l'fo lost 2 u.nd 3 c ra5hod. T;wo p1lota and one crow sate. 

m!ll!!A· )Oth. 13 llohawks •ttocked 3111/1!00 elrrlold on4 hlt the wlre­
los~S station. 

•. 1101!4 SIX: [!!UTI 

C,!J!1lJUlURX. ) lat. lloc:be dropped r.- lcm lovol couoed do• ge 
""hiorty in ro:.idtnt.l&l &He~ e.'ld s.ho~pina c entre. Cfl t.hoclral unda•rect· Caeualt.les 
:-eoort.ed : 25 killed , 56 r.er1oualJ 1 ounded . 

)let/11~. ~binL £~ttcr~ , ~~o not a·r louJ. Add1t.l~ caaua1-
t.1oa: 2 kilittl , U otJiOWily ""'unded . 
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GROOP 

Present: Mr. Bell 
Mr. Gaston 
Mr. Graves 
Mr. White 
Mr. Buffl.!lgton 
Mr. Thompson 
Mr. Kuhn 
Mr. Cairns 
Mr. Baas 
Mr. Schwarr; 
Mrs. Klotz 

Noveaber 2, 1942 
10:00 • •• • 

(Discussion off the record.) 

H.M. JR: We traveled ten thousand miles in 
seventy- two hours. The last twenty-tour hours we 
came three thousand miles. 

I think the trip was veey, very much worth li:lile 
from eveey standpoint . When we first got over there 
White and Bernstein we.nt right to worlc with the British 
Treasury on certain financial arranfementa. The fact 
that we were over there ga~ the th ng enough prestige 
that Sir Frederick Phillips had to give in. He bad to 
give in, and the Treasury had ita way. The Army was 
veey much appreciative tha t we cleaned that up in 
twenty-tour hours. 

MR. BELL: I saw the last cable and I saw the 
handiwork. 

H.M.JR: Five colonels sat around the table, and 
they knew no more about it than the man at the door. 

MR. BELL: I noticed a couple of phrases stuck 
in about protecting the United States after the war. 

2 
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H.M.JR: Harry paid his way on that one conference. 

We saw production plants. We saw the Spitfire 
plan ta; we saw engine pllll ts . I ,had no idea that these 
shadow factories were as modern and efficient as ther 
are. It ie perfectly amazing how smoothly they run, 
how well they run - the production, the continuous 
production. 

We spent a night wi th the English bomber Halifax 
squadron, one night with an Ameri can bomber squadron, 
a day with an American P-38 squadron, a day with the 
famous Poliah Spitfire squadron. When they see a 
German they fly square at him, and it he does not gin 
way they just crasll him. We saw the •ery latest Spit­
fire, which is better than anything that the Germans 
have . 

The English have complete control of the Channel 
and fifty to a hundred miles into France where they have 
arranged with the fighters - I mean they conpletely 
dominate that thing. I .mean they send their convoys 
through tha Channel in the day time now instead of at 
night ao they won't get into the mines. You see, they 
run them through in the day time. They have complete 
control of the Channel. 

We saw the American Army. It waa surprising - in 
that part which we saw the aurprhing thing is they 
have sent the boys over wa7 i.n ad•ance of any of tbe 
equipment. That goes for the planes, too. The planes 
come t~ere and there are no pilots, nothing to back 
them up. They fly thsn over with bombs, and that i a 
about all. 

The men a re way in advance of their equipment. 
I mean this business -they stretched the thing to 
the limit. White can tell you. 

I had an hour with Bevin, and to aum up what they 
have done, when they first started the war they had 
seventeen million people at work. They put five million 

3 
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in the Army end still have seventeen million people at 
work, which i s an amazing record. Those are roughly 
the figures , aren't they, Harry? 

MR. WHITE: Roughly, yes. 

H.M.JR: And White went over to Bevin's office 
and spent a half a day - that is the manpower man -
and got that report, which is excellent. 

4 

I went to a hostel where the girl workers were who 
are moved from one town to another. They have a very 
narrow room, but they have their own bed, bureau and a 
closet - but it is their own room. It is clean. They 
are built so simply; they just have sort of a brick wall, 
maybe a little plaster over it or maybe net. But it is 
clean, and each girl has her own room; the place is 
iDI!laculat e . They have showers and bathrooms, and they 
have .an amusement hall where they show motion pictures, 
a writing room, a library, a game room. 

One of the girls who worked on the machines and 
who lived there said that after she paid everything, 
all deductions and everything, she had five pounds 
left over - I mean after paying for her food , he~ room, 
taxes, insurance, ev~rything . 

MR. BELL: Is that a month? 

H.M. JR: A week . 

MR. BELL: Twenty pounds a month over? 

. H.M.JR: Five pounds over after she paid for 
everything. 

MR. GASTON: They are p~ing extraordinarily 
high wages, aren't they? 

H.M.JR: That is what they 'get, net . 

MR. GAS'IDN: Of course she has to buy her own food 
out of that. 
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H. lo! . JR: No, not her food. Attar her !ooil, her 
place to sleep, her deductions from her salary and 
everything else ehe had five pounds a week left. That 
wa~ in the Bristol factory where the girle work on the 
machines. 

MR. GASTON: Ther are really paying high wages 
there, aren •t ther? 

H.~.JR: And of cour se these girls are moved 
!rom one town to another, and ther get apecial food. 
I mean they get meat and plentr to eat. But if we 
tried to build a place like that here we would have to -
I don •t know what they cost, those buildings, per unit 
or per square foot, but it was just the bare wall . But 
each girl had her own room instead o! like here in 
Washington where ther sleep four in a room and twelTe 
girls use one old- fashioned bathroom, and that sort of 
thing. But everything is very, very clean. 

And i t is the same with the city-run lunchrooms. 
We went to the city- run lunchroom at Portsmouth. We 
got soup , meat , beef or wha tever it was, and two 
vegetables for nine pence, and the man said he made 
money on it. That is cheap - ni.ne pence . If you wanted 
a sweet I think i t was three pence more. 

The thing that surprised me - I don 't know how it 
was when Ferdie was there - was the great acttJitr: 
people on the streets, busses running, taxicabs running, 
people shopping, the place humming with life. 

I don't know bow it was when you were there. 

MR. KUHN: Of course it was too early to see the 
effect of the war. 

H.M. JR: It just hums - the theaters full , 
restauran t s full. You can't sq, Harry, that at any 
time you did not have enough to eat , can you? 
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YR. WHITE: No, no, there seemed to be adequate 
food . 

H.~I.JR: Of course we were not fair examples 

because when you eat with the English 1.nrf or the 
American Army you eat plenty. They han everything 
except oranges and lemona, but they have plenty of 
English apples , English pears, English grapes. They 
all have eome little wrinkle, a pig club that they 

belong to, or they have a few chickens. Everybody 
has a little wrinkle, something llhereby he gets a 
little extra. 

Of course the factory people - I did not go into 

a 'llhi te collar worker's home, but the factory people 
definitely get plenty to eat, although they are down 
to ten million tons importation. But they definitely 

eat all right. 

I think the thing which would interest you tbe 

most is my own feeli~ that Hitler has seen hie high 
water mark; tbe t the worst is behind us, and it is not 
going to be as long a war as I thought it was. I am 
very, very much encouraged . 

MR. GAS'IDN: Are you? 

H.U.JR: Now, in the ro(lll here , I mean I think we 
ought to be able to lick those fellows in '43 or '44, 
because the English are eo much further advanced than 

I dreamt. I mean their production is simply amui.ng -

simply amazing. 

ltiR. GAS'IDN: I have been counting a good deal on 

this factor , that our troops that are coming along are 
new and that the German troops have had so much war . 
!olen wear out on continuous fighting. Their t roops must 

be getting pretty stale now . 

H. JA.JR: I don't know about that, but I have come 

back definitely feeling that it is going to be very 
much shorter than I thought. And given proper leader-

b 

Regraded Unclassified



- 6 -

ship - the English hs ve made thel r mistakes, recog­
nized the mistakes and profi ted by them, and that is 
the important thing. This thing of calling the English 
a decadent race is just the bunk. There is nothing 
decadent about their leaders, the ones that they have 
now. I tbi~k I saw practically everybody. Don't you 
think so, Harry? 

WR. WI«TE: Yes . I don't think the English people 
are in any sense on the. do'lll grade. It may be a 
different story 1li. th regard to the Empire, but so far 
as the Ehglish people themselves are coocerned there 
is nothing to indicate they are not doing a first- rate 
job. 

H. J.l. JR: Do you agree with 1111!? Do you think I 
am overenthusiastic? 

. IAR. WHITE: No, I got much t ire same impression. 
I think they might like your comment on women, which 
you were eo impressed wi th - the women in industries. 

H.ld. JR: Of course mat the women do in the A.rmy 
and the Navy, it is just unbelievable. The night we 
left London, for instance, we went into a station at 
eleven- thirty at night, and the trunks and the baggage 
are handled by women. The anti-aircraft - the women 
do ever)'tbing but the firing of the gun. Thq are out 
on the most lcnel1 posts. 

For instance, the RAf is the same. '!'here are 
three different women ' s services. The RAF have cne, 
the Army bes another, and the Navy has another. But 
certainl1 all the hou~ekeeping is done by the women. 
I mean they colq)letely cook and clean and do it all, 
and all the office work. 

Then there is another group that rune heavy 
trucks, does the barrage balloons, delivers the mail, 
runs the busses . 

7 
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MR. VIH!TE: They are dispatch riders along the 
highway at night. 

H.lo!.JR: And use Ja)torc;ycles. We came do'II'JI to 
Portsmouth late at night and a woman dispa toher met 
us to tske us to Admi ral Lit tle's . 

l{R. WHITE: You could not tell that they were 

women . They dressed like men and wore a crash helmet . 
In fact , I missed some opportuniti es-- (Laughter ). 

And there h no hurrah about it . 

H.M.JR: I mean, as one person put it , they don't 
look at the back of a girl' s leg. I mean they treat 
them like men, and they want to be treat ed like men. 

There is no nonsense about it. 

Now, the interesting t hing ie that the officers 
say they want these English women in their camps 
because it has a wonderfUl moral effect. They say 
the men dress better, spruce themsel ves up, and they 
act better. Where you have the women running the 
camp the camp is much cleaner than where the men run 

it . 

YR. GAS~N : There is less coddling of the men, 

leas self-pity. 

H.M.JR: And the food is cooked better. Now, these 

girl s are supposed to work - I think it is fifty- seven 
or fifty- nine hours a week that they are supposed to 
work. But they all said tha t they stopped working when 
the job was done , and it is usually from six in the 

morning unti l eleven at night. But the thing that 

we can ' t understand is that t hey don •t t reat them like 

women . 

VR. \HI TE: Barracks were just like men' a -
orderly inspecti on._ no folderol. 

H.li.JR: We went through these women's barracks, 

llll.lcb to the amus e11en t of the coiiiiD&M.er of the RAF 
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Air Corps, who had never been in one before. v:e had 
t o try three times before we could find one where 
there weren't some women in bed . Finall y we found one 
where there was just one woman in bed, and they said, 
"She is in bed but she won't know we went through 
inspecting anyway." But I mean I can't explain to you 
the fact that these 11omen, doing the work- they don't 
do it as women, they do it as workers, as members of 
an ar1111· There is no self-pity. Of course they do not 
have the time to dress themselves up, or anything like 
that. But you go do~~n a mile-long line of machine 
tools and find woman after woman working on the 
machines. 

Lffi. WlnTE: Some of the women were making machine 
tools, too, which is a very highly skilled industry 
here. That surprised us. There were many tending 
lathes, too . 

H.M.JR: If it were not for the women England 
would cave in toda;y. England toda;y just couldn •t -
if the women were not doing wbe.t they are England 
would collapse . 

MR. GASTON : 
isn't it? I mean 
fighting forces. 

That is a social revolution in its elf, 
this new employment of women in the 

H.M.JR: But until you see these people - I mean 
you see a woman here, if you will excuse my swearing, 
these damned WAACS, and all this saluting, these pretty 
uniforms, and some fancy designer- I don't know, some 
man, a fancy designer, and all the rest of that stuff. 
There is none of that over there . It just does not 
exist. It ie a hard, tough job; and do those people 
hate Hitler. You don ' t have to have any posters or 
propaganda - they just hate his guts, and they •ant to 
get at hi m. 

MR. HAAS: I suppose the severe bombing they 
experienced over there had a lot to do with bringing 
that about. 
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H.M.Jk: Oh, sure. Well, George, at Dover twenty 
miles away you are under the guns. 

I.IR. WHI TE: There was one day when the Secretary 
was down there that the planes came over - not in the 
town you were in but very close to it. 

10 

H.l!.JR: Right after I arrived at this air station, 
and they had just sent two P-38's up and said there was 
a German overhead. Just before I came in be was over­
bead . They come at these terrific heights in the day 
time . 

l!R. GASTON: They are not sending women out with 
the expeditionary forces , are they, for cooks and so 
fo rth'? 

H.M. JR: I understood they had women in Egypt. 

MR. KUHN: They have had the there from the very 
beginning - about three years. 

MR. WH!TE: But it is queer that they take women 
from some areas and just send them to other areas ~o 
work in ammunition factories. They do not even have 
much choice - in moat cases no choice. She is notified 
she is going to work in such a place on such a date, 
fifty - aix hours a day, will live in barracks. She 
cannot leave her job. She may go from the south of 
England to ldidlanda or Scotland. They are moving 
thousands of them. 

H.M.JR: This is most peculiar. They had a 
chocolate factory in Scotland. They closed the one 
around London and left the one in Scotland open. I 

, said, "\',by'?" They said, "The one around London is 
efficient so we thought we would use that management 
for something else and we would let the inefficient 
one run while the cocoa lasts. " That is an entirely 
different conception. I mean they let the inefficient 
one run as long aa they had the cocoa bean, rut the 
efficient one they closed. 
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What is the big chocolate tactor;r in England? 

MR. KUHN: Cad bury 1 s. 

H.M. JR : The;r have closed that and put it on 
munitions , but t he ineffici ent one at Sootland t he;r 
left open. 

But when ;rou are t be re in London - believe me, 
I did no t write one thing down. Between the various 
American and English espionage and counter- espionage , 
how tbe;r do sp;r on everybody. So the best wa;r was not 
to write an;rthing down. 

MR. WHITE: There is no maid service except in 
the very extremely wealthy homes. 

H.M . JR: And it is oold . 

~IRS . KLOTZ: Vlhat happens in the hotels? 

MR. ~RITE: I n the hote l s that we had, with t he 
exception of one , the service was good . 

H.M,JR: Oh, it was cold. I mean the rooms wer e 
about fifty- t wo. 

l&R. BEll: Damp, too, I suppose. 

- B.A.!. JR: The coldest plaoe 
Island, though. That hotel was 
at a place there to have lunch. 
~as about the coldest place? 

of all was in Limerick 
something. We stopped 

Don 1 t you think that 

MR. WHITE: It was extremel;r cold . 
impossible to ge t warm from the outside. 

I t was 
(Laughter) 

B.M. JR: I was wi th Churchill three times, once 
on a trip to Dover, once at lunoh, and once for 
dinner. He was in good form every time except the 
night his wi fa gave him a supper he did not like and 
so he did not talk all thrrugh supper. She says, "I 

11 

Regraded Unclassified



- 11 -

am aorr,r, dear, I could not buy any fiah. You will 
have to eat macaroni." Mrs. Roosevelt was ai tting 
right there. Then they gave us little left-over bits 
made l.nto meat loaf. The first two d&¥S on the flight 
I bad I. t here (indicating) in great big lump a - the 
whole time. I couldn't get rid of it -just like a 
atone. But otherwise he was in good form. 

They gave me about an hour ' s notice to go because 
the North Atlantic shut down. The next day I was to 
see Smuts at quarter of ten, call on Anthony Eden at 
ten-thirty, and lunch wi tb Sir Stafford Cripps , and 
somebo~ was to he ve come to a ee me • That was the 
last day. I had to call it off. They just aaid I 
had to go or else get stuck. 

MR. ~TE: I think they would be interested in 
your view of the intenai ty and aeriouane sa ' and the 
toughness with which they are training their soldiers. 

H. Y. JR: Tell them, Harry . 

MR. WHITE: 
naval a chools. 

We saw several battle schools and 
I 

MR. GAS 'ION : British? 

llR. WRITE: British. It may also be true of the 
Americans. I did not see it. They put them through 
the kind of training 'llh ich simulates battle condi tiona 
very closely - live ammunition, firing very close to 
them. They work them terribly bard. They go through 
the hardest kind of thing, climbing over obstacles , 
crawling through underbrush, rushing through md and 
wate r - fast and hard so that you get the feeling that 
those men are having splendid training, if that is any 
ori terion . 

We were very impressed with the way they have 
the men practice gunnery at the guMery school. We 
saw several different things, but typical of the sort 

l l 
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of thing is thi a. We watched a gun crew in action on 
a big gun. You stand outa ide and look through, and 
it ia juat like a gun turret. They go through all the 
motions, shoving the ammunition, orders given, and they 
throw bombs in that thing . 

H.K.JR: Under their feet. 

W:R. \ld:IITE: Yes, under their feet, end they explode 
behind them and it is filled with smoke and e.normous 
volumes of water rush in over them - salt water. You 
get the feeling exactly. It is dark, terrific noise, 
rattle end roar. 

MR. GAS'ltfi: Naval gunneries? 

MR. WHtTE: Yes, and things of that kind. They 
say they tr;y to dupllc ate as much as possible the 
actual battle conditions , and they certainly seem to 
approach it . 

That was true of the Army, too. I remember at 
one point - ;you see, you can see the machine gun bullets 
because of their trac~ They were attacking an 
objective , end those bullets did not seem to be five 
or ten feet she ad of the advancing men. 

H.K. JR: Tell them how old those soldiers were. 

MR. WHITE: In this particular place the 
soldiers were·not in the !~y. They were pr~liminar;y 
to the Army. 

H.K.JR: So- called "Young ::iOldiers" - seventeen 
years old. 

MR. WHITE: This particular training was for the 
purpose of giving the brigadier generals who were 
working out certain tactical arrangements - using 
live artillery and what not. You get the impression 
there is no play, there is no make-believe, no hurrah, 
no nag-waving. 
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R.I.!. JR: They had a barbed-wire en tanglement. 
They !i rst do it the wrong way. These fellows are 
born actors. It was the Ill) st amuei ng thing. They 
do 1t the wrong way; thay put the gun down thew rong 
way, and everything. They had me so reaming wi tb 
laughter. They go thrrugh and oome to this barbed­
wire entangleme.nt. This fellow throws hie body on 
this barbed wire, five fee t high, and all these other 
soldiers run across this, with their bob-nail boots . 

I&R. WHITE: He flung himself on it, outstretched 
flat, to bring the wire d01111, and till! men with their 
equipment and bob-na.il boots run over him. This is 
Just training. 

H. M. JR: Harry , give me a dia ry tonight , can 
you? I an seeing the President tomorrow, and if I 
had the diary of what I did that would give me some­
thing in my band . 

I&R. WHITE: I wi 11 have it for you . 

H. l.l . JR: I me an just the places tb&t we 
if I could have it by nine toJII)rrow Jll)ming . 
can remember these things. 

went , 
Then I 

They have cne thing there at this naval school. 
We stood up on a platform and saw five thousand naval 
sailors in review, and, by George, tbq were fine ­
looking people. 

MR. WIDTE: They were going to be sailors, not 
offiC)ere. 

H.!.I.JR: Then they t ook us to a place where 
these planes dive-bombed on you and they shot at them; 
and in behind they had a complete reoord so they could 
show if they had a miss or. a hit. That is run by girls. 

Then one of the most interesting ttin~s they 
have at the naval school - of course I don t wan t any 

... 
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of this repeated outs ide of thl a room, please - they 
have a dome , and you go i n there in the dark and they 
throw on the ceiling, through moving picture , an 
al rplane. You get the complete sensation. '!his air­
plane is diving at you , and the fellow is the re with 
the gun and he shoots; and through a camera moving 
picture if he makes a hit a yellow smoke comes up on 
the ceiling. It is as complete as though it was a 
real thing. Also you get the noise of the machine 
guns. So you ge t the noise, you see the thing coming 
at you , and it looks as thougb it is coming on you, 
although it is actually on the ceiling. If he hits 
the thing there is yellow smoke. That is the way t bey 
train them. 

Then they had another th ing at the naval school . 
We stood on the bridge in complete darkness. You see, 
they locate the ships through radar . The men stand 
behind you . You are on the bridge and the wind comes 
in your face and the bridge shakes and the gun flashes . 
They glve the orders and they go through a regular 
battle, all in complete darkness . 

As far as I know, we don' t have anything like 
t ha t in our Navy. 

Then this so-called battle school wher e they go 
through thi a thing with H ve 8JIUJWliti on - the 
brigadiers don't do it themselves . They have forty-
five brigadier generals there. "ll'e went to school 
with them for the whole day. But they say that they 
do bring people sometimes and put them right through 
the thing, although while we were standing on this 
hill observing you could hear the swish of the shells 
going overhead. The guns were about two miles behind 
us , and they were firing right over our heads. 

But these British - am I right , Harry? - twice 
a week, they tol~ me, thef walk them forty- five miles -
these Qlglish soldiers , w1th their packs. 

IlkS. KLOTZ: For ty-Ii ve miles? 

1~ 
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H.M.JR: Forty-five miles . 

){R, KUHN : Our people do twenty-five, twice a 
week. 

H.M.JR: They do forty-five. 

How many people t n the room know that t he only 
organization working with our Army is the Red Cross? 
Did you know that? There is no U.S.O. allowed over 
there . 

MR. BELL: No. 

H.ll. JR: No Knights of Columbus, no Salvation 
.lrmy, - ell Red Cross. In the field they are doing a 
lousy j ob. The Red Cross never was trained for this 
kind of work. I saw in the paper today that lirs. 
Roosevelt wen t to the place . It did not mention it, 
but described it. It said she had tea with Mrs. 
Theodore Roosevelt, Jr. I told her to go down there. 
You go into a dingy hell, a room three times as big as 
this; there are six ohai rs in the Ylhole room, with 
soldiers sitting around the fire, just huddling there. 
They had a little room where they were trying to make 
doughnuts ; a girl burned her ann on the slove. They 
had nobody so they borrowed English nurses' aides to 
help them. 

In London everything is lovely; outside London, 
terrible. In London it is a beautiful show, but 
outside it is awful. I know Mrs. Roosevelt is going 
to tear it apart before she gets through because she 
will see it. They are doing a lousy job. They say 
they can't get thi s, they can't get that. 

I spent a day and a night at the bome of 
Brendan Bracken, who cells a spade a spade. He is 
the Minister of Information. He said the English 
Y.M.C.A. is ready to do the job and look after our 
soldiers . But the Red Cross won't let them get in, 

J.l 
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just keeps them a t arm's length. 

He took me to the home of a very charming woman, 
a neighbor of his , Who is a local Y.M.C .A. worker. 
She took me out in the kitchen and the place was full 
of food, candy, cigare t tes - stuff she was taking from 
camp to camp. She is not permit ted to go near an 
American soldier. 

l!R. KUHN : Does the Red Cross keep our other 
service agencies out? 

H.loi.JR: Out entirely. 

1( 

ltiR. BELL: That must be a War Department or Navy 
Department decision . It can't be a Red Cross decision. 
It is a question of transportation , I s.~ppose, and only 
one agen cy can go . 

H.M. JR: I saw a number of people that I will tell 
you about afterwards . The last I saw was Mrs. Balfour, 
whose husband is English Minister in Portugal. They 
live in the same square. · 

W!. KUllN : I know Jack Balfour. They were 
neighbors . 

H.loi . JR: If you don't mind, she gave me some 
I talian airsick medici ne. I took i t . I didn't mind. 

MR. KUHN: He was in charge of the American 
section at the foreign office and had never been to 
this country. It was t errible . 

H.M. JR: She is very ni ce. 

~lit. SCHWARZ : Did you talk with the Fighting 
French people, Mr. Secretary? 

H.loi. JR: No. I had this meeting llhich I was 
going to have, with Admiral Stanl.l!y to be present, 
becaus e they were all kind of nervous about the Free 
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French. I would only do it if Admiral Standley would 
be present . He is looking after DeGaulle. Nobody wants 
to have anything to do with him. They are all soared 
to death of him. Just now Admiral Standley is doing 
l.t. 

18 

Here is one little human interest story. When I 
had lunch with the King and the Qleen alone, to make 
conversation , bein~ an apple grower, 'llhen they brought 
in apples I asked 1f they had Cox 's pippins , which 
happens to be the best apple. The Qleen was vecy much ,•. 
upset because she could not produce it, and the next 
day this note arrived and some apples. The package 
was marked in her own handwriting, too. I think she 
is an amazing wol!I8Jl - an amazing person. 

When we got through the King walked me down about 
a mila of hall to the front door to see me out . There 
was one servant present, that is all. 

Poor Mrs. Roosevelt, I visited her at the Palace. 
She had four bedrooms and she could not find apy light 
switches. She had Miss Thompson another mile away. 
When we wen t there at night to call on her - there is 
this big courtyard and you go in, there is complete 
darkness , and nobody in the 'llhole courtyard. I went 
from door to door trying to get in. (Laughter) 

liR. WlnTE: Finding out whether the King lived 
here. (Laughter) 

H.~!.JR: And finally I knocked at a door , i t 
opened , and it happened to be the right place. So 
14rs. Roosevelt said, "I have not a torchlight. I 
can't find the switches. " Yra . Morgenthau had given 
me a little torch so I gave her my torch . 

I had another experience. Not having this 
torch, the night I called for her to take her over 
to Churchill's I borrowed an Arm,y to reb. I came out 
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with Mrs. Roosevelt on my arm and this torch, which had 
no cover on it - it was just loaned to me by the Army -
and this British policeman says, "Don ' t you know you 
are supposed t o" - I didn't say a word - "What are you 
doing with a torch like tha t - oh, !drs. Roosevelt! " 
(Laughter) 

I saw Elliot Roosevelt over there. He is in char ge 
of a squadron of phot ographic bombers. 

I went through the Air Corp s secret operational 
room. I went through the RAF operational room; and I 
went through the English War Department operational 
room. So I had three different chances to check, so 
I eaw plenty. 

The thing that pleased me as muoh as anything was 
a little speech Churchill made at Dover, in which he 
told the crowd I was the man that gave them the hundred 
thousand rifles . 

MR, KUHII. : That was on 'the ticker. 

H.ltl. JR: I wan t to see that. He now fo r the 
f'i rat time knows what I did to help. v.hen he was 
over here he did not know. He knows now. Bracken, 
to go one better, calls it a million r ifles . He just 
wan ted to make it --

MR. KUHN : That is the way it came over the tape. 

H.II.JR: It was a hundred thousand , I think, but 
~rendan Bracken made it a million. He was perfectly 
swell. I was really worried about that one and only 
press conference. They sit you up on a dais . I mean 
I had no thing to do with it. The Army arranged it . 
They said there were three hundred, but there were 
about ninety or a hundred press peopl e. They have 
this room, and I sat here, Brendan Bracken here , and 
the man for the Army in char ge of' information here. 
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Brendan Bracken introduced me with a little 
speech, and like in a radio hall to tell them to 
applaud be goes like thi s before I a tart speaking 
(lnd icating) , just ll.ke on the radio. The only 
people that bothered me there ~ere some foreign 

correspondents who kept preasi ng on something abo·ut 

the Atlantic Charter. 

J,ffi. Will TE: Quality of aaori fi oe . 

H.!.I . JR: Yes. I have not seen it, rut Krs. 
Morgen thau said that Daniels of the London Bureau ran 
a little dirty story. He came up right after the 
press conferenc e and shook hands with me and asked 
i f he could come and see me. I said, "Yes ", and then 
he evid ently - it was true what he a&id. I haven ' t 
seen the story. In the middle o£ it I turned to 

Brendan Bracken and in a very low voice said , "Am 
I doing all right?" 

Bracken could not have been nicer, and he and 
I hit it off right from th~ begin.ning . 

lo!k. GAS'lm : The main Times story was all right . 
It was i n their fl.rst edition. There was none of that 
stuff in i t. Then there was a paragraph in later 
editions that had that in . But there was no editorial 

criticism, no bad rea ction in any respect that I saw 
except that one little thing; and then the story in 
Time about the financing which they got from somebody 
in Wall .Street. 

H.M. JR: Do you know when I r ead tha t? 

KR. GASTON : No. 

H.M.JR: The air .mail edition in Puerto Rico 
yes t erday. But that rolled over. · 

KR. GAS'I'CN : The same day I sent you t hat 
messa&e there was a cartoon in the Evening Star which 
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certainly was not unfr iendly. It showed Bob Doughton 
and Vral ter George, and Walter George was telephoning 
to Churchill , saying, "llorgenthau is coming over 
there. ~atch your shirt. " 

H.M. JR: You cabled that . I told that to 
Churchill. He did not seem to think it was so funny. 
(Laughte r ) 

· MR. KUHN: There was a full-page editorial in 
Business Week on the financin g. It was just as good 
as the one in 'l'illl8 was bad . 

H.M. JR: They are wild over there about Luce; 
they hang him up. They bad a full report on Luce' s 
press conference t hat he bad with the British snd 
the Canadians, and they were so pleased that the 
Canadians and the Australians went after him. I 
think if Luce went over there, in the night somebody 
110uld sti ok a dagger in his ribs, not only on his 
letter in Life but parti cularly on the story he ran 
about the Canadians troubled with the German 
prisoners in Canada . 

MR. GASTON: Yes, in Time. 

H. li . JR: That bothered them the llJJst of' all. 
Th~ t hought tha t was just vi cious. 

MR. GAS~: They are getting to be so wildly 
irresponsible in tha stuff they write. 

H.ll . JR: As a restil I told them about the 
debate between lira. Luoe and this other woman 
correspondent . 

MR. SCHW!Rl : Vivien Kellems? 

H.M.JR: No, no . I c abled for that. I cabled 

21 
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to SUmner Welles to get a copy &nd eend it over to 
Churchill . He wanted a copy or tha t debate . 

But this fellow Brendan Bracken, be knows the 
mernb8rs or our Cabine.t as well as anybody in this 
room, and be tter. Vfuat information! Do you know, 
Fsrdie, what they do? Every day they digest any 
cr iticism of this country and it comes over by cable. 

MR. KUHN : I have seen it. It has been done for 
more th&n two years, and very well done. There is a 
daily and a weekly one . 

H.M. JR: And Winant sees it if there is anything 
particular. 

MR. KUHN: I think Luce ie feeling the effects 
of that very much, and even Willkie is giving him 
hell for it . 

H.J.I. JR: They just l oathe him and they loathe 
Clare Boothe. 

I think of all the trips that I have made this 
was the most important and most useful and most 
cheerful. 

UR. GAS'roll : Educational and inspiring. 

!I. II:. JR: And cheering because I got a feeling of 
what the future of the war is . 

22 

lo!R. GAS'roN: Did you get any reflection about 
what they think the American effort amounts to, whether 
they think we are doing fairly well or pretty lousy? 

H.M. JR: ~fuat do you think, Harry? 

MR. WHITE : I think that they feel , on the whole, 
that we are traveling the same road they did, making 
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the same mistakes t hey made , bu t are coming along fast. 
One got the impression that they were , on the whole, 
satisfied. Now, whe ther they were just be ing kind -
they might well have been just being generous , but I 
did not ge t the feeling , talking with a number of them 
on the matter, that they felt at all bitter about it. 

)ffi. GASTOO : Did our troo9s look like pretty 
good troops - our troops that are 01 er there? 

H.ll.Jrt: Those that I saw looked fair. I saw · 
some that had only been in the Army six weeks. 

llR. GAS'llll : v;e have not lo3t any men taking 
them over to England, have we? 

H.M .JR: I don't t hink so. 

MR. BELL: I think they announo ed that we had 
not - the Navy announced it. 

H.M.JR: The re have been some planes lost which 
have not been announced - bombers; but as far as I 
know, no ground troops. 

MR. ~~mTE : The chief thing that annoys the 
ai rmen is that t bey want t o ge t in to the fight 
every d~ . In fact, if they have to wai t for good 
weather it is very annoying to them. Bomber crews 
expressed that time and again . 

VR. G AS'KN : Our men? 

WR. VIRI TE: Yes. 

MR. SCIIVIARZ: Ground troops have said they ere 
eager to get fighting, too. 

H.M. JR: They have very few d8¥S in a month at 
this time of year that t hey can bomb in the day time. 

llR. GASTON: Our troops are not equipped over · 
t here ye t to fi~t - any exped itionary work? They 
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haven't got the material for it? 

H,ltl. JR: I don't want to answer that , if you don't 
mind. Anybody else? Did we overlook anything , Harry? 

MR. VdiiTE: No, I think you mentioned the im­
portant points. There are a lot of other things that 
will crop up because you saw so muoh. 

H.M. JR: ~ch as?-

liR. v.mTE: But those are the main impressions. 

liR. &:IIW!RZ: Would you give a ome of yru r 
impressions on the radio? NBC--

liRS. KLOTZ: And Columbia . 

H.M. JR: NBC asked me to do it in J::ngland. 
My inclination is not to. 

MR . SCHWARZ: There are a number of reasons why 
some of ua feel it would be helpful. Various little 
sniping things have been going on during your 
absence. We feel it would look ahead now towar~ 
th.e future, to just ignore all of those and tell 
some thing about our 01III plans and use tbl. a as a 
springboard. It was a full trip, a lot of ob­
servati ons. There are a number of things that can 
be told without disclosing any secrets. It is a 
matter of timing; we think it would be a good time . 

liR. GAS'ION: I think it is Elmer Davis's job. 

H.ILJR: Did you see what Is aid last nig)?t 
when I landed? 

MR. SCHWARZ: That read well. 

H.M. JR: I don't know where today ' s press is. 
I said I was coming back very muoh encouraged, and 

Regraded Unclassified



- 24 -

I particularlr w111ted to expreea 1111 adllll.ratlon for 

the WCIIUII in England at work. Then I said I aaw 

Harrilll&ll. 'l'be7 asked 111 whether I aaw Harriman. 

25 

I don't know. How do 7ou feel about it , Herbert? 

liR. GAS'laf: I don't juat see it for the p1rpose 

of t&lking about your English trip. It it ia connected 

with a talk on some thin.f else that has to do with our 

own work where the Engl. sh observations would he ve a 

bearing on it 1t would be. different. 

KR. SCIIWARZ: That is what I have in mind. 

H.)(.JR: Well, I th ink we had better "think about 

1 t prettr carei'ullr. K;r own feeling - the thing is, 

really, thet encybody comes beck and makes a talk 

about what he saw in England. I don't know. I juat 

think wha t I said lest night about encouraging, 81\d ao 

forth - we oen think about it. I hne got acae new 

ideas , anyway, that are quite revoluti onacy that I 

want to talk about. I want a different a ttl tude. I 

would Just as soon s~ it now. 

I think tha t rou people, with all these various 

agencies, war bonds, and everything else , have got 

to do mora about building me up in what I do. After 

all , when solllething goes wrong it is not Kr. Grana 

or War Bonds or Mr. Odegard or )(r. Eccles or Kr. Bell -

it ia Heney llorgenthau, Jr. who has to take it. VIe 

have all of these different agencies. Heretofore I 

have nner felt it, but I fe el that I want to have a 

serious talk. I think that rou have to use these 

va.rioua tunc tiona in the Treasury to build me up as 

a person as Secretar;v of the Treasur7 so that you 

get the idea over. I mean like Time s~ing that I am 

an Ul&teur at fin encing after nine ;pe e ra end all the 

rest of that a tuft. But I think if 70u don't do it 

the benkera,who wan t not two and a quarter but four 

and a half like ther got in the V'.orld Wllr, are going 
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to keep getting after 1111 and after me because I am 
taking the cream off the coffee. They don't like it. 
I am going to send for sO!m! of these bankers and say 
that if they want to play rough I can play rough, too. 

But to offset this thing through the many, many 
contacts we have, through the press and the radio, 
and so forth and so on, I want to sit down with solm! 
of 7ou people and think about the various ways of 
definitely building up not me personally but the 
Secretary of the Treasur1- in order to offset this 
thing so that we get sane kind of a following. It 
is a thing lObi ch has never been don e. I think we 
are going to have to change our technique entirel7. 

YR. SCHW!RZ: There are definite evidences of 
an organized campaign on the part of these bankers . 
We need a resistance. 

H.M . JR: We need a resistance to those attacks. 

!.IR. BELL: I don't get that. After that first 
day it all died down. The7 have accepted this two 
percent, and I think you are all wrong about !hat . 

WR. SCHWARZ : Bankers and tax people. 

YR. BELL: There are some dealers that gave us 
a dirt1 dig , but I think the bankers have accepted 
this two percent. Every one of them that has come 
in to see me since your press conference said that 
you are right and want to stick to it and said, "Don't 
let anybod;y get you off that track. " 

H.J.I,JR: Has anybody said so in a publication? 

MR. BELL: No , but I think they are willing to 
say i t. Burgess came out this week--

,.,---- ----
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H.M.JR: 'l'bat is the point . Kuhn or somebody should 
go to somebody like Eccles and say, ''Will you 'lll'ite an 
article and say the Treasury's policy is right?" or go 
to a lWl like the president of the First National in 
Chicago and say, "Are you willing to say p.~bllcly that 
Morgenthau is right?" \'le have got to do the thing 
differently than it has ever been done before, I 
can't go around and say - I am not going to run for 
office , but I want to continue the next two years with 
success. In order to do t he t hing, Kuhn or somebody 
has to go to these people and get them to <*l tha t kind ... • 
of thing, or Vince Callahan could get somebody to go 
on the air. I mean it should be done so it is not too 
obvious or done in such a clumsy way that the thing 
rebounds. But you have this sort of a publicity group, 
ha ~en ' t you? 

MR. GASTON: Yes . 

H.M. JR: Well , I want to meet with that g roup, 
and I want you fellows to come in with a written 
program. \\ho is Cl1 that from War Bonds? 

MR. KUHN: Peter. 

H. M. JR: I thl nk some body 
I think some body ll ke Callahan. 
avenues? a;. 

in addition to Peter 
Hun' t he all of the 

~. GRAVES: A gre&t deal, yea. He handles the 
press. 

H. M. JR: I mean I want to sit do'll!l - I am saying 
this very quietly - and see what this group can do. 
Then if they can ' t do i t, if they are no t promoticnally 
minded, I will get somebody who is. I have talked 
about it for a long time, and I have not been able to 
~et it. If the people can't do wha t I r.ant, then I will 
~ust go out and get somebody who can do it - I mean who 
18 a promotional man. I mean Ivy Lee, or some 
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body like that. But I have shadow-boxed with this 
thing now for so long and I can't get what I want. 
So I will try it one e more and if this group can't do 
it then I will just have to get somebody entirely from 
the outslde who has an entirely different attitud e . 

I am not saying this at all in a complaining or 
threatening way. I am just aayi~ it very quietly. 
I must have it in order to do my job. I am not inter­
ested in the personal fUblici ty, but I have got to get 
it in order to get my usues across. I mean it is ,. • 
perfec tly asinine that there isn't anybody who will 
cane out publicly - if there was somebody going around 
to the bankers and to &cole a and to the Open llarket 
Committee end saying, "Are you ll1.lli~ to say publicly 
that the Treasury is on the right track?"--

MR . EUFFING'roN : The president of the Jmerican 
Bankers Association wants to take on that job. He 
was in to see Dan. 

• 
H.ti . JR: There is no use in hie coming in to 

see Dan and whispering it to Dan. 

MR. BUFFINGIDN : He wants to come out publi ely 
on it. 

IIR. BELL: I want to talk to you about it . 

H.~.JR: But there has got to be somebody Who 
knows bow to do this kind of thing. I have never 
been able to get it. 

As I say, it is not for me personally, it is 
for the Treasury; but you have got to use me. I aJD 
the figurehead and they shoot at me. I mean they 
do not write about anybody else. They write about 
me. Am I right or wrong, Herbert? 

MR. GASIDN: Yes, you have to take the hea t . 
IIR. BELL: Burgess told me he was coming out in 

their bulletin on the two percent policy. 

H.V.JR: I want somebody to go around and get a 
donn Burgesses so that tl:e thing crops out all over. 
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WR. BELL: I do think it haa to be handled very 
carefully or there will be a boomerang. 

29 

H.M. JR: Now, Yr . Graves, I have not seen any figures 
for three weeks. How many bonds did you sell? 

MR. GRAVES: We had, as you remember, a quota of 
seven hundred and seventy-five million for October. We 
will , I am confident, exceed that. VIe have one day's 
reports lacking, and that ia Saturday. As I recall, 
we were at seven hundred fifty through Friday. 

H.V. JR: lhat is legitimate? (Laughter) 

VR. GRAVES: '!hat is l egitimate . 

H.ll. JR: tlo adding or subtracting? 

MR. GRAVES: We subtracted the wire reports we got 
early in the month a.nd got wire reports for the last fe>T 
days of October so it is completely legitimate. 

MR. BELL: MY reports will be included for October. 

H.M. JR: Do you consider it legitimate? 

MR. BELL: Yes . 

MR. GRAVES: On a cash basis, Dan, compari ng it 
with the seven fifty-five cash f igure for September, I 
think the figures will be over nine hundred million for 
October. 

11.1.:. JR : Really? How much of that will be "E" bond a -
I mean of the seven seventy-five? 

MR. GRAVES: "E" bonds will be, I would say, five 
sixty to seventy-five million. 

H.M. JR: Will that be more or less than September? 

MR. GRAVES : !!ore. 

~!R . BELL: On October SO you showed eight hundred 
sixty- six million dollars for the whole month. 
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H.U. JR: As against--

MR. BELL: That includes aome--

LIR. GRAVES: A hundred and twenty. 

MR. BELL: Yes, carried over. 

H.M. JR: Mrs. Morgenthau said the Kansas City 
meeting was excellent, 

lo!R . GRAVES: Yes, it was a good meeting. 

H.M. JR: She said .it was excellent. 

How about you? 

MR. BUFFINGTON: Seven hundred and four million 
through the 30th. 

H.K. JR : And that is against what? 

L!R. BUFFINGTON: Nine hundred and twenty-nine. 

H.U. JR: That is all right. 

J.IR. BUF'FINGTON: Six hundred and sixty-seven 
million in certificates outside the banks. 

H.W.JR : Have you any publicity people that can 
helpZ 

llR. BUFFINGTON: Doremus and Company. 

H.M.JR: No, but help on this thing that I am 
talkine about . 

MR. BUFFING'IOJ~: Not other tha.n Bill Hor!J!. 

30 

H.M. JR: Now, Herbert, is there anything - my 
plans are : I am going up tomorrow to vote, and the 
President asked me to ~tay over and come back with him 

•• • 
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Wednesday nir,ht. I spoke to him last night. He is 
very cheerful. Evidently Mrs. Korgenthau had written 
him a little note saying that as a result of this 
Zionist talk I had grown a black beard. So the first 
thing he asked me was if I had shaved off the black 
beard. He wouldn ' t see me until I had. He was very 
jovial. 

Have you got anything between now and the next 
day or two? 

lo!R. Go\S'roN: No, I haven't anything. 

H.M.JR: Aey more backwash on the stuff you and 
I were doing? 

MR. GASTON: No, no backwash at all. I have a 
memorandum that Ferdie prepared here on some of the 
speeches that were done and some copies of the speeches 
that went out during your absence. 

H. l.!. JR: By whol:l'Z 

lm. GASTON: De.n Bell, Randolph Paul, and Harold 
Graves, and John Sullivan. 

H.M. JR: You mean to say as a punishment for going 
I have got to read those things? (Laughter) 

MR. BELL: I wouldn't recommend it. 

MR. GASTON: '!hls little 8UIIIll8ry is all you need, 

H.M.JR: Summary? 

MR. GASTON: There is a summary, and then there 
are the speeches if you want to look at them. 

H.M.JR: Right. They are kind of heavy. (Laughter) 
What else? All of them written by Kuhn? 

!JR. KUHN: lfo. 
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MR. GAS 'roN: By various people. 

MR. KiniN: There was an attempt to do what you 
wanted done, which was to give a pl.oture of the whole 
war financing picture in all our speeches, and I think 
it was pret~J effective in the last few weeks - pretty 
good. 

Am. GAS'roN: MI-. "1/alter Geor r,e has been conferring 
with E. C. Alvord and has been putting out some anti­
Treasury stateaents . 

H .~ .JR: Mr . George has? 

MR. GAS'l"Oll : Yes. 

MR. BELL: Every day or so there has been something. 

H.M.JR: Who, George? 

MR. BELL: Yes . 

MR. GASTON: He has been seen in heart-to-heart 
conversations with Alvord who, I suppose, is furnishing 
him the material . 

H.U. JR: That is all right. 

J.IR. GAS'rolf: Thqhave me dated for a speech to the 
CIO annual meeting in Boston next ~onday . 

H. loi. JR: Good. 

J,ffi, BUFFING 'rolf: We have our publicity program for 
the "A" and "C" notes set. Refore concluding the print­
ing of this large amount of circulars there are one or 
two questions I would like to ask you when you have 
time. 

H.M. JR: \'/hen? 

MR. BU?FHIG'roll: I thought probably after De.n 
discussed--
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H.M.JR: Today? 

MR. BELL: I have got a number of things I would 
like to talk with you about before you go away. 

H.M. JR: All right. Well, put your name down 
outside. 

MR. BUFFING'roN: That is all. 

3J 

MR. CAIRNS: Hugh Fulton, who is counsel to the 
Truman Comoittee, is anxious to see you about the profit 
made on the American Viscose deal. He wants to know 
if we recommended a reduction in the seven million eight 
and was a reduction ever made. 

MR. BELL: I can supplement that a little . They 
have written to the Morgan roup wanting the fac ts in 
the case . Perry Hall calle me a couple of times. He 
told me first that t hey had the letter and wanted you 
to know it and they expected to answer it quite frankly. 
He called me Friday and said the let t er had been pre­
pared and they would not send it until you got back; 
and if you wanted, he would like to talk to you on the 
telephone, read it to you, and see if you had any 
objection. 

H.Y. JR : That would be a mistake . 

UR. BELL: I don ' t knon that it would, because I 
think this fellow ought to see you and you give him 
whatever--

H.M.JR: No, no, wai t a minute. I think it would 
be a mistake for Perry Hall to show me the l etter before 
he sends it to the Congress. Check, Counsel~ 

MR. CAIRNS: Yes . I don' t think you ought to see 
that, but I think you ought to see Fulton. 

H.M. JR: I don ' t think I should see what Perry 
Hall does. Uy horse sense tells me the answer is, 
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wwhatever you want to write, write it, and after you 
send it if you care to send me a copy - - • 

MR. CAffiNS: Absolutely. • 

34 

UR. BELL: You are not interested in whether or 
not he stated the case in accordance with your reaction? 

IIR. CAIRNS: You state your own case. 

H.M. JR: Am I not right, Herbert? 

!.!R. GAS'L'ON: Yes. 

UR. BELL: I would hate to see a difference come 
out in the thing. 

MR. CAIRNS: But you will have the letter before 
you see Fulton. 

Am. BEJ.L: ntere still may be a difference of views 
on the approach to the thing and then you have the 
difference before this committe~ which I think is bad. 

H.M. JR: I wouldn't want to read in the newspaper 
that Mr. Perry Hall of J.P.Y, before he wrote a letter 
to a Congressional investigating committee submitted 
the letter to me first. Am I not rigbt on that? 

not 

lffi. CAIRNS: nta t is the way I feel. 

H.lol. JR: Anybody take Bell ' a aide? 

UR. BELL: Stacked jury. (Laughter) Well, I am 
taking sides ; I am rahing the question. 

H.M.JR: You will be doing what Johnny Hanes did. 
lie says, "I have got to get myself a personal attorney. " 

MR. BELL: I am alone . 
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MR. WHITE : Speaking for ~self, ~ silence is 
for the fact that I am not clear on the problem at all. 
I should know about what it is, but I don't. I don ' t 
remember the detail s . 

H.W. JR: V/ell, Harry, I don' t knelt whether you 
were in on it . I begged - I mean, the facts are I 
begged the group to take less. 

loiR. WHITE: I remember that. 

H.loi . JR: I said it is a mistake. "You are making 
a mistake; you should take a smaller proti t . • 

l.lR. WHITE: I clearly remember that. 

H.U. JR: And they wouldn ' t listen to me. 

MR. CAIRNS : I think they gave a million dollars 
back. 

off. 

MR. BELL: I thought they reduced it a million. 

MR. CAIRNS: But you wanted another million taken 

H.W. JR: No. Let the Perry Hall letter go. 

Now, what about the Truman Co111111ittee? 

UR. CAIRNS: We promised Fulton that we would 
arrange an appointment for him as soon as you returned. 
Now, we can put that off until after you come back from 
New York. 

H.M.JR: llhat I think you should do is this1 I 
think that you should personally brief my diary and then 
let me go .over it with you. 

MRS. KLOTZ: Did she give you all that material? 

MR. BELL: It is back now. 
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l! .l.!. JR: I think the thing should be brief. Go 
over it so I can prepare mfSelf a little bit. I will 
be baok Thursday morning. I could do it Thursday. I 
ooul d see the man Thursday afternoon. 

3b 

MR. \'Ill iTE : I don't know how permanent - there has 
been muoh discussion of this in England, and England haa 
felt that the price has been eo low that the British 
Government i s reimbursing the stockholders with a much 
higher price. Now there is a great deal to be said on 
both sides of that. If the Treasury is going into 
that, developing its position on that, it needs to be 
gone into very carefully. I don' t agree with the British 
view wholly. 

WR. CAllUlS: The story Fulton has is the bankers put 
up forty mill ion, sold the sixt,y-eight million, took a 
seven mlllion eight profit, that the British Government 
had to pay the British stockholders a hundred and eight 
million. 

MR. Wlii'I'E: That is right. 

MR. CATIUIS: And it looks very bad to him. 

J! .U.JR: From whose standpoint? 

MR. BELL: It looks bad on pape~ • 
. 

UR. CAIRHS: That the bankers took seven million 
eight. 

H.U.JR: Ho« do ue look when you review it? 

MR. CATRNS: I think that your position, if you 
can disclose it, your diary - you had a conference in 
this room and according to your diary you said ~at I 
say here will not be disclosed beyond the £our walls. 
I am just makin~ this suggestion, and when you leave, 
you can for&et that we ever had the conference . • 

·· : .....: IIR••WIH'l'E·:' ~ f-'thi~· tlie Secretary has in mind 
more how the general picture looks, and I think the 
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British are presenting it in a way that doesn't look 
too good, because they are presenting it from the point 
of view that they got a very low p~ioe for their securities 
because of the pressure that you put on them, There is 
a new element introduced apparently, and that is that 
the American group or American Congress - I gather from 
this conversation - instead of thinking it is a good 
thing that the Americana got this at a bargain feel 
that the bankers got it at the bargain and made a very 
handsome profit at somebody'& expense - a new element 
in the ai tua tlon. 

liR. CAIRNS: Fulton has not raised that point. I 
don't have the figures, 

MR. WHITE: I merelJ raise the question. I think 
we all ought to go over it very carefully. 

MR. BEll.: ()!e thing the Committee ought to know 
is your attitude right at the start. You said the 
British lead the American people to believe they were 
going to l ay all their assets on the table if we had 
l end-lease. When they kind of held back from selling 
viscose! the Secretarr made the statement to them, as 
I reoal , ~at is fifty or aixty million dollars in 
the winning of thia war? I think you ought to lay 
these assets on the table and aell them, I told the 
American people you were going to do it. • 

MR. WHITE: I think that ia part of the picture . 
Your record is very clear, not onlJ clear, but it would 
receive a favorable reaction. !here are a number of 
nuances which could very easiJ.r. be distorted, ibatever 
should be done should be done in reexamination of the 
whole thing, and should be done rather carefully. 

H.K. JR: Well, Harry, a person who might be per­
fectlJ baok of thia is Jesse Jones. lie didn' t want the 
deal to go through. • 

MR. CAIRNS: Fulton has talked to Jesse Jones. 

H,W, JR: 'Mlat was Jeaae ' a attitude? Didn' t be 
say he could get more? And then we pressed him--
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MR. VTriiTE: I t wasn't he; it nas another group. 
Jesse was in another group that said they would first 
offer ninety million dollars , but the question was 
whether they had the cash. The British mai ntained 
they didn' t want t o do business because they didn ' t 
have the cash. 

3tl 

H.M. JR: It was the ex-Governor of North Carol ina- ­

MR. WHITE: SEC said they were all right, were a 
good group. 

H.K.JR: • •• but the ex-Governor of North Carolina ­
Governor Gardner - UAx Gardner--

MR. CAIRNS: Fulton opened his conversation wi th 
me by saying that he wanted to know the status of the 
Treasurr investigation, and he said that Mr. Jones 
thought the matter would iron itself out. I said, "I 
am sorry; I just don' t have the background. Woul d you 
please be a lit t le more explicit?" '!hat is all he 
said about Jones. 

H.U. JR: Why not let ' s get our group together, sa.y, 
at eleven Thursday morning. And then maybe there are 
some things I will want to ha.ve done over a.gain, you 
see, and I will say that I will see Fulton a.t eleven 
o'clock Friday. '!hat is of the - wha.t committee? 

MRS. KLOTZ: Truman Co11111i;tt.ee. 

H.Y. JR: But you fello"s , in the meantime, Buffi ngton, 
White, a.nd Bell, get together and prepa.re yourselves so 
when you come in to see me I would l ike you to be ready -
when you come in to see me 'lhursdq. 

• 'MR. CAffiN'S: Danny bad the idea you might want to 
t a.lk to Senator Truman. 

MR. BELL: I understood he had been very f r iendly 
to you a.nd that you might be able to do a lot of good 
there by having him in on the conference, or maybe by 
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himself. You don' t have to decide that until after 
you have your Thursday conference , 

H.M. JR: Leave that open2 

MR. BELL: Leave that open until after we have 
our conference Thursday. 

H.M. JR: Find out what the shoot ine is about. 

HR. BELL: I can call Perry Hall today and tell 
him to l et the letter go. If he would like to give us 
a copy of it, we would like to have a ccpy. 

H.U. JR: Yes. I wonder who ia stirring that up. 
I t mieht be perfectly well Max Gardner. 

· YR. BELL: I don ' t know, but the Truman Committ ee 
asked them for a report. 

H.M. JR: Asked who? 

MR. BELL: The Morgan crowd. 

llR. CAffiNS: Morgan, Stanley . 

I!. )(. JR: And lli.llon, Read. There is Dillon, Read; 
and I.Drgan. 

)(R, BELL: They allowed Perry Hall to call because 
he ia on our staff, and he called from the Federal--

H.M. JR: Isn't ~ record - can' t I open that up 
to the public all r ight? 

MR. CAIRNS: You may have to get a clearance from 
the people who were present at this conference - you 
gave them your word--

li .M, JR: But how is my record when you look at it? 
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MR. CAIRIIS: It ia excellent on the seven million 
eight. That is the--

40 

MR. VffiiTE: I think it is excellent r i eht through. 
There is no doubt about that; it is a strong record, 
but the only question is merely a queetion of refreshing 
your mind in all t he details, because clearly the thing 
from its very inception was a favorable record: the 
fact that a price which they finally got was lower than 
what they thought it was worth in the first place - did 
they overvalue it; and in the second place, the circum­
stances at that time were such that that is all they 
could get in the market, but that is independent of 
whether the bankers got a high profit. If they got the 
hiy.h profit, it is still clear - that is, Morgan might 
not come out of this all right - Korgan and Dillon -
because I don ' t know the details about this large profit--

H. M. JR: But I begged them to take less and they 
out it a million at my request. 

lc!R. CA IRNS: You weren 't satisfied and had them 
in again, 

KR. VIHITE: You asked them to take less. I remember 
both Foley and I felt you should--

MR. CAI RNS: ••• you should shave off another million. 
They went away and discussed it l'li th the syndicate, and 
Uorgan, Stanley took the position that other members of 
the syndicate would not agree. 

MR. BELL: That was in a letter they wrote you, 
as I recall. 

H.K. JR: I sn' t that letter admissible for testimony 
or evidence? 

MR. CAIRNS: Only aside from your commitment. 

MR. GAS'roN: It is very important that ~ou had 
nothing to do with the selection of the bank1ng group. 
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You bad nothing to do with that at all. The British 
made the selection. 

KR. BELL: You bad something to do on the other 
aide. 

H • .V. JR: .h I remember, I begged them not to take 
it. Did 10u read the thing? 

IIRS. KLOTZ: I rem•ber it . 

KR. G.lS'l'Oll: The danger h tba t aomebodT should 
represent that 10li forced tbaa i nto Morgan ' a banda and 
llorgan trUIIIed t hea. 

MRS. KLOTZ: It ia juat the reTerae of that. 

41 

KR. C!IRNS: You begged them not to go to llorgan -
not to uee llorgan. 

~. KLOTZ: That ia in the record. 

KR. BELL: That is when Peacock fi rst came over. 

YR. ~BITE: I also raaember - not clearl1 but 
rather nguel1 - some remonstration on 1our part at the 
low pricei aaae diacuaaion. But that doea not stand 
out clear 1 in 11111ind. 

H.II,JR: Read the record anc we will do it Thursday 
morning, neeybod,y that ia interaeted. 

jeytbing elee? 

KR. CllRNS: Tba t ia al l. 

H.II . JR: That ia the onl¥ worr¥7 That ia a veey 
minor one. 

Where ia John L. Sullivan? 

IIR. BELL: He ia up in New Baapebire. 

J 
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MR. GAS1~N: He went up on that will case that 
he reserved. 

H.!.I. JR: Is he s till going up on that? 

UR. GASTON: He has go t the formal proving of a 
will today at court in Kancheater. 

H.M. JR: Also election i s tomorrow, 

KR. GASTON: Yes, that is right. (Laughter) 

MR. BEU.: He set it on Monday so he--

H. W. JR: , ,, could do the two, right. The collector 
at the port me t me last night and told us that Dewey 
would go over big. Then he said something which made 
no sense to me . He said that one of the troubles was 
Farley's attack on me - not me, on Harry IAirning. Did 
Farley attack Harry Durning? 

MR. GAS1~N : I didn't know it. 

H. r.:. JR: So the Ku Klux Klan is very active in 
up- state New York. 

Kuhn? 

MR. KUHN: Nothing. 

H.U. JR: You had better clear your desk, young 
fellow, I am just putting you on notice, so you will be 
able to be of assistance to me . 

lm. KUHJI : Clear. 

H.M. JR: I tried to disentangle you once. Are 
you cl ear? 

MR. KUHN: I am clear, 

H.M. JR: O.K. 

George? 
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MR. liAAS: I don't know if you want to look at 
this now - some preliminary stuff on the financing-­
(Papers handed to the Secretary. ) 

1m. SCHWARZ : You have no word to give to the 
press boys prior to four o'clock? 

H.M. JR : Prior to four o'clock - four o'clock is 
bad enough. 

all . 
MR. SQF./ARZ: I will tell them to wait, that is 

H. l.! . JR: Harry? 

4J 

J,IR. WHITE: I haven't had a chance, I have nothing 
in mind. I will have for you a number of things that 
you may want to take up with the President that you said 
you would take up wi th him - whether this would be a 
propitious t ime - I will have them listed. 

H.ll.JR: Just so you can get it - make it 
nine-thirty tomorrow morning and I will take it. 

Mr. Graves? 

l.ffi . GRAVES: I have nothing. 

H.Y.JR: How are you feeli ng? 

MR. GRAVES: Fine, thank you, sir. 

H.l!. JR: Bell, do you want t o see me? 

MR. BELL: I would like to have some time. 

H. M. JR: I will tell you now - what I am going to 
do is, I am going to rest, and you ought to go home, 
Harry, a t lunch time today. 

1!R. I'II-liTE: I wi ll go home early today. 

H.li. JR : You are going home at lunch ti~r-e. (Laughter ) 
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MR. i'ffii'm: There is nobody home, so there is no 
sense in going home . 

H.M. JR: Will you eat your lunch and go home? 
{laughter) 

MR. IVHITE: I certainlY will eat my lunch and go 
hom.e, yes, sir. (Laughter.) 

H. U. JR: I mean seriously? 

MR. WIII'n! : I will do that. 

H.IJ. JR: Right afterwards? 

MR. WHITE: In just a couple of hours. I will go 
home with my wife early. Don't worry about me, I feel 
fine . 

H.M.JR: But you may not, seriously. 

~!R. WI:IITE: Thank you. 

ll.M. JR: What time will that be? 

l!R. VffliTE: You embarrass me - one- thirty. 

H.M.JR: Will you go home? 

MR. WHITE: I will eat my lunch. (Laughter) 

H.M.JR: .Pe was very good on the trip, very good. 

MR. WHITE: You don't know bow restful it is 
sleeping by your side, (Laughter) If you press me 
I will te l l some of the things you said about head 
winds and tail winds. 
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H. M. JR : Well, it is a conversation when you are 
flying. Bell, at three o'clock I will give you one hour. 

UR. BE'LL : O.K. I might tell you--
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n.M. JR: I admi t when this meeting is over I am 
going home. I am tired; I am going home . 

MR. BELL: I have att ended two mee t ings of the 
B.Yrnes Committee. They are rather interesting, and I 
think we are going to have a lot of work to do because 
they send over the material in advance, and they ask 
each member of the group to comment on it and ask 
questions of the individual who prepared it. McNut t 
prepared quite a memorandum on the manpower problem 
and presented it last--

H.M. JR: McNutt? 

MR. BELL: Yes,_ he wasn' t a member of the Board, 
but he was asked to present this on wage stabilization 
and so forth. Claude Wickard prepared one on agricultural 
wages . I didn ' t get the one that they sent over on 
McNut t ' s , so I wasn't able to do anything with it before 
the meeting. But there was quite a meeting, and we are 
going to have a lot of work to do on it. 

II.M • .m: I wish you would circulate it amo~ 
anybody who is interested, and also that memo wh1ch you 
sent me whi ch I haven't read. You said Vlhite would 
get a chance to see it. 

MR. I'IHITE: Paul was awar all last week. 

H.M. JR : A res~? 

!.IR. WHITE: I think he went on a speaking tour, but 
he didn't fo over the final draft. Viner and Stewart were 
down and d d go over it. It is the final draft. So far 
as the second line of defense is concerned, I think i t is 
in pretty good shape . 

H. U. JR: Why i s George firing at us, now that the 
tax bill is over? 1!/hat is he shooting at? 

MR. WHITE: I think he is doing it to offset some 
of the Treasury speeches - Paul's speeches , and Sullivan' s , 
particularly, on taxes. 

MR. Kmill: Treasury speeches have been about the need 
of greater revenue from taxes, and so on. It is getting 
his goat. 
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H.M. JR: I refrained last nir.ht. They asked me 
on taxes about the English. I diOn' t think I would go 
into that thing. Did you read what I said, Ferdie? 

MR. KUHN: No, I have not seen it. 

H.N. JR: It is very short. That is my story and 
I will stick to it, I think. 

MR. KUllll : For this afternoon? 

H.U.JR: Yes . Read it. 

Dan, I will see you at three . 

loiR . BELL: All right. I take it you are not inter­
ested in f illing a vacancy on the Red Cross Endowment 
Fund. 

H.~I.JR : On the what? 

!JR. BELL : Red Cross Endowment Fund Committee, 
Norman Davis asked - wrote a letter and asked if you 
would be int erested in conunenting on somebody or 
suggesting somebody. He is suggesting Bob Fleming. 

H.K. JR: That is all right . 

llR. !lEU: That is all. 

loiR. T!IOW'OO!l: There were half a dozen deferment 
cases while you were away - Internal Revenue, employees 
over forty, Mr. Bell gave three months ' deferment in 
each case. There is one case that Mr . Vlhite will have 
to take up almost immediately. That i~ Oscar Oaas. He 
has been called for November 5th. 

MR. VffiiTE: He is a good man, but--

NR. BELL: I said three months in order that the 
case might be presented. 
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MR. WHITE : He is a good man, but he is a young 
man. I don't know whether I would ask--

H.M.JR: \Vhat we were talking about doing as a 
result of this trip is to have a couple of men in 
Lisbon. Vfua t we thought we might do is have these 
men of Harry's who have been put in uniform - we 
will ge t ' them detailed to Lisbon, and they will be just 
as useful there as they would be somewhere else, and a 
good deal more useful. 

Coming over on the plane we learned a lot about 
how they do the thing. Back in April the captain of 
the first flight had taken ten thousand dollars and 
bought escudos. Then he turned around and bought 
escudos - bought American currency - and he got twelve 
thousand five hundred dollars worth of currency. Then 
he brouP.ht it home and the Treasury blocked hi s check, 
so the fel low i n Lisbon has never been paid. He has 
twelve thousand five hundred dollars in currency and 
the money is still in his bank, The steward on the 
boat had bought two thousand francs for ninety of 
escudos - paid how much for a thousand? 

L!R. WHITE : That was almost three francs. for a 
cent, Dan. 

UR. BELL: The rate we fixed was good. 

H.W. JR: We ought to have a couple of good men, 
and it was~ suggestion that we get a couple of his 
men in uniform. I would write a l etter to Stimson and 
Knox and have them sent to Lisbon. 

MR. GAS'roN: We have a man there, you know, who 
is working on his- -

H.M. JR: Oh, have you? 

MR. WHITE : And what a man! 

l! . l!. JR: We want t o see you. Listen-- (Laughter) 
l!arry slept right next to that fellow. 
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loiR. G!STCJi: Oh, he c•e back 'IIi th 70u, did he? 

loiR. WHITE: No, he met ue at the plane, and h. 
invited us to hi a heme . 

loiR. GASTON: He !we been ordered back. 

48 

H.M.JR: Be ie the greatest detective in the world 
or the greatest crook. We have got to look into him. 
This ie in the roma. Be S&f8 1 "The American lollnieter 
likes it . inT charitr in Liabon - I give it in the 
na.e ot the lolinieter - it ie Donovan'a moner. Be 
lovee it. • 

loiR. YIIIITE: Be didn't aq Donovan ' a aoner. 

H.~. JR: It ian ' t Treaau ey aoneJ. Be said the 
lolinieter loves it, 

MR. WHITE: He either is veey excellent or he 
neede to be watched, and I am not a t all--

llR. GASTON: lola7be both . 

loiR. I'.HITE: He ia a ney sart fellow; and 
accordinf to the etoriea he told, which read like 
E. Phill pa Oppenheim, he ie doing a aarveloua job. 

loiR. GASTON: He ia getting a au atutt. 

H.lol. JR: !n¥wa1, that baa nothing to do 'IIi th the 
currencr. 

loiR. GASTON: There ia another utter coming up 
that Dan will tell yau about - a Treaeurr man. 

H.ll. JR: But we could veey well take a couple ot 
these men in unifona, have them detailed. We ought to 
have another man in London in unifona. We should uae 
some of then good men th.t ther take trcm ue and let 
them go overaeaa and ther will be doing just u much 
good. 
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ldR. BELL : 1'/e got a request from one of our 
Treasury people over there . About seven or eight 
of our Treasury men--

H.I.I.JR: Why? 

MR. BELL : Colonel Bernstein--

l.!R. IVHITE : We drafted that again, unless it is 
one within the last day or two. 

NR. BELL: This was a week ago. 

H .~ . JR : I take ~ hat off to Bernstein, knowing 
about his family, home, and everything else. Have you 
called Mrs . Bernstein? 

MR. WHITE: I spoke to her last night. 

49 

H.M.JR: He is all right, and he made a hit over 
there . That is the first thing - "l'lhat did he come here 

· to see you for ?" I didn't know the answer. It turned 
out that he had gotten permission f rom his superior 
officer. then after two days Smith took me aside and 
11anted to thank me for Bernstein. General Eisenhower 
?tas so pleased Yli th Bernstein and everything else. 
Now, he hadn' t been there forty-eight hours before he 
had made his mark. 

ldR. BELL: He will do ir good job. 

H.V. JR : 
five hundred 
to send him. 
war, 

He made his mark. He is worrying about 
dollars' worth of uniforms they are going 

He says he will get them in the next 

MR. BELL : Did he have on his uniform? 

H. l.!. JR: He had on a u.niform and he looked very 
nice - be looked all right. 

MR. BELL: I think his request for so many 
Treasury peoJlle raises a little suspicion in the \'ia.r 
Department that you are trying to build up a Treasury 
organization witbip the--
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!.!R. i'IHI 'l'E : That was wi th their acquiescence -
many of these men- -

50 

J.IR. BELL: I mean over here in the Vlar Department. 

I.!R. 't'niTTE : No, they liked the sample, and 11e said 
that there v•ere some men al ready in the arll\)' t hat they 
could get. They said they needed them and we weren't 
pushinf! them. 

H.IJ . JR: The Arr:ly' s attitude is "We f ool around 
for two months with something we don1t l ike - don't 
know anything about, and you fellows come over here 
and settl e it in for~-eight hours. For God's sake, 
take i t off our hands. " 

MR. GASTON: I don't think Larry Bernard is doing 
any thing of any impor tance in the Coast Guard. Send 
him over there as a Na~J represent4tive . 

H.M. JR: Harry's face was a study. He i s a great 
poker player. 

!JR . WJli'i'E: I won because the others were worse. 

H.U. JR : That is right . 

All r ight , wha t else? 

MR. THOI.lPSOll : '!hat is all. 

ll .l! . JR: Incidentally, I just want t o say this 
much f or myself - when did I begin talking to you about 
setti ng women in the Treasury? 

tm. 'lllm1PSON: Two years ago, I guess. 

H.M. JR : Some t ime will you seo th i s fellow !>an 
Bel l? I don't see him very often. I have told h1m 
and told him, and I almost did it when he was away, and 
I shoul d have , but I tried to be a gentlemen so I didn ' t 
do it. The nex t time I am not going to be so easy. You 

I 
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tell him I want a capable, trained woman in banking to 
sit along side of those three old boys at the end of 
this hall . 

MR. BELL: I am working along that line. I have 
ono no~. I am trying to get her through the Civil 
Service Commission, but they sent back for more infor­
mation . 

H .~ . JR : That was two months ago. 

UR. BELL: Well, it takes time. I don't want 
those people you had on that list. 
would Just be useless. 

Frankly, they 

H. Jl. JR : I agree with you. We said we would give 
the Treasury ?ersonnel the first chance and then we 
11ould e;o outSlde the Treasury. You want to give Treasury 
personnel the first chance, don ' t you? 

MR. lJEJ.L: I certainly do. 

H.M. JR: But let's ge t somebody. 

YR. BELL: They were some people somebody wanted 
to c;e t rid of. 

H. W.JR: Who is she? 

MR. BELL: She is a sister of Jiiaa Hodel, who is 
on the General Counsel 1 s staff - a lawyer. She has 
had some financial training, some economic training, and 
she has been financial secretary of a number of colleges. 
She is a woman about thirty-five or thirty-six years old. 

H.M.JR: We need them badly. That goes for every­
body in the room, if you have got anybody under forty 
in a key position. We have just got to Dtrengthen 
ourselves. 

Well, I am glad to be back. Uay I thank each 
one of you for keeping the ship rolling while I was 
gone. I didn't worry, did I ? 
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I.IR . BELL: No , you didn' t send an,y cables . 

H.M.JR: I didn' t send an,y messages. 

52 

YR. BELL: Paraphrases were great comtng from the 
· War Department. They would give the information in 

the first sentence and then say, "For Daniel \'/. Bell 
in the Treasury from Secretary Morgenthau," and that 
was just the extent of the paraphrase , 

H.J.I.JR: Well, an,yway--

UR. 7rniTE :Your first cable was very helpful, Dan. 

H.M. JR: What cable? 

MR. WHITE: Dan sent a cable about taking up 
those matters, which threw the thing right back there. 

H.M. JR: It was a good trip, and I come back 
very, very much encouraged and ready to go on with 
the grind. 
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I. Gene~cl Outline ot suggested Program 

The following tinanoing program 1e euggested to raise 
$11.1 billions during the remainder ot the calendar year. 
Sinoe the total amount required is $10.1 billions, this pro­
gram providee a margin ot safety of $1.0 billion. 

Period and offering 
Proceeds 

Banke : Others Total 

(In billions of dollar e) 

~!on111ber 9-11 
. 1-l/~~ bond offered to banlte 

n amount ot $2.0 billion• 2. 0 l !lovember 9-21 
1-t/~ bond offered to non- 2. 5 

& investors in unlimited ) 
amount . .................... ·5 ) 

2-1~2~ •tar" bond offered to ) 
non arik nvestors in un-
11m1 ted amount . ..••........ 1.5 1.5 

December 7-! 
z~g, one-zear oertiticate 

o fered to banks In amount 
of $2. 0 billions, and to 
nonbank investors in un-
limited amount • ••.••.••...• 2. 0 · 5 2. 5 

1. 0 . 2 1 . 2 

.} .l . ~ 

Cont1nuouel:r 1.2 1. 2 Tex notes ••.. . •.•.. . ••... • . . • 
Savings bonds .• . . . .......... • - !d 1. ! -

Total Program .................. . .. . .. · • 5· 3 5· a ll.l 

= = = 
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The program suggested in the above table may be briefiy 
de~oribed ae follows: 

(1) A 1-3/4 percent bond of September 15, 1947-49, 
available to both banking and nonbanking 
investors, would be offered on November 9. 
Books for subscription• from banks would be 
held open tor three daye, The amount to be 
raised from banks would be eet at $2.0 bil­
lions and subscriptions would be eubJeot 
to aliotment. Bookt tor nonbank1ng subscrip­
tions would continue open for two weeks, and 
such subscriptions would be allotted 1n full, 
sales to nonbanking investors would be in 
addition to the $2. 0 billiona raieed from 
banlte. 

(2) A new 2-1/2 percent 1 tap1 bond of 196o-70 
would also be offered on Monday, November 9. 
The new bond would be available 1n coupon 

(3) 

(4) 

ae well aa registered form, but would not be 
eligible to be held by commercial banks be­
fore 1952. The privilege of exchange into 
coupon form would be made retroactive to the 
outstanding •tap1 bonds. The books on the 
new isaue would be held open tor two weeks, 
and subscriptions would be allotted in full. 

While no •quota• would be eet tor ealea to 
nonbanking 1nveatore of either of the iseues 
Juet discussed, the Victory FUnd Comaitteee 
would be told to make an all-out effort to 
promote aa aan:y sales ae poeeible outaide 
of the banking system. This would provide 
a teat of the effioao:y of the present machin­
ery for selling marketable issues to non­
banking investors. 

A 7/8 percent certificate due December 1, 
1943 , would be offered on Monday, December 7, 
the books to be open two days. The amount 
to be raised trom banks would be set at $2. 0 
billions, and bank subscription• would be 
aubJeo t to allotment. Bubaoriptions trom 
other inveators would be allotted in full 
and would be 1n addition to the $2.0 billions 
to be raised from banks. 
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(5) 

(6) 

(7) 

(8) 

(') 

fA.e Jll' .. tDt JlftFU et "'111 otter1,1 ot t500 
1111U.ou a well: w'1114 be eoaUaue& or ~ 
per1o4. 

Weell:lJ 1 .. 11 .. ot '1-4&)' -,;a .,_o•t oortltt­
oatol wal4 be ott...a -tDilaa u oooa u 
poll1b1e. Woell:lJ 111HC11'1pt1oal to euoll -­
Uttoa1ioe w1114 1lo 111d.te4 w 100,000 .,_. 
IUbiCII'l'bor· 

It 11 ae1••4 that a ooatlauoUoa ot ~. 
pre1e11t PJ'OFU tor 1e111aa tu aote1 11111 
r0111lt 111 a•erap pel e&1e1 ot 1'00 1111-
110De .,_. •11th tor ••ea'ber &114 »eoeuer. 

n 1e u.-4 cat pee 1&111 ot · N\'lap 
'boa41 tor tale -·~ ot ••e.bor .... »e..-
11er ooutiiH 11111 aao~at w U..t tl·• 
b1llloae. Jleoelllter 1e a po4 ••~ eeaoea­
&117 tor tiw ea1e et N\'llllfl Ma41, aal. 1t 
1e &el-4 O.t llaere wl11 'be a 'Gl•• a 
'boa4 tor a 011r11taae JII'Oeeat• OUil)Up 
4ar1q that •nth. 

!he t231 1111U.oaa et 1-J/11- peront aot .. 
&&e Jleo•'bor 1' w1114 be pe.ll. ott 1a eau.. 

Sb 
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II. epeoitio Ooamente on suggested ProgrNn 

The following oommente appear pertinent With reepeot to 
oertain particular aepeote ot the euggeeted prograa1 

(l) L1A1tat1oll ot otterin e to banke to 2,0 btl-
one. wo eeea to e a w ee po oy o 

OOn?I'ne otteriqe ot eeour1 tie a expeoted to 
be abeorbed principally by banke to $2,0 b1l­
liona, ae long ae ezoeee reserTee reaain at 
preeent leYelt. Kany banks are reluotant to 
eubsoribe tor GoYernaent eeouritiee to an 
amount greater than their exoess reaerYea. 
Theee reaerYae, tor the banking system ae a 
whole, haYe Yaried (on reporting dates) trom 
a low ot t1.7 billion• to a high ot .,.o bil­
lions during the paet two aonthe, and are nov 
about t2.2 blllione. In our opinion, the 
d1aproport1oll between the aaount ot the $4 
billiOil Ootober tinanoing and the then aYa1l­
able eupply ot exoeea reserYee wae the moat 
iaportant oau11 ot the dittioul the Vhioh it 
encountered, 

(2) eroent bond, It baa been 
peroen eeourity eho~d 

be a 5-year note. In our op1n1on, thil would 
result in a dieturb&noe to the pattern ot rates 
end would make both l - l/2 peroent notes and 

(3) 

2 peroent bonde harder to aell 1.n the tuture. 
We belien that the earl1eet opportunity should 
be taken to let the market know that 1-,/4 per­
oent 1e a ~ rata, and not a note rate. 

sue 
to proy1de etore w1 a sort ot 1 d1Yereit1oa-
tion• tor their porttolioe. Thia new dating 
might be made the oooaeion tor 1neerting a 10-
year Ol'~l period in the new ieeue. Oall per1ode 
ot thie length -- which are, ot oouree, ot great 
Yalue to the Treaeury -- were onoe oouon; and, 
in our opinion, the inaert1on ot euoh a pro­
Y1a1on 1n the new •tap• 1aeue would be aooeptable 
to proepeotiYe purohaeere, 
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(~) 

(5) 

O!terin o! the 2-1 2 eroent bond in ooupon 
ora. er· ng e - • n ooupon t orm 

iili1it widen t heir appeal vtl7 oondderably 
and eeema well worth t171ng. We are i n­
!ol'lled that at lea at one 1Jiportant ineuranoe 
oompany (Traveler•) baa retueed to purobaee 
regietared bond• and that the same thing ia 
very 11ltely true or a number o! amaller oom­
pan1ea. 

The otrering o! ooupon bonda will m.alte a 
greater 41!!er eno .. to individual• and trustee• 
than to inauranoe ooaapanha, hovner. Coupon 
bonde are the traditional t)'pa o! Govar!Uilent 
obligation; and tra41tion oounte t or more, 
r elative to the real value o! the obligati on, 
in the oaee o! nonp.ro!eae.ional inveetore, euoh 
•• i n41rtduale, than it 4oee in the oaae o! 
pro!eesional i nvestors, euoh •• inauranoe oom­
pan1ee. Trustees, vbile o! t en pro!eeai onal 
i nveatore, !ind reg1at ered obligati ons par­
t1oularlJ onerous beoauee o! the neoeuity or 
eetablieh1ng their right o! trueteeabip when­
ever auoh obligati ons are aold. 

•All-out• e!!ort~ the Viotory Fund Committees. 
It ie important t the ettioaoy or the Victory 
rund Committees i n selling Govs~ent eeouri­
t iee, particularl y to i n41viduale, be tested aa 
soon aa poeaible. Deepite oont1nuoualy mounting 
demand deposita i n the banda o! individuals, 
total allotlllenta to in41v1duale o! marketable 
Treasury bonde, notes, and oerti!ioatee eo tar 
tb1a oalendar year -- 1nolu41ng the tvo o!ter­
inge o! the 1 tap0 ieeue - han been leea than 
$700 a1111ona. The Viotory Fund Co~tteee 
should be aelted to m.alte an all- out e!!ort to 
demonetrate that t hey are the proper 1natru­
mentalitiee tor aeour1ng a wider 41etr1bution 
ot marketable Government aeour1tiea to 1n41-
v1duale. 

• . -
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looro1ial'T MDI'IIIIth&U - 7 

(' l lfooltl 1 .. 11 .. of 1- a erooat ooi'Ut1-
o 81'0 .. DOl' 'I Ull'l1 DC 

to iiko 1llw U'ollbll of b1441Jll to!' !'l'o&IIV:l"T 
b1llo. 'fheT &l'o WltaalUU' '11th thooo 1n­
d!'-h u4 &l'o often uaablo onn t o otteok 
the aonzo&eT of u 1DY01oo ot&UDC 1llw pzoloo 
u4 111w '11•14 of a blook of !'l'o&o'lllr'T bUlo. 
!be 1oouaaeo of 91-4&'1 ' / 8 po!'eoat OOI't1t1-
oatoo wgal4 pzoort .. thooo baalto '11th u 
1utl'laont of tho ouo T1ol4 u4 •1i'lllr'1 1iT 
ao '1'1'0&1111''1 'b1llo. 1oM 41otl'1but1on of tho 
oal'Ut1oatoo a1pt aloo llo obta1no4 outo1 .. 
of tho Mn'!rtng I'll'•· It woal.4 llo o~ootoa., 
ot oo'lllr'oo, tiY.t tho ro4eral ReHI'TO Banko 
w1114 ootUlloh a poo1io4 b'IQ'iq !'ato of pal' 
tor tho JIOW oert1t1oaho. Ae tb.o II&JI1-
U0111l1i of noh oa'Ut1oatoo 'llbioh ooal4 llo 
aoqu1ro4 liT a d~ J)Ql'ohaoer (at tho rah 
ot tlOO,OOO a .. u) wal.4 bo tl., a1ll1ou, 
their Uouaaoo wo1114 1111t ooapoto oonouolT 
'11th 'l'l'O&OIII'T b1Uo. 

(7) oh ro 111on of tho 1- oeat aotoo 
4!o »-o 15. oo •••• 81'1 ouU1i&D41DC 
111 the uouat of oalT t2'2 a11Uou. !o peT 
tho• ott 111. oaah wal4 llo 1n Uno '1:1. tb tho 
aoUoa taken wlfll r01poot " &1&1181' 101111'1-
11101 1 11. lophUol' u4 Ootoller. !bot pzoooont 
pr1oo of tho aot .. rotlooU 1111 1r1ph1 Talno · 

..... 

Regraded Unclassified



8ooroiart Morpntbau - • 

III . !he l'rolllea of Buk n ... nbulk 
Al1110rpt1on of 11M hbl1o Delli 

•· the 11p1f1ouoo of Bull:. Allloi"J)Uon of 1lhe Publ1o Debt 

bU 

l'a,hUo• 4l'f1Ung 1nor ..... 1n 'be p1a'bl1o 4ell' llo­
twon banklag aad nonbaaklq 1aYoltor• l:lYo DO bar& aa& tad 
11141od1on of the 1ntlaUonart or aoll1llllat1onart offoot of 
euoh 1aorea•••. 

!he real. q .. •t1oa with ro8}10oi to aD¥ 'borrowlllfi opea­
U on 11 1 111at 11 1h offoo' on pr1Yah 81101141•1'' laloo of 
Oo•or•ooi aoour1t1 .. to 'lllallke •• not 1atlat1onart1t thet 
are ott••' lit a ro4110t1on 1n 'bank loa.n• or lit the aoo•llla­
Uon of real. aa'l'iAp 1n the fora of 'bank 4epoo1 b. lalo• 
ot OoYornaont ••0111'1 Uo• to nonbaaklq 1DY .. tor• , on tho 
other haa4, •• 1ntlaUonart 1t thot roeuU aorolt 1n tho 
aot1nU on of balanoe• whloh were pronoult 14lo. 

A oonl14ora'blo aaount of Oo'l'arllllont 1oour1 Uoa 111Sht 
be ool4 to 'bank• 111 th DO 1ntlat1ourt etteot at all, an4 
thU uount lllghi be ralaed p-eaUt 1f the 1noent1n of 
11141Y1duale to aan nro 1aaroaaed b7 110ao 1uoh do'floo aa 
a •pend1Ds• talt or o:a»ondUuro raUon1ng. 

hnrthol .. a , UJl4or oldiUJI& oondU1one, tho abooi"J)­
U on of Ooni'Jlllani aoo111'1 Uoa 'bt 'baalte tooe prondo a rouah 
1n4ox ot tho 1ntlaUoD8l"t ottooi of Oo'l'oruent 'borrolllng and 
11 tho onl.t 1ndox aYall&'blo, a• 1t 1• 1apo .. 1blo to obtala 
ant etaUeUoal. aoaa'lll'e of tho rool 110111'0 .. troa .oioh fundi 
aro dlrlnd. • -
B. the Aaowa' of Ba.nlt .QioorpUon of tho Publ1o Deb' 

o.-o1al 'ballke, plua tho rodaral Reoor'l'e k!lke, u­
eorbed ~ poroont of tho 1naroa1o 1n tho pu'bllo 4o'bt 4urlllJ 
tho quarter ended 8epha'bor JO. During the •aa• quarter , 
t hoee 1llli1'u'1oae ab1or'bod 72 poroont of tho 1noroalo 1a 
the doll' (1nolu41D& tho 10-oallod •tap' 1 .. u ). 
the 11, of oour10, aooouniod tor bt 1ale1 of 
ean~~ge 'bolld1 aad taz no to a, aad 'b7 tho aboorpUon of 4obi 
b7 Oo•ornaent Jllionoll• aad irult tundl. 
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11xt7-11hl" .. peroen' ot t:he W'-1 «a~t 1Dereaee tao 0. 
t1rli 28 4a7• ot Ooiob.r •• ab10rbe! bf oo•.ro1a1 u4 
Federal Relll'TI Balik•· 'fll11 JII'OporUon 'lllll uorea .. 1l1ptl7 
'bJ tb.e end ot i» 110nih, po1no1pall7 beoaa" ot 1&111 et 
hlt DD1Itlo ilw .-r1ed, abou11 80 peroea11 et 11M 
1nor eaee 1n «abt •• ab10r'lled llr eo-o1a1 
and Jeda'a1 • !he -.Jor urllte' t1auo1q at 
the 110ft11h -- 1:lle pel"OIIl' noitl Ud ilw I pa'OIIl' bonde 
-- wa UIOl'lle4 81 pel"OIIl11 '117 'Malltlo 

Oo~aUYe a&11a on t:he proportion ot lNualt aa4 aolllluk 
a'beorpUon ot 0. pulJUo ub11 aiaae 0. -•oeant ot t» 
'lreaeur:r hrY17 ot 0. Oall'Alp at Qoyao.,nt .. olll"1 Ue1 
are lllom 111 ilw tol.l.o'lllll& table u4 1a the attaolled 111Ar11: 

.... 
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leoretaPT IIDr .. a\bau - 1.0 

.\!iiOl'J)Uoa ot ~ y, •••• 1a tile lllllllo Jlellt 
llu'oh }1, 1~- Ooto'IIU' U, 19112 • 

19~1 

Apr. 1-.Tue }0 

Jul7 1- lep,. ,0 

Oo, . 1-Jieo. 31 

A:pr. 1- Jieo. 31 

19112 

2.) 

,.o 
6.0 

u., 

, .. 
'·' 1)., 

~ 1.1 

' O.J 

..!! ~ 
u ~ .. 
15 1.0 _, ,.o ,. ' ·7 

u, 
S5 
116 

'7 

,. 
71 

72 
110 

Je;n. 1- Mar. )1 

4pl'. 1- J\mt )0 

Jul7 1- hpt. }0 

Oo,. l-oot. U ,.~ .Jl ~ -
Jan. l-oot. U Jl.l -. 21.1 73 

• OowHl' 1~ t1poo azoo ooUu.to .. u4 Joptoallor 19112 
t1poo azoo Ja'Ol1a1DU'7. 

" bolu~o aazoltdaltlo olll1pUou ul .. '117 Go•oruoat apa­
o1oo aDd 1:rut hDAaJ 1aol~o ~pooUazor )OacU aDd 
loac-Ul'a 1 -..p1 1011&0. 

*" 1.o. , '117 oo-ro1al. Nako u4 r.a.ral Jle~• llaDltl; 
oxol114ao autual oartaao lNialto. 

• • I" 

Regraded Unclassified



63 

Seorotar7 Worgenthau - 11 

The above data do not ino1ude the new 7/8 percent oex­
t1t1oatea or indebtedness, dated November 1, or whioh 
67 perotnt wae allotted to oomaero1a1 and Federal Reserve 
Banke. 

The foregoing data show the proportion whioh the amount 
ot debt absorbed b7 the bankt bore to the total d ebt in­
crease. It 1a or auoh more 1aportanoe to the inflation 
problem, however, to compare the amount or debt absorbed by 
banlta w1 th the aiu or the whole eoonoll,)'. Thit 1e done 1n 
the tollow1ng tab1o 11b1oh comparee the amount or debt ab- .• f' 
sorbed by banke, quartex-by- quarttr, With the aaount or the 
gross nat1ona1 product (1. e . , the total or all goods and 
aerv1cee produced): 

Regraded Unclassified



Oo~lNII of the .Mouat of Do'bt ~•orbo4 
'b7 JI&Dlr.t wUh 'he GIN •• Ia U11aal. Pro 4uo1; 

Mara 31, 19~1- Jopt-bor ,a, 19112 

I I I 
I llrooo 

l Debt I JlaDJr. ~IIOl'PUOII 

I I I of lle'bt •• a 
I laUoll&l I 

~oor~4 I Poroo111;&p of 

l Pro4uot I b7 JI&Dlr.o l Oro•• JaUoll&l 
l : I Proctuot 

(Blllloat of Dollar•) 

19~1 

.t.pr. 1-J~me 30 29.~ 1.~ 5 

JulJ 1-lop1;. :50 31.1 .2 1 

Oct. 1-Doo. 31 zz·1 1., ...2 
.t.pr. 1-Doo. 31 ,., ).2 3 

19112 

JaD. 1-Mar. 31 32·' ·' 2 

Apr. 1- JIIIIo :50 3o·7 ~.~ 12 

JulJ 1-lopt. :50 J!.O '·9 l8 

JaD. 1-Jopt. :50 107·:5 11.9 ll 

lohl Data on the FOil ~~aUoll&l )11'04\lot oro troa tho lar­
l07 of <hlnoont llllllnoll, oxoept tor the 1a11o quarter 
wbloh 11 ooUaato4. 

• . .. 

I 
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secretary Morgenthau - 13 

AI will be obeerved trom the above t able, bank abeorp­
t1on ot the publio debt did not constitute an important 
problem until the eecond quarter ot this year, Commencing 
with that t ime, however, it bas become very important. 
Twelve oente out ot every dollar ot the grose national 
product during the eeoond quarter and 18 oente out ot 
every dollar in the third q· .~ter were paid tor by sales 
ot Government seouritiea to banke. Tbeee proporti ons are 
almot t oertninly higher than the amount ot genuine savings 
accumulati ng in bank dapoeita ptue the reduc t i on i n bank 
loans, and cannot be eatel7 maintained Wi thout a ore power­
ful i ncentives to individual aaving than those now obtain­
ing. 

Attachment 
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0 
ABSORPTION OF THE INCREASE IN THE INTEREST- BEARING 

SINCE MARCH 31, 1941 
PUBLIC DEBT 

+44 t-t-1-1-1-1-t-1-t-+-+--t--t--t--t--t--t-+++++-j +44 

+40 t-i-1-+-+-+-+-+-+-+-+-++++++++++-t- +40 

+36 ~~+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-+-t-t-;-; +31 ~·-

•• 
• 4 

0 

-· 
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6( 

Oahn4&r of Dl.ftot an4 CN&N.ntiM lon4• l ot -• • '' •~ Oerttftoat •• l/ 
•o..aber 2, 1848 

( 1o a lllloao or 4ollaro) \ 
rts.4 .. tu71t1•• C&llable UIIIOO Y 

Do .. Deeo.HpUoa ru.. oallelole r1.aal M t'lu1t111 

Dl.root - Dlftot --- .,...... 
tH4 ·- Direot -19112-J ... 

reb. 
xu. 
Apr • 
... , 
J\1111 
Ju1r 
Ju1r ..... 
lopt,15 
Oot.l5 
•••• 1 
Doo,15 llo .. 1- )/'lfo- -- i-2J2 

TOtal ~~2 

.... 19-)..Jan, 
reb. 1 Oortl!>CJ•• 5~--- ~·~m 1Car,15 llot ·l -- - -
Apr • 
... ,. 1 Corti&;to .s~- _ 1"60&(T 
xu 1 COG) - --- 62,- _ za, 
JWidi .... 1-" 
J\11111 =-1~~ Tl~r4!'~ 1=---- f-)2~tf 

-~ 
Julrl 1-.--
Alll· l i:r:lf~~~-21~--- 1, 50~('! 
lopt .15 

lon4 }-1/~ ( 1911}:1ii;i 
i-279 

Oot,1~ 1---f--·- ,llo1 

•••• cort1t1ViiJ/M. _ ~~~$ (! 
Doo.15 Mote 1- ---

To tel 8 ,13 3 613 , 8&6 

19111hl ... 
...... 1 VIllA 1·)/· - - -· 

l:. s1s -

_11_ 
1Car,1~ lloto 1~ 
Mar.l - wu;ll-"1 I------ "":-s19-

_95 
l.pr.l ~n41 1/llif, 19lill-li6 1---
.lpr.l r-57ml 
1107 ~ ~;~!=-

1---

... , 1~ 
1--- - --- --- _779 

J \11111 lo\e -----l=-1ii6- --- 1--1)5 

Julf ..... 
lopt,l~ loto k ---- t=m,,, a.pt.l .. ,. ---
Oot, 
•••• Doo.l5 lon4 "" ( 19-'11--~)- -1---1--- p.,0)7 

Total 1 669 68& 2.08& I L '700 • 
.. 

19'5-Jan, 
h\>,15 000 1-l/~---- - - 1- ~12(!) 
Mor.16 Noto 1·1 '~---- 1,611('! 
Mar. l& Noto 3/ 4:' __ __ 1--718 
Ajlr, 
•u 
J\1111 1 HOLO 1·1/~ (19~7-~7) 1--- 1---- ---1--755 
Jul.r 

"'"'· lopt,15 lon4 2-~= ! 19\5-'7! 1--- 1--- 1,U, 1- l,llol 
00\,15 lon4 }- 19~}-115 I--·- - -- 1----
•••• 
Doo,l~ lon4 ~~-- -- +--~1 
Dlo.l loU __ _ _ I- 5)1(!) 

Total 3,401 n a n• 76$ 1,401 
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6ll 
Ca ltnclar or Dlreot and Ou..t.ra.nt·eed loruh, Motel and Certtftcat~• !I 

IOYe.bar I, 1942 

( In • UUono ot dolluo ) 

Call&bla iUU.II 2 
P11e4 .. tur1,1tt 

!><Ito O.eor1pt1oD rue t oallablt Final aatvrltlee 

Direot Ouaran-
tot4 

Dl.rtot Ollanz>- Dlnot Gu.a.ran-
t ot4 t ·ted. 

19116-J&n. 1 Doftftl'ti10D ~-- _ 16 
reb. 

:::: t-~119116-2% Kar.1~ 50)(t) 
xar. l 1189 
Apr.1 Bond - ~ 19lill- ---- , 519 
1101 
Juntl; Bond ~ )~116-~ Junel Bond 1 (19 ~~ 
JU1J 
Aul· 
It pt. 
Oot • .... . 
Dto.15 .. ,. 1-1~--- 3,268('1') 

'rOttl 3,777 1,344 1,$19 

19-7-.J&n. 1 DoD .. n1oD ~-__ ...l) 
rob. 
Kar. 
Apr. 
1101 

ll.l.O 1-1/~ !19~7! June 1 - 155 
Junt15 lon4 }-)/ 19~ 117 ~ 
JulJ ....... 

lon4 2-~ p9~7 lopt,15 . 759-
,21Ja. 

Oot.15 Bond II- 191!. - 52 ...... ---
Dto.15 Bond~----- -701 

otal 714 78V 1,668 7&& 

19411-Jon. 
Plb. 
Mar.l~ Bond ~ )ijll3-~1- l, ll~(f) 
Mar.l Bond 2·) (1 411-51) 1 , 22 
Apr. 

""' Bond ~ ( 19116-1131 Juoo15 --- 1,0)6 

JulJ ....... 
lon4 2-1/~-- _ lopt,15 J5l 

Dot • ..... 
Dto.15 lon4 ~ (19111-sol- --- 571 

'I'Otol 461 2,V09 1,036 

19~-J ... 
h b. 
ll&r. 
Apr, 
IIOJ 1~ PIIIO~ (~ ------ _an _4)5 

Junel l on4 -1/ ( 19 119 1,0i~ Juno15 Bond ( 19119-511 -
Ju1J 
Au,. 
ltpt.15 lon4 ~ (19~·51)_ 1 ,292('1' 
Dot • ..... 
Deo.li l on4 g <ij-r-~~ 1,1;1(' 
Dto.1 BoDO 1/ 1 52 
Deo.l Bond t1/2',1. 19119·5) 1:1s! 

total e,ee1 81V 8!11 

f Yasabl e 1eewe. l/ b olo&ee .-olal Ueu.t, l.afttt N4eweble at opUon or bol~r, ..,,tal k rl.ftC:t 
boa4e , PIA 4tMDNret, aD4 ueue t or W1ob aa e:a.ob&Dct otter baa been aa4e &ft4 
aoo•pte4 'b7 the bulk of tbe bol4tn. Y O&llaltle 1 .. \lll wUb n1peot to wbloh a 4e f1DUt "oUoe ot oall baa ~MD M4t 
.,.. 11ate4 •• tu.ct .. wrU1ee. 

• • 
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0' 

:,.l•ru!tt..- ~ " O!:"f'O' ~~~ "u' r n~~,.d Bon~• ''•••• • • -• ~ . nu ¥~t~ ·:~c~!f'8 ll 
l'o•~~~r 2 . \'9!.~ 

(In Ul1 • on a o :' t.clbr1) 

Pt7ed ~~~url;lea Clll\Able ~ .. uu 'U 

D"tt Deacr!.otlon P1ret Cllt\ttbU t1nftl eA~urltt•• 

Direct Oull!rsn- Dtreot teed 
Guar4\n- Direct 0\.IAJ"IIft• 

t eed tf'~d 

1950.J•n· 
Ftbo 
H~ r.15 Bond 2% ( 1946-50! ~ :: "" 

oll5 (!) 
VAr-15 Bon., 2" (1950.5~ = .9ffif 

'---

·~'IJ", 
f----

111<7 
June 
JU17 

"'"· ,...,, .15 
Cot. 

8on4 2·1/~~ (1950-52 f-·-· - - ·-·- .1a 6 

tlov. 
Doc.\5 Bon4 2,: (19"G-50l_ 1----!---- -- -- f--571 

,...~,. .. , '"' ' ' (. 

1n51-Jon . 
Ftb . 
r:. r.15 
A~r. 

Bond 2-3/4;. ( 194l:-51 ~---- f---- --- ---!J-· ~~3 

J!a)' 
June15 Bond 2% ( 194?"§1) f-- f---- '-.627- ;---- 1,014(T) 
Jund5 Bond 2- )/4j: 1 51:'5Ji1 

~= I ~~ Ju17 ..... 
S.ot-15 Bond 2% ( 19"9·51 l_ 

t-755 "" 
,_ ___ 1,292( t) 

Stnt.\5 Bond '" ( 1951-55 l_ 
Oct . 1--- ~---
Nov . 
O.o-1~ Bond 2r. ( 1947-~1) 1--- - f---- Jl.llil- --- 2,098(T) 
Dec.l Bond 2-1/4;~ 1 51· 53 l t= :: f----Dto-15 Bond 2~ (1951-55>- f---- 1- 510( T ) 

':'"1";!"1\ II. ~10 ' 6•? 

l~'>'·JAn. 
reb. 
Y.ar.15 Bond ~% (1950-52) -·- ~ ~= ~o2S(T) ~--- 1,961( T) 
J;or.15 Bond 2- 1/2" (195?-5~) -·-Anr. 
~~ 1 HOLC 3" (19411-52) f-- 1-- - ,5()'iiT' --1-7M 
Junt15 Bono1 2-l/4;1 (195~·55 l 1-- ~--Jul.r 
lour. 
s~,..t-15 Bond 2-1/~ (19~0-~21 1----- r= := 

,_ __ 
1--· - p..ta6 

Oo t.15 Bone! "-1/4~ (19 7- 2 1--- 1----t--·-~ 759 
troY. 
Dec.15 Bond 3- 1/ar. (1949-5~) ~- 1----- r--- ~-·- 1--491 

..... ~' . ' :"r ' """ 
,. 

195)-Jon . 
P'eb . 
::.r. 
A.nr. y_.., 
JW1t15 
J'u\y 

Bond ~ ( 195)- 55 ,_ 1----l- - - 1-725 

..... 
s~, t. 
Oct . 
NOY. 
Dta. \5 Bond ~-1/2~ (1949·~~) ~- 1---~ -- 1---- !'- · 786 

Doc.15 Bond 2-1/4~ (1951- l ~ --1---- 1--- .us 

....... t,, '"' 
), ool. 

T T~x~ble 1aaue. 1/ Cxolul1u r,..elal 1tumu, 1uuu redee=-ebh at o,tton Df ho14er, Pot t tll SIIIY1nn'" 
bond1, FHA debtnture•, ~nd 1~~ue• ror Vh1e~ an exchen"• orfer h~• bee~ ~de ~~ 
~ocented b7 t~e bulk or th~ hol4f'r~. 

Z/ Catl~blt 1~1Uf'l vtt~ r••~•c~ to vhlc~ a det1n1~t nntlet o~ cell h~• ~•~n ~~de 
~rt 11ated ae f17ed ~~tur1t1tl. 

• • 
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ru 
Oa l t n4ar or Dlrtot an4 Oua~ntttd 8on4t. Wotet a nd Ctrtlftoa te• !/ 

xova.btr 2, 1942 

0 0 (tn •llltont t 4 11 a rt 

Callable hhtl 2/ P1xe4 .. ~urltltt 
O.te Deeor·tptloft Plrtt callable FiAal .. turltltt 

Dl,..ot Ouar&n· Dl1"tot 0\la_,..,._ 
Direct 0\aaran-tot4 ht4 tot4 

19~"" · 
reb. 
ll&r,1S lon4 1- 1/'* ( 1952-~ 11---- ---1--- 1-..:. _ _ 1,02-(!l 
Apr • ... , 
Junel; lon4 a-~~ p~51! jl--- 1---· f-:M- 1--- f1,627 Juntl lon4 R- 1 56 1---
J u1r 1--- - 1 . .,. 
ltpt. 
Oot. 
l o'f. 
Doo.15 lon4 -. (1'"-54) _ _ ---1----1--- 1,037 

Total 681 J 6&11 
195So.Jan. 

''"· 11ar,15 lon4 2-7/• (1955-6o li---- 1,611 
Apr • ---
... , 
Juntl5 eon4 t-1M nm-ss t---- ---1---1--- ~.~1(! Junt15 lou ,. (195)-5 1---
J•1r 

--'--- ---1---1--- '--- 5 . .,. 
topt,15 
Oot. 

lon4 ,. (1951-551- --- r---- r---- --- -155 
lo'f. 
Deo.l5 lon4 '* (1951·551-- --- +--- t- -- -- 510(! 

fot•l 2 ,611 J , li9l 

1956-.lan. 

''"· ll&r,1~ lon4 i:~~ !1946-56 1----t---- ~.u;c, 1---- t- 1139 
ll&r.1 lon4 - 1956-58 1----1----..... ... , 
Jllllt15 lon4 1-1/-. (1954-56 r----1----1---- --- .6111 
Jvlr . .,. 

lon4 2-'M ll956-59 ··~•.15 1----t----1--9112 
Oot. 
lo•. 
Dto, 

Tot al • 1 z.•>t 1,170 

1957-.lan, 
reb. 
liar • ..... .. , 
Juno 
Julr . .,. 
ltpt. 
oot. 
lo•. 
Dto. 

'!otal. 

f faaablt lt t ut. ll &xolv4tt eptota l t atutt , l ttutt re4et .. blt a t optton or holder, Pot t al 8a•tnr• 
botl4e. nA 4t'Mnt·uret , aJ)4 1u11et tor 11t'hlob an tao~ otter ~· been •4• an4 
&OOf'Pte4 b7 t.t•t bulk ot tb• bold ere. Y C.lla'ble lin" wU:b Hapeot to wbt.oh a 4tt1fttte not:loe of oa ll t.a• bt'tn ••• 
&H UUH at t1u4 • tvttt••· 

,. • 

II 
. 
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7J 
Ctlt!n4ar ot Dtrect and Ou.a r-a ntetd Bond.•, Note• an4 Certlfleatet !I 

~.-btr 2, 10•2 

(Io a lllloao o r <lol4ra l 

Date DleorlpU on 

1954-1an. 
f t b. 
Mar,15 2-1/~ ( 
Apr. 
Mar 

2-)/"fo ( Juna15 ---Jul J 
Aua. 
S.p1l. 
Oot. 
HOYt 
Dao, 

1959-l&n. 
ft'b. 
Iter. 
Apr, .... , 
Juno 
JulJ ..... .. p,. 
Oot, 

2-)~ -932 

aro.,. 
Dao, 

196o-1an. 
Ftb . 
Mar. l5 Bond 2- 7/&f. ( 611 
Apr . 
M>7 
Juno 
JulJ ..... .. p,. 
o ... 
JoT. 
Dao.15 8on4 2-)/~ ( 

! r azablt l t t ut . !/ Exoludtt t peo1&1 h tu.tt, t .. ut t n de ... blt a t opUon of bolder, .Pot tal. lartDCt 
'bon4.e, ftlA debent\ln t , an4 1ttutt tor whlob a.n txob&nc• otter hat bun aa4e an4 
aootp~t4 'b7 the bulk ot tbe boldel"'. i/ Call..abl t llt\ltt with retpaot t o llbloh a 4tt1ftUt noUot or call bat ~tn M4t 
aN 111\.t u t U M •tv.r1t1t t . 
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Celendar ot Direct and Ouarantee4 Bonde, Wotee an4 Certt flea tel !/ 
Ko~-.btr 2, 19~ 

(ln •llllone or 4ollare) 

P1xe4 .. turltlea 
Callable 111UII ~ 

Dete Deeorlptlon rtrn oallable Final aat urltlee 

D1reot o.. ....... 
Wed Dlr·eot Ouaran .. Olreot Ouarao-

teed t ee4 

1962-Jan. 
l'tb, 
l!u. 
AJ>r , ( 11&1 
Jun015 &on4 2-1/~ (1q62.67 lt-- ·-1-- - 2,113(~ 
Jlllr \ 
J.ug, 
hpt. 
Oot. 
Nov. . 
Deo. 

l'o t nl b HA 

196,...ran. 
l'eb. • •• Mar. 
APr. 
May 

Bon4 2·3/~ (1953-6) Junel5 t---- --- t-- - ---1- -919 • 
Jlll7 
.t.ug. 
Sept. 
Oot. 
Ho•. 
Deo. 

Tot nl o1o 

19611-Jan. 
Feb. 
Xar .l5 nxo J-11~ C 191111-6~) - - - 1---- - -- - -- -- - 95 
.Apr. 
liar 
June 
Jlllr 
.t.ug. 
aept. 
Oot. 
No•. 
Deo. 

To t a l 95 

1965-Jan. 
Feb. 
)l.ar. 
»>•· 11&1 
Juna 

t Jlllr 
J.ug. 
Sept. 
Oot. 
NOYe 

.i 
Poo,l5 Bon4 2-3/~ {1960-65 - -- - - - - - --- 1, 11115 

'l"ot al 1 46< 

~ 'l'a.able l u ue. 
y mxolu4tt epeo1&1 1eauee, laauee redeemable at option or bolder, Pottal 8av1ngt 

bonde, rKl dtbentu~e, and 1eeuea tor vb1oh an exo~nge otter bae been 10&41 an4 

if 
aooepted b7 tbe bulk or tbe holder•. 
O&llable laeuea with re1pect to vbloh a 4et1n1~e notlot or oall· hal been Md.t 
are 11e~e4 a1 ttkt4 aatur1t1••· 
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Calendar or Dlreot and Guaranteed Bonde, lfotee d an Cert1t1cate• !I 

. 

November 2 , 1942 

( In m1111on• ot dollar•) 

Fixed matur1t1e• 
Callable 1aeuu y 

Date Deacr1pt1on J'1rat callable Final matur1t1ea 

Direct Guaran- Direct Guaran- Guaran-
teed Direct teed teed 

1966-Jan. 
Feb, 
Mar. 
Apr, 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov, 
Dec. 

To till 

1967-Jan, 
feb, 

• 

Mar, 
APr. 
l'.ay 
June15 
July 

Bond 2-1/~ (1962-67 r---- !-- - - ~- -· - ~- - - 12.118 (!) 

Aug. 
Sept,l5 
Oct. 

Bond 2-l/~ (1967- 72) - - - - ---- 2,716(T) 

Joy • 
Dec, 

Total r , 716 2 , llv 

• • • • • • • • 

1972-Sept.l5 Bond 2-1/~ (1967-72 t------t---- --- - -- 2,716 {T) 

! Taxable 1aaue, 
!I Excludee epec1al 11euee, 1uuee redeeuble at option ot holder, Poatal kYlnge 

bonde, rHA debenturee, and 1aeuea tor which an exchange otter baa been aade and 

accepted b7 the bulk of the holdtre. 
g; Callable 1aauee v1tb reapect to which a det1nlte notloe ot call baa been ude 

are 11ete4 ae tlxed maturltlea . 

... .. 
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7 4 SeJ.. • ot 11altt4 &t atoo oaY1Joco 'boa4o 
LtJi~HIJlN IIAL Ooto'bor 1 tbroucb Oo\o'bor 31, 1942 

0.~4 with &&111 '1'10~ fo.r , ... porlo4 
(~t i oou. price 1a odl11ono ot 4o1laro) 

hrito I hrlu 7 1!!!!. ~ fottl Actual aal!l I Qlaota , .\otntl •&ln I 

~'·· I lltlll Aotntl Ml" I I ~'·· lltlll Doh I : Oot . 1 Oet , 1 I Oat . 1 I Oot. 1 1 to 4ato 1 
I 

I Oot. 1 I on. 1 1 to 4th to llaUoT I t o to I &I ~ of I lla11.7 I to \o 1 ... ., 

l-J 
!m:i w .. , lltp\. aalll 

1-J Jot oaloo 
7.} 

i • )7.2 42.2 • 115.2 93·~ • 18.1 20.11 • 17.} 117.~ • 55.} 62.6 • 62.5 100.~ 10.7 5}.0 6o,ll 87.7 · 11.o 211.} 2}.7 102.~ 111.7 n.J 1111.1 91.9 7 20.9 73.9 I).) "·1 7.6 ~-9 ~-) 90. 28.5 105.8 118.6 ~·2 8 211.6 91.5 108.0 91.2 111.1 .7 10}.1 Y.!.J 1115.! 15).) ·1 9 18.6 117.1 1~.1 90.0 9.) 56.0 51:~ 108.9 27.9 l7J.l l81.5 95.11 10 111.5 1)1.6 1 7.6 19.2 3-7 59-7 57.0 1011.7 18.2 191.) 2011.6 ,,, 
12 38-~ 169.9 182.8 92.9 111.6 74-~ 65.8 112.9 52.8 21ili.l 2116.6 91.2 
~~ 9· 17~. 2 195-7 91.6 2.2 76. 69.1 109-5 11.5 255-7 265.5 "·' 15.6 19 ,8 215.2 90.5 7.11 83.9 77-5 lOS., 2J.O 271.7 292.7 "·' 15 27.11 222,2 236.9 9).8 s.o 91.9 811.1 108. 35-5 3111.1 )21.1 97.6 16 17.6 239-9 256.1 93.11 6.6 98.5 19.1 1~.7 24.2 338-3 }116. ~-' 17 lii.J 2511. 2 21).6 92·9 2.8 101.3 95.1 

1 ·' 
17.1 355·5 )61.7 .II 

19 )6.1 290.3 }01.6 911.1 8.8 110.1 lOII. J 105.6 1111.9 l!oo.} 1112., 96.9 
20 22.1 )12.11 }21.7 97.1 5.7 11~.• 108.5 106.7 27.1 1128.1 11}0. 2 99·5 21 15.5 }21.9 }111.6 96.0 8.9 12 .6 1:17 .o 1o6.5 211.11 1152-5 1158.6 91-7 22 27.1 355-7 32·9 97-7 9.2 1~.1 125.3 1o6.1 )6.9 =·5 1119.2 100.1 

~' 
26.6 382.3 ~-6 99.4 1,11 1 .1 1)1.0 108.5 )5.0 5 .5 515.6 101.7 
111.1 396-5 .o 98.6 4.11 1116.5 1)7.2 1o6.1 18.5 5113.0 539.2 100.7 

1131.3 99. 2 13.11 16o.o 1111.3 107.9 51.7 5911.6 516.6 101.11 
1152.1 91.5 ~·~~ 165.11 15~-5 107.8 15.1 610.11 6o5.6 100.1 
w-1 91.8 1 .9 180.} 16 .1 109.9 37.11 6117-9 637.2 101.7 

101.2 16.1 196.J 1711.~ 112.6 ~-0 6~,8 671.0 1~.1 
5ll:l 103.0 111.3 21C.6 m. 116.1 .1 7 .o roo.o lo6.11 
570.0 103.1 15.9 226.5 205.0 110.5 69.11 u .II 775.0 105.1 

I lOll • 
.l.ctnal oal11 tiprn an f.e»>OH• wl.tb tt. treanror ot ~· lJalht Statu oa aooo.,.t ot procot4o of aalu ot "Oa1tt4 ltat11 aa~ 'boato. 71&v11 ba ... 'beta ro1&114o4 aD4 wU1 110\ aooo11aril.7 o44 to tottlo. 
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:ONFIDENTIAL 

lJJlUD suns IU1108 IIOIDS - URI• I 

CoJOpar1oOD or October I alii \ 0 Uh Vi \ll WOI 4Drl.ac \he 
.... oul>or or bul1oe11 4a;rl 1a Sep\ .. bor u4 Aacun 19112 

(A\ llouo price Ia \llouaD4a or 4ollan) 

Dau Oo\ober lephaber 

Oclober 1942 
• 32,412 • )2,412 • 11,6)4 • 14,oll4 1 271.~ 

2 32,026 64,431 z6.zn 36,222 244.3 
3 17,601 12,031 44, 17 50o7'J7 11).6 

5 31 ,2llo 119,271 62,491 ~.715 190.9 
6 10,699 129.977 11,657 .719 159.2 
1 20,9)5 150,~ ~·057 111,741 115.1 
a 211,571 175, .)52 121,176 121.6 
9 11,516 1911,070 l6o, 711 154.911 120. 7 

10 14,5~6 208,5116 110,)54 164,866 115.7 

12 31,266 246,852 119,938 110,717 1)0.0 
13 9.m 256 .~ 225.1112 197,14) 11).6 
14 15,~79 271, 2)6,~ 215,~) 115.1 
15 21. rr 299.236 258, ~· 1 

116,0 
16 17,6 7 )16,8~ 275,675 ~ ,163 1111.9 
17 14,311 3)1,1 292,151 3.900 113.4 

19 36,010 367,275 )02.535 211,550 121,11 
20 22,1()11 ~·m )112,210 297.075 11~-5 
21 15,542 .921 )52,~ 313,101 11 •• 
22 ~:m IIJ2 , 712 ~· 

)22,912 116.0 

~' 1159.~ , 122 35Moll 1111.1 
14,126 11u. 1 1112 .~ 367,195 1111.1 

26 31,20) 511,6511 11}11, 720 )IJ,JOfo 117., 
27 ~0,1110 522 .~ 1176. 250 ~8,2 109-
21 22,5111 544.605 11911.1211 5.563 110.2 
29 }11,900 57'J.505 509.155 1127. 7ilo 11).7 
30 31,172 611, )77 509.155 1153 .~7 119-~ 
) 1 5),1169 664,1117 509.155 1153. 7 1)0. 

' All Ucoreo are 41pooU• w1\ll \he tr.aaver of \Ill 1JaUI4 8\aho oa aoooa\ of 
proooodo ot oaloo of 1JaUI4 1\a\oo aan..- l>oado, 
rtsv•• haft l>loa rollllb4 \o -••' \luruu4 aa4 wlll ..,, aooo11arl1T a44 '" 
totale. 

... ... 
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Dolt 

g 
1 
a 
9 

10 

19 
20 
21 
22 

~~ 
26 
27 
24 
29 
30 
31 

CONFIDENTIAL 
lln!ID 1!.1!11 U l'DGI 1011111 - IIIla J AID D CXIIIIDD 76 

Co11J>A1'110a .r Oo\o'Mr aaloo \e 4a\o w1 \ll aalu clv1Jic ~be 
.... ._'Mr of nab••• ~ 1a lep\•'Mr u4 -..,.~ 1'112 

(A~ 1ooae pr1oe 1a \beQoaa&o of clolloro) 

Oo~obor 

• 27,5111 • 27,5111 • 7.521 • 12,222 )65.~ 
12,:no ~,1114 17,339 !8,&10 U,.l 
6,026 ,sro 26,735 111,251 171.6 

11, loll 6M7ll ~, IIlli 511,105 171.0 
ll,ooll 67,,71 ,127 71,552 1111.2 
7.5n 75.575 66,671 111 ,m ~·3 111,773 ~·l!1 72,""' ~.566 ,2 
, ,J03 ,, 51 ~.~ 106,712 126.1 
3.71.} 103,J611 16,263 112,171 u,.l 

111,5611 117,,21 ~.6o6 120,,711 1}0.2 
2,1511 120,012 103,952 127,375 115.5 
7,1121 127.510 101,167 1~,11' 117.1 
1,026 1~,5.}6 121,6113 1 ·~71! 111.11 
6,57.} 1 ,1~ 131,560 15.}, ~ 101.0 
2 ,~5 11111 ,~ 137 ·"3 151.m 105.1 

1,100 153. 7oll 1111, 255 161,1115 101.1 
5. 705 1,,1110 lli•075 176,611 101.~ 
1,153 161,263 'l21 112,1112 103, 
,,157 177 ,112() 175, 17 116,1!07 101.0 
1,37'1 115.m 1~,1.}2 1~.715 '1·1 
II,JIII 19(1,177 195,9.}1 202,~ ,7.1 

13,11111 1!0.},625 205,031 211,~ "·~ 
~·'~ ~.017 223,773 220,.}11 "· 1 ,116 223 .~3 ~.:n' 1!26,11111 95·' 

16,072 2,,,75 .~ ~·"' 
, •• o 

111,257 2511,2}2 21111,., ,,, .. 1()5.1 
15,,1, 270,152 21111,.., 2113,211 110.3 

All ftcvu are &opool\1 w1\ll \be fro .. vor of tbe 1!o.Uo& 8\a\01 oa aooou\ of 
prooooclo of oaloo of Qal\o& 1\a\oo oaTlact boa&o. 
rtcvu ba'N bon roiiD4a& \o aoaroo\ \llouaa& .acl will ao\ aocoooarllr a44 \o 
•otala. 
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COiVFIDENTIAL 

( 
Wl!ID 1!4!11 14TIJIOI JOJIDI - !O!.U 77 

OoQUil" ot Oo\o'-r Mle1 \o uh wt~ Mle1 hriac \bo 
1- -\or' of ftll&OII ..,. la lop"-\or AM ...... 1\ 19112 

(A\ lieu prloo la \llouAMI ot 4o1larl ) 

!)aU Oo\o\er lop\oabor 

Oclobtr 19112 
• ~.926 . ~·~ • 19,161 • 26,267 1 J12.~ 

2 ·l" 1 ,HZ II), 720 65,0)2 231,5 
} 2}, 27 127.~ 71,1122 92.055 1~.1 

i 5~.31111 183.252 "·~ 117 ,~ 113.11 
1 • 702 ~·"5 ~.7811 151, 1 152.5 

1 21,5~ .1187 1n, 7311 1~.5211 Ull.~ 
s 39 • .3 265.1.31 217,101 220,7112 122. 

9 27,a,cl "3· 720 ~·110 261,763 122.5 
10 u.~ 311.~ , 617 271,0.37 117.0 

52,1)0 36\,710 

··~ 
)01,761 1.}0.0 

11,527 J76,J07 ~·~ )211,511 1111.2 
2),007 ~~·.3111 

,..,, J5J,022 11~.7 
~,1158 • 773 ~9.~7 ~·152 11 .5 
2 ,220 1158,,, 7.~ 7.659 112.7 
17,1o6 1176.09' 11.)0, 1122.209 110.7 

19 ~.sso 520,979 .... 3. 719 11119.9~ 117.11 
20 27,810 5lil • .,., 500.055 li7J,7 109· 7 
21 211,~ 57J,UJ 515,1122 .. ,.9 ' 111.2 
u )6, 610,1.32 5lil. ~ 509.119 111.2 

~ 311.9116 6JI5,1U 590. 550.219 109.) 
11,510 66),621 6oi,W 569.115 109.1 

26 51.651· 715,rn 6,.75. 595.271 111.1 

27 15,102 7~.011 700.023 611,~ 1011.11 
21 37.1127 

7 ·~ 727.500 6112 , 105.6 

29 ~.972 119, 7511.6A 66o,IIJC 101.6 

3D .129 165.609 7511.6CII 697.255 1111.7 
}1 ~.,., ,,..,,. 7511,6111 6n.255 123.9 

Dlrtoloa of .. ooaroll AM 1\aillilol , 

All flp.roo ar1 tepool\1 ~l\1> \Ill !roaovor of \be 1IDU14 l\a\11 •• aooou' of 
PfOOIIto or I alii or Val \14 1\a\11 oan"" bol41 • 
l lCVtl ba ... M I D l"O ....... \o _ .. , Uoov.aut aa4 wll1 aot lliOIII&rllJ M4 \1 

\o\&11, 
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78 
TREASURY DEPARTMENT 

INTEIHIFl"'CK COMMUNICATION 

OATa 

OOIIJ'ID!N\'UL 

Noveaber 2, 19~2 

TO 

Subjeot : 

SUIIlllary 

( l) suaulat.a by tu.rther gaine in war produoUon 
induetrial output rose more than aeaeonally in Beptembe~ 
and the PRB adJusted index ot produot i on advanoad to a 
record high ot l.a5. fhis coaparea vi th U3 in the prertoua 
month and with 166 last Noveaber Juat batora our entry into 
the war. 

(2) Factory employment and payrolls roee to new record 
high levele in September, although the gains were not aa 
sharp ae in the previous month. Factory payrolls continued 
to expand at a somewhat taster paoe than employment, hence 
weekly earnings ot taotory workers ahowed a further advance 
to a new high. 

(3) Binoe enactment ot the new anti-inflation measure 
at t he beginning ot October, soma weakening in certain 
agricultural prices has been evident . The BLB all-commodity 
index in the week ended October 2~ atood at t he aaae level 
preYailing around the beginning ot the month or 99.7. This 
wae 32.9 peroent above the pre-war level ot August 1939. 
Deepita we&kneas in grain prices, t he BLB lndax ot 28 baaio 
oommod1 the allowed ll ttle change during the month. 

(~) Department atora aal .. are again running well above 
:rear-earlier leYels , Wi.th the gain in the weak ended October 2~ 
r1e1ng to 18 percent t rom 16 percent in the freYioue week. 
Seaaonally-adjuated depart11ent atore etooke in dollar value) 
declined in September tor the aeoond oonaaoutive month, but 
they were etill 34 percent above year-earlier leYele. 

(5) Contract awarde tor manu.taoturing construction in 
September, ae reported by the r. W. Dodge Corporation, Jumped 
sharply t o the highest level on record, although total con­
struction awarde were but slightly higher t han in the previoua 
month. In view ot the heavy volume ot proJected construction, 
the WPB recently revoked prioritiee tor a large part ot non­
military federal construction. 

,. 
• 
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I ndustrial production at new h1gh 

Industrial production rose more than seasonally in 
September and the FRB adJusted index ot production advanced 
2 pointe to a new high ot 1g5, Last November Just before 
our entry i nto the war, the index stood at 16&, and in A~et 
1939, at the beginning ot the war in Europe, the index was 
only 106 (revised) . 

Attar making little headway in the early months ot this 
year, due partly to the retarding etteote ot conversion ot 
plant facilities, the index ot industrial production has been 
moving noticeably higher in recent months. (See Chart 1.) 
This trend now appears likely to conti nue during t&a remainder 
of 19~2 and in the first halt of 19~3 . In this connection, 
confidential estimates ot the Bureau ot Agricultural Eoono•ioa 
place the J'RB index ot industrial production a t an average ot 
lgo in 19~2 and 210 in 1911-3. A greater increase Was forecast 
recently by business analysts ot the Department ot Commerce, 
who estimated that the FRB index would average 1g2 in 19~2 
and 215 in 19~3. In ooaparison with thes e figures~ the index 
in the tirat 9 months ot 19~2 baa averaged only l7b. 

Steel ingot output improved 

An encouraging feature in the immediat e outlook tor 
industrial production bas been the reoen~ improvement in steel 
ingot output. Steel operations last week increased tor the 
f ifth consecutive week and reached a new high or 101.1 percent 
or capacity, thereby raising the 5 weeks' gain to ~. 9 points. 
(See Chart 2.) On a tonnage basis, last week's scheduled out­
put was the greatest in the history or the steel industry. The 
scheduled rate tor the current week, however, bas dropped back 
to 99.6 percent, attributed in large part to neoeeeary repairs 
on open hearth turnaoes. 

The gain i n steel operations recently is attributed 
largely to the i~roved flow or scrap resulting rrom the house­
hold and industrial scrap salvage drives. In addition to 
improved scrap supplies, iron ore etooka have been mounting. 
On October 1 stocks ot ore at furnaces and Lake Erie dooke 
reached a re~ord high of ~. 422 , 000 gross tone, or 19 percent 
more than on the same date in 1911-1 . 

Factory employaent and payrolls etill rising 

Both factory employment and payrolls roes to new record 
l evels in September. From mid- AUgu.-; to mid-September factory 
empl oyment rose 1 6 percent while factory payrolls gain~d 
2. 7 percent. As ; result or the more rapid expansion ° · pay­
rolls, estimated average weekly earnings or raotory workers 
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showed a turther gain of about .8 percent. (See Chart 3 , ) 
The rise in factory workers' earnings baa been virtually 
uninterrupted since April 194o, Juet bef ore the de!enee 
program got under way, and the gain 1n aver88e week17 earning& 
during that period haa been 57 percent. 

CommoditY prices mark time at high levele 

In the week ended October 17 the BL8 all-commodity index 
receded slightly !or the t1rat tiae in three months, owing 
mainly to weakneae in farm product pri ces folloWing adoption of 
the new anti- int1ation measure, In the latest week (ended 
October 24) the index advanced 0.1 percent, and at 99·7 stand& 
32.9 percent above the pre- war 1evel or Auguet 1939. 

Baaic commodity pri ces have ehown some tendency to level 
out since paaaage or the new anti-inflati on measure. (See Chart 4,) 
The BLS index of 28 baeio oommoditiea baa declined slightly 
trom its peak, reflect i ng a moderate decr eaee in the index of 
9 uncontrolled oommoditiee, f hia deoreaae hae baen parti ally 
otteet by a riae in the index of controlled coamoditiea, reau1t-
1ng chletl:r !rom a recent inoreaee in the oe11ing price ot lard. 

Q!!ln prices have noti oeablT weakened einoe the beginning 
ot the month, and both wheat and corn are now len than 5 per-
cent. above prioea in the week b~tore Pearl Harbor. (Refer to.~~~.:t· 
A recent weakeni ng !aot or has been the announcement by the 
and the Department of Agriou1ture on October 23 or a program 
to prevent increases in the prloe ot bread and nour to oon­
aWJers. The p1an provides tor making 'llheat ava1lab1e to nour 
millers at prioea approximating those 'tlblch prevailed September 
to October 2. Thle will. be aoo0111pl.iahed by the raleaae of COO 
loan wheat baolt to producere tor aal.e 1n the marltet, 

Cotton prioea have advanced to the 1evela prevailing ln 
the latter pa.rt or July, Th~moat recent upturn waa influ­
enced by a statement by Prioe~dminiatrator Hendereon that no 
fixed maximum• were contemplated on raw cott on be)'ond the exiet-
1ng control through text11e oe,Uinga. 

Prioea tor pteera have moved up $1.. 00 per hundred poundl 
in the last tou.r weeki , in reeponee to continued urgent de­
mandl !rom eastern consuming oentert. Reoelptl ot catt le and 
oalves have been oloee to the heavi est weeny movements of the 
year, The increase 1n receipt s, however, haa not been su!!i ­
Oient to allow feeders to repleniah their auppl1ee, henoe, tha 
feeders have been oompet1ng with paolter buyere tor medium and 
good abort-ted cattle. 
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Hog prioe riee d!!pened 

Prioee tor hoge, on the other hand, haTe declined $1,00 
per hundred pounde in the paet tour weeks, 'rhe weakneu hae 
been oaueed by an exPaneion in aarketinge, b7 anticipation 
and anncunceaent ot new pr1oe oe1l1nge on pork l ower than 
those ex1et1ng, and to eoae extent b7 8ecretarr W1okard' 1 

appeal that raraere increaee next epr1ng'e pig crop at lealt 
10 percent . 

81 

The new pr1oe ceiling eohedule on pork ~roduote, etteot1Te 
today, 1e baeed on lln hog prioll or about 113.75 per hundred 
pounds llbloh ooaparee w1th preTa1llng pr1oee or 110re than 
$14.00. An ott1o1al etat•ent aoooapanf1ng the re8'\4aUon 
aa1d 1 ... Laet -rear the Aaerioan hou11w1te pa1d lOili $2 b1ll1on 
tor pork, or about 10 percent other entire rood budget •• • !he 
revi sed regulation, b7 eq~£ing paoker or wboleealer prioee, 
should help manr etoree ourrentl7 not carrying pork produote 
to restock these iteme• • 

.Utbough hog reoe1ptl haTe expanded troa their •all 
Yolume three we eke qo, reoe1pte and elaughter are et1ll tar 
leas than tara euppllee warrant, Unueua.ll7 raTorable oorn 
prices tor teed1ng haTe been one raotor operating to keep the 
hogs baok tor add1t1onal reeding, r or t he four th euooeee1Te 
week the Department or Agriculture hae kept ita pork purohaeee 
at a m1ni~WA1 with tak1ns• aga1n oont1ned aa1nl7 to pork canned 
products. (Dee Chart 5.) 

Coaplex1tiee ot price control 

Price and eupplf 41elooat1one ar181ng troa inoreae,1ng 
pressure or o1vil1an deaand on tood etooke haTe been 1ntene1tied 
ln recent weeki , !h11 hae been aal\iteeted to cone1.111er1 by rood 
atoree bare or the ueual ooapleaent or canned goode, aeate, and 
coffee, and in queuee at oha1n etoree in receipt or nev eh1P­
aents or oottee, 

The OPA 1e endeaToring to oTtrOOIIe aoae ot tbe11 41t­
f1oult1ee b7 revising procedure and oheok1ng T1olatione. In 
add1t1on to t1x1ng zone pr1oea on aeate 1n dollare and oente, 
t he OPA hat announced an alternat1Te pr1o1ng r oraula on eleTen 
groupe ot rood it811e etteotiTe october 15. Vboleeale price 
adjuet aentl upwerd .;.. pera1tted through MoTIII~tr 30, and 
oorreepond1ng retail adjuetaente through Deoeaber 31. !he new 
formula, 1t 1e belleTed, will allow reetook1ng ot aan-r iaportant 
foOd lteae b7 etoree vhiob had dropped thea beoauee or lo•••• 
under r oraer oeil1nge, Xeanvb1le, e1noe laet week'• announce-
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aent that coffee nUolllq would begin on Wov•ber 2S thel'e 
hee been vidupread or1Uoi• of the loq advance notice 
Wb.1oh hae age1n aot1vated pan1o 'bu71.q. ' 

Ohargee have been aade b7 independent reta1lere in Mew 
xork of videepread violation of eX1eting regulation• bJ 
wholea~lere. The•• retailere, repreeenting the New York State 
rood Merohanta Aeeooiation, with a meaberlhip of nearl7 5 000 
independent merchante, it ie reported, plan t o aake rormai 
oOIIple1nt t o the Senate Sllall Bueinus Coaa1ttee. !her poi .nt 
out that tbe7 are forced to P&7 wholeealere froa 10 to 15 per­
cent more t or their IJ\lppllee than the7 paid in lleroh. 

Be 

!lew prioe-oontrol oontroverar between Congreu and Ada1n1a,rat1on 

Oongreeaional reaentaent againet the Adainietration hae 
been aroused in recent weeks by the deduction of tara benefit 
payments in eetabllehing parit7 level• for fixing ceiling 
prices. Senatore contend that the allowance tor benefit p&J­
aents in ooaput1ng agricultural paritJ prioee wae not env1eaged 
i n the Ootobar 2 price-control law, which etipulated that no 
oeillng should be eat for tara producte or art1olee manufactured 
from farm produote Wh.loh 41d not reflect par1t7 or the h1gh .. t 

( 
pr1oe between the beginniq of th1e fear and September 15. f he 
EXecutive Order of October }, however, directed that in eata~­
liehing oeilinge, appropriate deduction• ehould be made from 
par1t7 prioea to allow tor benefit payment• and other sube1diee. 
Reeentment vae etirred partiou1arl7 b7 the f1X.1ng of a ceiling 
on flour which reflected a price of $1.0} a bushel tor wheat, 
u compared With a par1t7 pri ce of $1. }6. 

Farm prioee riee to 110 percent of paritJ 

Prices received b7 farmers as of October 15, aooor41ng to 
the Department of Agriculture'• index, averaged 3·7 percent 
higher t han a month earlier, and 21.6 percent higher than a 
rear ago. On a eeaeonallJ-adJuated basis, priou advanced tor 
aU groups of tara produote except oh1okena and egge. Prioee 
f or truck orope and meat an1aale made the greateet 1norea•••· 

While the index of prioee pai d by t ermer• ( 1nolu41ng 
interest and taxee) i noreaeed 1 point tor the eeoond suo­
oeaaive month, oaueing a further ali ght i noreaee in paritJ 
levels, nevertheleas the index of prioea received roae to 110 per­
cent of pari t 7 from 107 in Auguet and September. In World War I • 
the peak year wae 1917 , when tara prices averaged 117 percent 
ot parity, 
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The quarterl7 1n4u of tara wage rat .. , vtU.oh are not 
included in the indu of prio .. paidi atood 9 peroant higher 
on Ootober 1 than on J'lll7 1, and 33 13 peroent Maher thaD 

a year &SO• 

raraara ' ahara ot oon.uaer1a food bu4get riaea 

'lbe taraer1 a ahara ot the oon-er1a dollar epent tor 
rood, aa eatiaated by the Departaant of .Agriculture, 1a show 
1n Toble l by years ainoe 1913 and by aonthe in 19~2 . It Will 
be noted that 1n the tirat seven aontha of 19~2 the portion 
ot the retail ooet ot 58 tooda aooruing to tarsara fluctuated 
between 51 and 52 oenta, aa ooapared With the 1939 anraae of 
~l oente. In A~at and September, however, the tar.ar ' e 
shore rosa to 5~ and 53 oente,raepeotively , the highest e1noa 
1920. DII1'11!S ftorld War Ii the farmer 1 e ahara rosa to an 
average of 60 oente in 19 7. 

8J 

Marketing aargina 1n 1~1, aa shown 1n Tabla 1, averaged 
the lowest a1noa 1933, oula1nating a decline beginning 1n 1937. 
Margine have inoraaeed aoaewbat in 19~2. 

Departaent atora aalea heavy 

Although department atore aalee have receded fro• the 
recent peak reached around the beginning ot the month, they 
are continuing to run well above yaar-aarl1ar levels. In the 
veelt ended October ~ the gain ovar the oorreapon41ng week 1n 
1941 roee to 18 paroent from 16 percent 1n the previoua week. 
(See Chart 6, ) 'l'haea t1gurae indicate that the voluae aa vall 
as the vQiue of goode aold haa been running ahead of year~ 
earlier levela, a1noe retail pr1ot8 of tTP1oal dapartaent etore 

1teae on October l (rairoh11d index) were only 7· 5 percent 
higher than on the oorreapon4.1ng date in 1~1. 

In commenti ng on laat waak' e trenda, Pun and Bradatreat 
reported that •oon.uaera 1noreaaed apan41nc tor aaaaonal 
merohan41ee to new record h1gba , 'td11la at the aaae tiaa 
etoolt1ng up l1 bar ally on ataple and aoaro1 ty i t•• and atart­
ing holiday purohaeea 11\loh earlier than uaual. • Retail aalea 
1n the New York area were reported to have been avalled by 
heav:r liquor aale 8 in anticipation of the higher axo1ae taxea 
etteot1ve Hovaaber 1 , 

8t1aulated 1n part by a reaurgenoe of aoare bu71ng, 
another heavy wave of oonauaer buying obviously hal bean under 
way recently. Loolt1ng ahead, however, the Department of ao .. eroe 

reoenU7 toraoaat that total retail aalae in the t1ret bal,J. ot 
next 7aar would tall 12 percent below t he t1ret halt ot 1~2 in 
dollar vot\llle, 1f1 th the decline Widening t o 15 percent 1n ttz-.a 

ot Ph7e1oal voluae, 
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Innntorr control alated to.r 1943 

After reaohing a peak at the end ot J'ul7, eeaeonally­
adJueted departaent etore etcoke haTe declined 1n the 2 
1uooee41ng aonthe. Ae Will be eeen 1n Chart 7 on an adJusted 
bae1e etook• declined aore rapidly than ealee ~ur1ng September. 
Nevertheless, they et1ll etood 34 percent aboTe rear-earlier 
levels and were 73 percent higher than at the beg1nn1ng of 
19~1, Just before the long upeW1ng 1n 1nTentor1ea got under 
vo:r. 

Det1n1te etepe toward oopi.ng with the probl,. ot 1nTentory 
control were atated recently by the VPB to be 1n preparation. 
It vaa announced that an order will be issued 1n the near 
future controlling the 1nTantor1ee of t1n11hed oonauaer•' goode 
1n the hande of wholeealere, retailer• and aanutaoturere. It 
wo.a further indicated that tha order Will require the ach1eYe­
a ent or noraal 1nTantor1ea by the early part ot 1943. Apparently 
•noraal. • atooka tor wholeeale and retail aerohanta Will be 
eat abl1ahed on the baa1e of the quarterly atook-to-aalee rat1oe 
ot the reare 1939-41 1nolua1Te, !he actual etteot ot the order 
remains to be aeen. Soae obeerTera have expreaeed oonoarn that 
the order aay lead to h&aTl duap1ng and proaot1onal ealea by 
aerohante, While othera bel1eTe that the Ohr1ataae and January 
clearance aalee, together With more careful tuture buying, Will 
enable merohanta to get their etooke 1n order With relat1Tely 
little trouble. 

The 8peo1al Vholeaale and Retail InTentory Polley ao-1Uee 
ot the VPB Ott1oe ot 01T111an Supply last week reported the 
t ollov1ng t1.nd1nga ot tact With regard to general 1nnntorr 
conditione: 

1. 1In general the 1nventor1ea of wholeealera and manu­
facturers are ' noraal ' or ' below normal' 1n relation to eal.ee. 
ThiB condition hae been the reault ot an unueually act1Ye de­
lland and the 11a1tat1on of production 1n aan:r linea. 

2. 1 '1'he 1nYentory a1tuat1on 1n the ohain etore field 1• 
epott:r; aen'e wear and Tar1ety atore ohain e;ret .. e heYe aoouau­
lated exceptionally heaTT atooka while the 1nYentor1ea of 
grocery, drug and ehoe chain ayateaa are below ' noraal.' 1n 
rel ation to their aala a . 

3. 1The 1nYentor1ee of departaent etorea, eepeo1ally the 
l arge stores, are exoeee1Te 1n relation to their •al••· 
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4. 'The inventories ot large independent retail stores 
nave increased at much more rapid rateetban their sales. 
The reverse baa been true ot the small independents.• 

Consumer installment loans continue decline 

Outstanding consumer installment loans ot industrial 
benke, personal tinanoe companiea and credit unions showed a 
further decline ot 3· 3 percent in September, according to the 
Federal Reeerve Board. The estimated total ot theee loans at 
the end ot the mont h stood at $842 millions, or 20 percent l ess 
than at the end ot 1941, New loans made by credit- unions, 
industrial banks and personal t i nanoe companies during September 
totaled $108 millions. This was 1. 5 percent leaa than 1n the 
previous month and 17. 5 percent lesa than in September 1941. 

Manufacturing building contracts at record levels 

Although total construction contract awards 1n September 
aa reported by the r. W. Dodge Corporation were only a tritle 
higher than in the previous month, contracts tor manutacturing 
building Jumped sharply to the highest level on record. {See 
Chart 8,) Despite restrict i ons already in ettect on bullding 
ccnstruction, it wae indicated last week that tacilities and 
total construction now proJected tor 19431 t ogether with the 
incompleted carry-over trom 1942, would aDsorb one-titth to 
one-tourth ot the tota l war ettort. Aa a result ot this situ­
ation, Wr. Nelson ot t he WPB recently notified the heads ot 
S governmsntal agenoi ee that he had given instructions to revoke 
priority aaaistance to a large part ot non- military Federal 
Government construction. Koreover, be stated that a review ot 
all military proJects, with the same end in view, was now 
under way, 

• 
"' 
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5

11 too4e: Eet1aated retail Talue all4 8Q.U1Talent tars Talue or 

( 
quant1t1ee purobaaed annuall:r b:r a tJP10al world.~~g~~ant 8 raa11:r 

United 8tatee, 191}-~2 ' 

Year Far. Retail Xargill rars Talua aa peroat-TalU& Talue ace or retail Talu 
Dollar a Dollar a Dollar• Peroe11t 

1914 lr 
252 llS 5~ 191 i 4 2511 121 

1915 258 124 ~2 
1916 15~ 285 llO t! 1917 m l~ 1 7 
19~ 179 5S 
1919 470 20) 57 
1920 272 514 ~2 53 
1921 179 "<>4 ~ " 1922 170 374 ~ 19~ 173 ~ 2ll 
19 170 ~~ 2ll ~ 1925 19S 212 
1926 202 ~UI 216 44 
1927 190 1106 216 47 
1928 194 ~7 21) 4S 
1929 195 ~1 220 ~ 1930 171 220 

( 1931 121 )22 201 )S 
1932 ss ~ 182 33 
1934 92 172 )~ 193 l OS ~1 187 
1935 l)S 193 l2 

1956 i~ ~~ 
190 " 19 7 19~ :6 1938 1)0 )2 19 

19~ 126 )ll Ul5 u 
19 ~ iU )14 Ul2 42 
194~ ;42 178 4S 
1942-

Januar:r 194 ~~ 
184 51 

Pebruar;r 19~ 186 51 
llaroh 19 

~i 
186 51 

April 201 ~g 52 
llal 202 52 
.tune 20) ~~ 195 51 
.tul;r 209. 192 52 
4uguet 2l li 402 186 54 

Bouro11 Ull1ted 8tat .. Departaen1: of Ac1'1ol&l1:ure. rooda uaed and 
retail pr1oee baaed on data fro• the Bureau of Labor 
Btat1at1oa. 

( 

Regraded Unclassified



F.R.B. INDEX OF fNDUCfRIAL PRODUCTiON 
1935- •afi • 100. Sea:tonGII)' AdJ'-'et..ed 

1939 194 0 1941 1942 194~ [NT 

! I 
....- PERC 

I 
[ NT 

I I _i_l_l 
• ~ I 

• ' I 

' ~ r.- I , I 80 

190 
90 

180 

170 
I ~oo""~ 

,/' ' 
170 

160 ,. 
II 

160 

I~ 

lol'~~ 
I~ 

I~ 
I~ 

130 ~ 

12 ~~~ "'" 
~ 

0 ~~-~ "' 
130 

l'r- ~ 
0 

120 

II 

~ .. ~ 
I"'~ I 

110 

100 
00 

•• J J A S 0 N 0 J ' W A M . J J & I 0 lit 0 J F M & M J J A I 0 N 0 J F W A • J .1 a 
1939 19~ 1941 so .. o.,., . 90 

_ .... _, .... l_, . ... ~ .............. . • • • 

1942 1943 

0' 
....... 

f .. ... 
Regraded Unclassified



Char t 2 

STEEL INGOT PRODUCTION 
PEQ 

CENT Per Cant of C•p• city 

100 

L 
/ bv ~ "'< r; 

90 

\ 
... 
• • • . 80 . . . 

• . 
• . . • . . . . . • : 70 . . 

• ·. • · .. • • . r.-. . . 
·• 'i 

, Am• r I. on~,C..li:,~· 
JAN MAR. MAY 

60 

Ofl>tt of lho Sec.row7 of tho Tro .... ry 
o;.:.;. • ., "-1. w ._ .... 

~ 

~ ~-·-·· .. 
• .. 
• 

/\ 
.. 

··' • 
j'-., • • • • ~0 • • • • • • . . . 

_.L 

JULY SEP . 

/' 
[/~1 

~ 1\ -..... · .. ~ v~ •• 
• • : . 
:I .. .. .. .. .. 
J 

NOV. 

C-<419 

.. • • 

Regraded Unclassified



I 5J J 9 

FACTOR Y 8NPL 0 1' N &NT . P.t.'IROI..L8 AN D WA O&S 
r .. n • _,., .. H 19.,Jt = 100o ~·y~ 

... ... ' I "l t t r-1,.--or 1 It I t 4 0 
' ' I ' ' I 1 f t . -.-

1 9 4 I 
I I 1 ' ' I 1 I 1 I ' 

I 9 4 2 
' ' 1 1 ' r~ I 

I 
1 40 r--

110 

Ito 

140 

no 

100 ,- - ~ 
_l ...l _l 

• • • • • • 10 

I 9 ) p 

-

L 
···--·v:_ 
/ 

- / ~ -
4 

./~ 1-' 

' 
A'ICilAI,C Wc.UL'¥ t.J.• •,.••I 

01' f AOTOirt ••u•• 

1 9 • I 

...l I I I _l • • • • • • • • • • • I 9 4 0 • 
Sl:au110c: I • B. L. $. 

•• 
• 

I 
/ 

V-C 
_r''. 

~/ 

I 

• 
I 

• • 
' ' 4 2 

• 
I 

r I 

• 

... ... • 

240 

110 

Ito 

140 

llO 

I 00 

10 

c .. . .. 

0. 
u; 

Regraded Unclassified



M OVEM EN T O F B A SIC COMMO DITY P R ICES 

.... , I , .. ......,.t l":tHOO 

... 
j v-. 

9 1/~t«N~INIIH Ct~~l~•'-., ... h lA II A 

I/ 1'-' " 

1t0 

18~ 

110 

175 

" "' 
190 

18~ 

180 

175 

..... ~ 
/" 

7 ~~- !"" _,. f.--..... v 170 
170 

1'1 Vr -
~ ~ II' 19 f;oltfftJIIH ComiiiOdltlll/ 

1/ , 
I ' w r(\A 

0 

\I 
~ • 

16~ 

160 

1, 
I! 

14 

160 

155 

150 

145 

'0 0 ''' '' I ' ' ' I ' ' I I '. ''. 
SEPT. NOV JAN MAR. w"&Y' · JULY SEPt NOV 140 

1941 

140 

1942 

PERCENTAGE CHANGE DEC. 6 . 1941 TO OCT. t AND OCT. :SO, lt'M 

•• .. , 
•• 

19 COtrtrol1td 
t ~ CoetrKMhh .. • • 9 UnCOfltroll~ 

• j.-. Com~it• -.... 
... • I ----"1 -• • .... 

~.---,..... .... 
/ 

• I/ 
0 

•• 

•• 

~ 

• f 
/ ./ 

...... 
~ 

0 

--
•• 

M U 

•• 
/ 

~:- . ' • /~ 1--. --•• • 
•• 0 

:~ 
• 
0 . ' ... . 
IMI 

/ / 
//· 

.... . .... 

~u• N 

;s:; IJil • -" 

~· u-... 
...... u . '"'· ,_,...._ 
c.w...~ 

"""'::-· ........ 
~··· ~:-·,. :o-·~· ....... ....... .... 

/~ 
/ / ---• 10 

• v-
0 

. I 

• • 00 ... .... ... . .... ... ,..,..~·---.,.........., ....... 

--c ..... 

..... . ... 
90 

... , ... " 
Cbart ~ Regraded Unclassified



( 

Chart 5 

91 

HOG PRICES COMPARED W ITH HOG SLAUGHTER 
AND U.S.D.A. PURCHASES 
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TOTAL CONSTRUCTION CONTRACT AWARDS 
(37 States , F. W. Ood~a Corp ) 

$ OOLL A D 
M il.. LI ON ' 

1000 

800 

600 

400 

200 

< 

V" ~ 
J i'-

! r-, / 

: .... / v-!---" 

It_ 
~ 

'4Z~ \ 
_j 

~. I~ !-
I ··\.... 

;-· .... --1-' ' •, 

........ '41 '• 

~ 

"-· ~ 
I"' ~ .. ~ 

J AN. MAR. MAY JUl 8tP . NOV. 

DOllAR 
Mi lliON 

s 
$ 

l . 4 00 

300 

200 

10 0 

MANUFACTURING BUILDINGS 
CONSTRUCTION CONTRACTS AWARDED 

I 
I 

4~ 
v 

v l ' 
v v 

~~1. .X. 
......... 

······· . ........ 
•·• ••• r•' 

I-' r--•• _ r-..... -- _./ .,, . .) 4" ..... 

... 
r-

O J "-N. MAR. MAY PT. JULY SE NOV. 

Char t g 

I 
I 

• . -

Regraded Unclassified



I oopJ' ~ 110\e) 

DS• ~ ..... U7 . ....... 

. . ,.. .... ,... .. ... --...... .. *rN .......... ..... - , ............ .. 
>DI -0 ' $!•) • 

Regraded Unclassified



Dil Chun(ll(inc vie~ Knr::.ci\1 
~nia t£1tsr~ must b e 
p:-.ro.phrustd beforE bt:i.n:: De~tcd Novtmotr 2 , 11>-:.2 
cOI'II!lUnic:>.tEd to c.nyon~ 
other than o. Govtrm•~n~:-.1 R•o ' d 8•10 p m ~ d • • . • • , .... r 
ncency. (DR ) 

Stcrct~.ry of Stnt c , 

\'lo.sh1ngton , 

1257, Nov tnbtr 2 1 noon 

FRO!! ADLER POR '1':.:".: S:OCRETARY OP THE T!lEASU?~ 

TF- 68 Chino. trC~Cle ::-:turns Jo.nuc.ry- i-r,:,.y 19<!,2 . 

Fiaur ts for L!=.y in br::.c!:~ts , 

Imports Cli dollars 174, 2001 000 (Oil dollars 

~0 , 308
1
000 ) , of which Hon(l Kong ao count Ed for 19 

(26) , Kwnngch0\7M 15 (l/.) 1 !IO.CM 14 (11) , Unit Ed 

Stntu 12. 5 (11) , Gtr-.:1..'\JlY 9 (5) , nncl United Kin:;c;.o::l 

7:l (12~) . Br<o.kdolm by :>orts ; Liucho\7 43 (39) 1 

\'/Ucho\7 19 ( 22) , C~D;-u, 10 ( -- ) , !Curu:dns 9 ( 1G), 

~.nd Kukong s% (21:() . ;::r::\ltd\1on by co=oditits; 

cotton pricE goods 17 (12) , r0.\1 cotton yo.rn and 

thrtc.d l4 (17) , cotton ocu1ufncturts 6 (6 , 5) , 

chcm1cn1s o.nd pho.rmncEu~ico.la 14 (21) , mctals 

mc.ch1ntry o.nd vEhiclEs ct cttErn 10, 5 (13 , 5 ) 10 

(9) end pnpEr nnd producta 7% (3~) . 
ll . B. Imports 

96 
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... 2 ... ,~1257 
1 

Uov £mb Er 2 1 noon trom Chungking v io. X,::.r;lch i 

N, B, Imports do not includE goods b r ou&ht i n 

undtr Gov tr.1mEnt c Er tHic::.t [ tu1d militc.ry lie [ns t , . . . 
Exports CN dollnr~ 361 1 59 1000 CN dol1Qrs 1 

.(, ,71:;-ooo of uhich aur= ;;ccounttd for 54 (-- ) 
and K11angchortan 40% (7;;:l l , By ports; Kunming 57 

(17) , c.nd Liucho<~ 39:; (77:;) , , By oo=oGitiEs ; 

~ttals , mintrcls , tt cttcrn 55 ( -- ) , sug::.r 9~ 
(341.) . Sourc E: Custoo:1s conri<lmt i:.l dr.to.. 

FurthEr d t t::.il s by ~ouch. 

GAUSS 

l!PL 
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Informction received up to 7 A.U. , 2nd llover.>ber, 1942, 

l . I :ILI1'1JU 

EQYPT . On the Jlst, ll t hro11tened counter attack ogdnot 

our ;oooltiono in the l:orth bod not ooter1ol1aed by dusk but durin(: tho 

ovenins about 20 Germnn tonks penetrated bot•·oon tho nortbern=ost 
• 

;>osition of 9th Austrclian Division and t~o aoa end coved South Ecat 

to tho oneqy locclity isolcted but otill holding out . l'urther counter 

attock still threatened in tbio ooctor . In the South 44th Divioion 

lfith aMll detachment Fichting French Brigade modo .. local attack 

durina ni~ht Jl/1 lnthout success . 

2 . I'OTE: In future proposed to describe uircroft c£sualties os 

follo·.ro:- Instead of e . g. •6 eneqy/our a ircraft trer o deotroyed, 5 

?robably destro7ed and 4 dncogod" - "Eno~/our coaualties 6, 5, 4. • 

3. gR OP!l!!ATIOI:S 

:!PST.,U! FRO!IT. l at . Boaufi(lhtors destroyed 2 JU 88's 

"oat of USIWIT. 

,EGm. J l st, Li;:ht ond fiahtor bo=bers oade 13 

cttoeks on mechonicol t r ansport scorina oany direct hits . Fighter s 

caused considerable do.moge to stores and equi~nont at I'ERSA HATRUH, 

In tho Centr&l sector , m.'llly vehicleo 11oro destroyed ond heavy 

coaualtiea inflicted on troo;>o . &.e~ cosuolUea , 13, 10, ll . Ours 

6, liU, !'11. One pilot snfe , 

~. 31st/1st. Heavy boabors aterted luge fires 

at I:J.LFJ.IE airfield, 
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B.ll. JR: line 70u had ~ chance Herbert, to 
think about this question of merchandising the Secretar,r 
ot the Treaaur,.? 

MR. GASroN: Yes, a little bit. I was talki1J8 to 
Harr7 Scherman on that aubjeot when 70u oalled me. 

H. ll.JR: Harey Sohermant 

MR. GASroN: Book- of-the-llonth Club. He ia down 
here getting aater i al for a financing ator7 whi ch he 
hopes to sell to eomebod1, probablY the Saturda7 Evening 
Poet. I have been talldng along that line, too, with 
him; and he has just gone in to eee George Baas. itter 
70u oalled ae I sent him in to eee George Haas. 

Huntington Cairns caae in to suggest s011111thing 
which I think ie sound and which would be relatinq 
ea17, I ahould think; and we might do it fairl7 proaptq. 
'!hat la to get a etoey in the "!few Republic" or the 
"Nation• whlch would be - 70u oould do it guicbr than 
moat a111thing elee - to a lot of thinking people, 
editorial writers, and eo on. 

H.ll. JR: "Readers Digeet• would be ideal. 

MR. GASroN: But the7 are awtull1 anti•!dmlnistratlon, 
TOU know, 

llR, ltUB.lh Terrltic. 

... .. 
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H.W.JR: They Ire all rlaht on the war bonds, 
and their Washington repreaenla.tive haa alwara been--

KR. GASTON: Bill Hard. 

H.M.JR: He told me a :rear ago that an:r time I 
wanted an;rthing to tell him, 

)(R, GiSroN: He is coming ln. I talked to Bill 
Hard, and he ca.me in to see me, and then he had to go 
out of town again. He is coming in to see me next 
week about a stor;r. 

H.K.JR: But whose job 1a it going to be to be 
thinking about this constantl:r? 'lha t is the thing, 
you see, to be thinking of things oonstantl;r. 

WR. KUHN: I think it would be a job for several 
people. 

H.K.JR: It should be some one person' s respon­
sibility. I mean somebod;r should aa;r, .. ell, I will 
take it.• I mean I can' t call up a committee, 

liR, GASroN: No. 

H.K.JR: I mean, it should be s011ebod;r. I will 
have a lot of ideas· qraelf. I sent :rou one this 
morning. 

liR. IUHN: I haven' t seen it. 

H.K.JR: I mean about this six billion eight -
tr;ring to get it into some weekl:r magacine. 

KR. IUHN: That thing went out last night. A 
lot ot phone calla were made to commentators, editors, 
and so on, but so much of it had been Riven out at 
the press conference that the newsmen a!dn' t want to 
re-do their stor;r. 

•• • 
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H.)I. JR: 1he funniest thing 1a that the n-ibune 
treats me better than.&nJ other paper. 

101 

llR. WHITE: I don't think that this note has 
been sounded enough, ~. Secretary, !side from all 
these other things, which are ver,r worthwhile, it seems 
to me the central thread' of some article or same cam­
paign should be built around the thesis of what is it 
that sets interest rates at a time like this. 7here 
ia no longer •01 8UpplJ' or demand relationships. It 
is the deciaion of the fiscal authorit,r that is the 
determining factor. He could go in either direction. 
He can ei tlier make interest rates high, or he can make 
intereat rates low. 1he ~ding principle has been to 
reduce the burden of the aebt, ana that has been a 
difficult task, because it runs counter to the interesta 
and deaires of the large investing groups. 

This does not touch the small investor who has a 
savings bond, who has been given a very generous 
interest rate by virtue of the fact that he is a small 
investor. 

We are now talking of the large investors, and 
the trend in financing has been, wherever possible 
without disrupting financial markets, to graduallJ' 
reduce the interest rate, and that represents a saving 
to the taxpqers which would be phenomenal it the war 
lasts another few years. I mean something on that 
line - soaething more than juat a f~ancing at a low 
rate of interest. I t represents a definite principle, 
a defini te philosophf, which is a tough one that.ian' t 
very popular with the financial element, but it 111 one 
that is definitely in the interest of the people and 
the taxpayer. 

lo!R. GAS'roN: What Harry ia saying is sort of 
sound, and it is the heart of one of the central things 
that you haye been doing, but that is going to be 
~itter medicine to for ce down the throats of the people 
whom we want to get to print articles about the Secretary 
of the Treasury. It is a line of approach you have to 
sell them. 

.... • 
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H.W.JR: Let me call a epade a spade. I did it 
yesterday; let me do it once more. I mean, it is 
difficult for me to do it, but I can do it. To 20 

back in history to the first article in "Fortunew 
magazine, which they did, you remember--

YR. GASTON: Yes, I remember it. 

102 

H.W.JR: That was the first one which set a bad 
tone as far as I was concerned. Do you remember ? I 
mean, rich man' s son, and f&n~ing as a hobb7, and so , •• 
forth, and so on. That came first . Then the next 
one that was 80 bad was the one that Kintner and .Usop 
did. In these things the7 painted a f}!ture of a man 
who stutters, ia hesitant, unsure of .eel!, doesn't 
know his financing, is amateur, and so forth and so on. 
There has never been the other aide, the positive side. 

WR. GASTON: In the "Fortune" thing we distinctlr 
did get the other side in that story about the ~easury 
Department . We got a pretty good atorr. 

H.M. JR: But not in the first one. 

WR. GASTON: No, not the first one . 

H.M. JR: Now--

WRS. KLOTZ: But it still left 70u with thet ney 
same impression after rou read both. 

H.K. JR: I don't stutter, and eo forth, and 80 on. 
I haven't got a high, squeaky ~oice. 

llR. GASTON: Would rou let me say ~bat I didn't. 
know anything about that first "Fortune article unt1l 
it was in print. 

.. 
H.M.JR: I am not being personal. 

llR. GAS 'roN: I . lcnow. 
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H.Jf.JR: •t I aa tl71ng to do il thiu I · 
han got two rears &lld fov or the 110nthe to go, 1hie 
election il unillport&llt OOIIp&J'ed to what it will be 
when the7 tl'T to begin to IIDhol'le )6o, Rooenelt for 
the next one; and tlie1 are afraid to attack hila, ao 
tht711ill attaolc the people that are around hia, and 
I am amongat thea. 

Now the tJUng that I would like to get onr 11 
the taot that I han •de a lllOOIII ot IV sb on the 
positive aide, I don' t know whether &DTbo baa been 
writing - I M&D, people oan write it in or er to pl&llt 
it in the lli.nda of peoj!j k I aean, when 70u go to 
Engl&lld &lld hear thea about 70U - 10U have_ eot to . 
go to a fonip coun~ to hear th• •IT nice thinge 
about 7ou, 

MR. G.lSrolh BT the WIT, did the London Tlaea 
print the eto17? · 

. H.ll.JR: Ro. lhat ~3 did waa, ther printed a 
ato17{ juet a few words, then went into thie whole 
queat on of the fOUl' trlldCIU, &lld what waa Ill', 
Rooeevelt going to do about the war. 

MR. IUHlft !hat wae not the eaae paper. 1h11 
waa the "bd'T n.e• ot London ot Ootobll' 18. · 

H~.JR1 I didn't aee it. 

JIR, JJJHJ: !heir ool'l'upOildent here oabled about 
tin or ai:r hundred worda of a tribute to TOU• 

H.Jf.JR: Jo, there •• &11 editorial &lld the{ 
eiap~ eaid, "JJr. Jlorgenthau hae OOM to London, &Jill 
hung on thh thing, "'hat 11. going to happen to Engl&lld 
after the war?• 

~· G.ls9a !hat waa the •T1Jiee, • not the •Sund'T 
Tillie, It h a different paper. 
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H.K1JR: The paper that had the nicest article 
was the Observer• - the "Sundq Observer, • which is . l 
this American Lord what•e-hia-ll4llle 1a paper? \ 

IIR. KUHN: Astor. 

H.M.JR: They ran a verl nice story, brought in 
my father, what he had done n Turkey, and it was veey 
short but very nice. It was very compli.mentaey. 

But, as I eay, it is particularl1 difficult , ... 
because for nine years I have always discouraged tbie 
ldnd of thinf• !a I say, ~q sincere hope when KF. 
Roosevelt's erm ie onr ia that I go into printe 
life. But I need backing. 

Now to give you an example, I asked before I 
left tor the labor press. I went through it. New, 
people like ~rray feel verr kindly to me, but all 
the stories go out about Treaauey war bonds and then 
never get over ~q peraonalltr or the fact that I am 
doing these things. In other words, they have got 
to build me up so that I can have some group that will 
accept into their consciousness that Korgenthau bas been 
there for nine years and hasn' t he been a success, Take 
the New York Times - you know, again and again they 
write articles that just don't mention ~q name at all, 
or "Time.• I mean, It is a man of high principle, but­
now those .are the kind of things. 

I wish the two ot fOU would be terribl1 frank 
with me and eay to u , "Well, lq., Korge11thau, emotional~ 
we can't do that kind of thing. We doD ' t believe in it. 
It you don't, then let's get somebody that does. I 
mean, somebody who could do the thing. 

I think I did a good job and now I would like to 
get somebody to eay so. So, as I say, if either of 
you feel that you can' t do that ldnd - there ia nothing 
personal about it. If Kuhn said, "I can't do that 
thing, Mr. Korgenthau; it goes against the 8tain with 
me; and I am an editor, not a publicitT man, that is 
all right. I mean, I have told you before. 
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MR. PJJHN: I am a bad one, but, I Man, there 
are a lot of things that can be done. 

l OS 

H.K.JR: You remamber we talked about contacting 
the working press and 10u said 1ou couldn't do it. I 
mean, it is~ own fault. For nine 1eara I have dis­
couraged it in Alb~. We never did it, did we, Herbert? 
There was no reason to do it1 no excuse to do it, but 
you can't go after people like Hamilton Fish and John 
L. Lewis, ind all these other people who have slush 
funds of unlimited amounta o! mone;r, plus the bank.illg 
fra terni t7, to whom this me ana a di!terence of a tat 
dividend or just scraping by. It ia like the time 
that I went through the c011bination of ICenned;r, Harey 
Hopkins, and Jillmlf Roosevelt, and the three of them 
made up their minds that the1 were foing to get rid of 
ae. I said that the town was not b g enough for the 
four of us, and Kennedy and Ji.Jmv Roosevelt lett town. 
But I Man, I have gone through this thing before. 

It la veey difficult for me to aa;r, "Get somebod;r 
to write aomethinf nice about me," and I don' t want to 
do it again. Aa aa1, it ei thfr of ;you can sq to 
me, frankl;y, "Look, bose, I oan t do it," jus~ as 
Ferdie said, "I don't want to contact - I aon t want to 
scold the dail;r press. • 'lhat is all right, ;rou know. 
Can I be &liT franker than that ? 

KR. ~S!ON: No, but as far as I aa concerned 
there ian t &I~Tthing of that kind that enter• into it. 
I think the ~ 10u have operated and the ~ we have 
operated - 1ou have built up a ve~ fine reputation 
throughout ·the countey. We haven't had 11111ch attention 
in the press for ve~ natural reasons, because the1 
have aenaed 10ur athtudes, which are oontraey to their 
attitudes. But I think on the whole ;rou have built up 
a solid r espect throughout the oountey, and a respect 
that might have been- I don't sa1 certainl;r it would 
have been, but might have been damaged if we had ha~ 
a high-pressure personal public relations or public1t7 
poll 01. 

•• • 
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Now, on the score of what ought to be done, I do 
think that it is owing to you personallf that there 
should be a better recognition generallf of what you 
have done here, the reallf great aoccmplishments that 
we all know about, I think, also that there i s a 
good deal in this idea that building respect for the 
soundness and steadiness of American financial policy 
as directed by you in this time, would be of value. ' 

To me it is a guestion of mechanics, how can you 
do it without fumbliug the ball, without being over- ••. 
anxious, without getting out something that would be 
flagrant, or doing it too un;r places &t the one time, 

To Jllf mind, it is purel7 a question of mechanics, 
of the diplomatic war to approach it, To do that, we 
don' 't want to do too man;r things at the same time. 
'!here ouldlt to be a combination of one or two a.rticles 
that will probablf be reflected in others, and then 
have some positive action to accompan;r those which will 
show a firm, decisive approach to the really difficult 
problems that we have. 

I think the time is ccmlng not very far ahead 
when you will need to make a major speech again on this 
whole fiscal situation. I thinK you probabl7 want to 
talk about, first, wanting much heavier taxes than we 
han now, probably going beyond your stateme.nt of ail: 
or eight or ten blllions that you ude. I th.illlc you 
IIIA1 want to come out for taxes on the scele of twenty 
or twenty-five billions additional to what we have now, 
and I think you will have to talk about thi • general 
financing policy. It will be quite a notable pronounce­
ment, 

That is one thing, but the other thing is retro­
spective, and I think we can get something of that kind. 

Your suggestion about the labor press is very good 
and very interesting because I feel that you are go

1
ing 

to get a certain amount of respect in the financia 
oOIIIDUni ty, and in the popular maguinee you will get 
something that h IIIA1be reasonabl7 tnorable, Blt so far 
as real friendship and support, you have got to look 
into a different quarter. 
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H.ll. JR: That is my point. Not only the labor 
press - I don't know, but there are four or five 
hundred newspapers that labor has. I think the contact 
should be made with the soldiers paper, the "Stars and 
Stripes, " which is now going out dally, eo that these 
eight hundred thousand men that are overseas - plua 
the "Yank," that goes to the other three million in 
this country - gets something of what we are doing. 
Not onlf ia there that, but there is that big map 
which goes out weekly, with commenta. For instance, 
we picked up two different kinde, the State Deplll'tment 
one, which sends out about six mimeographed pages on 
both sides ·each day by radio and it is all Hull and 
Welles, Bull and Welles, Huli and Welles, every day, 
day in and d~ out. 

'!he Navy gets out a job. It is etraigbt news. 

lm. GASTON: 'lhe State Department used to ask us 
for contributions to that thing they send out. I don't 
know whether they are doing that any more or not. 

H.M.JR: I mean, there must be magazines of 
opinion. I think that is what you call it, n8Wspapers 
of opinion. If you begin to look for them, there are 
thouaands of them. You remember when we used to be 
over at Fal'DI Credit the Department of Agriculture had 
a mailing list of - I don' t know bow many - twant.r 
thousand or so that they sent out • .. 

llR. GlS'ION: '!hey had a tremendous mailing li st . 

H. ll. JR: At one time when Wallace was there he 
had twenty-two different writers, writing mostlY about 
himself - twenty- two writers that he had doing aifferent 
stuff. 

ilR. KUHN: For his signature? 

H.Y. JR: I don't know. 

llR. KUHN: He has been doing a lot of i t. 

•• • 
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H.li.JR: But you know the "'!'ius• magazine--

liR. KUHN: They in~ited you to do one there, and 
you said you wouldn't do it. I was thinking pretty 
hard about all these things after you mentioned it, and 
I would like just to ask you if you would think about 
a few different procedures. Firat of all, this question 
of articles under your own name, which some people do. 
Wallace does it ~err succeastull.y; Wickard does it 
very successfully. Would you lilce to do it? 

H .~JR: I would do it as long as it could be made 
perfectly clear· that I didn't get paid, or if it was 
paid for, that the P&f went to soldiers and sailors funds, 
or something like that. 

liR. KUHN: I think that happens in the case of 
all these articles. Some magaEines like "Colliers• 
insist on paying you, and when they do pay you- -

H.M.JR: There would be a little footnote at the 
bottom of the article saying, "The pay Kr. liorgenthau 
reoei~ed from this is being contributed to the Soldiers 
and Sailors Relief Fund." 

liR. WHITE: I don't ~self feel that that is the 
approach. I don't kn.ow, I m8f be wholly wrone in this 
thing, but it seems to me - in the fi r st place, I don't 
regard this aey more than you do as a personal matter. 
It is not a personal thing; it is a question ot strength­
ening what I would call the "New Deal Forces, • aeainst 
opposition, and you atrengthen that by strengthening 
the II&D, It aakes the man more able to do things and 
get away with it, whereas when the opposition becomes 
too great and he doesn't ha~e the support of the people 
he is defending, then it is much more difficult. You 
cannot win all t he parties until you are effecti~e . If 
you are ineffective, you are hurti.ng somebodf; but it 
you are effective and are working for the large group, 
the masses, so- called, as the Secretary is doing, then 
it aeems to me you have got to choose and win the 
support of those groups as against the other. You will 
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never get the other, Try to keep them down as much 
as possible, But you can' t win them over, because 
they are not going to be won over unless you are on 
their side, and you are not on their aide. 

108 

Now then, Herbert mentioned that there is labor 
there is the consumer, there ia public opiDlon, ther~ 
is the New Deal group. '!'hey conalat of what? '!hey 
consist of columnists, Among the columnists there are 
some New Dealers. Among the various commentators on 
the radio there are some llew Dealers, Among the various 
writers who write every now and then - a fellow like 
Scherman or others - I don ' t know who they are - there 
are New Dealers. '!here are labor writers . 'lhere is a 
larse group of that character, 

It seems to me that a campaign needs to be planned, 
always having in mind the necessity !or being a good 
campaign, because, as Herbert eays, prett.r ooviously 
if you fumble the ball, the boomerang is bad, It 
always has to be kept very confidential, but it seems · 
to me that it is possible to plan a campaign in which 
you hit at each one of these groups£ and where somebody 
is thinking all the time, "How can get this and that?" 
I don' t think an article by a man himself has much effect; 
it ie what others say; it is not what he says himself, 
not the speeches he made. Lincoln did lll&ke his own 
speech at Gett,rsburg, and it attracted attention. 

But it somebody else, a columnist or an editorial 
writer, says something, that is the sort of thing that 
is carried out; and it just cannot be done, it appears 
to me, w1 thin the ·ume allocated and under the condi­
tione which exist unless you have a group or a man who 
does nothing but think up all the time what can be done. 
However, that man's ideas must be cleared through some 
cool heada eo as to be sure he does not tumble the ball. 
Somebody must be responsible all the time, either 
having two or three men under him - somebody who is 
contacting the labor people, somebody who ia contacting 
the writer~, au:1. &!ways stressing not the persona~i ty aa 
such, but tile persoriali t,r aa o011bined with the flght, 
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with the philosophy, !be man becomes unimportant 
as against the olher , but b7 t)"ing both together thq 
both become impor t ant. I don' t t&ink thia other 
approach - rou get an ar ticle in, rou get a favorable 
article, and there 1a a alight rill, but it peter s out , 

'lbere baa to be more than that. It it can be 
delicatelT handled - I don't know about public relations. 

H.II. JR: Harey, I want to sq through the .war bond 
set-up - I can' t go out and get six additional. people • .. 
to do this aort of thing, 1f it needa alx; but rou have 
got Pete StreetLllhose Job ie to contact writers, you 
liave got somebOGT in the labor over there with Hou.dltellng, 
whose job is to contact the labor press. The machinery 
is all there. 

KR, Vii!ITE: I agree with you, you o&n' t get a 
hlRh- powered group in and suddenlf start out. You have 
ei~er got the men or the agency, but thoaa men theJD­
selves must understand that it ie not a personal thing -
not trying to build up a personalit,y, because you ar e 
working-- · 

IIR, GA.STON: You can' t crowd that War Savings &IJT 
too hard, !bat would be very dangerous. 

KR. IUHN: I don' t entirely agree with ;rou, Harry, 
on that, beo&use take the 'lallac;e thing as an ex~~~~~ple. 
'lbe.re h a man who wrote and who spoke and writes hi a 
own aturt, or the atutf that appeared under hie om 
ll&llle, which created the impression about the post-war 
world, and so on. I think it waa a terrific success 
for whoever engineer ed it. 

H. K. JR: His speech, that post-nr one, was such a 
aucceaa that the President bad announced that Mr. Bull 
na going to make a speech and then Mr. Hull made a 
complete flop. 

KR. IUHN: That is just one example of the kind of 
thing I wanted to aak about . I am not recommending it. 

Regraded Unclassified



- lS -

H.ll.JR: Using the Wallace thing aa an example, 
that post-war speech he made waa tremendous; and that 
little speech that I made up before the Grange - they 
still talk about it in England, 

llR. KUHN: There was another example of acme­
thing I wanted to ask you about. That speech at the 
Grange waa almost the on!T time since I have been here 
that you have stepped out of your back yard, in a 

111 

way. I mean, at all other times you have been ve~ 
· scrupulous- about not talking about non-'l'l'e&slll7 sub- ... • 

jecta, although the Treasury touches lll&llT subjects. 

Yesterd&f at your press conference you chose 
not to say &n1thing about England, about the broad 
war situation. They said you didn't have much to 
say about EnP.land, but you talked about taxes that 
they pay in England. Now, that is the policy that 
we have bean--

H. ll. JR: No, but I had a very good reason, The 
newspapermen in England were unbelievably lazy and 
stupid, because none of them d&ugbt on to what I was 
doing. It is unbelievable to me that out of a couple 
of hundred news:papermen there nobodY realized what I 
was doing. I d1dn't want to talk about the war, because 
I didn' t want to ·hook up- I don't want people to 
know what I was doing. 

llR. ltUHN: I onl7 give it as an example, 

H.K. JR: I didn 1 t want them to know. To me it 
is unbelievable that some American newspapermen -
but ~at like Nick Gi'egol'l said, "Wh&t were {ou 
real doing? • I said, "You read in the Tr bune 
what was doing." But I am -sure if you {Kuhn) 
had been there to ·h&ndle the London Bureau of the 
Times you wouldn' t let me be there for ten days and 
not know what I was going. 
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MR. KUHN; Well, I appreciate the oa.pliaent, I 
waan't auggeating that yeaterda7 JOU abould haTe done 
that if 70u had good reaaona for not, but rou can't get 
the kind of attention that 7ou want if rou are onlJ 
going to talk at all turna about ta1ea and financing. 

MR. WHITE: I aa not aura I agree with that. There 
la a fundamental dlfteranoe I would like to explore Juat 
a moment, Kr. Secretary. It appears to •• that the 
build-up and the strength auat be to counter the attack. 
Now, where doea the attack ca.e fra.? The attack doea 
not caie fra. the fact that the Seoretarr baa thia or 
that poet-war idea, that he haa thia or that, or doea 
not atep out of hla field; it ia a queation of hie capa­
city and ef.teot inneaa u a Seoretar, of the Treaaur, 
in the fiacal field, the financial field. The build-up 
auat be to ehow what he ia entitled to hen ahown; that 
be le an experienced financier who ia doing a ewell 
job in financing, and who ia doing a job in the lnt ereate 
of the publ ic against the othera. I think if the concen­
tration la on that, the reat will take care of itaelf. 
He ia not running for office and be doesn't need Totea. 
What he wanta ia to be atrengthened in the public recog­
nition, I gather, of what he ia doing aa Secretary of 
the Treaaurr. 

MR. KUHB: But, Harrr, rou youraelf said there ia 
a philoaoph7 behind thia. ETer,rthing the Secretar, 
doea here at the Treasury i a becauae be haa got a cer­
tain ihiloaoph7; he haa got a W&1 of life - a way of 
think ng about theae thinga. lfow, it •••• to •• that 
you haTe got to broaden theae thinfa 1 little bit, and 
when the Seoretarr atatea hia atti ude on financing or 
on ta1ea, or what not, there haa got to be aa.e idea 
behind it, It ie aore than bookkeeping. J!ter all, the 
iaye and Keane Caaaittee ia juat a bunch of bcokkeefera, 
but the Secretar7 baa aaae iAeae that account for bia 
attitude. I wu juet railing the queation ae to whether 
the Secretar7 shouldn't expreaa thoae ideaa a little 
mor e freel7 than be baa been doing. If be doea, he ia 
going to get attention. He ia going to get attacked, 
but alae attention and respect and frlendlineaa fraa 
the people who belleTe aa be doea. 

"' • 
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llR. IlliTE: I agree w1 th you. I didn' t know lfba t 
ideas you were talking about, 

H.M. JR: Well, anyway, I wanted to start the thing 
going. I think that - who else is there beaidea the 
three ot you on thi a thing? 

KR. GASTON: This caaaittee ot 'ours has been con-
cerned with this tax. 

llR. KUHN: The war financing picture u a whole, 

IIR. GASTON: The war financing picture. 

IIR. KUHN: Peter ia on it, Chick Schwar&, Ecker-Rac& 
ot Tax Research, and Randolph oaaea in whan he can, 

llR. GASTON: But on t.hia thing--

H.Y.JR: Add White to the committee . 

IIR. GASTON: This thing ia a separate committee, 

H.M.JR: I think ao. I think the three ot you are 
enough; don't you think eo? 

·llR. GASTON: Yea, I think ao. 

llR. ICUHN: I 8111 hning lunch tocay with a tila aan. 
You r••ber that Skouraa--

H.W.JR: That aan ia in London. 

IIR. IUIIlf: John Nesbitt. 

H.M. JR: The man w~o did Wra. IU.ninr - Walter i'ller. 

llR. KUHN: Peter auggeettd thia aanl John Nesbitt, 
who ia marTeloua at explalninf problema n the tllaa 
which are not usually put in he tilma. I mean, he i a 
doing a tilm about the TPeaaury. Now, we are haTing 
lunch with hilll toct.y to gin hia aaae ideu • 
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H.M.JR: Bow, do I ooae in the picture? 

MR. IUHN: I hope rou will, and that ie another 
thing I wanted to raiee with you. I know you hate 
moYiee. I mean, it ie a job ~ it ie a chore. 

H.K.JR: I don't mind - if I can go to a regular 
studio and have a director I am willing to go, but I 
don't want to go downetaire and have a couple of elec­
triciane telling me what to do. 

MR. IUHN: I aa wl th you on that. 

114 

H.K.JR: I dnn't want a couple of electricians 
who ait there and have no idea about ligbting or anr­
thinf elae; but if it ie a etudio in New York - I have 

f
ot o change froa aJ paet thinga, rou aee, but I aenee 
heae thinge. I mean, part of ar eucceaa i e that I 

aenae theee thinga in advance. 

MR. GASTON: Would fOU aee Harry Schti'IIIID juat f pr 
a minute becauae he ia an old friend? I think It might 
help a little bit , 

H.ll.JR: r ... 
MR. GlSTON: He ia in George Haaa' office now. 

MR. EI'l'll: Tea, and it rou can get Harrr Scherun 
to eee - he .. 1 alreadf aee, I don't know him - to eee 
what liea behind thia, then it no longer becaaea their 
doing llr. Korgenthau a favor; ther begin fighting tor 
what ther thilik ia right. 

MRS. ILOTZ: That ia the point . 

MR. GASTON: Schenaan ia intereated in another 
thing right now, but I planted thia idea in hia mind -
what we are talking about. 

MRS.' KLOTZ: The7 han got to feel thia thing before 
ther c~ write about it . 
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IIR. GASTON: We can work on hila a 11 ttle bit, 

B.K. JR: To go baok to philoaopb¥, I don • t know 
whether 70u agr .. wi th •• about Brendan Bracken, a1 to 
hia abl11t7. 

IIR, KUHN1 He is Yer7 abl e, 

H.M.JR: What Brendan Bracken aaid waa thi•: He 
said, ~r. Korgentbau, I waa one hiiDdred percent for 
the !iut New Deal, but• he ui d, •7ou fellow• nenr saw 
it through.• !hen he went on to explain about the SEC 
and how we au!ft d that, and we neYer did the big corpora­
t ion•, 10 forth and ao on - we ntYer aaw the thing 
through. I need not spell it out. But he baa got the 
thing down. 

MR. GJSTON: Yea, he i1 right. 

H.M. JR: And I said, •r agree with 70u . • ind be 
listed the t hings which we muffed, and which we haven't 
started. He i s particularl7 interested in ahare-croppera. 
The man ia amazing - hia information on America. But the 
war he watchea Churchill - the a!ighteat little thing -
I mean, he ia Minister of Inf ormation, but he is Churchill's 
publicity bodfguard. 

KR, Gi STON: ot course, the7 ere a gtntr.tion ahead 
ot ua 10 f ar a• popular thinking i• concerned on GoTern­
atnt, 

MR. "BITE: Saaething which would bt wonn around 
poat-war aonetaey atabilitT which would collt, naturall7, 
fraa the Secretar7 of the TreaaurT--

H.W.JR1 Exoust me, I hadn't finished about Brendan 
Bracken, What I aa aa7ing ia, I aa a l•ft-over fraa 
the firat New Deal, wnioh makea the attack all the more 
becaua• there are onl7 a half a doaen of ua latt. The 
thinga that we haven't do~• art ao man{, ao that not 
onl7 the people who didn • t believe in be tlrat New Deal, 
but there art the New Dealer• who have back- elided, and 
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who art opp.oatd to wlla t we art doing here. So 1ou han 
got - I mean; you look around taebington and name the 
Agency that will g9 through for the Preeident· what I 
baTt gent through eonsi,ttntl1 ainct ' 38. So I ••1 
there are not onlJ the people who art opposed to me, 
but there are the back- sliders, plue tbia enti re new 
group of big buaineae which 1e juet dc:ainatlng Wuhlngton. 

That h all. Go ahead, HarJ'1. 

KR. G!STON: HarJ'1, 10u didn't finhh your thought. 

MR. 1HITI: The aonetar1 etabilit7 would bt uaed 
aa a peg, aa well aa on ita own aerita. In tbt firat 
place, if bt cc:aea out for anr.hing like that it will 
haTe tr .. endoua iatereat in t t financial world, Ter1 
great interest in what it going to bt done; and cc:aing 
fraa h1a it would be autboritatiTe, wbertaa hie comment• 
on the others would not be. Uae that ae a peg in which 
he can get hia little philoaopbT of rights of .. all 
nations and atabilit1 and t conaaio liberaliaa, and that 
thing aa a poet war - I am merely trying to follow your 
thought. 

He cannot aay the sor t of thinga that Wlllace doea. 
The Stcretar1 of the Treaaur1 can aay something which 
appeara to be in hie fiel~and yet which will Tery 
dtfinitel7 giTt the aua of hie general philoeopb7, and 
will attract attention, becauee of whet it aaye on the 
monetar1 and foreign innataant field. Would that han 
&DT n lue? 

KR. G!STON: That ia all right. That can't be a 
firet epetch, nor can it be the main factor in the apeech. 
The Secretar1 can't get ·up and talk about poet-wtr finan­
cing and the peat-war world without facing thia - he baa 
got to faoe flr at thi e t remendoue immediate problea of 
taxing and financing in tht preaent moment. Then he can 
go on to talk about--

KR. ~~ITB: Tbia is international . I waen't.uaing 
tbh u the chief thing. I merel1 had a thought Ul 
line - 70u were epealdng of te.i.lace. That ia t .he sort 
of thing he could do, but it ia one and a ainor thing. 

• 
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KR. GJ.STON: 'Ia hen a bus• .. pent, the biggeat 
11p.ent of the poat-war probl• - 0111 of the bisgut 
11p.enta of tb.e poat-war probl• - but the diacuui011 
of it baa sot to follow a diacuaaion of the t..adiate 
problaa that WI beTa now, btcauae I thillk the rrobl .. 
of oontroiliDg a01117 aupplTr controlling the f nanoing, 
and controlling prieta right after the war, is going 
to bt·· 

llR. WHIR: I wu talking about internationa.i. 

KR. GJ.STOH: Of oourae, it oan lead into inter­
national aattera. 

B.K.JR: Can I interrupt? I don't feel up to 1111· 
thing, toda7. I didll' t waDt to do tbia. I wiab the 
three of 70u would continue thia diaouaaion - tbia dla­
cuaaion could go on for daT•• I wanted to plant the 
aeed. I wanted to get the three of rou together. 

KR. GASTON: Suppose wa bring in a man next week. 
I am tbinkinf now of Kark Childa, probabl7, for a popular 
article. I hillk of two men; one la Stone, because be 
ie amart. We ought to go after labor publioitr, too, 
but one man 011 a popular article--

B.K. JR: I can ••• the•• people at lunch. 

liR. IRITI: T.bere h a -.n writing up Lauch Currie 
in the S.turdar Ennins Poat. She h c(laing to '" •• 

todaJ. Who geta thea? Wh7 do tbtJ eeleot one-· 

B.Y.JR: T.bt7 wrote up Douglaa, too. 

KR. 'II IT!: Dou aoaebod7 get the woaan and aq, 
"You wri te tbla"? 

KR. GJ.STON: I imagine it ia a girl who wante to 
eell an article and abe thought Laue& Currie wae an 
intereating figure. 

KR. IUB!I: ()Ia who wu not known to the public. 
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KR. GASTON: Would you aee Kerk Childs next week? 

H.K.JR: Certainly, I will aee him at lunch. 

MR. GASTON : Will Ferdie be willing to be the 
trigger man on thia? 

KR. KUHN: Sure, if you think I can do it. 

KR. GASTON : I am afraid of this propoaition of 
brinfinf in a man who would be reoognised sa a personal 
publ ci y man; you know I don't like it. 

H.K. JR: I agree with you. 

KR. KUHN: I just want you to flap your wings a 
little bit in those waya that I auggeated. 

H.K. JR: Let's see, the three of you talk it arer 
and continue to talk,and let'a aee what we can get. 
I will haTe to change my own philosoph¥ about being 
willing to do eame of these things. 
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INTER OFl"ICE COMMUNICATION 

OAT& 

Secretary Morgenthau 

Ferdinand Kuhn, Jr. 

Noveaber 3, 1942 

Juet before you left for England you asked whether 
our new campaign against coin hoarding was having any 
results. 

Letters are pouring into the Office of the Mint ae 
a result of the radio announcements and the appeal s by you 
and !lira. Ron in the newspapers.. ill the letters indicate 
enthusiastic cooperation. A f ew examples out of many D&f 
interest you. 

A former guard in the Mint service, now in the Navy, 
reported that he found 1900 pennies in hie wife's bureau 
drawer and bought a $25 bond with them. 

A letter writ er from Pennsylvania wrote that be took 
2250 penniee to his bank. 

Another wrote that be would turn in a collection of 
3750 Indian Head pennies for a War Bond. 

One of our own eaployeea in the Office of the Mint 
converted 1050 pennies into War Stamps. 

Profeuor J, E. Amos, Associate Profeuor of Finance 
at the University of Pittsburgh, has launched a drive at the 
University with the aid of freahmen of the School of Business 
Administration. Although the drive i s hardly under way, 1110re 
than 50,000 pennies have been received already, and he expects 
the goal of one ton to be achieved in the near future . 

The President of the National Council of Women has 
written that the Treasury's appeal will be given a prominent 
place on the program for diecuuion at the annual convention 
in New York, November 18th. 

( 

• • 
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RIIADQUAR1'EBS SEOOND CAVALRY BRIGADE 
OPnCB OP TB1I II&IGADI COIIIIANDI& 

NOV3 .. 

28 October 19~. 

Honorable Secretary A. llorgentbau, 
'l'reaeury Deparhent , 
Weahington, D. c. 

111 dear Seoret&1'7 llorge!lthau: 

I regr<ot the del417 1D obtaillins tor 700 
tho nogaUn 70U N<!Uaahd in JOIU' letter ot SeptMbor 4 . 
About the U.u JOU wrote I na or4ared ftay rroa Port 
Riley and JOur letter baa followed .. to field aanoarera 
end back here. 

I haYo recently auccaodod in aoouring a 
copied negative troa the Air Corpa at lll.rehall !'1el4, 
ll'ort Riley, Ken.eaa, which I belina you will find aatie­
tactory; the oriainal had already been aent away to 
Headquarters, 7th Service Comand. ~ 

negatin. 

RCR/bn 

I t will not be neceeeary to r.turn thia 

Verr truly, 

~76( 
ROa&Rr c. RODGERS, 

Brigedier Oen.eral, u. s. /.riAl'• 

• • 
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1Julllact•• a. c. F1l e 1n Dl.ary 
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TRUSURY DEPAR'l\lun' 
Washington 

FOR IlOlEDIATE RELEASE 
Tuesday, November 3, i942. 

123 

Press Service 
lio. 33-93 

Secretary Morgenthau received word today that Sergeant 

Donald M. Huntley, one of the fifteen British and American war 

heroes who toured American cities last summer on behalf of the 

War Bond campaign, has been killed on an R.A.F. bombing raid 

onr German,y. 

Huntley met his death in a raid on the German Naval Base 
of Wilhelmahaven on September 14. The British earlier had re­
ported him as missing, and only recently intercepted a German 
broadcast announcing that he had been killed. 

Previously he had taken part in the raid of several hundred 
planes on Kassel on August 27 and had played a conspicuous part 
in the raid on Saarbr uecken on September 1. His crew reported 
having set many fires on indus trial targets during that raid. 

Mr. Morgenthau has sent a message of sympathy to Huntley's 
parents, who live in Salisbury, Rhodesia, saying that the dead 
airm .n was "at all times a credit to the uniform be wore" and 
that "he gave his life not only for hie own country but for 
ours in tlie fight against our common enemy." 

Huntley, who was only 21, arrived in this country in June 
already wearing the Distinguished Flying Medal as a result of 
hi~ work as wireless operator and air gunner .in ! notable R.A:F· 
ra1d Cl\ the Diesel Ellfine hctor:v o.t -'Uf'ebuJV. In \\a shiny ton he and hlll 
group of airmen, Commandos and sailors were received at the . 
White House by President Roosevelt, who thanked them for the1r 
service to the American war effort in making a long tour on be­
halt of War Bonds. 

In the twenty cit ies wher e Huntley appeared -- New York, 
Boston Philadelphia Baltimore Washington, Pittsburgh, Detroit, 
Vllwaukee, Minneapolis-St. Paul: Denver, Salt Lake City, WSeathtle, 
Portland, San •rancisco, Loa Angeles, San Antonio, Fort or~ • 
New Orhans, and St . Louis __ Huntley made many American !r1ends 
and spoke briefly to large cr owds. 

-ooo-
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THE WALL STREEI' JOURNAL 

NOV 3 1942 

• 
Treasury Needs 5,500 More Men and Women ·ro 
Administer 1943 Tax Ret1r1rns, and Must Train 
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( TREASURY DEPARTMENT 
PROCUREMENT DIVIIIOH 

WASHINGTON 

12b 

November 3, 1942 

Mhl.!ORAIIDUM TO THE SECRETARY: 

There is submitted herewith the operating report 

of Lend-Lease purchaaes for the week ended October Sl, .•. 

1942. 

The requirements for the calendar year 1948 sub­

mitted by the countries participating in the Lend-Lease 

( program, for i t ems to be procured through Treeaury 

Procurement, total approximately $2, 750, 000,000. The 

estimated costs are being reviewed and admininiatrative 

expenses are being developed for eubmieeion to the 

Bur eau of the Budget by November 15, 1942. 

t~ 
or of Procurement 
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~ LEND-uCE 
TREASURY DEPART!o!ENT, PROCUREMENT DIVISION 

STATJ!l(ENT OF ALLOCATIONS, OBLIGATIONS (PURCHASES) AND 
DELIVERIES TO FOREIGN GOVERNl.IEIITS AT U. S. PORTS 

AS OF OCTOBER 31, 1942 
(In Williona of Dollars) 

AdJainlstra ti ve 
Total U. I . Ruaaia China Bxpeuea 

lllooationa $2327.2 fl202 .7 $739. 2 rs6.7 $3.7 
(2325.5) 1167 .8) (695. 5) 56.7) (3 .7) 

Purchase i uthorizationa fl790.4 
(Requisition•) 1794.5) 

f1062~8 
1048.7) 

f669.3 
688.2) m·4 .1) 

Requiaitiona Cleared 
f or Pur chase 

$1724.1 
(1723.2) 

fl049.1 
1021.1) 

rsl7.3 
645.0) 

$40.0 
(40.0') 

Obligation• (Purchaaea) $1620.6 
(1589.8) 

t 996.8 
988. 5) 

$567.8 
(544.9) 

' uo.o 
(40.0) 

$2.6 
(2.6) 

*DeliTeri ea to Foreign 
Gon n.enh at U. S . t 688.5 • 544. 0 ftl5 .2 roo.l 
Porta 666.0) ( 580.4) lll.5) 20.1) 

........ 

Undistributed ana 
lfiacellaneoua 

$824.9 
(401.8) 

$ 17.9 
( 17.5) 

$ 17. 7 
( 17.1 ) 

$ 14.4 
( 18.8) 

• 4.2 1 
( 4.0) 

.. Delheriea to foreign gonMmenh at u. s. Por ta ao not include the I 
tonnage that h either in atorage, 8 in- tranait • atorage, or in the 
port area tor ~ich actual receipts haTe not been receiTed traa the 
foreign gonrnMnh. 

I 

Bote: Figure~ in parentheeea are thoae shown on report of October 24, 1942 

.. 
' 
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DLA 
This telegram must be 
paraphrASed before being 
oommunioPted to pnyone 
other th~n a GovernmentAl 
agency, (BR) 

Seoret~y of State, 

We_sh1ngton, 

1268, November 3, ll a . m. 

TF 69 

Chungking via t rrPoh1 

DPted November 3, 1942 

Reo1d ?:30 a . m. &th 

I 
TO SECRETARY OF THE TREASURY FROM ADLER. 

Weekly economic. 

One. Sele or Uni t ed Stptee dollpr--bPokcd 

s pving certificate to end of October Chi nese n~tion~l 

ourrenoy illo,ooo,ooo. C11mppign to push SPle of 

United St~tea dollPr-~bPcked and domeetio Government 

bonds initiated i n Chungking, with former to be sold . 

' 

on volunt~ry and lAtter on compuleory b~eie, tho~· 

oompuleory eoheme appe~r• too cl~ea1tied to be errective, 

Two. Black mPrket rpte t or United St•te currency 

notes in Chungking 11t the end ot Ootober Chinese 

n~tion11l ourr~no7 46-48 per United Bt•tse dollPr . 

Three, PreliminP~Y figures tor Oentr~l Bpnk 

over-sold posi tion in October, United Strtee dollars 

456,000 end sterling 85,000 ppproxi m!tely, 

Four. Last week Gensl'P~ieUmo aubmi tted to 

People•• PoliticPl Counci l a progrpm tor the 

intena1!icPt1on 
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-2- Nl266, November 3, 11 •.m., from Chungking vi a K~eohi 

intene1t1oPt1on of prioe control wh1oh is obviously 
• influenced by our own price control pclioy . Program 

envi&Pges ceiling on prices or impor t ant commoditiea 

in moat import ant centers to begin wi th, fixing of 

wages end coa t or trp~aportation , ~nd gr~duPl e~tene~on 

or price control and grpdurl introduction or r~t 1on1ng 

t or rood and ot her eseenti~le . Unknown ~a yet to 

what extent scheme will be put i nto prcctice. Ouch 

o~ge.nir.~ticne as would hrv11 to ndminiater &o!l!e <>! 

essential pnrte or program ~re trying to limit its 

scope, Prcgrnm so f P.l' t>S 1 t will be enfor ced wH l 

inevit~bly tend to ~Y up ciroul~tion of goo~s. 

GJ.USS 

BB 

I 
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RCC Chun'\k1ng 
This tt1tgr~ wust t c 
pnr r.phrr.SE d ct f vrt bt ine 
corr.unicr.ttd t o c.nycnt 
')thtr t hr.n a G-ovt r!Ulttntt.1 
nGtncy . (LR ) 

Dr.tt d l'lovcr.focr 3 , 19 

Htc 'd 1:25 p .m. ilth , 

Sccrctnry o f 3tatc 

lonshinat on 

l~ovtmbtr 3 , 2 p .n . 

TF'71 . 

T O 3£C!'lE1'1.IlY OF ':RE •• SURY fRO: 1.D!ER , 

Rc ~D£ oi TFE>S of October e. L.t :or . Kur~t, '• 

au.,:-,c sti.:n <>ot.rC:. h:. s rt que a ted Gt ntrr.1 Sccrt t t.ry 

:.nd n;rst1f t ~ ;"r lct r trip to ' ' r thwcs t t o invtstigr. t~ 

posSibility or ...,,_.:-.rc' ' s cpcni l'(!. r.n (j ) k nchow 

whlch ucu lc, !:rrnt Uni tE d St r. tcs clollr.r c.:>vtr fer 

c.:>.'l!'ltrc i<>l in!'"rts fro:::~ Russir. . Gcncrc l Scerctc.ry 

r.nd I lE nvi::>S tor uroeh .;.w oiovcn cr 3 f ort. '.::out two 

UEEks . 

U) Ol!l.ssion 

liiiil 

Cl/.uS3 
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Not ro B! R&=TIW!§Mtnm 

COP! 110. ~ -
OPti'Jc NR, ffl 

1111'-tion noeiftd up to 7 A.M. , .)rd l<mlaber, ·1942, 

llt/2114. A Polt.b and a Britiab dut.royer With 4 110tor 
torpldo boato intercepted and attacklcl wltb cun£ire ao eutbouad ~ 
south or CUEIIIISI:r. One 1bip •• 11t on tire, Motor torpedo boa to u­
clolecl and cllill a torpeclo bit on 011e lbip and a larp trnwler. 

211d/.)rd. One ot our ..,tor lauDcblo .. "'-cod bJ lliJM 
1n tbo SI'MITS or DOVI!R. 

2. MILIWlJ 

lliln· ~0 12 IIOCft 2nd. Duriac tbo nicbt llt/2114 t.bo 
N.,. Zl&l.alld D1Yielon BlljlpOrtod by Hortblabriall and Hicblllld Iotutr1 and 
tt.nko a ttockecl 1D the aortbem ••tor to clar a pp 111 the ....., d.­
renee• Wlet or ttL IL .iliSA tbrol1ab wbicb to peu our ..,.,ured r.....,... 
In epito ot etrcnc 1111117 reatetance and cOUDtor atteck our to...,.. bJ 
6 •·•· bad pecetrated n-.rly J mil•• into the ODIIIJ detoncee on a trent 
ct 4,000 yuda n1t of ltiaiE! RIOOE and eout.hweat ol TEL IL EISA. Hoa"1 
tishttnc with U'liOIU'8d r-t10ftl oontinuecl tbrouchout MCIIICiq 110rning 
1n front ot our adorance tboueb activity 1lacklllecl •lllbtly at midclq 
lliiCI tbe battle oetre - ed eoutbftrde. SOM or our lilbt ~ 
rorceo pt.lled t.brooucb and carr1ec1 out raida beb1lld the ..,_,. l1nal 
deetroTiDC etorN, tolepbone Uno1 and lorriee. Strcnc atteokl ..,.. 
lllda &pinet tbo Aultrali&DI ca om- extr.e ript N>ll the ....., wto 
Wbicb bad been out ott ...S. a dator.1ned ettort to cooparete with tbc 
attecu rra. the -t. 0nr Jl011t10ftl 111 tbie MOtor bowtBI a '"" 
llllchanpd, Pvtblr -tb ocatact .a ainte1ned all a1cac the trent 
and di'N1'11CIII&J7 attaalal INl'l ...S. bJ our tore~~ -u-t ot I.Illln 
RIOOI and utrSA. the lllliii8A1' t• ture. 

), AIR QPpm!N 

-e lJIIt. 2nd. Onr tipton oarried oat ott .. 
live Cper&t10ftl, ouuaJ.tiN - 4, 2, ~. Our 108111 ) , 1111, 1111. 

1 
mm_. .)llt/la , 2 l , SOD-tca lbi pe ,.... INIII< ott 

'l'OBIWX let, Ficbterboabere .ade 14 attecke apinet .. .,. tornrd 
pcaitlone 11111Dly 111 tbo nortbem 110tor and also roidecl 1L D.UIA 
lan41nc II'OUild and a 1uapected H.Q. obte1111n& 111111 dinot bite. 
Lis'ht bombere IUCCIIIIflll.ly attacked 1.1'. n&ar SIDI ABD'tl. IWIWi 
and lona rann tipton de~ti'OJICI tbl'll t&Dker 1orr111 and clutapl 
Other nhiole.. &II -ted dift boaber f-tlon •1 111toroeptod. 
Bnov OUMlt4••, a., 1, 6 Onr' r •• uM:r .... 

lit/2nd. Our '-~>tac 1D the llortbem -tor .. r.­
PGI'tecl to be 1101t IIICCI IIf\&1, 

ND QJD!M. Two larp troop tranapcrte were ottecked 
ott !!UNA anc1 torcecl to wt thdl'l•. Ono direct bit and - noar miseoa 
wore claioecl. A transport was later r eported on tiro ott GASIIA1'A. 
Five tn~~ .fi&btora were shot down. 
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Mr. Betliob 

SubJeot 1 •tbe Gr. at Otteni1Ye1 llax Werner 

135 

1. llax Warner , in b1a late.t beolr., 1!be Great 
Otfene1Ye 1 , aalr.ea 1t clear that t be taaoiet coal1t1an 
oan be defeated enl7 b7 an aarlr ooer41nate4 ettanlln 
b7 tba Un1te4 Jat1ena. •Iaolate4 national war. aga1net 
the fh1r4 ~lob an bound te tall. llun1an reahtanoe, 
Br1t1ab atrate«J, and Aaerioa'e ahitt te aot1Ya wartar. 
aga1net Geraanr, are eo 1nt arlinlr.e4, that onlr a Jeint 
oftantiYI etrateg7 can aalYe the oriail tar aaob at tbe 
Allin.• 

2. In Werner'• epinian, an Allied leoend rrent 
in lurope ia aaaent1al to oountor-balanoa tbe laetern 
f ront. !be oh1at tunot1en or a Baoond rrant i1 not 
to raliaYI the ~ ~7. but ratbar to unl aa1b tba 
Ru1eian attenliYe power• ter tbe benefit or the entire 
an t i-.. il alliance. rurthar.ara, tba •&J to J apan i1 
aoroaa the lftCl iab Channel , 1ino1 anl7 tbe opening at 
a leoond luropaan rrent will gin !llauia the naoauar, 
41ploaat1o aa4 a1litar, treadoa at ae•a .. nt in the Far 
la1t, 1e that aDe .., jein the anti- Japen111 ooel it1an. 

J . to thMe wbo are tr1ptened b7 Ju1 prep-.:r-Ueno 
ageinet 1nYaelen, Werner e&Jel 

•c.e1tal tertltioaUene a10111 1r1 1ne4aquata tor . 
1ta•inc eft 1an41nc operat1en1. Ia W1at Wall can 
preteot the Gel"'laft-4oa1Date4 oeut 1 trea 81arrUa 
te larYilr., er the ... iterranaan ooaatt tree Kelaga 
te the Plraeut. Bltler'l ttrell en the UY1no1-
b111t7 et tbe Ger.an-beld oeattl oeuld be called a 
Glr.an ••r•1en ef tbe Mag1net Line o.aplax -- unleaa 
Ina ••n•e• that 1t it oaloulata4 te terYI a1 a P•7· 
oheleg1oal deterrent. !be JuU lr.now tbe teohn1ot 
af ao4arn warfare teo well t e ttalr.a •••rrtb1nc en 
ooattal fort1t1oat1en1. !be real prablea tor oeutal 
detanu 11 that ot " .. b1la reUrYII · In tbU retptot 
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the ~-io ot the relaUeuh1p" or taro .. 1a ta'l'erable 
tor the Ang1o-AMI'1oan fllll'o .. ; beoau.e et tbe tJ1JIC 
down or the Oezwu azw1ee an the -.a11u rrent, be­
oau .. or the grew1ag Oezwan oa•al Uee there, beoauee 
or the dra1n1nr ot Ger.an ..... ..., .. bJ the nee4e et taw 
Eutern o•paign, an4 al11 beoa•H et tbe 4eoraa1111« 
deneitJ ot the Oer.an ocoupatlon in the Weet. fbi 
Ang1o-AIIor1can-Oana41u treope on the lriUih Ieloe 
will in UJ' ••ant be etrenaor than the IJoNan tore .. 
in Wntern and Jerthorn Surepe. 

•Another taotor taYore 1an41af eperatlone la Weetern 
iurope. !'be po111bUl tJ tha tbe lan41ft«1 alght be 
threatenK bJ GeNU naYal tara .. 11 al-t enUralJ 
rlllK •t. It ••• ohlen,. the ••atn••• or t hllr ewa 
.. .,,. Uld the eupel'leru,. et the Br1Ueh Fleet wh1oh 
aa4e an atte11pt at 1BYal1an et Dla1u4 ee 4angereu ,.,. 
the fh11'4"Re1oh. ~ r•••re• re1aUoneh1p or toroee 
at eea tao111tatee an Aftcle-A.er1oan 1an41nc.• 

Werner then oltee Japu .. e exporleaoe , an4 the Deoeaber 19~1 
Rllae1an 1an4inc in the 01'18 .. , te ehew that woh 1an41ng · . 
operation• oan be oarr114 out . 

4 . I n Womer'• op1n11n, 6o to SO Ang1o-.lael'1oan 41•111one, 
wi th 3,000 to 5 ,000 plane• an4 tanke, are euttioiant to g1Ya 
the All1ee eupel'1er1tJ Her the Qozwan Ar~~J 1n Wntern ani 
8outhem C\lrope. A441ft« 2() d1Yhione fOI' 1'0101"111, he 0-
l idere 100 dhlaione te be the aulau requireaent , R£"'1:J' 
t l!t etrendh tf~he ~ "~tiD' 1nhot . It the ait 
Statu we-... tel'lll~ot Fa torae, er 50 dirtllone, 
our auiaul Ollltl'1but1M weul4 be abeut 1 ,500,000 aea, 111-
oludift« auzU1ai'J' tnope a114 I'OIII'Ye teraeUitUI. 

5· Werner'• bl'1111ant ana1Je1e er the o.araa ot t!ll 
•ar elnoe the Ju1 111YU14111 fit t!ll le'l'ht Vll1an tur111lbae 
the b aokanua4 ter h1e u1a th .. 1e on tbe etrat'«J' at 
COal itien Warfare. 

fhe freaeui'J' L1brai'J' hae a oepJ er Womer'• beok. 
I eend it te Jeut 

lbal1 
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1. During tba aontb at laphaber, leu .. ot Allh4 1U14 
neutral eb1pp1ng b:r ball1gwrent aot1an wore oonei4erablJ 
l ower · than 1n AU&u•t ( an4 the lao .. t einoo Januarr ) •• eboon 
below: 

tt;n••. 19!2 1 !e:traber, 1942 
11118 or ~Jrou •• r CJroee 

at tane at tone 
'hlp• llliral 

Un1h4 lbtu 19 115.~0 Ul UJ ,210 
Br1t11b lap1ro 58 3~. 991 47 252,709 
Other Un1to4 and 
neutral nat1ane 46 214.2]2 ~ .1.66,6ZS 

TarAL 123 679.373 109 532.594 

2. Aaoriaan an4 Br1t1eb launohlnge 1n lapt•ber, appron­
aatel:r 7d6,S78 cr•u tone, oxaoo4o4 Al11e4 on4 neutral ••~'­
chant aar1no loeeoe tar the aontb bJ 254,284 gro•• tone. 

J . During lept•bor, about 6,500 Br1t1eb ~n4 All1a4 ab1pe 
•ere oonwo;ro4, 1no1u41ftS tba •••t Atlantic, Caribbean, an4 
Un1tt4 11ng4oa aoaetal oann;ra. OnlJ al18bUJ wore than 6/10 
ot one percent at tba ebipa 111 aonn:re were loet b:r enoa:r aot1an , 

4 , Appronaattl:r SS poi'Oent ot tbe lapteaber l ou .. ••• 
due to eubaar1nea, an4 tba reaa1n4or te alroratt . !he bulk at 
t he lowe aoourro4 1n tbe Atlant1o, ob1etl:r in tba aaatern 
approaobee to Tr1n14a4 an4 tba nortboeatern approaobea to tbo 
United Ung4•. 

(Dhh1an ot •••al Intalligwnoe ; Kar1t1ae Ooaa1n1an; U. l. 
Operat1t11o lie part • ) . 
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TREASURY DEPARTMENT 

WASHI*iTON 

MOV 4- l':l4L. 

l!E~'ORAI\'DULI TO THE SECRETARY: 

I lliD submitting herewith a proposed Treasury 

Department Order which would delegate to me your 

authority with respect to the renegotiation of Pro­

curement Division cont racts under section 801 of 

the Revenue Act of 1942. 

We are now studying the queetion whether we 

should enter into an arrangement with the War and 

Navy Departments and the Maritime Commission under 

which the agency having contracts in the greatest 

dollar amount with a given contractor would be 

authorized to renegotiate on behal! o! the other 

three agencies as well as on ita own behal! . I 

ahall submit that question to you in the near future 

with m,y recommendat i on a. 

· ~ ~t Procurement 

Attachment 

13~ 
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TREASURY OUARTMENT 

. . NOV 7 • 

TRWURY ~!i1'J!NT OODER 

By Tirtue of the authorit7 contained in Section 

403(f) of t he Sixth Supplemental National Defense 

J.ppropriation J.ct, 1942 (Public 528, SenntJ-anenth 

Congreaa, Second ~aaion), as amended by t he Be~ 

J.ct of 1942 (Public 753~ SnentJ-eennth Coqreaa, 

Second Seaaion), I hereb7 delegate to the Director of 

Procurement aa to contract& entered 1nto by the Proeure­

ment Division all the authority and discretion conte~red 

upon me by the aforeeaid .let, aa amended, The Directcn:, 

ot Procurement is bereb7 authorhed to ~~ake fUPther 

delegations of such authoritl and diacretion. -

• 

Regraded Unclassified



141 

Y'R'V!!W 

I b&Yo 10110 Clftr nry e&reh.ll7 tbe tuo relatina to tbe air­
owuot.ncoa ot tbo at~PUaUon ot J-• P. 0 'll.ul. trca h1a poo1 t.ton 
u Tr .. ....,. .U.taobe 1n Ohare• at Parle. 

0 111o1ll l att Parle 011 a 1'aoaUon trip to tlle Unit.<:! Statoo, at 
b1a o., upeneo, ., IIC>'I•bor 14, 1934· Ko bad tba\ hac! ol01'011 :roar• 
ot f onip aerrtca, 1ncl1141nc A801ltclt CWotcM Attache at Parle, 
CUetcaa At tacba 1n Cbarp a t Zllrlcb, a alallar peat n n....,oo, It.alT, 
lliCI trca llq 1 1 192'7 1 u OU.tcaa Apat 1n Cbarp at Poria. 

Attar hU arrbal 1n tbe Uni t.4 Statoa on YacaUoc, late 1o 19)4, 
a ccaplaint ._. racai'Nd trca a ....., .-plo,_e 1n tbe Paria ott1ce 
tllat abo bad been dlaiaH4 unta1rq. TbU lee! to on 1oneUcat.toc 1o 
tho apr1og ot 1935 b)' Cuatcaa Apnt Cbarlea St01'011eon, now Chief 
Appraioor 1n tba Bureau ot Cuatcaa. Ka Nport.<:l a rather low atata 
ot •or ale 1n tho oft1oo1 reneot1og a ... wbat 011 0'No1ll'• oopac1ty u 
., adll1nl.atrator of eo larp ., ott1co1 but u orib1oc ooftdl.t.icne 1o 
part to tba relaU1'o 1nuparienoa of tba atatf. In tbo •eant.l.M, 
bowonr, Tea lllnninc, u Solicitor of Cuetcao 1o Nn York, bad bop 
., 1onaUp t1cn of t.M act1rlt1ee of certain brckoro ano:l their ral.ao-
t1ona wl.tb OU.tc. ott1cera. InneUgat1cca 1oc14Cit to h1a d.1a-
conr1oa neul t.4 1n tba t1cd1nc ot tbe f cllowi.Jii wi tll reepoct to 
o•x.m. 

(1) Be bad bean 1n !airq frequnt corraapcndcco wl.tb ..,;, Carl 
atom, a CWotou lawr-r qainot 1lhoa eeriouo cbarpl _.. pratorrecl, 
blit tbia corrt~apcndeDco did not ronal ur;f dat1n1 ta 1nd1oat1cca of 
f&Yor1t1a to atom or ur;f corrupt acto. Ha wu oono1derecl blulable 
for 1od1ocrot1on 1n th1 a ooMoct1an. 

(2) O'Jo1ll bad paraonal auppliaa eb1ppod to ha u part of a 
Oonrn..,t obipMDt. OD 11hiob tllo GoYomaODt. paid tbe ah1pp1o.g cbarcoa, 
ac1111t1nc to acao t2S.OO. 

(3) O'lo1ll boucl>t a car through a IW'opO&n acant 1o 19)2 &ftd 

bad 1 t eh1ppecl to b1a rna tba Unit.<:! Stotaa. He wrota to tbe agct 
of tba Black Diaoncl u- 1n Rottorclu uk1oc epoc1al canaidarat.ioo 
1o tlle Mtt.ar ot tra1cl>t cbarpa. TM Black m-d Line carried tllo 
car !rea. Tho rocular troicht. obarpa 10luld ban boCI 11.24.00. 
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(4) llhan 0 1Kelll lef t Pu1Jo 1n JoT,.t>er, 1934, he pn "P the 
llo~l ou1 te he bed bMD u1nc ancl bed hia t11rn1 ture at.orecl 1n a •1Dcle 
ro .. , at a .,oh lonr rate, Be oantlnuecl, howwer, 1n late 1934 ancl 
earl)' 193,, to recebe ouppl-tal PIG' f<tl' quartere em the ueerUon 
till t Ill ,.. a till Min ta1111nc a claColle 1n Pari•, 

(') Re peraittecl ~07MI 1n hie ottice in Pu1Jo to bu7 Ocmom­
•ant ·~· Mel the -•7 noei'fecl therefor 11&1 1n p~t uec1 u a tlmd 
tor Upp1nc •••mcera who .,.., an official buaine11 to the office, 

'l'h• action taUa 1n o •Jelll '• cue ,.. thlt an October 1, l9:U, 
be ,.. nCIII1nal.l;r veeterrecl boca bia po1t at Peri& to be a Trauar)' 
.t.ttlcM at LoadeD, altlloucb actaall.)' ba r.ainecl 1n tbie c"""t.,- an 
t.porar7 cleta1l u Uai.a<>D ottica". on Joana 16, 1936, be -. to..all.)' 
tunaterrecl to the tlnitecl Stetea u a lii11<>D ottiCG", aceeptiJI& r~ 
ducticD 1n PIG' trca fiOOO to ·~· It -. rec-.!ecl that be be 
raprom tor 01ncl1acraticDa encl 1111etll1oal. cond110t.• I t1nc1 oo record, 
bo'wrer, ot th1a haY1nc bean clcDe. on October 12, 1939, O'JieUl 
..., tranaterrecl, at hie om requ11t, to t he poeition of Deput)' Collector 
at Booton. 

I t 1o oq opinion thet the cltr&lictione found 1n O'Neill '• eaee 
do not unti t ~ tor the 1pecial dut)' to 'llhicll it 1e proposed to auign 
Ilia, .lccorclinc to 1'. a. Johneon the eort ot t.hinse be clicl were ..,.., 
or leu cuatcaar)' 1n the eerrice at the Uu. O'Neill ie resarcled u 
an excellant all arOIIDcl euetcaa .an, with broad aperience 1n IIII1T 
pbaeea of the eerrlce, Dllr1.nc hie t 1nal rearo ot eerrice 1n Parit he 
.... the hisl>eat paid ot all CuatoM asanta. 

I a. reta1.n1nc the tue 1n 'IT ottice 1n cue )'av. or the Seeratar)' 
ehav.ld care to refer to it. 
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D> rq ·~of tbio date repr<Una J-• P. O' leill 

I 1&14 U. t I ba4 not Me ab:le to find record that be bed. bee 

nprl""" ... • I ban now 1ocatM 1n t.be tUe tho letter of 

npr1lland, datM llq 19, 19)6, ....t I a atteclWI& a copJ 
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..., 19' 19)6. 

In a eeparats o-ru.oation the Deputa.,t h&e cl1rtctecl TOUr tranater 
!rca tht petition ot Treuur)' Atttohe, cat-1.4, J'lOOO. per 111nua to the 
petition ot Cuetc.a Apnt, cat-13, JS600. per .,,_, t!!tctiYe j,, 16 
19)6, with ott1o1al stltion at Boaton, llue. ' 

!be llepa.rtMDt'• action in rellftinc""' tNa the poaition ot ,..........,. 
Attache •• p...Uoatec1 upon certain alltcationa a!ttct.inc rour offioial 
cclUiuet, with mioh allepticme rou art t..Uiar and111Ueb neecl Dot bt 
rtatatecl at l.,cth herein. 

llan7 ot tbt alleptions bear1nc en rwr tclllinUt.r&tioa o! U. ottict 
ot t'rtlt\IZ'Y Attache at Paris are .Wor in oh&ractsr 1t ccmaiderecl tinclT, 
bllt 'lllltn tilt., u a whole indicate that the 110ralo ot the Parle ottict 
sut!erecl hca raur lack o! tact and 1nabU1t7 to ll&intain the reapect .,d 
sood will ot rour eubordin&tse. 

'!l'lt Department, hooleTer, cone1dert o! 110rt 11r1oue illport tboat alle­
satione dtalinl with raur undue inti&aey with a ouetcae broker with reapoot 
to oft1c1al uttsraJ tbt eh1pp1nc ot pereonal artiel.te to rou !rca Nn York 
to Parle b7 OoTtmaent b1ll ot ladinc, at an approxl.a&te coat to the Oo'rtm­
aent ot J28.oo, aclue1.,.. ot tbt coat ot pacld.nc md dJoooJinll and the 
thi)lMnt abroad to ,.,.. tree ot treisbt oharpe ot 70U1:' prints autcaobUt 
t.hrou&b the Courte-r and cood ottioet ot a .... York CUI- broker and 
etaeuhip o!tioiale. 

11th reopeot to the ehi~t to you ot pereonal propert;r abrold en a 
Oo'ro~t bill ot l&d1nc, rou will bt oallecl upon to rta~Jur•• the Oo'rern­
Mnt 1n the •ount ot the tre1ght and oh1pp1ns cbarpe 1n question. 

1!\e Dep&rillent 11 not ....tndtiiJ. o! your peet eood record 1n U. 
Cuetcao Sen1.ce, nor ot tbt oxcollent reaulte 1n the wq of lorp rtccwerlu 
that have been udt due to yaur pereonal aotiTi till 11h1le 1n chirp o! the 
Pari a o!tice. H.,......r, the unethical praoticte and poor judp!OI'It attrlbll­
tld to you, and ooncernins '11111ch you h&Yt been prtY1oualy quoationecl, oan 
not bt o•erlooked, and yao. are herebT rapriUnded therefor. 

Very trulr your•, 

(81&J*I) 'I~• C. Taylor 

Ateilt-. t Seoretlry o! the TrtuurY • 

Regraded Unclassified



TREASURY DEPARTMENT 145 
INTER OJPI'ICE COII4114UNICATION 

DATa 

TO Secretacy llorgenthau November 4, 1942 

"'o" Ferdi!lllnd Kuhn, Jr. 

The November ia,ue of Fortune baa many interesting items 
including the following: ' 

1. 

2. 

3. 

4. 

An article on labor's attitude toward the war, as surTeyed 
in the Pittsburgh area, including the statement that "the 
Vlar Bond purchaeea on the deduction plan, though only a 
minority of the workers have signed up for 10 percent, have 
alread¥ a greater momentum than any other way of saving. • 
The survey shows no evidences of a buying spree for silk 
shirts or other luxuries except liquor. It also quotes 
workers aa saying that they would give up all over-time 
pay for the durat ion if net incomes were cut to $25,000 
a year . 

• .. 

A letter from IrviOJ Fisher on the spendinga tax, predicting 
that your proposal promises to be a very lively corpse•. 
Fisher, of course, takes credit for the idea and urges 
that the spendinga tax be accompanied by t.he removal of 
moat corporate income taxes which he regards as taxes on 
savings. He slaps the Senate Finance Committee for ita 
abrupt re jection of your spendinga tax proposal, and 
quotes with approval from your statements on the subject. 

An important article by ilvin Hansen on post-war economic 
policies . You might wish to have Harry Whit e's office 
summarize and analyze this article. 

An admiring article about Henry Wallace which contains 
a reference to "HIS food-stamp plan• . The capital letter• 
era mine. 
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TREASURY DEPA RTMENT 146 

INTER OI'I'IC~ CONMUNICATION 

OAH 

to Secretarr llorgenthau 

'""" Ferdinand Kuhn, Jr. 

NoTtllber 4, 1942 

Here are a few item. that may intereat rou from the 
lateet public opinion auryeye of the OWI: 

1. 70% of a netiomwide sample think the people in their 
community haYe not been aaked to .. t, enough aacri!icea 
in the war effort aa yet. 94% aaid they would be willing 
to aake aore aacriticea even though other people were 
not aalcing aa ll8liJ' ae they. 

2. The tm.rican people aeem to have an axagg~rated idea 
ot our military and induatrial power. S~ eay that we 
are already producing aore than hal! the war material 
now being used by the Allies. 52% sar we have the 
strongest navr of aor countrr, 51% the strongest air 
force, and 58% aay that we have the amarteat generals. 
In the "emarteat generals" poll only 5% aaid the Ruesiana 
had the smarteat , 1% the Japanese, 19% the German and 
2% the British. 65% aaid that the United Statee had the 
beat fighting apirit; only 12% voted !or the Russians , 
S% tor the Ge~ns, 5% for the Japeneee , and 6< tor the 
English. There is general eatia!aotion with the kind 
of training our arm, ia getting and with the spirit 
among' :the · toank and tile of our al'li,T. 

3. The $25,000 liait on aalariea ia aupported by an oYer­
whelming popular belief that wages and salaries ahould 
be limited !or the duration of the war . 82% think 
there should be a liaitation of aalariea , but this 
does not mean rigid !reeEing. 45% ot those who favor 
a limitation aleo think that aome salaries should be 
allowed to go higher than they now are. 
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The OCD baa reooTered froa ita unpopularitr of a few 
months ago. Inter.iewing in October showed that more 
than one- half the people throughout the United Statea 
think that ciTilian defense ia being run "Terr we11• 
in their communities . An additional quarter of the 
public think that it ia being conducted "fairly well•. 

Half the people in the United Statea believe that they 
have reduced their bUfing habits since last year, chiefly 
by cutting down on clothing. Three-quarters of the public 
feel that taxes in the past year haTe not i nvolTed thea 
in any real hardahip. 
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Intormntion received up to 7 A.ll., 4111 NC~Vcmbor, 1942. 

NORTH ATLANtiC. )rd. A Focko Will£ woo ohot down woat ot BAY OF 
BISC/.t by a Hurricane flom fro" • ship in homoward bound convoy. 

§!!Iolli. lat. A 3,000 ton Finniah ohip aunk by Ruoo!;m oubclarine 
otf CDYNIA . 

loll!DITZRRI'.Ni!.AN . Hight let/2nd. Feint lanclingo wore IDOde b7 aotor 
t.or,>Odo boats at RAS GIV£15.< and CoL DABA. ._. 

( 2. IIILUAJ!I 

( 

~· Up to noon )rd. In ext.n=e norf.h, .,..'till' 110vcnent na o~ 
aorvod to th~ woot of our pooitior thr,..tt>out tho 2nd, nod duriog Ulo niC)!t 
2nd/Jrd thoro wore oigno that cn8JliY Mot of tll!o (o001t1on might ott.ompt to 
brotk out. No ~cvcmont, however, developed. On 2nd, nor~horn fece of the 
Corridor, opc~nod on 1st/2nd, Wfi.S secured to 1\ d.iete.nce or 6 mllos wast of 
r.e:L &.. ElSA, wtd strong enemy prllsaure wca reohtecl . Durlng afternoon, ene.tnf 
countor-attooked fro= oouthwcot of t his Corridor . At 10.1~ p.m. •• attacked 
west and north~tet or tho Corridor . ro tho northwest our infPntry was held 
up by atrons anomy positions and the attack wAe recalled. fo tho west, we 
c•ptured TEL £L AQQAQIR (7 miles south-llouthwoot of R.\I!IWI) and held il. 
U .~. "rmoured car reg1rMmt., oper-ating south 'ot EL DABA, d~u;troyed 57 &nOJ'D¥ 
mech:m1o~&l t.r·~naport nnd located a concent.re.t.lon or onomy aircraft on a lnnding 
around 1S miloo woot.-soutl\wost of £L DAIII.. A n.A.F. rotd """ arranged . In 
tho aout.horn ooctor, between RUWSISAT and .:1. IIDWIMAt, our Una he.s been 
advc.nced in pl.acec . Expl.o31ons were hoard behind t.he on .. y lines and some 

1Uvtrawa..l or onO:JlY infantry westwards aa obiJervld. 

WAOASCAR. 8"/ evening 2nd, our loadinG troopo had reeched 
r . .Lo!O AMPANO, 9 ailea south of i'l.t.NMWifSOA. Qbotraot1ona and road bioclu: 
con<inuo to delay the adV8Dce . Qne c .. pil.ny arrhod IWIUWIA by nr.U end 
f<Mlnd aituation quiet. 

) . A!f, OPoRAfi~S 

)rd. Spitfires att.<.cked 1oc0<1otivoa and othor taraats in 
northern Frmoo and Low CoWltrieo . Stirlinea ond Vcnturoa bom.b9d industrt.l 
~~! ro1lway objectives in western Garmany ~d Holland. 6 unemy aircraft 
eroeaod our oonst:.a , 2 being shot down . 

.0¥1'1:. 2nd. United Stat eu tishtero do11troyod 9 enomy aircraft 
on NMTl:N BAOUSH londing ground. our fi.ghtero continuously poMollad bO.ttlO 
aroa , and li&h~ bombera .ada 1' nttaoke on onomy veenela, tanks and mec~ical 
transport in northern sector. 

2nd/)rd. wullingtono ,.,Aa 8~ aor tioo aa•1nat moclwlicd t rans­
flO« r nd tonko, """Y veh1e1os being hit. l!nolll)' ouuaHlao 1n ai.r U , 8, 1~. 
0Ur1 7, nU, ftll, 

l!fi!IIeiUWiEA.~. 1st/2nd and 2nd. A ~.ooo t.on Ghip mao t.orpedoed 
•nd • • t on t!ru and 2 destroyers - r hit with bolabo from • southl>oUnd convoy 
b4UrHn CRZ"TE Md TQilfJIK. 
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TO 

TREASURY DEPARTMENT 

INTER OI'I'IC. COMMUNICATION 

SecretarJ Morgenthau 

Mr. Hotl1ch 

14~ 

Subject: Summary ot Intell1genoe Reporte 

Frenoh !!hiPPing 

Brit1ah eourcee report that ViohJ ie about to 
del i•er to the Oeraane 140,000 tone ot ehipping, 
which it ie belieYed the •az1e intend to uae •• 
naYal aux111ar1ee in the Black Sea. 

(o.s.s., • The War Th1a Week", October 
22 - 29, 1942) 

French Weat Atr1oa 

According te Britieh reporta , a oon•oy or tiYa 
French ehipe, eeoorted by three eubm~r1nea and tour 
mineawaapare, l ett Caeablanca on October 2b tor 
Dakar. It ie reported t hat one ahip oarr1ed 40 
tanke , 15,000 ritlee and other •111tary equ1paent, 
and that the othera were loaded with amaun1t1on 
rroa Franoe. 

(U.I. Operatione Report , October JO, 1942) 

1\. A. r . 8o11b1ng Ruulte 

The Britieh report that t he Oar.an goYern• ent 
haa auApended all further 1neuranoe of property 
aga1net war riake in the Hamburg and Bremen diatricta. 

(U.I. Opera tions Report, October 15· 22, 1942) 

... • 
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Open tor: 

KMJr: 

Rudolph 
l'oretert 

B'MJr: 

l't 

IOIJr: 

1: 

BMJr: 

F: 

IDIJr: 

F: 

HHJr: 

F: 

RHJr: 

F: 

IIIIJr: 

!' : 

HMJr : 

F: 

IIMJr: 

F: 

Oo ahead. 

Bello. 

Mr. 8eoretar;r. 

No•eaber 5, 1942 
101 23 • ••• 

bl) 

Mr. Poreter. At :rour eerY1oe. 

!bank ;rou, e1r. Cbarlee B. 1'lapk1n• Coapanr, 
oonetruotion encineere. 

Cbarlea A. wbot 

Charlet B. 'foapkine •••• 

Yeah. 

•••• CoapaDJ. 

Yea. 

Oonatruotion engineere •••• 

Yeah. 

• ••• haYe written to General Wa t eon .•.• 

Yee. 

• • •• that the:r would like t o t orego their teee 
aaount1ng to $42,500 plue •• •• 

Yea. 

• • •• on tllie work oYer here. 

Yee. 

You know, that new building aorou froa ;rou and 
eo tortll. 

Yeah, known ae the lett wing of the White Houee. 

T'ba t 1 I right, 
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IDIJr: 

HliJI': 

r: 

IDIJr: 

r: 

IDCJr: 

F: 

HMJr: 

r : 

HMJr: 

r: 

HliJr: 

F: 

IIKJr: 

r: 

IIKJr: 

F: 

IIMJr: 

F: 

151 
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Yet. 

Now the President eaya ot - tht7 want to know it 
the P1•eeident would approYe that aot1on b7 thea. 

Yee. 

Tbe Pree1dent aaya ot oourae he will it it'a all 
right if1 th the ~eaaury and he baa authority to do 
it. 

Yea. 

Now haa he authority t o do 1t and 1a 1t all right 
with the ~eaeury? 

Well, I 1Ye only been in the ~eaaury nlne 7eara •.• • 

Uh huh. 

• • •• and I 1a Juet a youngeter around the GoYernaent, 
you eeet 

Uh huh. 

And I'a not like you, 

(Laugh a) 

And, therefore, I do not glYe legal opinions by ear. 

Uh huh. 

8o it 7011 would be kind enoup to und our 
Mr. To.pkine' letter •••• 

Uh huh • 

•••• in due oouree, f ollowing usual Morgenthau pro­
cedure, we will giYe you an anawer in twant7-tour 
hour a. 

· Ah 1 llow tna t 1e what I oall aotion. 

Right, 

Twenty-tour boura. 
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HMJr: Yea. 

r: Righto. 

BlUr: And 1t JOU 111 eend 1t and addreae the letter to 
Mra. llot&- 1-1-o-t-a •• •• 

r: 

HMJr: 

r: 
IIIIJr: 

r: 

IIIIJr: 

r: 

HMJr: 

r: 

Ub bub. 

•••• who baa been with •• twenty 7eara. 

Ub bub. 

Sbe1 e Juet a youngater around bare too. 

llb bub. 

So will J OU do tbatt 

I will do that t..ed1atelf. 

How' a four heal tht 

Fine, Just tine. Bow are fOUf 

IIIIJr: I'• tine. 

r: Good. 

HMJr: &and it over and JOU 1ll have an anewer in twenty­
tour boura. 

F: !bank 7ou, e1r. 

liiiJr: !hank JOU. 
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November 5, 1942 

I talked to the Vice President about his son and 
he told 1ne at that time that this morning when he was 
at the White House Marvin Mcintyre talked to him about 
1oaking Leo Crowley chairman of the National Democratic 
Committee. The Vice President said he went in to see 
the President and told him he thought it would be a 
mistake, and pointed out to the President that I had 
told him that Crowley held a dual position as chairman 
of a utility holding company and Alien Property 
Custodian, and also was head of FDIC (really a triple 
position), and that in view of this he thought it would 
be a mistake. I asked him how the President reacted, 
and he said, "Good. The President said he had Postmaster 
General Walker in mind for this position." I said I 
thought that would be splendid. 
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AllER I CAN VISCOSE COMPANY 

Present: ~. Bell 
llr, Cairns 
}{r, 1hite 

November 5, 1942 
11:05 •·.•· 

153 

H.K. JR: Supposing someboq goes ahead and starts. 

IIR, BEU.: Huntington has been onr all the files 
and your records. 

IIR. CAIRl~S : I asked Fulton, speoificallr, what 
he wanted to know. He said he wanted to know two 
things: Did the Treasury recommend a reduction in the 
amount of oommission--

H.K.JR: Did the Treasury - oh, you have spoken 
to Fulton? 

IIR. CURNS: Yea, he is oomlne in. I haven't 
seen him, This ia the first conversation I had with 
him while rou were in EUrope, He will be here tomorrow 
at elenn to see ;you. lie wanted to know two things: 
Did the Treaaucy recoiiiMnd a reduction in the amount 
ot cOIIIIIlsaion and was the reduction made . 'lhe answer 
to that ie simple. You recommended a million-dollar 
reduotion. They did it. You reoolllllended another 
million-dollar reduction, and they did not do it. 

IIR. BELL: Let me get that straight. 'lhe 
Seoretary recommended a million at first? I thought 
he just recommended a reduction and they r educed It a 
million. 

MR. C.liRliS: I am not sure whether he specitioally 
aaid a million. I thought he did. 'lhat was IJtf recol­
lection, 
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IIR. BBU.: You had better check that. I thillk 
he eaid, "Reduce the ocJaiuion. 1 He thought the7 were 
getting too 11111oh. 

liR. CAIRNS: The Secret&17 1 
• conference with 

Stanle7 at which he made the recommendation is not 
recorded, and it i s baaed on a subsequent message fro. 
Stanle7 to the Secretarr, in which he said, "In accordmoe 
with 7our suggestion we reduced it a million,• 

IIR. BEU.: I see . I a that clear? Do you remember? 

H.K.JR: Jo. 

liR. BEIJ.: It isn't quite clear 1n the record. !a 
I recollect it, you didn 1 t put &JI1 &IIOUilt . 

liR, CAIRNS: He did the eeconcl time. 

J.IR, BEU.: But I mean the first time. 

KR. CAIRNS: I haTe prepared a memorandum for your 
information, and not tor distribution, giving you the 
background of the deal 1n order to refresh your reool­
lectlon. Here it is, 

(Kemorandum entitled "Viacoae" handed to the 
Secretary. ) 

H.K.JR: Supposing I read it right now. 11ho baa 
aeen it? 

J.IR . c.uRNS: Everybody. 

(Keaorandum read b7 the Secretary.) 

H.K.JR: I am on page four: "On the same day, 
the British diacuued the matter with Mr. Jones, who, 
on the same date by letter to the Secretary, criticized 
the amqunt of the oommiaeion.• Jonee did? 

KR. CliRNS: Yea, and a long letter, a bitter 
lettert _wae prepared and not sent, for your aigna~i' 
in repq to that. It was read aloud at a group aee ng, 

Regraded Unclassified



155 

- s-

a.nd the consensus ot opinion wu, "Don't aand it,• a.nd 
nothing waa eTer sent. 

H.ll.JR1 Cl'i tiching it and stating the whole oaae? 

KR. CAIRNS: Yea, 

H.ll.JR: He was insincere in that, wasn't he? 

KR. WHITE: lha t 1a 1lha t the plll'port ot the long 
letter was, plus a recital in detenae ot 1our action 
a.nd a deaoription ot hie action to ahow that 10111' record· 
was Dlllch better than hh. 

JIR, CURNS: In Tiew ot 10111' personal relatione 
with ll!o. Jonu in the tutlll'e, it •• thought it should 
not be sent. 

H.ll.JR: Now, it ~ pron a llliatake not to han 
sent it. 

liR, WHITE: No, because 70u agl'eed wl th him that 
the price was exorbitant - appeared exorbitant - but 
;rou also aald, as indicated here, that ;rou didn't know 
about it tor six weeks. 

MR. C.URNS: Your record - there is nothing in 
the 'l'l'easuey record to &1111'11 the aoat tilllid. 

H.K.JR: "In Nonllber, 1942, llorgan sta.nle1 & Co. 
and Dillon Read & Co. a.dTiaed the counsel to the 'ftollii&D 
Coami ttee that the Seoreta17 stated to them on or about 
June 18, 1941, that the matter ot a further reduction 
in the amount ot the oOIIIIIiasion need not be pursued 
further.• Ia that correct? 

KR. CAIRNS: Yea. 

KR. BELL: Is there a~thi.ng in the tile? 

KR. CAIRNS: ()) June 20 Sta.nle1 oalled the Secret&l'f. 
He waa quite alarmed about a.n article in the New York 
Times, pointing out the 'l'l'eaiUl'f' a reo0111118ndation of a 
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llillion dollars, and the Seor•t&l7 Aid1 "Forg11t it • 
and suggested that Stanle7 talk to Sulsberg11r to fi~d 
out the source of the stor7. He said there na no leak 
in the Treaaur,. He said, ·~ I uee 7our name?" and 
you said, "No, it would be better i f you just called 
him on rour own! • 

The same d&7, ae 7ou will see, the tioker tape 
quoted the Treaaur7 as •aring it wae olosed, 

MR. BELL: You found that? 

liR. CliRNS: I found that , 1"· 
B. li. JR: '!here was a letter !ro. the Bri tiah saring 

that they thought 1t was a good thing • . 
MR. CAI RNS: I haven' t eeen the letter; this ia a 

verbal statement. 

H.li.JR: Mf recollection is that I told them the 
fee waa too high, and When they reduced it a million I 
must have brought preasure to bear on them to do it 
another million. 

MR. WIIITE: That is true. I remember very distinctly 
that both Ed Foley and I telt t hat rou should not bring 
that additional pressure. You felt differently about it 
at the time , I distinctly reaaember that . 'fe thou.ldlt 
you ought not to get into an argument. You thought 
ditterentlf. You saw them alone and uked 4ftem to reduce 
it still further. I diatinctl7 re•mber that . 

MR. CAIRI'IS: 'l'ha t 1a here, on peg11 !iTt • 

MR. WI! I TE: Yea, but I remember that Foley and 
I had felt--

H. U:. JR: What is truman trying to get at? 

MR. CAIRNS: Mf beat guess is that he has seen a 
newapaper cli pping which -.ya that the treaaurr ie 
inveatlgating the matter, and he wants to know it we 
have completed our investigation. 

• .. 
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MR. BELL: Ho,r old ia that? 

MR. CAIRNS: '!.'hat state11ent h erroneous. We are 
uot investigating the lll&tter. 'l.'hh was on June ro. 

The TreaiiUl'Y and RFC agents are innstigating the aale 
of American Vieooee to determine whether a million­
dollar retund should be lll&de to the British Trea1UP7 it 
was reported toa.r." I think what inetigated the ' 
inquiry here is thie statement. 

H.K.JR: What ia the date of that? 

MR. CAIRlfS: June 20, 1941 

MR. WHim: '41? 

MR. CAIRNS: Yea. 

MR. WHITE: What started the whole thing? Has 1t 
anything to do with the British Government voting the 
additional sums? 

MR. CAIRNS: I don ' t know. 

H.K.JR: I suspicion Jesse Jones, and Jesse Jones 
wants to show that he could have gotten more for them 
than I could. 

MR. CAIRNS: He it in the picture • 
• 

MR. WHITE: Yes, Fulton has talked to Jones. 

H.K.JR: You don't know what Jones told him? 

MR. CAIRNS: No. 

H.K.JR: I am going to aek Fulton point-blank what 
it 1e all about. 'lhe wq I feel is this: 'lhe thing 
is closed, and I think to have the whole thing aired 
here would hurt our relationship with the British. 

MR. CAIRNS: It ought not to be done. It would 
open an attack on the British which should be avoided. 

... 
~ 
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WI!. liHITI: ire yo11 intereated in what haa happened 
to the price of that atock? 

B.K.JR: Yea. !a I rem .. ber, they bro11ght it out 
at twenty-three in thia collDtr,r. 

MR. WHITE: Twenty-four waa the offering price. 
It want down d11ring the nut ah aontha - it decllned 
very gradually and reached a low of twenty- three by 
December, atayed there, roaa a little, dropped a little, 
until the late apring, Beginning with thia V.y it began 
to riae and ia now quoted about twenty-nine, That ia 
aaaawbat the pattern of the general atook aarket, except 
that it haa rlaen higher. In other worda, it i a now 
abo11t twenty percent over the offering price and elevan 
percent over the firat bid price. 

So it would aeea, judging fraa the atock market, 
that the thing had not been exorbitantly undervalued, 
because the value of that atock must be accepted at 
what the atook market valuea it. That ia what value 
means. 

H.M.JR: To gin you aan what wu baok of the 
thing, I had told the Lend-Lease crowd in Congresa 
that tKa Britishf in good faith, would sell all their 
securitiea, and kept inaiatinf that they had to aell 
something to ahow their good ~a th. 

MR. WHITE: I think you were quite right at that 
time, and quite right now, in that respect. There ia 
no doubt about the atrength of that position. 

H.M.JR: Jonea c~»ld twilt thia thing around, but 
ae I reaeaber the thing, we f igured out the deal that 
Jones wae going to make, then we figured out what they 
would get; it didn't look aa though the English Treasury 
would get any more money out, 

MR. WIITE: A little aore, but they wouldn' t be 
selling the atock. They would still have control over 
that, but there waa aoaethi.ng beyond it. I thilik 

... .. 
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it would ~ helpful for the Secret&l'f to read that lODg 
letter we didn't aend, in which one of the factora waa 
that ;you didn't know .who thia aan Gardner wu repreaant­
ing in hia negotiationa; and you felt it would be a 
miatake to negotiate thia aatter on a priTata baaie, to 
aay nothing of the further miatake that it would be to 
lend thea the aoney on the atock rather then aek th .. 
to aall, which waa the atat .. ant that the Lend-Lease 
Committee in Congreaa bad belieTed and reapectad. 

lffi. BELL: .h I recall the thinf• and I couldn't 
find anything - lliaa Cballllcey oouldn t find anything to ..... 
subatantiah aJ recollection on the thing - about the 
time that the !dalniatrati on aaid they ware $Olnf to 
ask for Lend-Leaae authori ty, the Britiah sa1d, That 
baing the caae, we will aall all our dollar assata; tha7 
are all on the table.• 

Then when 70u went up to Congrasa you told Congress 
that the British were going to aell all of their dollar 
aaaata to PIT for their dollar contracta in this countr7, 
and that nona of this money would be used. Tney had 
plenty and had agreed to aell them. Then there was 
dela7 in selling and this question came up about selling 
the Viaoose, and 70u aaid that in your opinion it would 
do more good to take a large company and aell ita assets, 
becauae they had alreadJ told the Aaerican people th•7 
were going to aell their dollar aaaeta, and now to turn 
around and get loan• on th• would not be keeping faith. 
You thou~t that eTtn though th17 loat fifteen or twent7 
aillion aollara, that it would be good buaineaa fraa thei r 
standpoint, and what waa fifteen or twenty aillion dollar• 
in the running of this war. 

That ia a, recollection, but I can't find an7thing 
except reference• here and there in the file . 

H.K.JR: I went to Halifax and gaTe him a week and 
eaid if the7 didn't do that tney should see Sir Edward 
Peacock. 

KR. C!IRNS: That ia recorded. 
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H.W, JR: Ia that in the a tory? I gan them a week 
and said it wu nrr iaportant, her c<Nldn • t do anr­
thing. I aaid, "I can't help that; rou haTe got one 
week. • 

MR. WHITE: There waa a little historr behind that, 
The earlier hiator1 waa that there had been same talk 
that ther had to sell their inTeat.enta in order to 
get dollara. Thi1 waa much before the Lend-Leaae, and 
it wa1 along then when ther talked ot telling their 
aecurititl that the Secretarr had aaid that ther should 
not Ult the Morgan froup. That wa1 long before thia 
busineu. Wanr aon be paned and the¥ didn't sell anr 
ot that, and then the Lend-Leaae caat in and the dis­
cuaaion becaat acre neceaaarr becauae a caaaitaent had 
been made. Then the •torr waa aa rou had it. Peacock 
was sent tor, and he did not do anrthing. There waa 
that point that rou told Halifax unleaa be does same­
thing aoon--

H.M. JR: HaTe rou got that letter which wasn't sent 
to Jonea'? 

WR. CAIRNS: It ia in your diary. Shall I bring 
it in'? 

B.M.JR: Suppoaing you get it. 

WR ltBITE: I will. 

(Mr. \bite lett the conference .) 

H.M.JR: I auapect that Wax Gardner or Jones, or 
the combination ot both, art trying to atir up trouble 
for me, That ia what I suapeot. 

llR. BELL: It 185, to ua there are two queationa 
here which you need to conaider. Ont ia whether you t 
would juat answer this attornar's questions. He haa go 
two question• be ia going to put to you1 whether r~ 
should juat atiok to the anawera to thoae two questlona, 
or whether you should giTe hia the background--

... .. 
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H.W.JR: Oh, I would glYe him the background. 

liR. BELL: Do TOU think JOU ought to ghe hill the 

a tory? 

H.li:.JR: tho h thia IWl? I han forgotten. 

IIR. C.URIIS: Hugh Fulton. I don't know hil back­

ground, 

H.II.JR: Isn't ha the un that wu toraer,l7 with, 

the FBI? 

VR. C.UliMS: I dOD' t know, 

H.II.JR: Eel Folt7 would know. 

VR. C.URIIS: I will uk hia, 

H.K.JR: 147 lapreuion 1a that he 1a a decant hllow. 

YR. CAIRNS: He aeeaed quite decent on the telephone, 

llR. Bill.: And trilncll7. 

14R. CAIRNS: In, and .. _,dating. 

H.K.JR: Ia he coming tomorrow? 

KR. CURNS: Y11, at elnen o'clock. That ia whet 

you euggeatacl. • 

H.K. JR: 'Ia aaid we didn't know whether we would 

hen hia or--

1111.. C.URIIS: You didn't know whether you would han 

Truaan. 

H.II.JR: That ia O.I. on Fulton, ia it? 

1111. BEIL: The other utter il whether or not JOU 

want to ••• Truaan along with hia. 
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H.JI. JR: No. 

KR. BELL: You ail!!ht see him and get - rou aq 
rou are going to ask hfm what it ia all about. !tter 
rou get that atocy !rom him rou might want to call 
Tl'UII&D on the telephone. 

H.ll.JR: The 'Wq I alwara think of these things 
is that ron haTe nothing to hide, and wbf not be !rank, 

KR. CA.IRlfS: You certainlY han nothing to hide 
in thla oaae, trc:a what rour dlacy diaolosea. ' 

H.ll.JR: 1here ia nothing elae. 'lhat are the two 
queatioaa, again, that he wanta to aak? 

KR. CURBS: Did rou rec-.end a reduction in the 
&lllount of the coaaiaaion, and waa the reduction made? 

H.ll.JR: That ia all he wants to know? 

llR. CAIRNS: I said, "Pleaae be concrete. • 

H.K.JR: Han rou a copr of the liorgan letter -
llorgan-Stanler'l 

KR. C.URNS: ! as . 

H.K.JR: Doea he 8&1 that the first million dollars 
was at rq auggeation?..., -

llR. CURBS: Here it ia, (Letter from llorgan­
Stanler and Co~an;r elated October 18, 19,2, handed to 
the Secretacy.) 

H.ll. JR: I aee. 

llR. BEll.: Did he aq that ;you auggeated a million 
dollars? 

H.li . JR: Not the first one, no. 

(Kr. 1h.lte re-entered the con!erenoe.) 
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IIR. BELL: .h it h in the ••oreod~a h the way 
I reo&ll it . 

16J 

"On ! pril 18, 1941, the Secretary Tolunteered the 
persona! adTioe to Mr. Stanley that upon the caapletion 
ot the Vieooee eale the Syndicate ahould take a commie­
aion leee than that atipulated in the oontraot. Ae a 
result of that auggeetion the Syndicate cut the cammia­
aion a million dollars .• 

! a I recall, 7ou didn't mention any figure of a 
million do!lara; did he, Barr7? He just eaid to take 
a commiaaion lea• than that. 

IIR. ••HID: That ia u I r••btr. They ' cue back 
wi th a ai!lion. You 11id, "Ie it enough?" Then you 
were going to aek for more and tAere waa e diecuaeion 
before that and you deci ded to ea~ f or aore and you 
did. I think you aaw th• alone. Thla i a Jones' letter. 

H.II. JR: Take it out and ••• that it goae up to 
my houae . I will read it at the houae. Tell them to 
mark it outeide "Important". .llaybe liiu Chauncey hu 
the original on it. 

llR. WiiTE: We will get a copy t o you. 

H.li.JR: Get it up to the houee tonight, will you? 

llR. YdliTE: 1H th a copy of hh letter, to which 
that ie an anewer, 

H.II.JR: The llorgan-Stanley - wi l l a copy go to 
my !ilea? 

IIR. WHITE: Yea. 

H.II. JR: There is nothinf elee to do. The three of 
ue wi ll aee him at el eTen o'o ock tomorrow. 

That il all. 
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VISCOSE 

!bout July, 1940, the Secretary let the British 

know (through Gifford) thet they ought not to employ 

Morgan in the liquidation of Br itish securities; that 

some dey there would be an investigetion by Qongress; 

and thet it would be very harmful to the British. How­

ever, et e dinner et the British Eabassy (d&te unrecorded), 

Hanes end Butterworth informed Gifford thet the selection 

of Korgan was e good one and Gifford toolc thia as an 

indirect meaaege from the Secretary. 

On Januery 28, 1941, the Seoretery steted at the 

hearings before the Senete Foreign Reletiona Committee 

on the Lend-Lease Bill that every doller of property, 

real property or securities, that any English subject 

owned in the United States would be sold during the next 

twelve months in order to reiae the money to pey for the 

orders the Bri tiah have &lready pleoed. 

The British Treesury negotieted for the aele of 

American Viscose to the Morgen-Stanley Syndicate during 

the first part of the year 1941. The Secretary o! the 
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Treasury had no part either in the selection of the 

Syndicate or in negotiations leading up to tbe contract, 

and in fact did not aee the contract between the Bri t ish 

Treasury and the Morgan-Stanley group until six weeks after 

it had been executed. 

On .l.pril 16; 1941, one month after the sale had been 

agreed upon, the British Treasury delivered to the Morgan­

Stanley Syndicate all shares of stock which the British 

Treasury had acquired from Courtalda and for those shares 

(which represented 90% of the outs tanding stock) the pur­

chaser Syndicate paid $36, 460,000 on account. 

From the beginning, the Secretary inaiated that 

i n the light of the discussion at the Lend-Lease hearing 

and the general situation it was in the beat interests 

of the British for the Viscose shares to be sold out­

right and not hfpothecated aa collateral for a loan. 

On .l.pril 18, 1941, the Secretary Yol unteered the 

personal advice to Mr. Stanley that upon the completion 

of the Viacoae sale the Syndicate should take a commission 
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leas th&n that stipula.ted in the oontra.ot. As a. result of 

that suggestion the Syndioa. te out the commission a. million 

dolla.rs. The British were greatly a.ppreoia.tive of the 

Seoret&ry's intervention. The Secretary, however , felt 

the reduction "WaS not la.rge enough. 

i few d&ys before the sa.le was to be consummated, 

Samuel Sa.lva.ge, a. British subject and Ch&irman of the 

Board of imerica.n Viscose, proposed th&t tmerioa.n Viscose 

buy t11e stock held by the underwriters for $64,000,000. 

I t was surmised tha.t !merican Viscose would borrow 

$40,000,000 or $50,000,000 from the R. F. C. , take $10,000,000 

or $15, 000,000 from the Company treasury, a.nd make up the 

balance from interested pa.rties. If this new arrangement 

went through imerica.n Viscose would h&ve a. funded debt of 

approximately $64,000, 000 a.nd the remaining outstanding 

sha.rea would be divided between the S&lva.ge fUiil.y a.nd 

Courta.lds, Ltd. In this way the British (Sa.lvage and 

Courta.lds) would continue to own a.ll the equity in the 

Compa.ny. 

In a conversat ion with the Secretary, Mr. Jesse 

Jones stated that he thought the price the British were 

Regraded Unclassified



161 
- 4 -

get ting was robbery and ought not to be permitted. He 

thought ths bankers instead of helping the British were 

hurting us and that every dollar that Viscose was worth, 

which the Briti sh failed to get, was a dollar out of the 

Treasury. The Secretary stated that he agreed with this. 

On May 21, 1941, Mr. Jones stated in a letter that 

the R. F. C. could loan Viscose $40,000, 000 which could be 

paid back from earnings in ten or fifteen years. With 

that loan and $25,000,000 offered from private sources 

the British would receive more money to pay for its 

purchases in this country by several million dollars than 

it would receive through the direct sale, and the British 

would still own half of the equity in the Company, the 

other helf resting with United States citizens. He also 

stated that the bankers should not take approximately 8% 

or $5, 000, 000 for their services. 

On th.e same day, the British diaouued the matter 

with J.lr. Jones, who , on the same date by letter to the 

Secre tary, criticised the amount of the commission end 

the amount to be realized by the British. On May 22, 

1941, the British report ed to the Secretary tha t it was 
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Mr. Jones' view and the British view that it was too 

late to switch from a public offer. That was also the 

view of the Securities and Exchange Commission. 

· The issue was sold to the public on llay 26, 1941 

and was oversubscribed. 

'"!he Secretarr, on June 6, 1941, pointed cut to 

A!r . Stanler that the total underwriting discount, 

expenses, and contract fees amounted to $7. 9 millions 

and was nearlr 13% of the total sale price. The Secretary 

s1J8gested that the Brndicate reduce the amount by another 

million dollars. He was advised by the Syndicate on 

June 13, 1941 that "our onlr regret is that we were not 

able to get all of our associates to comply with your 

last suggestion" . 

In November , 1942, !.!organ Stanler & Co. and Dillon 

Rucl.t.Co. advised the counsel to the Truman COJ:IIIlittee 

that the Secretary stated to them on or about June 13, 

1941, that the matter of a further reduction in the 

amount of the commission need not be pursued further; 

and that on the same day "the broad tape quoted the 
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Treasury Department as stating that the metter was 

closed. Sir Edward P8acock was also quoted in the 

press as saying that no such suggestion had em&nated 

from him and that the British Treasury was entirely 

satisfied with the transaction. • 

The Syndicate furnished a memorandum setting 

forth the fees and commissions payable in the trans­

action. The memorandUDI is as follows: 

• June 4, 1941 

169 

"Public offering price ••• •• . . . • • $62, 295,146 

"This was for 91.14% of the stock 
and indicates a valuation for the 
•hole company (100% of the stock) 
of $68, 351, 049 .. 

11 Payment to 17 purchasers including mejora, under 
the ~rch 15 contract, was $3,351,576, which is 
5. 38% of the public offering price; for arranging 
the original contract and tying up a large amount 
of capital; for arranging the recapi talization of 
the Company; for the risk and for carrying the 
commitment in difficult times; for forming nation­
wide underwriting and distributing groups, and for 
planning and supervising a successful distribution 
and for other responsibilities and services. 
11 Pa;yment to 17 purchasers , as underwriters and list 
sellers, was $1,347,599, •hioh is 2.16% of the public 
offering price. 

"Payment to some 581 other dealers as underwriters 
and sellers was $2, 751,601, •hioh is 4.42% of the 
public offering price. 

"Expenses paid b~ the British Government were .64% 
of the public offering price. • 

J 
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i!ter the completion of the sale , the British 

advised the Secretar1 that the1 were "positive that 

the sale of Viscose had been a wise step" . 
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.... Nonmber 5, 
1942 

Seoretar,r Morgentbau 

Huntington Cairn• 

&d Foley aaya he hu always found Hugh Ful"ton 

to be a reaaonable fellow. &d went o~er his own 

teatillony with h1a before hie appearance on the 

hearing with reapeot to Standard Oil Company'• 

allegation that the Treaaury had been i nstrumental in 

oauaing it to loae $24,000,000 in gold tor i ta 

Hungarian oil properties. Ed found Fulton ncy helpful 

at that tille. 

I u attaching a copy ot Fulton 'a biography 

as it appeare in the current iuue ot "Who's lho". 

You will note that he was the special assistant to 

the ittorney General in charge of investigation of the 

ieeooiated G&a and llectrio Company. 

ittaoblllent. 
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FULTON, Hugh Alfred, lawyer; b. North Baltimore , 

Ohio, May 24, 1908; a. David Alexander and Mary Ann 

(Shawn) F.; A.B. (magna cum laude), Coll. of Literature, 

Science and Arts , U. of Uich. , 1929, J.D. , Coll. of Law, 

1931; m. Jeaaie R. Collison, K.t.y 27, 1933. Admitted to • -.. 

New York bar, 1933; asso. with Cravath, de Gersdorff, 

Swaine & Wood, N. Y. City 1931-39; exec. asst. to u.s. 
atty. for Southern Dist. of N.Y. since 1939; apl. asst. 

to U. S. Atty. Gen. in charge of investigation of Asso. 

Gas & Electric Co., 1940; now ohief counsel to the 

U. S. Senate Com. Investigating Nat. Defense Program. 

Mem. Phi Beta Kappa, Phi Eta Sigma, Si~a Delta Kappa, 

Order of Coif. Democrat. Congliat. Club: Downtown 

Athletic (N. Y. City). Home: 40 E. lOth St. , New York, 

N.Y. 
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IDIJr: 

Chief 
'l1llon: 

W: 

IDIJr: 

VI 

BKJr: 

W: 

HIIJr: 

lf; 

IDIJr: 

VI 

IDIJr: 

111 

187 

• .• • to OeneNJ. Xarlhall '• ottioat 

Jo, air, I 414 not. 

Ra .. i4 he'd le' 7011 know Vbo to tel.k to, 

Yaa, air. 

C.ll up hi a ottioe and 11&7 )'ou're Chht WUaon • •• • 

Y ... 

• •• • and real.nd hi a aida the t General Xarlhall 
aa14 tba t he would tell 7011 Vbo to taU. to about 
gettin& the•• ••n t1xe4 up. 

All ri&ht, air. 

Call up General Xarlhall and au tor bla aide. 

Yaa, air. 

Will 7011 dn tbatt 

I will , air, 

!baJik 7 011. 

All riP'· 

Regraded Unclassified



Operator: 

HliJr: 

Jus t1 oe rel1x 
Fran.ltturter: 

HNJr: 

r : 

r: 

HMJr: 

r: 

l!ICJr 1 

F: 

RMJr: 

r: 

HHJr: 

r: 

HNJr: 

F: 

HNJr: 

F: 

l!ICJr: 

Go ahead. 

Bello. 

Henl')'' 

In pereon. 

188 

Benrr, JOU know, Jou oan draw on •1 attect1oo -
JOU nan - J OU can neYer OYerdraw, but I'a eore 
at J OU. 

Well, I'd like to eee that long black beard too. 

You want the long, blaok beard' 

Yee. 

(Lauahe) 

I don1 t want it. I want to eee 1t on 7ou. 
I'a not worthJ ot it. 

I'•• ehaYed 1t ott . 

VhaU 

I'•• ehaYed it ott. 

You ha••' 

Yee. 

Well, ie it i n a glue oage 1n the L1brar, ot 
Oongre11' 

All ••• • 

Or 1e -1t preeeed wi th the ot Zion' 

lo, I eent it to the Mueeua ot Natural Hietol')'. 
• 

Regraded Unclassified



r : 

IDIJr: 

r : 
HMJr: 

r: 
IDIJr: 

r: 
HMJr: 

r: 

HXJr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

IDIJr: 

F: 

HMJr: 

r: 

HMJr: 
r: 

IDIJr: 

- 2 -

(Laughe) You know, the7 won't be able to tell 
where it oomee troa. 

You1Te been eee1ng the President. 

Whitt 

You 1Te been eee1ng the Pree14en\. 

Wal l, I'll tall JOU, I'll awap with 7~u. 

Yae. 

It 7ou1ll t ell ••···· 

Yeah. 

••• • how J OU haTe ae ooYere4, I' ll tell J OU bow I 
haTe J OU OOTere4. 

Ro, I know where JOU get your information troa. 
That1 a pert ot., eapionaga. 

So that it ian't a fair bargain. 

lo. 

Bow are 7out 

I'• fine. When a• I going to eee 7out 

Wtll, I 14 like to eea J OU Yer7 toon, ae a aatter 
ot taot . 

Wtll. 

Ah - whtn 1a tha tt 

All .•• • 

Ltt- wait a ainutt, I wanted to tell JOU about 
nothing in particular. (Laughl) 

The tlaotion 1a oYer. 

I'Tt got no but1neaa. 

ltitl\ier hau I. 

-
189 
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r: 

l!NJr: 

r: 
HNJr: 

r: 

IIIIJr: 

r : 

IIIIJr: 

r: 

HMJr: 

190 
- 3-

Well, I oould - I don't think • that. we d dleagree about 

(t.aughe) 

Would vet 

Mot about haYing no bue1neal. 

No, about (lallghe) - about t he - about the h1eto~ 
ot that, eht ·• 

l o. 

Would vet 

l o. 

s-. 
Ab •••• 

F: (8oaeth1ng 1n Hebrew.) 

IIMJr: Wha tt 

II': 

HMJr: 

F: 

IIIIJr: 

r : 

IDIJr: 

r: 

HMJr: 

r : 

(Repeat ot eoaeth1ng 1n Hebrew.) 

l o. 

Do 70u agreet 

8oaeth1ng lUte that. 

Yeah. (Lallgha) 

l ow let a e ghe 70u a ring toaorrow and t1nd out 
when 7ou haYe eoae tree t1ae. 

When I haYe aoae tree tiae. 8a7, kr. 8eoretaey, 
what are 70u 4o1ngt Ran you learned how to kid 
peoplet 

Jo, I 1Ye ~uet l earned to be reepeottul. 

Yeah, 70U know, ve - we're - we - ve - th1e· 1nat1tu­
t1on 1e a eort ot Yera1tora appendix on the War 
A4a1n1etrat1on. 
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IIIIJr: Yeah. 
1: Benr1, hoW &re TOUt 

HMJr: I'• tine. 

r: What lt1nd ot a t1•• did 10u bnet 

IIIIJr: VtrT good and YtrT obeertul. 

r: lib bub. 

HMJr I I didn 1 t go to tbt Jwo Cl. Ub tbOUSh tbt way TOU 
did. 

191 

1: (La\18ha) I ate - I tee Where TOU got that fro•. 

IIIIJ r: (Lauah• ) Y tab. 

r: Row it bet 

IIIIJr: Arter all, I It nov when the Olub opene. I don • t go 
there an hour betoreband. 

r: (La\18ht) BT God, 1tn 1 t 1t luOitJ tbat I lead a 
pure lite, hubt 

IIIIJr 1 Yeah. (LaUSb.•) 

r: 
HNJr: 

r: 

BliJr: 

r: 

l!NJrl 

r: 

BliJr: 

r: 

Beoauee 1t 1t opened broke •••• 

Yet, there'• TOU. 

.. . . there' • I. 

Yeah. 

Benl')'t 

Yeah. 

Aren't TOU - art 1ou glad - 1ou're glad 1ou vent, 
aren't 1out 

Ob, nry glad. 

lib huh. J •ean, tboee tellove are aotuallT 1n tbt 
war, aren't tb•T' 
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.RMJr: 

1: 

RMJ'r: 

r: 

BMJr: 

r: 

lDIJr: 

P: 

RMJr: 

r: 

lDIJr: 

r: 

HKJr: 

r: 

BMJr: 

1": 

RMJr: 

r: 

HMJr: 

Ob, 7eab • 

Bubt 

Ob, 7eah. 

Row 11 Artburt 

192 
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Be'• tina, verJ bua71 and doins a ewell Job and 
tbe7 aaid it be waan t an Aaerioan, he'd be Price 
Ad.aliniatrator ot England. 

a..., luuul. 

But tb11 •17 tbe7 oan onl7 gha bia e piece ot 
lngb.nd. 

Yeah, vall, be'e been doing a lot ot otber tbinge 
beeid11. 

Yeah. 

You - 70u don't - aeriou1l7, 7ou don't appreciate 
vha t it il, but when ner7 three aon tbe that baige­
oolorad magazine ooaee hera, I aarvel at the - at 
tba partormanoe. I aean the Log ~arterl7 Review. 

Ob, 711. 

It - 70u know, to - to do that kind ot thing vben 
it1 1 ea17 enough to do hot war work, ien't itt 

Yeah. 

Wall, I Juat - I . Jult vented to pull that beard. 

Beard. 

Yeah, I wanted to pull that beard •.•• 

Yeah. 

d I would like to eea 70U when - when what a 
~~ii!:sue ot a1na and an opinion tba t 1 

• going around 
oalll the 'Federal t11k 0 pera1tl 7ou. 

Right. 
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The •Federal t1ek. 1 

Well, I'll call TOU up in YerT e1aple lngl11h 
wben 7ou1 re not bu•T· 

19J 

r : (Laugbl) Lhten • • • • 

I!MJr l 

r: 

HNJr: 

r: 

HNJr: 

r: 

HlCJr: 

r: 

HXJr: 

F: 

HNJr : 

r : 

fDCJr: 

,Yeah. 

••• • 1n TOUr e1mple wa7, you're one ot the d1rt1est 
tellowa i n t own. 

(Laugh a) 

Yo..! t ell J:l1nor that end ehe 111 underetend whet I 
eean. 

I'a one ot the d1rt1eatt 

I n your e1~le lngl iah, TOU oen be one ot the d1rt1eet 
t al l owa 1n town. 

(Laugba) I didn't know whether TOU aa1d the bue1eet 
or 41rti .. t. 

Dirthat. 

D1rt1eet. 

That'• appropoe ot TOUr r eMrlt about e1~le lngl1ab. 

I eee. 

Row are TOur l!OT•' 

They ' re tine. 

F: TheT uet Did thaT pull their Dadd7' a beardt 

RMJr: I wieh theT were bere t o pull it. 

r: Oh. Wall, Henry, I greet TOU, and •..• 

HMJr: Tbenlte. 

r: ••• • hope to eee TOU aoon. 
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KMJr : I - I - it will bt ~ pr1Y1lege to va1t. 

F: Good. Ooodb7e. 

KMJr: OoodbJ t . 
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3 O.U i'Dl1' RE: l'atters disouaeed with Secretary J!orgenthau 
November 5, 1942 

1. Status of nefotiat ions for acquieiti on of the Ford tire 
olant and oil r e inery pr ogram. 

I reported that Mr . Flatley, Chief ot the Contract 
and Purchase Branch, and Special Assistant H. B. Dyche 
vrent to Detroit by plane yesterday afternoon . They ad­
vi sed thi e noon that an agreement had been made to pur­
chase the plant on the basis of a price of $5 136 000 
subject to ad~ustment to the present evaluati~n of tb~ 
equipment as 1nspection is made, 

Secretary ~orgenthau referred to an editorial in 
the New York Times and· asked that a memorandum be pre­
pared for !Jr. Kuhn explaining t he facta. He also sug­
gested that any action having to do with matters of 
special no.ture similar to the acquisition of the tire 
r lant be reported to him promptly eo that he would be 
lnfo!'llled. 

It was also ~rought out that an oil refinery on the 
West Coast, owned by a subsidiary of the Douglas Aircraft 
Company, had been selected by the Russians, OPC, and 
ap~oved by OLLl in l i eu of the two refineries in Texas 
wb1ch had been under consideration. 

2. Policy concerning renegotiation. 

I referred to the present practice of ~· !lavy, 
and &'aritime Commission relative to renegotlabon of 
contracts and stated that while we did not have similar 
authority in the Treasury Depar tment until the passage 
of the Revenue Act of 1942, that it is now in order to 
make e. policy determine.tion as to whether we should 
cooperate with the price negotiation boards ?f the. • 
military services and the extent of our part1cipat1on 
with them. 

Reference was made to a pendine case involving a 
refund to the Government of ~4i million, renecotiated 
by the lf.ari time Commission . Secretary J'orgenthau sug­
gested that t he mat t er be taken up with,. thdebGener~ldied 
Counsel' e office and after the matter ua een s u ' 

· he would be glad to discuss it with us. 

J 
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3. Polio ooncerni interest cb.&r e on advancea to contractors. 

l'ention w!-s made of the fact that we are now gath­
ering in£ormat1on so that the matter can be presented to 
the Secretary for determination of policy as to whether 
we should charge interest on advances to contractors 
and aa soon as ready it would again be taken up with1 him. 
The Secretary suggested that I talk with ~. D. W. Bell 
about this matter. 

It was stated that a proposed order, effective 
December lat, would require th&t all lend-lease goods 
be consigned to the War Shipping AdnUnistration who 
would likewise &ct as forwarding agents. 

It w&s expl&ined that the OLLA had requested certain 
data as to the tyPes of supplies which would be needed 
for civilian use 1n the Second Front are&. As a result 
of sever&l conferences with their represent&tives, a l ist 
had been submitted to them, and it is proposed by the 
OLLA. that funds be allocated for that purpose. 

Secretary ~orgenth&u suggested that. when we ~ad 
specific authority to go ahead and the f1rst reqUlre~ents 
were being considered he would like to know about the 
~tter before we took action . ;. 

e. Anticip&ting Treasury Department requlrea:en ts for office 
equipment. 

I spoke of the matter of getting requirem~nts ,trom 
the Treasury agencies as quickly as possible Wlth Mes~rs. 
Schoeneman and Bell this morning. This is necessary 1n 
order that action may be taken right away to obtain 
essential needs . 

Secretary Uorgenthau suggested that matter~ of d 
pr iority for the Department ahould ~eabr thiro~ . u~ an 
that a ood man be selected for the JO • a Vlse 
a-. ~ orfgenthau that }'r . !!oyer is nOll' doing that work 
and tha he is exceptionally capable. 
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In response to the Secretary's question as to 
whether Mr . D. W. Bell had talked with me about this 
matter of prior i t ies, I told him that he had and as 
a result of that discussion, the additional considera­
tion of an t icipat ing departmental needs came up the 
thought being tha~ to the extent that t here are' items 
that are very difficult to obtain, we should immedi­
ately take act ion to work out the problem. 

7. Executive Order 9235. 

I advised Secrebry l'orgenthau thet we are nCiri 
coo1-e rating with the Bureau of the Budget under 
Executive Order 9235 and it waa explained that it had 
to do with the utilization of property by establishing 
standards and determining requirements of the Federal 
aeeneiea. He asked that I advise him as to when the 
executive order was cleared with him because be did 
not have a recollection of it . 

I also advised t he Secretary as to certain changes 
which bad been made in order to a.dminister the opera­
tions of this executi ve order wi. thin the Procurement 
Division, - specifica.lly, the abolishment of the Emer­
gency headquarters organiza.tion and the transfer of 
!.r . Fred }[apes from Chief of the Emergency Branch to 
the head of the Property Utilization Branch. ! lso, 
that John Fox had transferred back to the Procurement 
Division to take charge of the District of Columbi a. 
surplus property and to consolidate the typewriter and 
furnitur e repair shops, it being explained that we.are 
now trying to get sui t&ble building apace to do thu 
work. 

"4'J"V", ~ 
if ton E. Mack 

tor of Procurement 
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INT&It 01"1'1Ca COM NUNICA T10N 

OAT& NoYe.bor ~. 1942 

Tbe Fil.ee ..-J y 
llr. Tba.peoo •• f 0 . ~/J¥"'' 

fP1i~I-, 
Tbe attached clete.-nC.::e tor ~car Que wae cl1ocwosecl 

with the S.CHtU7 toclq, and be 1nc11c&tecl that it would be arainst • 
poUc7 to r.queet tbio defenllent. Ho 1nc11cated, however, that · 
11r. Qaea could be aeoured that 1t be ebould be inducted atter e'xu!-' 
nation at Port. ICfer, the Secr.t1z7 would IIDdertako to arranro ·tor 
bia au~t u a 'l'rea81U7 ropreeentative at a torei<ln port with 
pouibh detail to the freulu7 betor. 1110b au~t. llr. 'lbite 
... prumt at the coaterence and arr•ecl to tbia •rranr•ont. 

' 

\ 
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FINANCING PROGRAM FOR NOVEWBER-DECEYBER 

I n our cash 
estimates 

Fr~11 b~>n'<:inp; securities : 

ire" Fury bills .. .... . $1 , 200 1.1 

7/ ~'!>C/ I' s 
(:iov . l - $ .51.) .. .. . 2, 500 

1-;/4,. bond • .. .. . .. .. 2 , 000 

5. 700 

~~n-oanking securit i es : 

7/6~ ana l-3/4~ securi-
ties above .. . . ... • 

vrvings bonds . .. ... . • 1 , ~75 

i'Px notes • . . . . . . . . . . . 1, 100 

2-l/4~ bond (tap) 

2- l/2,. bond (tap) 

c·eed $lO,o75Y) 

ron-b11nkine funds 

.... 

•••• 

~rnking funds •.... . .. 

1, 000 

3. 975 

9,675 

May bE' ndded 
by !l drive 

500 

625 

l ,OQO 

500 

1, 5QO 

U, 12:;> 

3.975 

Tot A.l ........ . .... .. · · · · · · · · · · · · · · 

o, lOO 

?. 700 

$13 , 1300 1.1 

Tot?! 

$ 1, 200 .. 

2, 500 

2, 0JO 

5.700 

500 

2.500 

2 , 10C. 

2,<;00 

s, 100 

$13 ,1300 ll 
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l r~'""''''d b7: Kr. Tumor 

TO 

,. .... 

Kr. Mlu;>h1 
Hr. BAa• 

tEASURY DEPARTMENT 

f Elt 01'1'1C:E CONNUNICATJON 

£0U 

SubJeot 1 
1D the H1&h-sra4e Beolll'UJ lllarkeh 

(1) 

( 2) 

IUJIIWtr 

P1'1o .. of 1111, loap~~ ~~lll'J llo11~ ar. aow about 3A 
ot a po1at hlow tlto.t.r h1&1l• .tor t)te nar, "aoho4 
oarlJ 1a Juo (C!Iaano 1 aa4JI) . Ia OODtl'aat, h1&h­
CN4o oorpordt ail aa!Olpii boa~ han r1o111 

111 
pr1oo o111oo .T11110 (l!h•no U 11114 III). 

fotal DOW •aol 110114 fiot&Uollo tor po:rpc,ra'UO~I 
IIUII1o1Pil1U .. lllal'1.q 1ho fll'ot 
t746 111111oao •• -paro& 
OOrl' .. poD41. poJ'lo4 1D !! 
porah aa4 auio1pal 'lloa4 !~,..:.:": 
~. 41ar1ac tho ... e pol'iod.J 111 
UYil7, -UIIte4 to t1,225 111ll1on• 

(3) 111 tho 12 •a1ho oab4 lopt•bor 30, 1942, 36 Ute 
~111uraaoo OOJqlalllol Wlth 82 pero111t ot th1 a4a1 tte& 
ao01h of all. l.o,llll. rooono life 111111~oe ooapaUu 
aboorbo& t1.9 ~1111oao of OoYiraaeat 1eoul'1tlee, While 
thllr ouaa 4ool1Do4 ~7 to.4 b1111oao u4 all uHh 
o1hor tbaa ..U 11114 llonraaoato 1DoNall4 b7 to. 2 bll• 
lloao ut. !lie •~'~'~•' ..U pooU1oa ot theee 36 
ooapaai .. ~an to ~ olllJ ol.1cht17 le11 tuorable 
thaD U WU -fOl'l tho OPGII'~~I. .Of the 1 tap1 l.lot Allgaet. 

(4) Exo .. o """ .. of 110allor b.u. aro ounent17 about 
te. 2 bll.lloao. !hie lo a aot d.ooroa11 of about tl. 3 b1l-
11on• alDM tho UOl'lale 1JI riiOJ'YO NqlllJ'Oaeatl to the 
aus..ua poftltto& bJ' l.aw oa • onabor 1, 19-1 (Cbal't Y). 
fh1o &oonuo 1a o.nou Noon•• hao ooOUJ'J'e4.1oeplte the 
re4uot1oa of l'Ooorn roqu1roaoate ln •e• York Clt7 11114 
Oh1o&CD -..· tbo l.oYol. of thooo tor re1ene •!!7 ballko 
Ull4or tho • tbol'1 tJ' of 1111 Aot of Jul 7 7, 19'"'• 

(5) Oalh llllloorlpUono to OauAa' 1 th11'4 V1otol'7 Lou, the 
~al of 11b1Jih lo t750 a1lllono, -UIItl4 to about 
1565 111111ollo lad tr14a7, at the ln4 of the 11th 4&7 
ot u ~ oaapalp. 
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lot .. 

l to J T•ar• 
J to 5 'TO&l'8 

BoD4• 

5 to 15 :r .. ra ._ oall 
l5 T•ar• u4 • .,... 

to oa11 

1 lnrap iiri" OiijJiii 
1 lao 3 - .. ..-.z. ~. l$ 
I I I 
1 faalt]A 1 !aJt Ollltllpt 1 f9W 

-.02 
-.12 

-.10 -.15 
- .22 
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1n the tora ot Regulation V ot the J'edenl Re11rn Board 
1uued pursuant to an Exeout1Ye Order dated lfaroh 26 ' 
1911-2, wh1oh penaitl the guarantee b7 the J'edenl Ree~rn 
Banke u agent. tor the War and Na•7 Departaenta and the 
Mar1t1ae Ooaaieeion ot loane tor war produotion, The 
probable intluenoe ot Regulation V loan• oannot be pre­
d1otedi but eome euggeetion ot their 1a~ortanoe m&1 be 
found 1n the announo•ent, on Ootober 16, that the General. 
Motor• Corporation wae completing ~eaenta with about 
4oO banlte tor a reYOlYing ore41t ot $1 billion. .&coording 
to the Vall Street Journal the aaount ot th1e ore41t 1e 
e et1aate4 1n tin&noial. oirolee to be equal t o the 111a of 
all other Regulation V ore41te made IQ) to that t1ae. It 
ehould be noted, ot oouree, that t he11 are ore41 te, and 
that the7 a&J not be tull7 utU1r.e4. 

Another possible influenoe in t he direction of debt 
reGuotion ie the proYieion in the Re•enue Aot ot 191!-2, 
t or a 10 percent poet-war _retund ot exoeae profita tax 
p&)'!Dante wh1oh a&J be tlllten ae an 1alled1ata ored1t 
agn1net debt repaJBente to the extent of 11-o paroant of 
the debt repaid. The tiret major corporation to talte 
advantage ot t h1a proY1a1on waa tha United State• Steal 
Corporation whioh on October 2~ oalled tor redemption 
on Deoember 31, 130 mUlione ot debenturn wh1oh were 
1eeued about 2-112 yeare ago, 

III. Ineuranoe 00!J!&nLAb'oRt1on 
of GOyernaent our! ee 

Abeorpt1on ot United Statu Oonr1111ant eeour1Uea b7 
36 oo-.pan1ee, repruenting ~2 percent of the total. adaitted 
aneta ot all United Statee legal. ruene llfe 1neuranoe 
OOGIPan1 .. , aacunted to $1,899 mU11one during t he twaln 
monthe ended Bept•ber 30, 1911-2. The 1norea11 1n the 
amount o t United States eeourit111 held b7 tbell oompan1u 
wae more than the inoreaee in their t o tal. ada1tted aeaete, 
the latter aaount1ng to cDlJ 11,664 c1111ona. Auete other 
than United State• eecuritiee, theretorei de~1~n•t~~ 11111_ 
1235 milliona during the yhear. ~aeha~oa~a·ao ... !rncent 
11ona, while &1.1 aeeeta ot er n ° l2l" i11iona 
aeour1tiea ro .. b7 a net amount ot only .. • • 

It ie clear troa the abo•e figure• that the 11.9 
b1ll1one ot United Btatel eaour1t1ee purobaeed b7 thea• 
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4e-4 4aJleUta, ~ .... •• •• raqur ... n•• tar 'lluka 
ta r .. en. 01 tlaa, •• .. IIIIU'af. Ill. til. ' ' paroau 'bataoa 
the re4uoUaaa lNIIUI• !lie lllaraua ot abou' t1.1 '111111eaa 
111 raaanaa (1a41aabf. •r ra4 nPtlaal 1111 .. a11 

wbloh raa9lhf. Ira ~aa ahupa 111 r .. an. 
ill'itMDtl hu lNen ap..-oll1•ta1r llalaaoe4 b)' tlla .. , 

erracn tao$ara oparats.a1 oa ..Uar 'lluak reean
1
a. 

!he pl'1ao1pal fao$ara oaUI'lntiaJ. $a •u 4aor-
1a n :.oaaa raaanaa ala.. •~ 1, 1~1, llaft Mill u 
laaraaaa at ••r 1a olrolllaUoa at t). 7 blllleu a4 u 
111oraue la raCl111raf. raaenaa ranlilaa troa at.e poowtll 
la 4aJlea1h ot tl.o llllltau. !blaa latluaao .. un Mill 
oDl)' parttallr attaat ~ aa 1--..a la h4aral. leaena 
hak Mlf.la,a ot ... _., aanrt Uaa at 12.) btll1ea1 
aa4 ~ ra4aat1ou 1a raaena raqatr ... Dtl tar oea,ral. 
raaena au,. ~ ratarra4 ta •••· 

... 
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The Editor, 
The Sun, 
Baltillol'e. 

Dear Sir 1 

211 

Jonuer 5, 1~2 

Lu t liolld~ I gne the pNII ,_. t1gwea eontreat1111 
the peraoaal 1m- tu .. p~able bJ the nat ajorlt7 of 
AMrlou allli Brlthh ta~pe~ere. Theel t1pr11, ea.pvted for 
per10D1 reoehlq lm-• prlarll7 fr• wage• u4 M.larlt~, 
abow t hat the Brltlah are .-Jill& 1•_. tu11 &boat twice ae 
beaq u thou .. ah&ll be ,.,t. 1a tllll eout17 1a 1948. 
Your ecUtorlll of lloTIIIber 5th eiur.• • with clTlag •­
ehleacil~~& flpu. IIIJ' I 11k the oapitall\7 of 70w aol­
for 1 l'lplt'l 

Tour crltiol .. 11 bleed on the ·~1• of 1 taJpe11r who 
reoelTea $4,000 lDD.., fro. dlTideDda. SlDDe ln 1941 onl7 
5 paroant of the entire DDtlo~al lno- oaM fi'OII diTldelllla! 
whlla 11Jio1t 70 perllllt NpNIIJltld the OCIIIpiDiatlOD Of lllp Oflll, 
lt la olt&l' that & tasp11er whoee lDD- la clerlTtd esolua1Ytl7 
froa dlYldeDde la aa,tblac but \Jplo&l. la a .. tter of fact, 
ln lll86, the 1101t reuat J ill' for wbloh w han euoh ti.;urea, 
onl)' one-half of 1 r,reeat et all taJ)e7•r• reoel Yed t heir 
lno- nolulnq 1'011 dhiclelllla. I lean lt to 7011 to Judge 
whlob h _.. •atalNd.lac• - a ._,.,.lao& of hllpiJ'tl'l recehlll& 
lnooau prl ... ll7 t.. -a-• or 111&Plu or o• of tuplj'er• 
receiTlag in•-• euluelnl.r t... cllYlclellda. · 

The tisure• I Plltaaed to the pNII oo.pare the Brltiab 
lnooa taue with the IOIIIIiiiiCl Federal allli Steh l.DD- tau• 
pa)'able b7 pereo• lbllc 1a .. York. We ohoee lfn York State 
even thou&)! ita rete1 ue blpr thu t hoN prenllw 1A ••t 
Statu, beoaue ot the lup ..O.r ef taXNII'• who Hn ln 
Hew York, It .., be bllpful to JOU to haYi the ettacbed table 

Regraded Unclassified



• 

21.! 

ooapulq ~ perooMl iiiD- tn wbleh •111 be pqablo bJ u 
AMrlou tazpqer aujoot allo to the .. 1'711114 tu with the 
ptraollll 1111- tu pqable bJ • l'llldnt ot a .... t Brltlla. 

Toll wlll Mto tbat the lilt tu l1abll1t7 la GNat BPltala 
11 at lout twloe •• lor~ ai""Daat la thh oo•t17 fer tu­
peJtrl wlth 1111 ... llol• 141000. !'be '-rlou taiJI,Jor• la 
thh CI'OIIp IIOO .. t fw _. lllu 80 pefOOat Ot Ill laZpaJII'I 
uador the 111t 1•- taz aDd tor 111 lYon larCr peroeatace 
ot all tnpqero lllldor the Ylot017 Taz. P'w bert the poat-
nr oroalt b Oroat Brltala ••• bo tuea nrreatq onlJ b 
rare lnot&M11 wberou the YletOPJ Tu poet-• oPtdlt la thb 
OOWitJ7 eU bo taba IVPOBtq ., to tilt IMII&t ot debt PIJIII• 
•at, ,.,_.t of llllvueo )lftlll-.

1 
alll pvthaH ot.., balld•. 

lor ••t tazpq.r•, total tu lla'bl ltl11 b Groat Brltab are 
nea larr.r rolatlnli £0 tllou b tb.h eo•t17 tllu !!i tu 
Uablllt 11. 

Sl•orllJ, 

~ Jl . .,._a-, Jr. 

Regraded Unclassified
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llo.....t)er S, 1942. 

P!WIIt llr. lalllftn 

Ill tt. ,..gul&t10D8 iew.d by tt. D1reotor ot !conomc StabUi­
tioc the pi'O'fUioDe reetrlct.in& eal&rlee to t:!S,OOO attar~ ot 
tederll. tuee cl1d not t.co. oparatift 1111W Jam1ar7 1, 194). To p.......,t 
abulee ot tbla dala7 i.D the e!leetift date ot tble pl'O'riaion the regala.­
tione allo proTide<! tt.t tt. 111m ot lila!')' plwo bo,... paid to an;r 1.Dd1rl&l&l 
in 1942 abould not aceed tbe total aall"7 plwo boDU8 1.o 1941, 1t tbla 11a 

J)171ble in 1942 exceeded •54,000, 

Since tbeee regulatione wre belled on October 2?tb there baa 
been brouaht to our attention aey inetanoee ot hardeblp reeulting troa 
thie reetrlotion, rhe aarlng picture induet.,. 11 prett7 hard hit. 'l'llq 
IIIAde e:oo:pendituree on pieturee and contracted to eell pioturaa and """ thq 
find that the •tara 'llho ,.. ... to haft pli.Jed in theee pioturee haft al~ 
reeei ftd aore than thair 1941 aallrlee, and hence the etare are re1'uaizlc 
to work. 'nlere haft been 8111 1D8tencee ot buline11 111t1 who han ~ 
exceeded tt.ir 1941 eal&rlee and 'IIIlo haft not .ad.e adequate reelrfte tetr 
thair pe,,_.,t ot Deeeaber 15th tuee, - thlf harlnc expected to - th1e 
~nt Ollt ot ~r and Deceaber ealarlN • 

.It -. the opinion ot 11r .... nobel, Jlr. Cann, llr. Paul and ~~JWeU 
that tble Mtwf"ebould be brauV!t to the attention ot D1rector BJmee, 
Ieeter<lay attarnoon ,.. bed a conference w1 th h1a and decided upon the 
._,..._nt to tbe regulatione 1dlich I diecwoeed td.th :you th1l attlrDOOD and 
'llhieb :1011 approftd. Under tble ••ndMnt, indirldllaloo -:r rectd.n ealarlee 
tor the balance ot tble yea r 'IIIlich 11111 bring the total coapenea tion tetr 
1942 lboft the total co10peneat1on tor 1941 pro'rided the ~nte Mde 1D 
194) ,..,.. required under a bona tide contrect betwen the eaployer and 
aap1cyee 'IIIlich wu in ettect on October ) , 1942 • 

Regraded Unclassified



STOCM GOSSIP 

H Y - 0 J - SUTTON BUTTON WHO-$ GOT THE 

dUTTON IS AN OLD FASHIONED PA~LOR GAME -

BUT THE NEW DEAL 1$ NOW PL AYING IT IN A NEW 

FORM - THIS TI ME TH E MYSTtRY OF THE HIODfiN BUTTe .¥ 

jJ A SECRET RULI NG OF THE INTERN AL REVENUE 

8UA€&U ON AN APPLICATION OF THE BONNEVILLE 

aUTHORITY FOR AN ORDER EXEWPT tNG A NON-

PROF I T CORPORATION FROM FEDERAL INCOME TAXES 

THE BONNEVILLE AUTHORITY RELUCTANTLY 

DISCL OSED THA T IT HAO MAOE SUCH A REQUEST 

OF THE REVENUE BURE AU AT A HEARING BEFORE 

THE S E C LAST WEEM ON THE PROPOSED RE­

CAPIT ALIZATION PL AN OF PUGET SOUND POWER & L IGHT 

-PERSISTENT DAILY tNOUIAV AT VARIOUS 

SOURCES OVER THE PAST TEN DAYS HAS 8AOUGHT 

NOTHING BUT 8L ANKS - TH£ IN TERNA'fl REV ENUE 

S 000 OLS AND IMPRISO NMENT FOR 

D I SCLOSING THESE CONFtOENTtAL RULIN~S 

A LONG DISTANCE TELEPHONE CALL 

TO C GIRARD DAY I DSON ATTORNEY FOR 

80NHEVILLE AUTHORITY WHO MADE THE APPLIC A-

TION TO THE HEYENUE BUREAU BROUGHT A REFUS AL TO 

INS'IffER BUT A RECOMMENDATIO N TH AT I NOUIAY 8£ 

MADE AT THE DEPT OF INTERIOR IN WASHINGTON 

• THE OEP AKTMENr AGA IN AEFUS£0 TO TALK 

NORTHWEST M £" 

SECRETAMY ICKES WHICH WOULD HAVE EXE~PT£0 

IHO,H -PRO~tl CORPOR ATI ONS FROM FEDERAL TAXES AND 

HAY[ PAVED THE WAY FOR EXTENSION nF 

ERNMEHT OWN ERSHIP OF UTI L ITIES ALL OVER 

THE COUNTRY - THE INK WAS HARDLY DRY ON THE 

NEGATI ON OF TH AT PROPOSAL WHEN THE BONNEVILLE 

AUTHORITY TOOK THE LATEST STEP- AT THES E C 

HEARI NG ON THE PUGET SOUND PL AN IT ALSO WAS ·~ 

BROUGHT OUT TH AT LEHMAN BROTHERS ARE READY 

TO UNDERTAKE THE SALE OF BONDS OF A NOH- PROF IT 

CORPOR ATION THA T MIGHT 8£ ORG AN IZED y o BUY 

PUG~T SOUND - GOSSIP 1$ CURRENT THAT & F&VOR­

A8LE RULING HAS 8tEN HANDED DOWN - BUT WHATEVER 

IT IS F INANCI AL P EOPLE BELI EVE IT 

SHOULD BE DISCLOSED PROMPTLY Regraded Unclassified
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Bo~orablo Ar\hur Gol~oohal~\, 
ACIUDC Director, Dl'fido~ of rown, 

Depart..at of \be I~torior, 
VaabiACto~, D. c. 

S1r1 

bfore~o 1o ~ to ,.,.... l oller of lept-Mr 28, 1142, vlt.lo 
•~loour .. , N q1MOUDC a "'l1DC vbat.loer a propo~M IIGIQIZ'OfU aot"pO,.._ 
Uo~, to 'be Orpalao4 && U &Cqu1rbc _,...,7 11114n !Hl o l3 of U.. 
Ci'fil C~o of Calltomla, vlll 'be ••apt froa 1'o4oral 1DO- -.,..

1
, 

1'11blic utili~ proportioo iu ~iaoteea couatioo io ~ ltoto of 
VaablAC'o" ban 'bela OV>Io4 IUI4 oporato4 b7 1'acol lo\1114 rower &114 I.ipt 
Co~, which 1o ooatrollo4 b7 IDCi~oro 1'111111o hnice 00111*17, 
!hooo proporu .. dupl1cato to oo .. utn' tbe lllllioip&l olac\rio 17.,_ 
toao operate~ 117 \be c itioo of hatllo &14 !ako... !be r ocoat O%pla­
oioo of iDduotrial effort ia ouppor\ of war oporatioao aocooaitotoo 
a aaJor o:rpanoio11 of power fac1liUoo which tile 00111*17 1o 1111&111• to 
tbuoo, IUI4 oODdHDaUo~ procoo4iACO ba.,. 'beoo i oitlato4 or are 
i .. i .. llt io aixtoo11 ooua,ioo 117 public utili~ die,rioto created, with 
power of ooDdo.,.Uoa, b7 Toto of tile people for t'be upreee pv.rpooo 
of aoquirloc tho COIIpoiJ71a proportloo or ooapoUoc wi t.lo tbo OOIPOI7. 

JDCiaoore 1'111111c SorTice Co~ hao 'beoa dU..otod 117 U.. SoCW'Utoe 
&Dd lxch&ace Ca.aieoioa t o dine\ itoolt of ito owaorobip of tbo r.eot 
•1•toa. n 1o vlllloc t o oou olll.7 •~ a qetea-viu 11u1o ""' .. 1~ 
t i>O 100&1 pv.1111c ~·• 11o.r \be Jo.,..'fillo rower Mal~otraUoa are alllo 
to 11114ort&loo a 171to .. v1u aoqu111Uo._ 

It 1o propoeod, U..rofore, to create u aceac7 vlt.lo nttioioa\ 
lopl &A<l t1-1a1 capaoi~ to balodlo a qoto•vlu ac~liU• of 
tho 1'acot proporUoo 011 'behalf of tbo l ocal Pll1111o ~·• &114 U.. 
JO.,..Tillo rower Adai~otraUo11 b t.loo area .. nod b7 U.. ooap11117, 

'L'ho aoqu1riDC Aee1107 will be i110orporato~ u a ooaprofi\ oorpora­
U oa lllldor !Hlo 12 of tho Ci'fil O~o of Cal1 foraia wit.lo ito prlllcip&l 
office ill 8aD J r&DCieco, aDd will 'be .... ~ Jodoral l oo rrofit Acoacr, 
( ... 70\lr letter) or Jo4or&l loa rrotit lower -'CID07 (••• charter), 
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l!onorablo .t.r\lmr Clol4aclla14t, 

~dor !ltlo 12 ot the 01Yll coa., tootloa 693 pt~\1 the toraa\loa or 
a noaprotlt oorporat1ca ~ &aJ au.ber ot paraoaa aot l ott ~ \broo, 
tor &aJ 1avtl&l pu.rpotot vbich do a ct ooa\ellplato tbe 4htrl'ftUoa ot 
plat, prot1 tt or 4 1 Y14oa4a to tho ••bert tho root, !be O&ri7111C oa 
ot butlnuo a\ a protlt 1cc140Dt&l to tho .ala pvpotoo ot tbe 00rpo,._ 
t1oa &114 \be 41ttrlbut1oa ot aotott to .. abert oa 41otolut loa oball cot 
bo 4oo .. 4 torb144aa to aoaprot1t oorporatloao, 

!be lccorporaton , porooaa proa1DOD\ 111 tho pt'bllc -•r ao-t 
ln tho Jortbwut, will 1Dcl'114a ou poreoa ocoup7l11C M adaiahtraUft 
capacl\7 1D the :loDDOYlllo 1'-r Adaia.iotraUoa. t'llo propoood arUoloo 
ot lllcorporaUoa proY14a 1D ArUclo U \bet \be pvpoaoo of tho corpora.­
Uoa aro t o bo ot oomco to &114 to cooperate with tho :lo11110Y1llo l'owor 
.&4aWttraUoa la tootor1ac tho oooiiOCc donlo-at ot tbe l'&cltlc 
llortbwut ; t o occourac- &114 proaoto tho vldor &114 aoro otflcloat paora.­
tloa, tr&Daaiotloa, 41ttrl'fttloa oa4 utlllaatloa ot olootrlclt7 tor 
ocrlcul tural, 4o•tUc, c-rcl&l &114 1114uotrl&l ptrpoooo; &114 to tur­
a.ith &D lutruaeat&ll\7 to e&rl7 out tho aboft-o"J)rot- pvpoooo 
throucb tho acquhlUoa ot cortola uUli\7 &7tto .. &114 tho1r llltocra­
tloa with othor power tac111tlot ln \bo Paoltlo Jortbwott, la order to 
proaoto tho voltaro ot tho paeplo of tho rocloa, ozpaa4 the 1D4uo\r7 
&ad co-roo ot \be area, &114 lncroau tho vo&lth ot tho o-H7. 

ArUolo T proTidot \bet tho :lonatYlllo Povor J.dala.iotrator, or hlo 
ouccott or, thall haft tho tole power to eoalaato portoat tor oloctloa 
to .. aborthl p 111 the oorporaUoa _,. tho Yoto of a -.Jorl\7 of tho 
moabero prau at at tho ••Uac at whloh nob a .. laaUou aro oonoldorod, 
oD4 ho oball haft power to toralnato tbo ••borohlp ot &QJ porooa at &a7 
tlae, with or vlthoDt ........ It at &QJ tlae all ioaaborohlpa 1D tbo cor­
poraUoa th&ll haft beoa toralnato4, .U.rohlp v lll .. t ... tlcall7 ftOt 
1n \bo J.ooht&Dt Adaia1otra\or ot * :1 t lllo 1'-r J.daWotratU. 
or bh nccotoor, who ..., con\lliM tho corporate exloto-. 

!be corporation v1ll ho,.. roftDU 'boado or othor oocvlUoo to 
ra1to tl&adt tor tho pvcbatoGt \be uooh ot hpt lcn&DI! Povor &114 
~lc)lt OOIOJ)&DT, u ¥111 retoia &114 opa,..to tho pMraUoa aa4 trono- . 
elotioa tacll ltlot but will leuo or ooll tbe dlttrlbutioa tac111t1oo 
to tbo Yariout public bo41ot 111 tbe area. 

All laco .. rooolft4 ln ucooo ot tbo aaouato roaooaa'bl7 roqu1ro4 
tor tbo ocnduot ot tbe corporat1oa 1 t buolntt o &114 tor tha oroatlon Gt 
nocoto...,. rotornt lacldoat&l to tuoh butlllO IO &hall bo u- oolol7 
tor tbo pu.rpoto ct rot lr1DC tho corporate 1114obto4Moo, oa4 ao pln, 
profit or dl rt4oD4 will ...,.,. or bo pa14 or pa:rablo \o _o .. , 
Whether orcaclsoro, .. abero or oaplo7•••• oxcopt ao co~aatioa tor 
&ctu&l oorrtcot roll4oro4 to tbe corpora\loa, Ct. Ar\lcloo Tl &114 111 
ot tho ch&rtn. 
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n.a a had allall ba.,. 'Mea proT14e4 "*'loll h nttlcl.ea\ \o 1J&:t 
\he corpora\loa'• de'''• \ba oorpora\ioa ~ball for\bwl\b prooool to 
1J&:t \baa. .U\er ~a\ of \ba de''"• or iD \be ,_, of 41eaol,.. 
Uoa, all pr-ru .. of \ba cocorporaUoa abaU be ., .. .,.1M \0 \ba 
lTD! led. IW.\ee of .&Mrioa or \CO aa "P11QJ' cor oorporaUoa ~of, to 
M iatecrated. wl\h \ba O....n.al'• o\bar potNr proporUM ia \ba 
riCiOD, &ad. DOD& of \ba .... ,. Uall M d.le\ri.Jiolled. \0 \be --1'1, 
officeu or ellplo7eei of \be oorporauoa aar \o &a70D& 1.a tllel.r M­
halt. ot • .t.rUcle• nn &ad. u of \be ollar\er, 

Tou. eW.\e \ha\ \be fiaaaol.ac ot \Ill propo11d. puoba .. of prop. 
er\y will requiN \Ill hwaace of kad.e v;p \o 100 peroea\ ot \ba 
Y&lue of \be proper\7 llol\ \ha\ 7011. loa.,. Mea ad.Yil&d. '7 0011'1\n\ 
ID'I'II\M&\ COimMl \ha\ nell flaaaoi.JIC will M read.l.ly &ftl.la'bll it 
lbe iaco• of \bil aoaproth corponUoa I.e ao.\ .U,Jec\ \o hd.lral 
laco• \uaUC>Do 

OD \be 'bath ot \he fac\1 pr .. ea\&4 hlreta, 1\ 11 \ba op1Dioa 
of \hie office \hal \be corporaUoa will DOl M ou'bJecl lo hd.lral 
IDeo• \u&Uou 1t fol'814 &ad. eo loac u U 11 operal&d. 1D ace~ 
wi\1> \be e\a\eaoa\e aad. o'bJec\1••• eel for\h iD 7~ re~e\ for \hie 
NliDCo 

llllpec ltully, 
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TREASURY DEPARTMENT 220 
INTa C»Fk:& COMMUNICATION 

DAftJiOV. 6, 
~ Secretary YOrgentbau 

'"o" wr. lhite ~ 

This ia a COJIP&ratin atateunt ot the earnings and 
expenses ot the Stabilization Fund tor the months ot septelllber 
and october, 1942. 

Earnings Septeaber 1942 October 1942 

Interest earned on invest.ents 
Interest earned on yuan 

I 

$ 19,'61.~7 
23,601.61 

Total $ ~.063.08 
Profits on handling charges on gold 76,016 .82 

Salaries 
Travel 
Subsistence 

Grand Total 

Telephone and Telegraph 
· Stationery 
All Othera 

Total 

$119,079.90 

$ 22,188.53 
993.51 

1,106.30 
1,359.21 

15.29 
359.07 

$ 26,021.91 

$ 20,110.19 
7,378.91 

$ 27,489.10 
170,089.38 

$197,578 . .a 

$ 18,927.72 
~.51 

3,575.01 
585.66 

25.Cle 
567.72 

$ 24,1~.67 

Net earninga $ 93,057.99 $173,432.79 

The rise in earnings reeulted almost entirely tro• a 1ar~ 
increase in the value or gold traneactions with foreign countries. 
These traneactiona were principally sales or gold to foreign · 
countries to be added to their earmarked accounts with the omoorll.~' 
Reserve Bank or New York. 

A decrease or interest earned on yuan due to the repurchase 
the balance or yuan held under the 1937 Chinese Stabi1ization 

agy·eeiiDeilt by the GovernJient ot China will also be noted· 
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INTa OI'I'IC& CONNUNICAT10N 

221 

Jlr. al'• 
.......... , 1,.. 

TO 

,.o .. Jlr ... ,_, .. , 

1. ltaltlllM!le lwf1t ltH !mrytlw _ lettS, u!y. 

(Ia tloo • ., el .. u...) 
Jm!e!!ptt .... lmbttf, lt1f ,, ......... - ~·~ a...u 
Oldaa hll, 715 .~ 

lel ....... ,_ 
lwl•urt.t 11,917 
tubir - II.~ 
~ ,. 
l'~ 11,000 
•• I.I. * !o\al $15,72l $5Q,llllo 

~hunlhK 11,,,00 1,172 

.u ....... u ., , ............. u .... ............ s.. ....... el .. ... 
$8,512,000 la tile 1..-UlaaUoa ~·• .. u bol4lace h $16,ollg,,T ae el 
Oohber ll· 

0v aa1e et h,IJl,OOO h liMo O.Mnl Ju4 eoaoloteol et Uoo lluatu 
Ullft"7 el ...... -.. 17, 191!2 -'- Uoo 1_, l, 19'12 -croo •t. liMo ,..... ... 
ot \Ill aale wn ~ te tile ,.._. e1 $20 .Ulloa. C. Oo\oiMir 27, Juoia 
~4 u "'1,170.i0~ t.a t1u1 ""~' e1 till e4-. ae4 till ocr• t lo 
oov oout .. rM h ...,. '-a hlltllel. le ...... ltnrtor et .. u a48r tile 
ac:rr rot-......._ 

2. 'r!M!IZ leM n. 
llvtac o. ........ , ... fnUU7'• .. u ................ ,, tlll,)20,615 .. 

$22,1)9,7119,31) u et o.•e'-1' l1· b.- ae4 ooUMteol o~~Mce• von u tellenr 

1m,-et.aet ._.u. 
I.,....• uu u-•17 •• IIlah 

- ..... eft .... 
111-'' - (.n .. unn•• e1 

Mia-' ...... ) 

!etal 

!J Iac1114 ... 16.5 lllWM tJoM Cno'e 

''"'•· of ftl''" 
,.o 

17.6 lf 

..2zL 
27.1 

--------------------~ 

Regraded Unclassified
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Dhtaloa of lleMta17 

.... uolo 

Petree•• 111111 t •----- •• 0 .._l l en 

.. , Ml.H !o ft~lllaaUoa '-4 - 111.11 

••• 'tnm - 111.3 
3. ! o!!l !!14 1!14l!p ot !be !lltl!et f!eht 

fl'otov7 !tl& "'* 
1\~lUaaUoa J'..& !t1l 

!fttl 

Oo\oMr 11. lgl!2 

t22, 739.749.323 
16.o!f,777 

t22.755. 7".320 

Regraded Unclassified
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....... 1 ................... . 
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I • ~ef 3$ 4 ....... '9 I I , ' 

.... b ,, , ,._.,,. • ..._.k .. 
1111 ___ , .. , ....... _ .. .... ~ 

....., II. 'llocpiW. J't . 

... q' .. _ ..... 
a, hn. BroWII )140 11/5/_, 

Oon 1n DlaJ'7 

Coplee to !boapaon. 
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....... 
lla-.. ._ ' •'r ,,. • a o I 1 • 

··--···a ................... ,I 

.......... art .. , I ' .. •" u 1. " '- a a 

.......... •a-511'111 -·llftl ... t .. '=a .... % ' 

.... I II ... AllY .. S5 ¥late W tt I .... 

.... • ... I 7 I .. II'IJ 11 

...... I IF 

tla ITT ....... liM---· fl 'II I ..... ,.. • 
.... a, u ......... ..._._.,...,. .. ... . ', 

(IIIJ'IHMI) B. llorwethav, Jr. 

a 1 a "'., 11 a. 

•·•·rw .. .,.. 
.. I :~==~ .. • an a •· 

&d •• 
••• s1 Ken. Brown ):40 

Pboto t1le 1n D1sr,r 

r11e to !boapsoo. 
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Subjeot: 

TftEASURY DEPARTMENT 

ltn'KJt ~ COMMUNICATION 

S.oretal')' llerpntbau 

Kr. Bon1oh 

Sb1paont ot P1anoo to Br1t1ob rorooo 

1. Duz>111g tbe woolt on41- Ooto'bor 27, 1942, 
108 p1anu , 1no1ucl1Jic 47 o•'ba\ p1anoo, wore oont 
to Br1t11h tercoo trea t ho Un1to4 8tat01. 

2· More than 10, 000 p1~~too baYo 'been oont 
t e the Br1t1oh toroeo o1noe Janual')' 1, 1941. 

3· During 1942 •• baYe oent 5,162 p1an01, 
1nolu41ng J,99J aoabat planeo, t o the Britioh 
toroee in al l areao, ao oo~~pare4 te 1 ,1125 boabero 
an4 tighter planoo oont to Ruooia tb1o 7ear t hrough 
Ootobor 20. 

226 
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'l'abh A - lb1paente bJ Area 227 

••• !otal IIUpped total lh1pped &n41!!g 1n 1942 11noe Oot.27 .1942 tt 4ftt Jan. l , 1941 

Light end ae41u. boabere ll 'ij l,S3S Heur boabere ~ 
l,:s 

l.IH 

B.val fatrol boaber• 
Purll11 1~ Ar8{ cooperation ll fra nere .-...!2 - ~ Total to the Un1ted ~1ng4oa 31 2,o63 3.796 

16 576 90i 
0 6 
0 7~ 1,~ 6 
~ -...Z22 4oS 

het 1,613 2,938 

Li2ht and medlwa boab1r1 3 s~ 251 Hei:rr bomber• 0 1 
Naval ~atrol boabere 0 23 f~ Purau1 0 

~ Tra1nere ..ll ~ 
Total to Canadian Foroee lS S2S 2,287 

Light and ae41u. boabere 0 145 21l5 
Weval ~atre1 boabere 0 0 _ill Purau1 0 200 
Trainer• __Q _u 1 
Total to Pao1t1o Foroee 0 357 752 

0 174 174 
0 40 40 

_..2 _tl __tl 
5 2& 281 

____Q ~ ---22 
reroee 0 20 20 

Li!l'ht and Md1wa boabere 27 1,652 3,411 
Ilea:! boabere l H~ J.Jfi Nav patrol boabere 
PurauAt l~ 2,00~ ~rmr ooperat1on 20 
rrunere ~~ !&. 2,548 

Grand 'l'otal lOS 5,162 10,074 

Regraded Unclassified
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!able 8 - 8hlpaonte b7 !)'poe 

Boeing 8oeton III 
Brenhr &u.uda 
Douglae 8oeton I,II,III 
Lookhu4 Hu4eon 

A29A (A~l5l) 
Ventura I 
Ventura Boabor 

Martin Marauder B-26A 
Baltlaoro 
M&rJlaD4 

North Aaerioan B-25 
NorthrOp Ve~anoo 
Vou~ht-likorikJ Cbaeapoako 
Vult•• Vensoanoo 

Bell A1raoo'ora 
Brewetor Buttalo 
Curtin li:~!a•lr. 

!o * 

PBY-58 

Gru .. an Martlett II 
•artlett IV 

Loolr.bee4 L1sbtn1ng 
North Aaer1oan Muetang 

Fa1rob114 24 R-9 
Pitcairn Aut0«1N 
Vought- 111r.orlli7 ~ Pf20 
Vultee lt1neon ~ 

Ceeena-Crano I-A (A!-17) 
T-50 

Pairob114 P1'-26 Oornoll 
North Aaer1oan Ra~ar4 Il 
Stearaan H-27 

!otal 

•••Jr. 
En41n~ 

OoS.2Z.l 2 

0 
0 

ll 
7 
0 
g 
0 
l 
0 

s 
0 
0 

l 
0 

6 

0 
0 
0 
0 
0 
9 
0 
4 

0 
0 
g 

lOll 

!ot al llb.1ppe4 
in 1942 
to 4ftt 

15 

J! 
l 

3u 
57 

2SS 
0 

Ui 
0 

40 

llS 

228 
!otal 8hlppe4 

111100 
J!J!. l e lC}!l 

255 

139 

~ 

Regraded Unclassified
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Table 0 - Phne 8b1paente to the Br1t1ah b7 l'oeko 
N L1f!ht aD4 Ia Tal ArliT l'ook M4J.ua lleaT1 c•trel Ooopo,.._ ln4o4 bolbttl boab!r• oabert Purtu1t t1on !ratner• Total 

l'ookl1 •••r~ 
of oh1paento 111 
19•1 35 2 3 27 l 29 97 

l'ookl1 •••rar• of 
eb.ipaonh 111 tint 
6 aontha of l~ )6 4 l 55 3 11! 117 

Ju11 7. 19.2 77 17 0 ~l 0 )0 141 Jul.1 14, 1942 ~~ ll 3 0 l 1!1 Ju11 21, 1942 I! 3 0 
~ 4 I!) Jul1 2s4 19•2 39 0 2 0 146 93 .\uguot , 1942 )2 0 ~ 27 )S I! 109 Auguot 11, 1942 

~ 9 6 70 s 19 1n Auguot 11!, 1942 3 7 20 0 ll 101 Auguot 25, 1942 25 0 11 26 0 26 1!1! Sopt .. hor 1, l~ 
~i 0 s Sl 17 2S 167 8eptoahor S, 1942 0 

ll 11 0 6 bl 8optoabor 15, 1942 
~ 0 1)9 6 )6 2.2 8optoabor 22, 1942 2 2 )6 20 1~ ~u Soptoabor 29, 1942 )0 l 2 9 0 Ootobor 6, 1942 11 1 10 56 0 47 125 Ootobor 1), 1942 29 .o 4 39 17 Sl 170 Ootobor 20, 1942 35 2 2 1) 0 20 72 Ootobor 27 , 1942 ?7 _L ~ 13 ----2 ~ lOS 

Tetal lh1paonh 
1111oo Jan.l, 1941 
to 4ato. 1/ ) ,411 259 255 ),)67 2)4 2 ,541! 10,07~ 

!{ Total 1noludea planea ahipped 1n pr ·1or to March 17 wh1.ch are not included in the weekly tota1a u p t o that d a te. Regraded Unclassified



NOT TO g RI=TIWiptmp 

OOPr 110 I 3 ·-oPrgL llo. 1112 

Into~tion recei ncl up to 7 A.ll., St.b I-ller, 1~. 

A'TA!j153 Ill SHIPPIIIG. J'I'OII ) l at October to )rd lfon.ber 111olu-8ive 19 ol\ipe l'lere rePQrted attacked by au'-rlnoa. A Norwegl.lln tanker •• tor-­pedoed 111 the hc.abound OOCITOY 111 North lleatorn Aprrouchoa (111\ld.na " total or seven abipa 111 t bia convoy) but-io still atloet. A British abip waa alao tor­pedoed in tbia area. A OOCIVOf wu attacked llorth East of lli!!IFOUIID!..'IIID IUid 011e British ahip "blob is still afloat, and 5 UIUWDed sbipa were tor1>oc!oed in a co1~., voy in tho Canaries CU'M. 5 British ebipe were tor pedoed, 2 Britioh ohlj)ll were sunk 111 llabllok Anchorap, IIP:III'OONDLAIID, a Norwegian ship torpedoed i n the lleat Atlantic, 1.1 British ebip in the CAP.ETOI'tll area, 2 Brit ish ships (one oi' ~biob 1a proceeding) off OORIIAII. In additioa a l'an&ll&llian abip was lllined 1.11 tho I'IWIIDAD area o.nd a U.S. abip waa report ed aunk by a raider in Septo11ber 1.11 tho South Atlantic. One l orwegian, ooe Belgian Md 2 Britiab abips prnioualy reported overdue qe now believed aunk by ...,...,. action IUid one Brithb abip ia overdue at HALI FAX. 

2. !llLITAI!X 

.!!2If1. )rd. There wore 8111111 t.hot eneey waa continuing to thin out in forward areae eapecW:ly in Southern' Sector and by llidday troops were wit.hdrewl.llc al.on& Coeat road in !lort.bem aector. During nisbt )rd/4th onelllf pocket behind our forward troops on tho Coset wu cleared by nine Auetra­l ian Division and 51 Dhiai on widoned the gap 10 .U.es weat of 'lilt lit <lSA Md aasiated our anDOured forces t6 f'88B through . By 3 p.m. 4th bulk or our a:rmour•d forces were ancaied. ReGIIUltO or one .... ar.oured rol'!ll(lticna 10 lllilea Goo.ttb west of SlDI R.~ .-hUe Second !lew Zealand Division supported by al"'DDOll''ld fol'llllltiot''" bad reached the eaoarpment 4 miles south of DABA and light reconnai ssance unite bad reached neicbbourbood of ruu. In Southom sector our troopa bsYO advaced clearing up poeket a of reaiatanee o.nd keeping in touch with onom,y aa ho withdrew. llany prisonera have been taken includina General Von Ttloclton , C-..clor A1'r1b Corpe and wbole Diviaional Staff of Tronto Division. 
J . AIR OPERATI<IIS 

Elf!· )rd. Over )00 ene=y 11. T. deotroyocl or daJoaged between ZAL and FUXA and. beavy caaualtlea inflicted on ratirina troops . Record of over 1,000 sorties nown by Ucbt borabera and fighter s. ' F.neey acUvity olleht. except for two dJ.ve '-bin& at.t.,eka wbicb were intercepted. Night Jrd/4tb. lledi.., bombere and Baaufighter s continued attack on similar tcrgot.a botween ilL DABI. and SOLLUII, uey tirea bel.llc started uoong cloeely packed vehicles. C&a\11\lti ea, eneoy - 14, 11, 10; Allied - 19, nll, nil. 2 pilots aate . 

tJ!Im!WIEAM· Jrd/4tl>­bound 8bip and er. 
£Jm!A. Total ot )6 Japenoae bo111bora and fightoro attacked KlfBILIII Air Fiold (J40 miles northwest or BOIIG KOIIG) and. cr atered tho runway. 

Regraded Unclassified
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eooor 10. /.I 

l rf;J, lq. l9Q 

1. l!!'lAlt • 
No l.llportu\ cboDa• 111 dio,POol t11111 ot a.,_.. ._.,. oblpo. 

COO>eldoroblo doo-.o 111 IrtJ:r • APitiCA t.ronto. 
dAily air - oarrled ou~. Two llino~ -
mMnod by ~ho Grook l ovy ban not' Joillod tho llodl.l.orron0o1n Pleo~. BoU..\od 15 000 
t.on1 Axil lhlppln& 111111c or ladl.y daapcl by ...,. alrorott. ' 

~~~ Wt!JI'ARE. There oro pooolbly ~ U·booto at aoo 0114 -
production 11 ot a£"25 per liiODtb. O·booto ban attacked o.....,. DOrtl> 
of IIADMRA, ooutb of ICIILIIID an4 ott N!.'lffOOIID!.IIID dllr1nl -k. Two 00..., _. 
tot.t.ll.inc 56 oblpo UTind 0.~. trltbcut lou, tro outward OonYOJI tot.al.UI>.c 6l 
llhipe arrind wlt.bcNt loea, tao abipe lost ou.t ot ont ou.Wuct ccm•o)'. Feet 
lat "-bor l.4 oblpo lot~ by 0-boat all 111 AtLAllfiC. r.o ottaokl oo U-booto by 
airorot~, ooo by 1\U'foco croft coooldorod prcodo~. 

l!IQ!CR ll41· Fo.ll.,.111c wvablpo bollned ll1llJ offoctin prior 
to prea.at. operat1au. 'f'OO:Uib • ~"', 2 Iicht. 1Dch CN!Mra, t-.o alx .1ru:h 
Cru!aere, l3 lt.r,. DNtroytn, lenD d.utr-oyera, lW1' 1u~. DAUR: 
•RICHa.WJ• , ) olx 1llcb CN ioon, 1 lnod Morobant Cruloor, 2 larp DoltroJon, 7 
oulBir111u. CASABLlliCAt 1 olx ioch -.or, 2 larp doowyor1, s 4oowyen, 14 
&llnorilloo. BIZERI'At 3 OootroTorl, 1 ~no. AI.Git&t 2 oulBirioo1. 

2. Mlkl1AHI 

.fl!lm. Oporotions tlllly reported 4ally • 

.l!!!lllll· b .. o patrol activity ooaatol ,,... bu~ Joj)Moao oui'IUDOo 
CIUN HIL!.S Aroo bu not ropoat oot dovolopod an4 DOW bollovod only roC<>Illl&iaNDOo. 
ED~ not. r op6&tl not oonaidoNd. t.o haft torc•e a n1leblt tor b rp aoa.l.; otlanain 
on lliDlA . 

) . AIR OPcJSA'fl(I!S 

I!ISUII! llllllt· Jo n111>t boab111c .,.111c to -thor. S..orol dayi.Jibt 
roldo by oall forooo apinot obJooUYOo 1o G..IIIWIT an4 oowpl<.d torrttovy =nDa 
Oltlcb LoethM4 Venturu oporotod tor tb.e Nrat u.o. Onl clollilbt attock oo 
C~!lf&allORI foU - up by lll.abt -l>IDC or tbo - areo - nl"'t coot tho -
1L t.lrcrot~. IOI'Ml .._bar ot &atl-0--t ooru .. an4 BUICAI Pawlo JurioC whlclt 
Cln alrcrett loot, 91 llinoo lald. 

llf,;t'~'~· Al.lled a1rorott n .. 6,146 oorttoo. fll..n tho 
t.tet.t at.arted otlortbem Sector OW' Ucht. boaben, ttpter ~n 
Cllhteu Ill oporo\od ooot.....,...ly at an.. ioWIIoHy acainot o1o• ~ colulono 
on tllo road. 1ho ..,.., oodo no attoopt to dioporeo an4 H 11 oot.la\od tbl.t onr 
)00 ,.hloloo woro 4l oobled. i)':Nl air octlrt~T .., ll&1nly dotonol••· "- nnce 
bolabera u.S on ooraYOy eecort at the expen•• ot tJo.binc, l&rcu 1nore.ao 1n 
&lrcrott corryln& oupplloo froll C&'I'JI. 

~· Hoovy Ge..., roi41 by dAly ·>•4 nlsht on IIUIGIAJISIC. Ruulano 
ettackod Htl.SlliXJ o>nc1 4- boblod P'iollisb Unoo. 1\11olonl oporo\od trltb 
rorcoo oroot or ~. parUoul&rly fiCilinlt rall'"'Y o_,.lo•Uocl VIT.:BSIC. 
a,...,. olt.laod to ban doaced two-tblrda Ruollan oirfltldl lA SC.U.DIORAD oroo, 
Ruooloul .ur Poroo oootlnoMd to oporato oucooaotlally Olf-llllt ouporlor .,.bo>ro • fhOl' 
•oro o1oo aoun 1n nii.PBl o>nc~ IIJLCIIlX ....... or c•.UCJ.SUS • 

• 
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l!.J!OA, Duqo to por~ d...,rtbocl u t.oo.,., Shlpyuda bi< ODd 
sov•nol -u naaw 1D barbour Ounlt, l.lAor IDio\ ~ but t>Cl< MrlowJlJ, 
1 r.!~~iV3 oort<>wllJ' 4uqod by til'o. IIRIGIIOL! Stat.iCOI 11•-ril¥ bit, 

232 

JW.6l. )0 MJor end )00 a1nor flroa 1D daJUaht attack. Sa'<onol 
\Woo ot railfty -.. &leo to PiNlll Rllhbor wortco. 

tl!,H@WIHAVp. l4tb/l.St.h Soptooabor. P'urt.hor dtuoare 1o N•v&l """'"II \ 
cuualt.lo1 vtry hi.Nlvy. • 

lc06Iillf SUII!Al\IliE BAS?. · Loamt t.h4 ~ two ond pooolblJ' till ~hroo 
tlooUnc docko domosod. Oonorel lfach1no Md ~orkohop ~boot •••l'l• t•13 domoUohod. 
Conoroto pen, hit. in IOVI rnl placoa, bo S00 ton U .. boat.o dt~.mQ&od. 

s. OPii!lil1IONAL AIR!;.Mrr BA'l'Nl CASU/ILTIZS 

II?T!!OPOLifNl AREA 

Brit.lth and. AWed li!!!ll 

&=bore 
Flahtoro 
Coootal 

1'ot&l 
2 Fichter Pllo<o oato. 

In the Mr 

lS 
ll 

_1._ 
27 

Pre b. 
!!ill· l!lli. 

Botoboro (lnol..Soo ll 
) dut., 1 prob. 
dost, 4 d&a,..S by 
A.A., oleo l dut. 
bf Balloon C-...1 

rt8htoro ~ 
Tot'll 2) 

1 

+ 
M!DDLB !.\M (Inc. !1.\!JA) 

Bri~1•h A04 ~lliod 

In tJt• Air On the Grqund 

Boaber1 (incl. Boc!lbera 27 l8 
l u.s. l) Nil Ptshtoro 40 ll 

Plghtora (!.Dol. (U.S . cl• too in-
2 u.s. -f- + cl1ldod 9 doot. , 2 

fot&l prob. doH., 6 
) ·~· c.nd S p1loto are l&!o. <14»cod 

6 

24 
23 

JliiCil.lAniOUI _L..l!!L NU 

IIOTSr 

• 

BrHUb an4 Allied 

In tho Air 

Total 

FAR f.ASf 

'Boabora 
F18htoro 
ortopoomi<l 

Total 

70 29 

l l 
l4 9 
-L ..J!.D...: 

20 10 

No nocount 1B taken ot ~nOIII,)' a ircraft. dootroyed on the around in 
any thMtn • ot Br1t1ah N~va.l Aircratt caaue.ltioe. 

6. HOM$ sguw 

47 

. illocl 44 !.ltt..ot.orl c1rll1.t.n CAouoltioo "* .nd1nl 6 •·•· 4th. K • 
aerlouolJ' -ad 104, l.Dol\ldlng )) kUlocl ot CAIIfilU!URY. 
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T.-EASURY DEPARTMENT 
INTIIII CWI'-=- COMMUNICATION 

.,., 8eorotUJ llol'IOntbau 
rRoM Ill'. Rot11oh 
Subject: .... ..,. of IntolU.conoo Reporta 

4111 rt1lrar btttltntok 

Thoro 11 111 Azla Jluoopo a aorloua ahort:r or rrolrht oaro, whloh throatona to 4e•olop 1nto tho .. , aor1oua Axle bottlonoot. Thla otatoaent 1a .... 1n a reoont ~ port troe tbt Ortloo ot ltrator1o lerY1ooa . To 1n41oata tho poulblo 1111Ua")' oonaoquono .. or auob a lbortag.e, 1t 1o po1nte4 out that to •••• a a1nglo aaobanl&e4 41•1-don roqu1reo 11oarl7 110 tro lcht trallla or 65 oara oaob. Tho rolllnr otook or tho rronob lat1onal Ra1l•ar• bao bee11 out 111 halt b7 Geraa~~ roqu1a1t1ono . 
(0.1.1. Raport Jo. 1182J, October 22, 1942) 

GJn•ral Ytj Bynttt4t'e rp1n1one 

Tho ott1oe et ltrat,1o 8e~o .. baa rooaho4, rre~~ a oont14onUal awroo 111 1otl7, a report on an allore4 oon•oraat1on ot Ootobor 7, 19~2 between rrenob Kinlatar ot War Br14ou an4 tbt OoNOII General Von ltwlato4t. Aooor41nr to thla rop•rt, Vo11 RuJIIte4t atate4 tbot the ••r waa proooo41nf!' to hla aat1ataot1on. Although tho Ruu1011 OUipalCII lla4 not lhe4 up to axpoctat1ona, be expre .. oa the op1111011 that 50 Axla 41•1a1ono oolll4 be w1tb4rawn troa Jluaa1a without aal'1011al7 1apar111ng that oootor.. •a~~wh1lo, bt aa14, tho loll«lo-laxona, Wider ObW'ol:llll '• loa4orab1p, wore 4h14ol, hoo1tallt an4 bar­aoao4, 0114 bo wlaho4 tor 11othlng aoro ta•orable tban tho preoont t...,_ ot onoar ottol"to . . It ••• Br140WI:1 1 op1n1on that tbt OeNOIII Ln Franco are weak 1n art1llel')' an4 ••1atlon, 

(Oal. l. Report Jo. OD 7885, Ootobar 1;, 1942) 
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Otlee ol Stratecic Senieee 

THE WAR THIS WEEK 
The paat week has been lacking in oonolusive develop. 

mente, but events in one theater-Egypt-are moving 
toward a decisive stage. Here, in two tank battles, the 
British have broken through the basic Axis defenaee south 
of El Alamein. In the northern aector they have driven 
,bout 20 miles weet, and a major battle is apparently now in 
the making. 

Tbe campaign in the South'111!8t Pacific has developed into 
of "aooeleraU!d attrition," with heavy naval I~ on 

sides but with particularly severe loeses for the Japanese 
tbe air, where they are least strong. The Dlilit.ary con teet 

on Guadalcanal is sUII in the balance, with American forces 
a tenuous initiative and the Japanese continuing to 

inf1U1t1-y reinforcements. Meanwhile, UniU!d Nations 
have moved forward in New Guinea to take the ad· 

vaneed Japanese base at Kokoda. 
Although there are fresh sigllB of Soviet strength in Stal­

iQgrad, in the CauC88us area the Germans have reached the 
roortbern end of the Georgian Military Highway. With the 
approach of winter, however, observers are inclined to be­
lieve that the chances of new German advanoee of importance 
II!Y1wbere on the Eastern Front are slight. A possible ex­

is the Leningrad area where perbapa the most favor-
aeaaon for an attack is now t>eginning 

DrWe in Emt 
FoUowing the flret two major tank battlee of the current 

itam1pe.ig;n, British forces have puahed through the enemy's 

1 

' 
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fixed positions in the northern aecwr of the EC)'ptian froni, 
and have caU!ed his withdrawal from the commandi.na pointe 
of the aouthem aecwr. The basic Axis defenaee eouth of l!l 
Alamein have thus been broken, and Axis foroee, havinc 
suffered heavy loeses, are now in retreat. Military obeervers 
believe, however, that Rommel's retreat was at least partly 
a withdraw&! w avoid encirclement, and that be is now re­
forming his units, with the intention of fighting all the way. 
He is expooted w make a determined stand either before E! 
Daba or at the fortified pOSitions around Matrub. A battle 
of decisive importance appears w be shaping up. 

The present British drive apparently developed as follows: 
After British forces had slowly hacked their way through Axis 
minefields and strong points in the northern eeowr (with in­
fantry, artillery, and engineers, supported by tank unit&, 
carrying the burden of the attack), Australian units estab­
lished a s&lient that trapped two Italian battalions and the 
remnants of a German regiment against the coast. The 
enemy vigorously counterattacked, but was repulsed after 
getting about 20 tanks through to the trapped forces. Mov­
ing two divisions rapidly northwaro, the British apparently 
struck just south of the enemy's counterattacking forces. 
Two major tank battles developed on November 2, which 
resulted in the withdraw&! of German units, fearing encircl~ 
ment. Following a diversionary British attack in the south· 
ern eeowr, enemy forces in that area &leo retreated from their 
fixed positions. Axis supply col\IIIliiB were seen withdrawing 
&long the coast road wwaro E1 Daba and Matruh, where they 
were bombed and subjected w raids by British armored car 
regiments. 

TM Bauh 0pena Up 
The cracking of the strong defensee aouth of El Alamein 

reopens the poBBibility of maneuver, though within an 

2 

area still limited ~Y the eea and the Q.t1ara depre.ion. 
Ro~el has ~~VIOusl>: ~onatrated his pniua for such 
tactics, .but this tune he IS !acmg a British command that hu 
shown 1tself at onoe cautious and yet quick to exploit ita 
op~rt.unit~es.. ~be Axis will &lao be eeverely handicapped 
~Y 1ts infeno~ty m all de~ents, and its ahortap of gaao­
lme. An Allied commumqu6 places Axis losees for the first 
twelve days of this campaign at 270 guns and 260 tanks 
cspt~ or destroyed, 600 aircraft damaged or destroyed, 
9,000 pnsonere taken, and 50,000 tons of shipping sunk. 1n 
an effort to relieve the critic&! supply situation, German 
planes are reported lately to have made 200 round tripe daily 
from Crete to Egypt, carrying perhaps 300 Ulna of fuel daily. 

Superior Allied air forces have kept enemy planes on the 
defensive, and deprived Axis ground forces of air support. 
Stuks squadrons have been limited by lack of fighter support 
to attacking under cover of darkness for the moet part. In 
addition to raids on objectives in the forward area, Allied air 
forces have continually bombed and strafed the retreating 
enemy. Military observers &lao credit the Allied air arm 
with the breaking up of earlier enemy counterettacka. 

The Axis air offensive against M&lta has apparently de­
clined in intensity, with a reported transfer of 30 figbtere to 
Crete and Egypt. A M&lta despatch totals enemy loeees 
during Ocwber at 131 planes destroyed, with an additional 
200 damaged, of which 50 were probably destroyed. 

Uneaainus in Nllrlhwut Af!WJ 

Indications of Axis and Vichy uneasiness regarding North­
west Africa pereist. The distribution of German submarines 
reve&ls a concentration in this area. At one time during this 
week, about 16 U-boats were reported in the Aloree-Cape 
Verde Islands region, and more than h&lf of the submarines 
in the Atlantic are now believed to be operating in the 
Eastern Atlantic. 
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At the eame time French shipmenta of war ID&terlaJa to 
Dakar continue to be on a larger ecale than in recent monu._ 
General Barrau, commander of the armed foroee of Freocb 
Weet Africa, has at.ated that as a military CODIID&Dder he· 
obliged to get sufficient material for bia units, but that Freoe~ 
forces will never precipitate an incident. The evacuation 
meaeuree at Dakar, which call for the eventual departure of 
more than 7,000 women and cbildren, may have been under­
taken not merely to facilitate the defell8e of Dakar obaervm 
suggest, but also with the idea that the remov~ of theae 
families to France would insure the "reliability" of the 
defenders of Dakar. 

Farther to the north, French oflioiala in Morocco have ex­
preeaed fears, brought to a head by current maneuvers in 
Spanish Morocco, that the Spaniards would move into the 
French Zone as far as the Sebou line in the event of any 
poeaible Allied action against French Afrfca. 

Reirl/11rcement of Slalt"ngrad's Defenders 
While the Germane have made slight gains this week in 

Stalingrad's northern suburbs, the Ru.esians have sent reeerves 
across the Volga to the south of the city and have counter· 
attacked from that direction in some force. A similar effort 
to reinforce Stalingrad's defenders from the north baa 
apparently been lees sucoeesful. But in the central part of 
the city the Russians are evidently using the embankment 
along the main railroad loop as an effective line of defense. 
These signs of Soviet strength, coupled with the laten81!8 of 
the season, have prompted an increasing number of optimistic 
pronouncements from United Nations sources. One military 
observer has pointed out that even il Stalingrad does fallrits 
position in the German winter line will be that of a "hedge­
hog" outpoet like Rahev or Staraya Ruesa-an outpoet which 
may very well be retaken by the Russians. · 

4 

SICDr 

On every ~r of the front, in fact, obeervere are becin­
oing to p~ct that the Gennana will ID&ke little further 
progree& this year. On ~e Black Sea littoral, attacldn& in 
the teeth of an early bliuard, the Nuia have made only 
slight headway again.st the strongly fortified coaata1 defeoae 
area .of Novo~i.iak. Bay: Here, the fight ID&y well be 
reaching a turnmg pomt, With the Russian defenders holding 
strong points against German forces attacking from the 
coast range and the peninsula south of the city. East of 
Tuapse strongly entrenched Soviet troops have forced the 
Nazis to extend still further their circling movement against 
the city. N ortheaet of Tuapse the Russians have counter­
attacked eucoeesfully. 

The German Advance and 1M Cauca3U8 Pa88ea 

The weakest point of the Soviet defeoae would appear to 
be the Gromyi area, where the capture of Nalcbik and 
Alagir has brought the Germans to the northern end of the 
Ossetian Military Highway and to within about 30 milee of 
Ordzhonikidze &nd the Georgian Military Highway. In this 
sector some of the defending units may now be separated 
from their base of supplies. Furthermore, the Georgian 
Highway is the one road across the Caucas\18 that remains 
open a considerable part of the winter, &nd as such its defense 
is vital to the preservation of the Trans-Caucas\18. Military 
observers point out, however, that between the Germans' 
present position and Ordshonikidze there are many rivers 
and canyons to impede the Nasi adv&noe. One can reason­
ably conclude that the central passes of th.e CauC8SU8 are not 
yet in grave danger, and that the invaders may very well 
make few further gains in this area before next summer. 

Other sectors of the front have again been quiet. The 
German air force has concentrated on supply routes to the 
north and south- bombing Murmansk &nd the Astrakhan 
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area and shipping in t~e Caspian _Sea.. Aroun? leningrad, 
ground forces on both Sides have likeWUie been mactive and 
there have been no further signs of an impending Ge~ 
att&ck. Yet November and December are perh&pe the 
most favorable months for such an. assault (see Appendix 
IV). If the Germans let slip this oppo.rtunity, it would eeem 
to indicate that they have abandoned for the preeent any 
plans to capture a city no doubt weakened by a summer of 
intense privation, or to SIDoke the Russian Baltic Fleet out 
of Kronstadt, its only remaining base. 

Th$ Second From and a Ruman CoumeroffeMive 
The Soviets may hold approximately their present line for 

the coming winter, but a Russian counteroffensive similar w 
that of last winter is not a foregone conclusion. In the view 
of a civilian observer recently returned from the Soviet 
Union, the Red Army has reserves available for such an 
offensive and has been training its leaders for attack on sec­
ondary fronts like the Rzhev sector. But the Soviet Union, 
our observer continues, does not intend to throw in its re­
serves until it is sure of the attitude of its Allies. The 
Russians, he declares, are not convinced that Britain is com­
mitted to an all-out struggle, and suspect that appeasement 
forces in the United States are still active. Moreover, Sovid 
official statements reveal a suspicion that British conserva­
tives may eventually employ Rudolf Hess as a peace inter­
mediary. A second front the Russians would regard as a 
pledge on the part of their Allies to fight to the finish. Until 
the Anglo-Saxon powers open such a front, a largHC&ie 
Russian counteroffensive would appear to be unlikely, our 
observer concludes. 

6 

TM French Labor Campaign and German Policy 
Efforts to secure French labor for Germany continue to 

meet with little sucoess. A substantial number of sldlled 
workers are reported to have signed contracts to go to the 
Reich, but they are not presenting themaelves for departure, 
and it seems apparent that many signed the contracts only 
w gain time for settling their personal alJ&irs, before quietJy 
disappearing. In an· effort to halt this practice, German 
authorities have announced a new ~parture deadline, after 
which they threaten to impoee "sanctions." 

Laval has again gone to Paris to treat with the Germans. 
Observers at Vichy believe that, despite the failure of the 
labor drive, the Nazis in all probability will not upeet the 
present regime at Vichy, though constantly "nee?Jin(' 
Laval. For the present, the Germans do not demre to 
undertake the military occupation of f'ranoe, our obeervers 
believe and they wish to avoid creating in France any 
internai situation that might cause dissidence in French 
Northwest Africa. 

The labor draft is also a factor in the generally mild but 
persistent opposition of elements of the French cl~ to 
t.be P6tain regime. The Marshal rece~tly had Cardinals 
Suhard and Gerlier, Archbishops of Pans and Lyon reepec­
tively, come to Vichy, where be appealed to them for a change 
of attitude. The Archbishops were reported to have been 
conciliatory but firm in their opposition to _the labor ~ft, 
the collaborationist policy, and the Jewi5? pe~ut1on. 
They maintained that the clergy's first alleg~ance 18 to the 
French people, and only thereafter to the Gove~ent. 
Certain Catholic groups- following el~ments of the ~gher 
clergy-have supported the regime. B~t the Catholic left 
wing, which bas been consistently ~~le, has grown con· 
siderably in strength since the Armist1ce, and su~~':n : 
the Archbishop of Toulouse have vigorously op~""""' t e 
Vichy program. 
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N®al AUrition in 1M &uthweat Paci/w 
While the Japanese have not lost their strategic initiative 

in the Southwest Pacific, they have suffered notable naval 
and air damage in the Solomons area and onoe again have 
apparently oh08CD not to foroe the issue. Whether this ia 
due to the damage 8U8tained by enemy Wlllllhipe-and in 
particular, carrient-<>r whether to a Japanese desire to 
prolong the naval war of attrition in the Solomons, is far 
from clear. 

The size of the Japanese naval forces engaged in the cam­
paign in the Solomons is indicated by the fact that on October 
27, the day following our main attack in the Santa Cruz eres, 
eome five battleships, three aircraft carriers, fifteen cruiaen~, 
and eight destroyers were sighted. Our own naval forces, 
apparently utililing "hit-and-run" tactics (and handicspped 
by the previous day's loss of a carrier) appear to have with· 
drawn after exchanging blows on October 26; but Navy 
patrol bombers continued to assault the Japanese forces. 
It is not clear when the Japanese themselves withdrew. 

Th$ RuuU8 of Attrition t.o Date 
An unofficial tabulation, based on Navy Department com­

mliniqu6s for the period since the battle began in August, 
shows the present score in the Solomons to be not unfavor­
able to the Japanese in ships actually sunk: one heavy cruiaer, 
eight destroyers, and three transports known to have been 
lost by the Japanese, compared to our own admitted loss of 
two carriers, three heavy cruisers (not counting the Australian 
Canbe!Ta), six destroyers, one transport, and four auxiliaries. 

In ships possibly sunk or damaged, however, we claim a 
heavy toll, with at least 61 ships damaged and three possibly 
sunk. This compilation does not include damage infiicted 
by General MacArthur's bombers in raids on Rabaul and on 
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Japaneee baaes in the northern Solomons, where one cruiser 
two destroyers, and an aircraft tender are believed to hav~ 
been destroyed. Nearly a score of other veaeels are reported 
from MacArthur's headquarters to have been damaged in 
varying degrees, although this might include eome duplica­
tions of damage announned by the Navy Department. We 
have specified damage to only two American destroyers, 
although others of our warships of unspecified types have 
sustained injuries. 

The Meaning of Damage 
In the naval-air battle of October 26-27, we claimed 

damage to two large Japanese carriers, one battleship, four 
heavy cruisers, and one li,ght cruiser. One of the carriere 
received four to six "heavy" bomb bite (including some 
bombs of 1,000 pounds). Since a direct bit with oruy a 300-
pound delayed action bomb should ordinarily destroy about 
half the flight deck, this carrier is not likely to see service 
again for a lo.ng time. Another carrier was bit with two 
"medium" bombs (500-pounders) and might be out of action 
temporarily. One heavy cruiaer was bit both by bombs 
and torpedoes-and the latter is generally recogniud as the 
most damaging missile in naval warfare. A second heavy 
cruiser received three torpedo bite; a third, four heavy bom_b 
bite· and the fourth-a cruiser of the Tikuma class-was bit 
five

1

times by medium bombs. One battleship was bit with 
two heavy bombs. 

The degree of damage a warship sustains na~~~ depends 
on where the bit is made as well as upon the missile Itself, and 
no generalizations are ~ssible. Aircraft carriers, though the 
most vulnerable of the large vessels, can neverthel~ take 
considerable damage. At Midway, the Kago, Akogl, and 
&rvu survived several fairly heavy air attacks before finally 
succumbing to Navy torpedo planes, dive bombers, and sub-
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marine torpedoes (one of the three is reported to have been 
ahelled and finiahed off by a Japaneae cruiser). The Hirvu 
was hit one evening by six l,OOO.pound bombs and possibly a 
500-pounder and did not sink until the next morning. In the 
Coral Sea action the Sholw, which eo.nk in a matter of minutee, 
was hit in rapid succeesion by twelve l,OOO.pouod bombs and 
10 torpedoes. The U. S. S. IAZiTI{Jion took four or five 
torpedo bite and still was described as in "pretty good shape." 
But ahe was downed by internal fires and explosions after one 
of three bombs which also hit her had penetrated five decka 
and exploded. In the Mediterranean in January 1941, 
H. M.S. IU~ took seven direct bomb bite and four near 
misses, but eurvived them all. 

Until American production becomes a telling factor, our 
ability to sustain a naval wa.r of attrition will depend, of 
course, on our ability to make repairs quickly. Since Truk 
is only half as fa.r from the lower Solomons as Pea.rl Ha.rbor, 
the Japanese have the advantage. 

Air Strength: Th$ Limiting Fac/Qrf 
The Japanese in the third week of October were reported 

to have some 400-odd carrier- and land-based planes available 
for action in the Southwest Pacific. Of these, more than 100 
were reported certainly destroyed in the naval action of 
October 26, and another 50 were probably destroyed. Duriog 
the week ending October 28, some 70 more were destroyed 
over Guadalcanal. Altogether, at least half of the available 
JapanesG aircraft was destroyed-an estimate which prob­
ably doee not take into account all accidental, non-combat 
losses. 

Since it is believed by military observers that the Japaneee 
have withdrawn all available naval aircraft from adjacent 
a.reaa (Japanese operations in the Pacific have been under 
the command of the Navy), lack of aircraft may now limit 
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the enemy's operations in the Solomons, aa it hu done 
alreadY in the Aleutiane and in New Guinea. Military 
obserVers believe, however, that the Japanese Navy will 
probably draw on the Army for plan-a view which may 
be substantiated by report& of sizeable Army air unite in 
Malaya, {rom when.ce they might be flown to the Solomons 
area as reinforcement&. 

Despite tbia shortage of aircraft, the enemy still appea.rs to 
have ample naval forces available to prosecute the att&ck in 
the Solomons. While Japanese carrier strength is limited by 
the loss, temporarily at least, of two large carriers, her weak­
ness here, obvioU8ly, is no greater than our own. Relatively 
large Japanese ship concentrations still are reported in the 
Buin-Faisi area (northern Solomons), where theee vessels 
have been refueling. From their base here, Japanese shipe 
can leave in the late afternoon and arrive at Guadalcanal in 
time to furnish support for ground operations the next 
morning. 

Guadalcanal Troqpa Clinq lo tht Initiative 
While awaiting the outoome of the struggle for supremacy 

at sea, our troops on Guadaloanal are clinging tenuously to 
the initiative. Enemy attacks late last week were repulsed 
with relatively heavy losses to the Japanese, and on Novem­
ber 1 some elements of our ground forces penetrated Ja~ese­
held territory as far as two miles to the west of our Matanikau 
River defense line. The Americans were supported by 
aircraft which not only has continued to defend Henderson 
Field ~d attack Japanese shipping, but a~pa.rently bas been 
notably effeetive in silencing Japanese artillery, now known 
to include calibers up to 6 inches. 

Communications with our forces on the island have not bee~ 
interrupted, and on the morning of Ootob.e: 30 a email Amen­
can naval force bombarded Japanese poe~ttons for two hours. 
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There are no indications as yet, however, that the J aJl&neee 
themselves might be in imminent danger of i.eolation or 
destruction. On October Zl, Japanese troops available for 
operations in Middle Melanesia were estimated to number 
63,000 at a minimum, and possibly as many as 70,()()()-18,000 
to 20,000 on Guadalcanal, 10,000 in the remainder of the 
Solomons, and 25,000 to 40,000 in the Rabaul area (for pos. 
eible use as reinforcements). Some reinforcements were 
landed the night of November 2-3 to the east of our positions 
on Guadalcanal, and others can be anticipated. 

Kokoda Recl)7lquered 

In New Guinea, United Nations troops, traversing the 
difficult Owen Stanley Range, have finally reached and 
retaken the Japanese advance base at Kokoda, and are 
pursuing the Japanese toward Oivi, a few miles to the north. 
Both Oivi and Kokoda are the sites of small airfields which 
might be used by light planes to bring in some supplies and 
equipment-heretofore one of the chief limiting factors in 
the advance over the mountains (four native bearers have 
been required to supply one soldier). 

In recognition of the mountmg danger to their north coast 
base at Buna, the Japanese have been increasing their air 
strength on New Guinea, which previously had been vir­
tually non-existent. Despite enemy fighter interception, 
however, our aircraft have been successful in turning back a 
convoy apparently transporting reinforcements to Buns. 
The quality of Japanese intercepting planes again has been 
reported as inferior to aircraft used in earlier operations. 

ChiM. Btqim /Q Pkm for the Peace 

Chinese leaders in Chungking are now engaged in drafting 
the clauses which China will seek to have embodied in the 
peace treaty, according to an authoritative observer. Such 
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diplomatic leaders as T. V. Soong, Foreign Minister, and 
Wellington Koo, Ambaaaador to Britain, are already aiding 
in the deliberations at Chuagking, and it is rumored that 
the Chinese envoy to RUSIIia will aoon be recalled to take 
part in the discUSIIions. Wben the Cbineee peaoe terms have 
been drawn up, it is probable that a special mission will be 
sent abroad in an effort to o'btsin adherence from China's 
allies in ad vance of the peace conference. 

The Chinese terms are expected to indlude the return to 
China of Manchuria and Formosa; freedom for Korea; some 
form of international mandatory status for Malaya, Burma, 
and possibly Indo-China; and guarantees to China as regards 
use of the Burma Road and the Haiphong (Indo-Chins) 
Railroad. Our observer believes that the Chineee will not 
insist on harsh treatment of Japan, since he feela that they 
reslize the necessity of poet-war cooperation with the 
Japanese. 

Some Chinese, however, are evidently thinking in terms of 
a drastic eettlement with Japan. Sun Fo, President of the 
Legislative Yuan, who frequently voices indiscreet but widely 
held opinions, has published his own d~aft. of a peace treaty. 
He calls for restoration of all lost temtones and goes on to 
state that the remains of the Japanese Navy should be tumed 
over to China; all naval bases, military installations, airplane 
factories, and arsenals should be dismantled; all naval and 
military schools should be closed for 50 years; an? Japan 
should be prevented from creating navy, army or atr forces 
for the same period of time. By Sun Fo's terms, haJ! of 
Japan's remaining merchant fleet would be given ~China; 
and half of all Japanese industrial plants would be dismantled 
and tr&D.i,J>Orted to China. . als 

Sun Fo would demand that half of all the boo~, l~u_m • 
maps, and laboratory equipment in Japan_ese UDJv_ersab~!: 
turned over to China, and that every Chinese object sea 
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by the Japaneee since 1894, whether cannon, book, or paint­
ing, be reetored to the Chinese. He insists that "all boob 
maguinee, and newspapers published within Japan must ~ 
prohibited absolutely from printing any material that is anti­
Chinese or derogatory to China", and that material of this 
nature which may have been published prior to the peace 
should be "eearehed out and burned". To enforce the ful­
fillment of his pe&ee terms (particularly those which would 
forbid the Japanese to build a military establishment for 50 
years), Sun Fo would have "China, the United States, and 
other United Nations" send troops to garrison "Tokyo, 
Yokohama, Kyoto, Osaka, Kobe, Nagoya, etc., etc." 

Japan Inauguratu the Greater Ea.Jlt Ana Minutry 
In Tokyo, the formal inauguration on November 1 of the 

Greater East Asia Ministry (Daitoe.sho) in a. ceremony at 
the Imperial Palace marks an important development in 
Japan's efforts to consolidate her present position. The 
new Ministry will have jurisdiction over all parts of the 
"Co-prosperity Sphere" outside of the Japanese Empire 
proper (Japan, Korea, Karafuto, and Taiwan). It super­
sedes the Overseas Ministry, the Foreign Affaira Board, the 
Manchurian Affairs Board, the China Affairs Board, and the 
East Asiatic o.nd South Seas Bureaus of the Foreign Office. 
The Ministry will be composed of four bureaus: General 
Affairs, Manobukuo Affairs, Southern District Affaire, and 
China Affairs. 

The Greater East Asia Ministry is to superviae, direct and 
control all affairs within the "Co-prosperity Sphere," with the 
exception of actual military operations, and it is expected 
that it will eventually take over the military governments 
which have been set up in the various occupied areas. The 
functions of the Foreign Office are greatly curtailed, since the 
new Ministry will direct and superviae all diplomats in the 
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occupied areas and will take charge of all adminiatrative work 
neceesary for cooperation with the Army and Navy. The 
Foreign Office will retain merely nominal authority, limited 
to "purely diplomatic matters," although it will still appoint 
Ambassadors. The new Ministry has already named a Min­
ister Plenipotentiary to the Nanking Government (together 
with a chief secretary and twelve other counselors). A sim­
ilAr appointment has been made in French Indo-China. 

The head of the Greater East Asia Ministry, Kaauo Aoki , 
is a career bureaucrat who held a variety of positions in the 
Miniatry of Finance during the 20 years following his gradua­
tion from the law department of the Imperial University in 
1916. In 1936-1937 he was Vice-President of the Manchur­
ian Affairs Board; and in 1939, as Minister of Finanoe and 
President of the important Cabinet Planning Board, he was 
considered the moet powerful man in the Abe Cabinet. 
Over a period of years he has been in agreement with the 
military's plans for expansion. In 1941 be became . 
Advisor to the Nanking Government, and shortly before bl8 
appointment to his present post he was made a member 
without portfolio of the Tojo Cabinet. 

Mr. Wil!l.-ie, Britain, and India 
The British preee bas reaoted in fairly predictable faahion 

to Mr. Willkie'e statements about Indi& in his report to. the 
American people. Comment on this ~dr:ese, as on ~revtoue 
similar occasions bas divided broadly mto three III&1JI oate-
goriee-whiob on~ might charaoterile as governmental, mod­

. · I Typ"oal of the erately governmental, and frankly cnti~ . t . 
first category was the editorial in the Doil¥ Telegraph! ~hi~, 
after regretting "that Mr. Willkie did not mclude India m hie 
tour", concluded that "We prefer ... his vi ewe on wb&t he 
has seen to his views on what be has not. . : . ~ be eeen 
India for himself be would have been Ieee mclined to take 
what othera said to him about it." 
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T he Timu likewise expreaeed a wish that Mr. Willkie had 
seen India for himllelf. But it empha.sised chiefty the moder­
ate position that the Empire was evolving "in PUl81Wloe of 
settled British policy, to transform dependencies into free 
partnerships . . . . Public opinion in this country e&n be 
relied upon to insist upon faithful adherence to (this] . . . 
1>9licy. But the consummation of that process depends now 
primarily upon facts, parties, and pereons within India 
itself." Representative of the third category in its out­
spokenly critical vein wa.s the comment of the ManclluUr 
Guardian: "Let us hope the British Government will read 
between the lines and aee in Mr. Willkie's careful and generous 
phrases bow badly our failure in India reacts on the common 
cause." 

The Indi4n R~ion 
Even the lnw&n press h1111 not expreaeed unqualified 

approval of Mr. WiUkie's statements. Both Moslem League 
&nd Congress org&ns have maintained that words are not 
enough &nd that definite actions are required to subst&ntiate 
good intentions. Such is the viewpoint e:tpresaed by Jinnsb's 
Dawn-which, however, commends Mr. Willkie'e st&nd on tho 
second front. The Tribune of New Delhi (CongrCSB) is more 
specific in its criticism. While approving the epeaker's 
11886rtion that the United States h1111 already drawn heavily 
on the good will it formerly enjoyed among A.eiatic peoples, 
the Tribune maintains that Mr. Willkie did not display &ny 
love for India. or for freedom but simply a recognition tha.t 
Iowa w1111 a war problem of the United Nations. President 
Roosevelt, the editorial continues, mi88ed a great opportuinity 
to declare for Indi&n freedom at the time of the signature of 
the Atlantic Charter, nor h1111 he subsequently corrected the 
British official interpretation of the Charter. Yet it is still 
possible, the Tribune concludes, for the United States to put 
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pressure on Britain to bring Iowa's millions elfectivtly into 
the war. 

Mr. Hepbv.rn and lhe Canadian Opposition 
The unexpected recent reaignstion of Mitchell Hepburn 

(rom the premiership of Ontario is being interpreted by eome 
observers a.s only the latest in a series of moves org&nired by 
Prime Minister King's opponents. Conservative party lead­
ers, such 1111 ex-Prime Minister Meighen and those Ontario 
business interests who abhor Mr. King's "appeasement" of 
the French Canadians, apparently anticipate that Mr. Hep-
burn will now abandon his Liberal a.ffiliations &nd try to take 

Co 
... _ 

by storm the forthcoming nserva.tive convention at Winni- -
peg, hoping to emerge 1111 the bead of a "coalition government" 
ticket . Should this plan not materiali.Je, it is expected that 
1\fr. Hepburn will at least attempt to enter the House of 
Commons at Ottawa, where his vehement advocaoy of a 
policy of total wa.r might well prove embarrassing to the 
present cabinet. 

Chik in the Balanu 
Chilean political blocs, split sharply on the "neutrality" 

issue, worked overtime last week in feverish attempts to 
build up strength for the special session of Co~ on 
November 15. Clashes between pro- &nd anti-Axis students 
have already occurred, and more may be expected, since the 
Confederation of Chile&n Workers (claiming over 100,000 
members) and other democratic groupe are planning a special 
"Anti-Fascist Week", to culminate with a monster parade 
through the heart of S&ntiago to the government palaoe. 

Me&ntime President R!oe &nd his b&nd-picked "non-polit­
ical cabinet:' have a.pparently determined not to commit 
themselves publicly until Congress meets. However, R!oe 

17 

Regraded Unclassified



SllClllft 

The Timu likewiae expre88ed a wiah that Mr. Will.kie had 
seen India for himeeU. But it emphMioed chiefly the moder­
ate position that the Empire was evolving "in Pursuance of 
eettled British policy, to transform dependencies into fres 
partnerships . . . . Public opinion in this country can be 
relied upon to insist upon faithful adherence to [this] . . . 
policy. But the consummation of that procees depends now 
primarily upon facts, parties, and persons within India 
itseU." Representative of the third category in its out-­
spokenly critical vein was the comment of the Ma~ 
Guardian: "Let us hope the British Government will read 
between the lines and see in Mr. Willkie'e careful and generous 
phrases how badly our failure in India resets on the common 
eause." 

The Indian Reaction 
Even the Indian prees has not expreseed unqualified 

approval of Mr. Willkie's statements. Both Moslem League 
and Congross organs have maintained that words are not 
enough and that definite actions are required to substantiate 
good intentions. Such is the viewpoint expressed by Jinnsh'a 
Dawn- which, however, commends Mr. Willkie's stand on the 
second front. The Tribune of New Delhi (Congress) is more 
specific in ite critici.sm. While approving the speaker's 
1188el'tion that the United States has alresdy drawn heavily 
on the good will it formerly enjoyed among Asiatic peoples, 
the Tribune maintains that Mr. Willkie did not display any 
love for India or for freedom but simply a recognition that 
India was e. war problem of the United Nations. President 
Roosevelt, the editorial continues, missed a great opportuinity 
to declare for Indian freedom at the time of the signature of 
the Atlantic Charter, nor has be subsequently corrected the 
British official interpretation of the Charter. Yet it is still 
possible, the Tribune concludes, for the United States to put 
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preaeure on Britain to brio& India's milliona efrectiwly lnto 
the war. 

Mr. Hepburn and the Canadian Oppoaition 
The unexpected recent reaignation of Mitobell Hepburn 

from the premiership of Ontario ia being Interpreted by some 
observers as only the latest in a series of moves orpnired by 
Prime Minister King's opponents. Conservative party lead­
ers, such as ex-Prime Minister Meighen and thoee Ontario 
business interests who abhor Mr. King's "appeasement" of 
the French Canadians, apparently anticipate that Mr. Hep­
burn will now abandon hie Liberal affiliationa and try to take 
by storm the forthcoming Conservative convention at Winni­
peg, hoping to emerge as the head of a "coalition government" 
ticket. Should this plan not materialise, it ia expected that 
Mr. Hepburn will at least attempt to enter the House of 
Commons at Ottawa, where his vehement advocacy of a 
policy of total war might well prove embarrassing to the 
present cabinet. 

Chile in the Balanu 
Chilean political blocs, split sharply on the "neutrality" 

issue, worked overtime last week in feverish attempts to 
build up etrength for the special session of Co~ on 
November 15. Clashes between p~ and anti-Axis students 
have alresdy occurred, and more may be expected, since the 
Confederation of Chilean Workers (claiming over 100,000 
members) and other democratic groups are planning a special 
"Anti-Fascist Week", to culminate with a monster parade 
through the heart of Santiago to the government palace. 

Meantime President Rfos and his hand-picked "non-polit­
ical cabinet:' have apparently determined not to commit 
therneelves publicly until Congress meets. However, Rkle 
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has given indirectly some indication of hia Government's 
character by addressing an anti-United Nations student 
demonstration, and by having hia Miniater of the Interior 
despatch troope to suppress a general strike in the province 
of Maga.llanes. It remains a distinct possibility that serious 
Congressional diaoord, provoked by "pro-neutrality" depu­
ties, with or without the connivance of the Government, may 
yet provide ruoa with an opportunity to dismiss the legisla­
ture, clamp down a national "state of siege" in the Castillo 
manner, and rule by decree. 

ScJMm in Colombia 
The Concordat recently negotiated between Colombia and 

the Holy See has already come under the fire of Laureano 
06mez, openly pro-Axis publisher of BogotJ.'s El Siglo and 
reputed head of the local Spanish Falange. Ostensibly based 
on dissatisfaction with certain minor provisos of the Con­
cordat, G<>mez's attack has broadened into a general assault 
upon the entire domestic and foreign policy of the present 
liberal, pro-Allied government. The result has been to 
provoke a highly significant schism within the local Catholic 
hierarchy-a schism which apparently reflects a similar split 
in the Spanish Church itself, between the opponents and the 
supporters of the Axis-dominated Falange. 

Several Colombian bishops, through the columna of 
G6mez's El Siglo, have seemingly lined up with the Falang­
ists, declaring that reading of the pro-government paper, 
El Tiempo, is a mortal sin. On the other hand, United 
Nations circles have been cheered by the action of an opposing 
wing of the hierarchy which, with the Apostolic Nuncio's 
support, has come vigorously to the defense of the Con· 
cordat and the Government. Moreover, a new church­
sponsored journal, El Catolicimw, has now appeared With the 
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announced and specific purpose of combatting the influence 
of G6mes, his paper, and his followers. 

Toltdano Leavea Hu Card 
The recent visit to Ecuador of Vicente Lombardo Toledano, 

Mexican labor leader, appears to have touched off long· 
smoldering sentiment among all cla.eees for effective unifica­
tion of the Andean republic. Toledano, who is president of 
the Latin American Confederation of Labor (CTAL), re­
ceived an enthusiastic welcome not only from workers but 
from leadera of the urban middle classes and members of the 
government. Seizing the opportunity to attract labor Slip­
port for his shaky administration, President Arroyo del Rloe 
granted a personal interview to Lombardo and declared 
October 9 a national holiday, so that Quito workers might 
attend a rally in honor of the distinguished visitor. 

With official approval thus unmistakable, the Ecuadorean 
workers, who have long been split by factional disputes and 
kept unorganized by Government repression of union activity, 
established a united national trade union organisation, the 
Confederation of Ecuadorean Workers (CTE), which prompt­
ly voted affiliation with the CT AL. The CTE !-& certain to 
press for full cooperation with the United Nations. Proof 
of how deeply the public's desire for unity in time of war has 
cut across class lines is furnished by an unprecedented 
editorial in Quito's leading newspaper, El Comert:W, whi~h 
hails the new labor organisation as a long step forward m 
stabilizing Ecuadorean politics and society. 
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APPENDIX I 

THE JAPANESE SHIPPING POSITION 1 

Tho amount of merohant ton~ available to the Japao ... 1o belnc lteadlll 
whittled down by United Natlono aotlon, not oo rapidly aa to lmperU the enemy•, 
preeeot tranoport operatlono, but rapidly enoucb to make freo!J loot-ranp ,..,_ 
'""" on a major ~e&lo lmp.,babt.. Cumotcy, tbo Ja- are looboc about 
$0,000 tooo more each montb tbao they are able to ... d do- tbolr ob.lpwa,._ x-durmc Aucust and September aPI*' to have averapclabout117,000to.., 
whllo tbe enem1'• ootput II believed to be nonnlllll: &!. ooaree17 U.OOO tooo ­
moDLh. 

Aa of October Iii, tbe Japan- bad at tb&lr ~ oomo 6,~,000 tooa 01 
tblo totAl, only a fraction would be tree for addition&! mDlt.ary operatlona Tho 
foUowloc Ublo lndleatea roucJ>Iy how tho Japanoao muat allooate 11>41r tonnaco, 
and how much exoeu eapaelty rcmt.IM t-o them for &ddltJooal expedltlona: 

Tou.t ton naco available ••••••••••••••• •••••••••••••••••• ••••••• 6, oeo, 000 
Eeonomlo Supply of Japan: 

(o) CoNtwite, CbJna, Korea, and Manchuria~ ...... . a. 100, 000 
(b) Indo-China and Si&m... .. •••••••.• •• •••••• . •• 160, 000 

Naval Auzlllarieo... •••• •• ••• • •• ••••••• •• •• •••••• •••• 600, 000 
t.y-upo and Ropa!Jo.... ............................. 700,000 
Captured - _,. In -·tlal trade. • ••••••• • -... 100, 000 
Unuoabletypeo...................................... ao, 000 
Bu,pply of- DOW oommllt.ed In Boulll4m - ······ 600,000 

--- 6, 200,000 

Tonnap available for additional oporatlono... ... •••• •• ••• •• 7UO, 000 

Tblo Dcure of ...... t.onnace muat be aoaled do,... by aootber 100,000 to .. , 
wbJob Hprueat the number or t.ankert In the total: the &xpediUoa'• lmmodlat.e 
ollouppllee would be oanied by \be navalauxlllarieo and by tbe tranoporto them· 
etl.._ What tbo romalnlog 6$0,000 tona meao In Ierma of the tranoport. of troopo 
a.od their auppliel would depend., aatural.ly, upon tbeleuath of lhe •oyace .. u.med, 
tbo typo of equipment to be oarrled, lbo time ,_.,. for unloading, oto. Bat 
aolndleetlon ean be pm.lf we oonolder a hypothetlnallnnoloo ot Auotralla !rom 
tbo ~-of Jap&D-a round-trip dlouooe of, mucJ>17, 6,000 mUoo. 

In tbo lin• ~. beeaueo of tbo tum_,d fact.or, no~ all oflho uaahlo ouzpluo 
of 6$0,000 tone oould be all-ted tO tbe Initial lnvaaion -. Some -~~ 
would h&vo t.o be keptl.n .-rve to bnn1 In addition&! oupplleo to tbe landed 
lnvldt.rs durin.g the t1ma th&~ tbe orl«<oal ooovoy veaaelt ~ro ret\lrDW, ~Japan~ 
reloadJoa, &od at&rting out agaJn. Aaalo, the enemy would doubt\tll botltaut 
to ..,.ISO Ita eo UN ezoeu tonotco t.o aucb a ventu!1t: aome e.Cet.y ma.r,Sn would 
probably havo to be withheld to oover oeeont.lll "normal11 traf8o-. 

1 l..t .. dac. oompQtd iarpiJ ttOIID ... _, IOIU'OII b7 the EDOCIOQ:Ib J)t'fidoG ot U. 01Ba ot lv.cec» - 20 

8.-r 
h to unllkaly, tbon, \loal. lbe J- would bo - to oUooU.e ,_ 11oaa 

obou~ 600,000 tone of lllei'Ch&llt marine for lbo J._.Auolnlla hop. Tba "­
eoLJmatea of the amouM of tonnaco I'OClulred to tn.noport a J- IDiaotry 
dlvWon (18,000 oombat troope aod 7,000 OBQ ,..) wllb 111 equipment a~~d 
euffletflot tuppllet for one mootb, va.ry between 12'2,000 .ad 126,000 11'011 torw .• 
Tbla would lodloato that tho onemy oould embatk from Ito homo .,_ oocy 
eboutfour dlvlolono. 

1'b.e.N Ia reuoo t.o believe, however, tha t du.rt01 the put few montbt t.be 
Japan- have been ohlpplnc to ~Cbloa, Malaya, and tbo Netboriaod lndl• 
-"''"'""' and oupplloo tbao oporatlono lboro would roqW.... U lbo -umw.­
doo ot ox-men aod -t.rialo at 111-.fonr...S-were Upped I<>< ao lnvooloo 
force,11>4 upodllioD'ai'O\IIId-trip dloW>co to, oay, Aualnllla, woalcl be ~ 
-..!and Ito olao potenUally U>c-. Ap1n, If Japoo ahould.....,. -Ito! 
<JI lbo Bouthweot. P~o, lhe liJMhle f.,_ DOW lo -•plod ooneo and tbo ohlpo 
wbicb eerve \.bem oould be withdrawn, to AU&IDIDt. the 11ia.vuloo aurplua". 

APPENDIX II 

lBON AND STEEL CAPACITY OF THE JAPANESE EMPI.U I 
Japan'o oteel oapoolly, both lo lhe bomelaod aod lA oonlrollod territoriea, bao 

incre&eed IUflldeotly over the J)ll4t fe• JMII \0 tutt&ID bel preteD\ war Ilion.. 
Bu~ whether lbe anomy eau mloe hia outpot anou&b to uploll eatbfaetor!J)o no•IT· 
eonquered .,.., or to upe.od a.rmament produd.loa. l'eiDI.lJ» atreme1t du.blou&. 

By the .-oflhlo year, 1111 eot.lmated, p~uctlon of atoello tbo I!ODpiA wlU 
bave reaobed about 8.6 milllon metric tone oflncoto 1.11d ~ aplnA 
6.6 million In 1080 and only 1.6 miWoo In 1020. Allhnugb lhlo I~ oulpo\ II 
Jw than ono-nlot.b that of the United Statel, It appo~.rt to meet tbe et~teotlal 
Japaoeee mWt.ary roQuireme:ote. About f miUJon t.on• or Ingot atet.l &hi Ml'• 
marked lor d lreet mllll.tory ....., and ablphulldlng, while lbe ,..malnlng U million 
tone go Into lndlreo~ m!UI.tory and lnduotrlal p~uctlon. Even with a vully 
smaller ateel output than OW'8, the Jap&nMI u. able to deYot.e. oaiJ' a tllshtly 
lorcer fta4Uoo oflt to otrletly militAry employment. 

Tbo !aot.oro wbleh lnhlb" Ja- otoal u-lon are •vera! aod - ­
To becln wllb, tbo Emplre'o -~ riao In output wu made -">le by two oon­
ltibutlono oolonger .-tved: imporloof aerap Iron, aod lmporlool p~ueUveaod 
fabrlcatln& equlpmonL It Ia lnle lila~ Japan bao ,.plaood her need <JI import.ed 
aerap by raloln& bor output of pJc Iron; hut Ilia quoalloaahle illbe eau oootlou. 
to in..- her oioel rollin& -i\7 wll.boul tbo bolp ol fo,.Jco manufaotwero of 
heavy maobl...,.,.: tbo obort.aco ot dom•Uo aknted teehnlelanolo aoulo. 

Thlo bo~llooook In ro1Jin4 capacity nuiiiB• to a creat oxlent Japan'• aequlolllon 
of raw m&te:rl&ll. AtJdo from tbe bomel&l\d'l own I"CCIIUI'OOI, DMrby Maooburl.a 
and Kort~a oan tosether y-Ield Japan ore. oont.alnln1 about • mlllloo metric toDJ ot 
Iron. Oooupled China and Fleoob lnd .. Cblna can lurnloh an addlllooal one-half 
to l mWJon t.onej and more diatant IOUI'Oel ln Malaya and the PbWpplnt~~ cao 
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oupply more llwl 8.5 mWioa COna. Bu~ Jap6a'o -~ rolllDc mm ,.
1
,..

11 
. 

onl! 7 miUioa melrlc co.., ~ulriJJ& aa laco~ P<Od .. Uoa o1 abou~ 8.6 1 • 
E•tJ> U thai caPKJiy ~,. a.-pUblo olio-, II would oau lor _.. llllllloa. 
hMnh lu,_ oller la&ol produetlon had COpped 9.6 mWioa co.., aad _.. ": 
1.,_ alter locot requlremeolo had.,..- 18 mDIIoa COM. 

What ma1 ba oiiU more olaaJllcanl Ia tbe laot lhallba ~NMer PI'R o1 J&poo'l 
lroo ore and ookln& ...r muol oome co lbe mm. b7 ---.ou18 mWioa _.., 
toDI of raw ore e.nd 0 lo 7 milUon tona ot ookin1 coal, at tbe PrtwDt. ratt of 
ductlon. Althou&b mott of tbe ooal oomee f-rom nea.rby China or Karatuto :0. 
or 'be ON muat be Imported from such faraway poJnte u the PhWppio~ .: 
M&laya. Slnoo the Japan ... eblpplng paelllon II already tlralned aad under• 
going ot.eady det.rloratlon (ooe Appoodlz 1), thll overeeaa oupply ol raw mat.rl&lo 
provldel a bull for o-xpanaloo that is far from eecure. Jf, In addJt.lon, Americao 
bomber raJdl upon the eoalmlnee at Ka.Uan were u aucoeMtul 18 MtpOrtl l.ndJeat.t 
the ooemy'a output or ooko, a:od heooe of eteel, may be eomewh.t.t curta.Jied. 

APPENDIX UI 

BULGARIA. AND THE W W 
Altbouab public opinloo lo bacamlna laoreaaioaly aall.o.rm.., Bulp.ria 1o 

eau1M loeecap&blr In tbo Nut net., accordiua to a 1urve7 of current opla.lon and 
aondltioiUI Ia Bulprla bylwo very ....0 qualilled obaervero. 

Tbe covemln1 c:J~iocludlng bjgh Arm7 oftloel"'·, Iarse propertlocl l.otereate, 
and lbe Cabloct--«>llaborat.o oompletely wl<h Germany. Tho -aolo, bow· 
ever, becauao or r.clal Uee. and a majority ot tho lnduttr1aJ worltel"', beoaUM of 
Communltt. tympathfl'liJ, &re pro-Ru.seian and unwllllo3 to ftsht against the 
Bovlo<. A groa< pon ol<he amaU tredosmen and middle elMO a1ao ouppon. Ruala 
for either or both of theea rt'!MODIJ, Anti-Oennan feelJn,g bu 1proad rapidly during 
the PMt )'e&r u Ocrman occupation and demandl bavo become more eevere aod 
owooplng. No Bull!*' wllhno co die lor Biller, and lbe bcllol II waning thai 
Oe:nnany will be able to win a real vie~ry. NeverthelDM., no oountermovemeot 

can be -IGd aplnol Gtnnany untO tho latter tlllt.alna Mvort mllller)' doleato. 
AI P,....l, eabeta&ell believed co ba of ao perUeular •laniAoaaoo. 

Detpl\.1 the PfOpapuda aga.intt "Jewlab, MaeonioH Amerloa, our obterrtrt 
"-rt thai lbe Bulpriana ..- &ODeraliy lrimdl! co lbe UaiiGd I!Uiel aad ....,. 
bell>& a t war wltb 111. ADo pro-do appoaro co baYO had ellect, bowe..,., 
In lnereaalaa ..,U.Brlu.b -limen<. 

Tbo Bulprlaa Go•emmeo~ Ia a COal of tbe G--. Tbe Kina eaa mate ao 
lmpori&Dt dedalooo wllboul German _., aad lhe Patllamoal Y0\01 M It Ia 
told. Tbe Mlollltt of the Interior, Gabron&y, lo thellrooa man ottbe Cabloel, 
and lo reportedly rtopoaolble 101' lbo eruoblna poroeoutloa coin& oo oplaA lha 
Jen. a...J power, however, Ue. Ia the h&ndJ of Beckerle, German A.m~or 
al Bofta, a determined aod rulbl- member ollbe 88. Tbe o.rmaa. ora olio 
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s.oar 
blamedforiDcreuloa-le~ <lrop"•--lhlo,... Md..,_. 

1 
were ...... , altbouab - wUI ba DO oduaJ - lhlo' p 
obon.,e ot...r (duo prlmartly co lack oi ............ IJoa) Ia-., wiotor Tbo 

~·, o- Alpiroll<>!ol 

BoOb lbo Army and ol•lll&oo are oo a ....,loolloc. with Probabl! a lola! o1 
400,000 aol~ro under a--. Tbe """1 lo ....U-Iraloed, well.dotbod, wt!Ued 
aod weU-equlppocl, Lbouah lacklnaln lanb and p1aneo, aac1 no<luU, mot.orioecL 
It hu plen<y of oil and &MOline, ol wbloh lbe clvUion populatloa .... 0000, 

Bulprl&n aoldloro do not waat co ft&bt, but our -rvers - that, 11 the 
Ge"""ao toke thelnltlallvo, the lots• Blli&arl&n fo- already eoooootroled 00 the 
Turklah border, oupporled by • akelecoo German Ioree, aould be perout.ded to 

10 
to war a&&lnat t.he Turlu. 110rMt. Bu.J&aria", a alop.o that embrMM the oewly 
aequlred lerriCOrioo pluo Eaatera Tbraoo, le a piiUorm wbleb .U c~ oupport. 
For tbll prosram Bulaarlaoa mlahl6sbt.. Tbe ultimate decltloo, however, would 
appear co reol oo<ln 8ofta, bu<ln Berlln'o brooder tl,.t.c oonoomlna Turkey aod 
tbe Middle ENt. 

APPENDIX IV 

TERRAIN AND CLIMATE lN THE LENINGUD AUA t 

In Septm~ber, 1041, lba- ol a.....J YOn 1Mb -- broocbt co a hall 
bdore Leolngra.d by • oomblo&tioa or mud, water, aod Ru.iaa redttaace. For 
more 'ban a 1Ml I.M Oerm&n~ have been unable aublu.nllally to edvanCII tiM 
eiego One I boo otlabU.hod. Illhey Intend co reoumelbe -ult tblo winter, lbay 
m~t again oopo with .erloua obet.ael• of terrain and climate. Tho oomlng 
period from late November to &bo ftm of tM year II reprded u relatively favor­
able to tho attackero; but It lo oortelnl! aol ldeol. 

Tho Getman llneo below Leolngred eod&y e-d from Pct.rhol on tho Gull of 
Floland t.o SobiOooelbura on L&ke Lodoga In tbelorm of • ooml-<ltde !lO 10 25 . 
mu .. from \be olty (ooe map). Le.olngred lt.eU llelln • poorly-drained lowland 
ol old lake depaelto, throu&h wblob tbo Nova ruver runo. Boutb- < ol lhlo 
lowland, the h horok I'lat.o&u rloo& co a heigM ol 300 t.o 1500 leet, 81&nlft .. nlly, 
tbo Germano have been able to bold lhll trp&reely-lled plateau, wbleh 1o l•lrly 
weD dr&lned, but. have found t&. lmpcalble to pUih out. Into t.,. mort deDMJy .. 
populated lowlaod co tba aortbaaal, or CO crsdt tba riter cW•..,. whlclt lba 
Rlllllt.oo havolhrowa up alooa tba Ke.._ 

WhUe Ute princlpel ooluralobolodeo 10 OenDoo fo.-.....1 movcmeol ha .. -
Ute poada, -b. aad bop wblclt ..,..,. IDOII ot Ute lotrlaadt, tbe ..U. olo- the 
hlaJ>or aad balteMI,.Ined .,.... olfer oooaiderable dlft!eully. Tbo tt>IU. Looln­
and aru lo uoclerlalo by deep depoollo olonlt -laid down b7 fomw &lacloro­
Tbe 100 eoverto1 lbeee depociM il a py, rather IUK!.7 type ko.on M ,.podaol'". 
Wbeo Mlurated, ped&OI (and dirl roado aomp<*li ol II) baeome onll, creolloc 
dif!jcultlel for motor t.r•MporL 

a 8Mtd oa • ttcaon IW9C*td b1 u. ~' Df'+'ldclo ot tbt Olkll oti&IWik ........... 
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Tbo loroolo 01'0\lnd '-lDcnd han pro..cl &IIOIIw lenala - for u.. 
dtlmdoro. Tbocacb lodoo7 \bo piDe ADd Sr f-wblob uoed 1o oo-_., U.. 
lanD 1t.nc1 lA \bo ..,_lalo oelcbborbood ol \bo oily h&" booa 1Arpbo -. 
tho -~ olcM ol tho Clerm&D-beld eorridor """'Inc doWD from 8cbl-baq 1o 
flanked by ...... ,- ,._ loroolo ....... utllbed ·-ilUY by ... a-.. 
lA lbelr operatlooo acalud lbo 0ermana from Tlkh•IA doW11 lo \bo Volkho• 111 ... 
durinc \bo wtoter and -l,y opriDsof IG41-42. 

n. 8ciltd wlo of AU/Jtk 

Tbe Umo or yoer boetoulled 10 mllitery operallooo In tho Leo!"'""'.,.. 1o oot 
oooUy det.ormlnod. Tbo OorDW>a eoorod lhelr malo ou..._ durlos AuiUII, 
1041, tapc~rtoa:otf In September. The Ruasiane, on the other hand, oonductod t.hc!Jr 
oounter-offcm1ln from urly December through Februa.ry. One faoflteemt fair~ 
co.rt&ln: oondiUona during the flll-wbe:n the eoU il churned loto deep mud and 
tho bop and water berrien are full and unfroaen-.re much 1011 favorable tha.o 
thole obtalDing: e•en durfog: tho winter period of low temperat.u_rea and tnow. 

Aul<lmnal bandloapo to tbo ma.nauverlns of m6Cb&nlood equlpmeot do ooleod 
almult.anoou.tly. By November 1, on the average., the period of meaaa d&U.1 t,em. 
pert.tu,.. below r,...aiAg hao begun on the bbol'lk PIAtoau ; b7 November 10, II 
hao oommenoocllo tho Loningnd lowlaod. Froealnc of tbe 1011 alaN .... altor 
t- dat<O: oo tbe bbo,.k PIAI .. u, plowed ooU aMI dlr~ rooCI. WDIIld probab17 
ouppor< heavy vebldtl by November 7; af.nillar our!,.. In tho lowlt.nd would be 
... d7 by November 17; IUld 1011 io lbe lorootazeoo by Deoomber I. 

Wh11e bop 1U1d am.U lakea wiD probably freeae about the - l.1me M lllo aoD 
ID 1'- -tlaao, tbe7 wtn o~ oupport heavy vebleleo uotD -bal Iaior. lo 
eome 7etr1 tbo Neva ~ooclo lho oum>uodlog lowlaoda M late .. the mlddlo of 
Novembtr. Freutns oo Ute rlver'e quiet lower estuary ordln&r01 btcLna about 
November 15, a.od the estuary la complete!,. troun b7 Dooember 16. At. Len­
Ingrad tho river tt&rt.t to ff'ee&e an:.uod November 26, and by the end of Deoember 
••ubltantJal cruat h.ae developed on tho whole river. H the toe beoomee covered 
with a deep man~lo of enow, however, t he rate of thickening wlll be muob elower 
than It clear weather and etroog winds keep the aurf&oe olean. 

Though altaou upoo Kroooledl might be made at ""Y time by air or h7 
Ntlllery Bro from tho mainland, AD U8ault acf'OII the loe would have t.o walt. upon 
the deep freealn& of the ftvo-milo atre.t.eh of water that. tept.ratel the Jtlaod from 

the ahore. Tblo ml3bt not ooour untO about January :n-the avorace dale lor 
tho oloolns ol tbe port of LoniAgrac!. Tbe loe near tbe .... , rormro and tbloke01 
a lood deal - tb&n that ferlber out lA the ob&nnel; tho 1\wrolao ftoet, lA r .. t. 
bao- to \bo opeo- from Kronatadt .U wmter, throu&h tho- of 1 ... 
brMI<ero. 

AI lor toke Ledop, opecillc data on Ito rreu~n~ ere not al band, but It 1o 
probable thot bol-o Jan~~&~y I and JIUluary 16 the foe oear tbe obore would 
booome oumeteotl,y atrong lo eupport at leaot lrueb and lfsht teob. LoR 
winter, lbe Ru.1a.na optrated motor trueta Kr"OIIIJ the late'• foe from • pole~ Dear 
tho -.tb of tbe Volkho•to 8cbl0aoelburg. 

Overiaod attaeb bytbe Germans upon lbe unlograd <lore.-, thoo, oould pi 
u.ad., W&1 durlnc tbt MCOnd a.ad t.hlrd weeb of November from tbe Witt a.ad 
eouth, and 10mewha\ later from the Fin.nleb fron~ on both 1lde. of Lt.kt t..dop-
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lhocllb I' •- bo omphMiood lh&l an 11llliOIIa1l7 ecld or ,_ - -"' 
e1>IU1P - dateo by M mueb M lwo 0<1"-- Allleb -lllo 1oo of 
tbe NoTA, \bo Oull o1 PIG1and, o. Lob IAdop would DOl bo pooolblo unlll -
and a bal/10 two -•lllo late<. 

Air 8wpporl 

()oe adc:UtJooal factor, booqver, pl&eet • Iedou. UmhaUon upoo O.na.a.a ..,. 
•ulLI, tither over laod or over water: the dimculty or provkUo.c ttoope wtt.b Air 
1upport. ~m November 16 uotD early Man:b, vfolbW17 and Icing ooodlllooo 
permit but few dayo of eft'octlve .. rill aellvlty. Two-tblrdo of tbe dayo bring 
f&UID& IDOW and & o.loud~vered tky, with cloud cover&p aveftrCina about. 80 
peroeo\ aod only ono eot.Jrely c~a.r day oce.urrin& per mootb. Foe on an averap 
of about. onoo a week, frequent atrong wlnda that drilt tM eoow, and ehort winter 
day1 otDI further nt<luoo vlalbWty. Icing II favored durin& thlo period by tbe 
abuodaooo of cloud, tbe hJah nl&tJ.ve humidity (&vertcfna.OOve 86), a.od t.emper ... 
turoo that oeldom rloe above ftetalng. 

Mi6-..;.ur OJHrotlotlo , • • 

U lba 06rm&na abould de1a7 lbelr -.ult uollllatu lo tbe wtoter, tbt "air 
raetor" would bt DO looo asalnollhem,tbe oold would bt eveo -.lo~-. and 
hoavy ooowtallo would erfpplo road lzallle. On the ave,., IDOW lA tho LeolA· 
grad .,.. attalno a depth ol about 8 IAohea h1 CbriJ<mao, rileo 10 a loot b7 Ftbru· 
•rt and -.boo Ill mufmum of oome171Deh8 around the beclo11lnc ol w ...... 
W~ter &lr temperatu.,.., whJle DO\ M eevere aa tboet of the RUIII.&D lo.Wior. 
attain at Leningrad.._ dally m!Dimumo of 22 d- Pabrt.Oboltlo No•embor, 
4la. DHember, • t.n Jll.OU&l')', 1 io Pebru.a.ry,aad 12io MIJ'Cb. Eztrtmetempera.­
\wtlll u tow u - 8 ln November, -36 ln December, -331n JanllU'f, aod - ao 
lo February have been .... r<led. What mak01 the oold a c-t.or berdoblp than 
tho temperature cbartl ml&bt. indicate, however, are tho high bum.ldlly and 
atrooa windl oommon to the BalUo wiot.er. 

Tbeeo oontlder-AtiODI ehould be tempered eomewb&t by tho NOOUtotJoo that 
the Rualana found the middle of wJnWJr not. a t all lmpoMiblt tor at le"t llmlted 
oft'e.Dilvea. Tbe Oerma.neJ alter tbat.l~o, may )'et prove equally adapLablt: to 
Leningrad'• pocuUar oondltJo01 of climate and terrain. 

l . l . "ffll• ln U l lll ll . llloU tiUI 
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