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Robert 
l'ott ·reon : 

:;:.!Jr: 

P: 

Hli.Jr: 

? : 

:n:Jr: 

? : 

;;;:J r : 

? : 

Hl!J r : 

P: 

HHJr: 

P: 

li.-!Jr: 

P: 

H::Jr: 

? : 

H:lJr : 

P: 

Henr y? 

In person . In the flesh . 

Right. Thls i s Bob Patter son . 

Yeah. 

November 17, 1943 
10: 20 a . m. 

I spoxe t o Fred Osborne about t ha t aat t er we 
discussed the other day. 

Yeah. 

Tne Arab e~ltlon we have nothing whatever to 
~o w! th . 

I see. 

The :::nglls!l edi t1on . ... 

Yeah. 

.... i n Cairo •. .. 

Yeah. 

.... your information le co •·r·ec t that >Je do 
transpor t the ?aner. 

Yee.h. 

The ·.\ar ?roduct1:m Board e.llo>:c the ~a,er ~nd 
we :rer:sport 1 t . 

Y ca.'1 . 

···e don ' t foster the thin~;. 1n an: •,;ay .. .. 

l'lo • 

. . . . exc ep t by t'~e tran DPO l"tll t1on o:f t r.e 
necessary pa,er . 

Yeah. 

How they ge t the Jlatc t~ere he doesn ' t know. 

2 
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Robert 
Pot terser. : 

;.{!.~Jr : 

? : 

? : 

:r.-!Jr: 

P : 

HJ.!J r : 

P: 

Hl~Jr : 

P: 

HMJr: 

P: 

lr.-lJr: 

P: 

H:~Jr : 

? : 

!!:lJ r : 

? : 

:r::Jr: 

? : 

Henry? 

I n person. In the tleeh. 

Right. This ls Bob Patter son. 

'leah. 

No vember 17 , 19~3 
10: 20 a . m. 

I s-po:te to Fred Osborne about t ha t catter we 
discussed the other day. 

Yeah. 

The Arab e~1t1on we have nothing whatever to 
do w1 th . 

I see. 

The English edition .. .. 

Yeah. 

.... in Co.iro .. .. 

Yeah . 

. ... your information ie corl'ec t t hat He do 
trnnsport the paner. 

Yeah. 

The \~ar Production Board ello>:s the ::a;>er and 
we trsn sport 1 t . 

Yeah. 

···e don ' t roster the t hin,: ln ruq wa-; .. .. 

tlo • 

. . . . exce~t b:t t~e trsns:l.:rtr t1on o~ t:-.e 
necessary po.;>er . 

Yeah. 

How they get t:1e .;>late t".ere he doesn 1 t l:now. 
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i:1·lJ r : 

? : 

? : 

:ii·!Jr: 

? : 

HJ.!Jr : 

P : 

HJ.!J r : 

? : 

HHJr : 

P: 

HHJr : 

? : 

!-."'l·!Jr : 

P: 

h~~Jr : 

P: 

- 2 -

llo. 

The I d.:. acuesed with him the dl'spo sl tion 
or t>:e ma ttcr . 

Yeah. 

Hie f ePl1ns 1a th1e. He said he think s t he 
soldiers oucht to be &1ven faclllties to r ead 
l<hatever 1e moe t po-:>ular 1n thls nation. 

Yeah. 

That this ,ubl1cat1on has t he biscest c i rcula
t i 'Jn of any magazine and 1t i s di stributed over 
there, I think , free or for 10~ maybe or some - 
eome reduce<! pr i ce a t an:r rete, b:; the coamany . 

J us t a minu t e-- well , t hey pay for i t . I don ' t 
kno~; ho·.< much but they pay fo r 1 t . 

Pcy 10~ or somethi ng. 

<lell , I t!'link. i t ' s-- but I don ' t reme::~ber bu t 
I do k.now they pay fo r it . 

ThP t ' a more o r less irrelevan t i f you .. . . 

Yeah. 

Ho~ feel s •. . . 

Yeah. 

.... two thing& .. .. 

Yeah. 

3 

. .. . first , that i t ' s been done and t!'le t er m1nPtion 
of it •:ould - - oh, raise a bi g hullabal oo . ... 

Y "ah • 

. . . . and, second, that he has the pol 1c;r o f 
facilitating the r ead1ns b•· soldi ers of t:..'lat 
is in ~1dest circulati on in the Uni t ed Sta t es. 

Yeah. 
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!C·lJr : 

? : 

H!-!Jr: 

P: 

? : 

!:!!·lJ r : 

? : 

H:1Jr: 

?: 

H!~Jr : 

? : 

H!:Jr : 

P: 

HHJr: 

- } -

•.:e C.o the same thir.g on the distribution of 
ciga r e ttes and so or . We try to get overseas 
the quantity of them tha t the ordinary public 
here consumes . ... 

Yeah. 

4 

.... ln the same l'atio e. And he eald that h e 
does that on magazines and ne~tspapere and weeltl i ee .. . 

Yeah. 

.. .. the es'lle -.:sy . I ' m no t disposed to diffe r t:ith 
him. 

Yeah. 

I am impr~seed b;r t~e fact t!ln t 1f a c:~ange •r:~re
o:~ade no>:, :here ~:ould be t;e charge ;;he.t ·co~e ·•ere 
c ensoring or · e ~·~rc ,artlel nnd trylns to ?Unieh 
"Omeone . 

11'1ell , you O.on ' t ra1nC my . ... 

I don ' t psrti culorly like it but ... . 

No • 

.. .. it's an nwln:ard buelnese . 

'.I ell , I' ;n go inc to <'rop it but ln drop_?l ne: 1 t - -
I !:lean , I foun~ thP eit•Jatlon . I've r e?or t ed 
it to proper authorities eo tho ret,ons~billty 
is yo• rs . 

I knOI'I ! t . 

I' m not goir._ :o do anything =ore about it . 

All r1£ht . 

I think you'ro -.:rong. 

Yeah. 

I think ~ntlrely from the ~lde - - other ma t ter , 
tha t ~taere cargo apace is so scarc e , that you 
cen find s?ace for this cor,mot'lty - - u!'. -- I 
think ~h2t. yoa mi _ht b~ c'·'b;!ct to criticism. 
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P: 

~!~Jr : 

P: 

Hl!J r : 

? : 

H!I.Jr : 

? : 

~~Jr : 

:-r.:Jr: 

? : 

? : 

H'iJr : 

P: 

H::Jr : 

? : 

:-r.:Jr : 

' 

? : 

- lj -

Thla is r ather -- t hie ia not n high ? rlority. 

Y~ah . 

The - - the transportation of the thing. 

But , I. .. . 

It ' s graded down .. . . 

Bu t , Bob .... 

. . .. but stil l it g~te thor o all right . 

.... I've found it; I ' vt told you about it . 

Yep. 

It'• your r esQons1bility. It ' s not mi ne rnd 
I'm e;oi nG to let 1 t r est there. See? 

Yeo. I' ve tried to :;P t i n t?uch Iii th Bob 
Sherwood . . . . 

Yeah . 

. . . . bu t he ' s up in New York .. . . 

Yeah. 

.... anci. sort of a ha r d fello~; to e;~ t a l~old of . 

"llell , I' c no t going - - it 's-- it ' s a d ead h -ree 
a s far as I ' m concerned . 

All rl~ht , ~enry . 

Yep. 

llhlle I was over t here Gen•r al Hue;hes , Deput y 
Commander to General !ie~nhower , invi t ed us to 
send a man to stimulate th~ eale of 1:a r Bonds 
1·11 th soldi ers . You see? 

Yep. 

From this ::ountry -- :1nd e1nce t 11<:>n he has written 
~o :ne a~:ain r emindi ng a.e . I do:'l ' : ,-·~t :o send 
~~~ebndY f rorn over h~re , hut th-r? s-~~s · ~ be. 
ovt"r !:~ere - - t~ere ' 8 - - col - 'tne:~ t:> ·.:1"!'!:!.:'.1_ tor. 
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:mJr : 
Cont'd: 

P: 

H!t.Jr: 

:: : 

;.r:.:Jr : 

P: 

rn:Jr: 
P: 

H!:J r : 

? : 

H!-:Jr: 

P: 

!!!!Jr : 

P: 

t;XJr: 

F ! 

r 
ffi·!Jr : 

I 

- 5 -

there ' s a mix-up aa to wheth~r the stioulatlon 
of war bond purc~aea by eoldlers should. be 
under the Finance Officer or the Special Services, 
and nobody i n Gon• r al Eisenhower' s T.~eatre eeeme 
to know who ' e responsibility it is. 

Yep , l·le can cl enr thn t up . 

Now, if that could be cleared up and t hen it 
you approve, >~hlchever ~my you decide it should 
go , and then get out a directive saying that 
either Soecial Services or the Finance Officer 
should a ppoint somebody in each Theatre to 
stl:nulste t he Slllea of •,;ar bonds, ther. we'll be 
clad to coop~ra te •. ·1 th that person. 

·.;'hst' E t he ~a~e of t:1e Gen~ral? J enera! :~u!:hea? 

Hut;hee . 

·,:!'Ja t' s h! s job? 

He is Depu ty Com:nnnder to General Eisenhower. 

All rient. Yeah. 

It ' s Everett Hughee. 

Yep . 

Ee' e a S . O. S . 

Yeah. 

Eu t he ' e a Depu t:r Co ow nder . 

Right . 

And he has a eked ue when I wr.s t her • , and eir.ce 
~;r1tten me. But there ie t hle ml.x-up \·:hlch they 
say comes back to \•lo.ehlnc t on ; thz t tcer~ have 
been two di r ectives , each contradicting the other . 

Okay, I'll dig right into tlwt. 

And you ' 11 l Pt me know? 

Yes , sir. 

T::~r...it you. 
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FINANCING 

Present : Mr. Daniel ~ell 
t~ . George C. Haas 
Mr . Henry C. Murphy 
Mr . Jacob Viner 
v~ . hobert kouse 
t:.r . C. J . Devine 
Col. Allen Pope 
',lr . Herbert itepp 
J:.r . Benjamin Levy 

November 1'1, 1:143 
10 :3v a.m. 

ll .' i . Jk: Gentlemen, in the firs t place, let Gle say this , 
that I feel t nat since we bave established a pattern of rates 
on Llarch lJ, 1942, the ~ederol neserve Open ...:a rket Commit tee 
has done a s·,•,ell job keeping practically t nat saae :;atterr: , 
and I think that you people have played a very I.Jllf'OI'tant part 
in llSSisting the : ed i n makin~ t11at pOsSltle . 

How, every so often v.e kina 01 check up on ourselves, 
and M have t hese different l oans . '.1e al'e do in1; it no1·., as 
we enter the Four th 1.ar Loan , and the question has come up 
concel'nine u mechanism as to hOI\ to handle the bill mar ket • 
•• e 11uve nad a nwnber of discussions and the r' ederal Mser ve 
nas ... ade sou:e reco:runendations , and 1·.e ho. ve : •. ade some recom
mendatlons , and the way the caatter stands at tnis mo:nent --
I am Just haVln:; a little discuss on tlel'O to gi ve :•ou tne 
benefl t of this tLing -- is tr.is , and I a.;. ,:oint; to l;e very 
frank . after all , I don• t ex::ect to read about it i n iJrer. 
Pear son' s column or the ·:,all Street Jour·na.1. (Lau.;ntel') •. ho 
is tiae man v.ho nri tes for the J o;.~r•r.al Aier1car. -- the finan 
cid l~rl t er? 

!.fi, , hOUSE : Leslie Gould . 

't' •• ~· •• J " .· "y pal • . "' •. . 
;,l;,, JtJ,;PP: \'le will settle for ':'eddy Goldsmith. 

H, !: . J h : Anywa;.• , this recorr.lllcnda ti on l~l.ich was made by 
tnese people about u.idni~ht last night -- they finally found 
you l to ::r•. l.epp) -- is t t.aL v;e r ut tne bill on t ne same 
~talus as a1l t11e other ':' r·easury secur1 ties ar.o 5i ve it l' lbhts , 
ns I undersbnd it ; anc then if a man t.as a 11uncred :r:illion 
collars ' M r th of tills, 0 1· if' a •. a:a r.i th the : edere.:. •. eserve 

7 
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has , and they want to put these bills in, they v.ould nave tne 
privilege of exchan&ing those fo r equal amount , as would any 
bank or any dealer or hol der . 

tlow, tlte alternati ve t o that , of course , i s to let the 
Feoei•al hescrve buy d1rec t , anci I oade it perfectly clear 
yesterday that if we were ;~oi ng to do that I would insist 
that the Treasury and the reder al heserve go up on the Hill 
ana explain it in advance , oecause the testimony, as I 
remember it, v. as in passing this legulat ton, gi ving t he 
t ederal t.esct·ve the right to buy up as ni~h as a million 
dolla t·~ 1n case of an en.ereency. I naven' t checked my testi-
. .~ony , cut -.1' • •• cuse is sure of tha t , because certainly if .• 
you ao it s i x tL~es, 1t no lonber beco~es an eMergency • 
.• nat.ever success I nave hac here in explaining to Congress 
tn advru ce - often : explain in advance and ther oon' t like 
1t . _ut t hey sa, , "You are Secreta1·; of tne ':'reasury; it is 
.;our res,:-oJ.sil:ilit;, . Go aJ,ead . '' J<.~a they are satisfied to 
tne extent of ! ettin., ::~e run tile job liS long as I tell them 
in advance . out r:t1at the;, aon ' t l.ike is to read a·cout it 
in ~he pa• ers - l f tne. r ea a toe pa.pcrs ! Muse sa;. s .1ou .;1 ve 
out a release and they r ead ab ~•t t it . Tne answer is, they 
con ' t read - lit least not out• stL f:£ . 1'r•e~ read aoout a trial 
ool'.n in the bahe.:r.as , 1 ut they don ' t read .reasury releases 
and l ede ral ~.es e i'Ve releaues . JUid just sticKing t 1.e notice 
in t,,e pa~crs doesn ' t mean anyt in£; . If so.1eboay ,.,r1tes about 
it wid they think \:e have tried to ,?Ull a fast one - soote 
people blink, and I t ninli: correctly so, if roe s tart to ex
pl~in it on the Hill it is goinb to be a te~pest in a teapot • 
...nd it may be . You m;;;nt nav~ Eccl es up t nere for ?.eeks . 

:ion, I alnrec iate what t~·. Muse sa;,s , t r.at tnis 'letnod 
oi' giVln,; them ri ~;ht s ma~ t>e a little cl:utsy. I ~CD just go-
in.;; to run tbrou.,n my im:n·ession . Kow, in talking a ~out t his 
t itlnt; , thou.;h, ne asks a very pertinent ques tion, and that i s , 
v.oul dn ' t the mar~ et ,;raduaUy die out as , say 1 a new custooer 
\'.ith nev. money can ' t ;;;et his bid filled . So I said t hat I 
v.ould b" ve no object1on 11' a ,,,o.n v.ho put i n a bid for a hun
dt•cd thousa.td aollat•s dldn' t take car·e of l uc si tua tJ.on, 1' d 
be 

1
:lad to cons ~der· increaain~ t no amoUJi t to two or thr•ee nun

a t·ed - as .,tuch as i s necescary . 'u.ul l'i9.J' you w~uld keep a fe.i l'ly 
L ve •r.at·.:et to ~et subscri p~ i ons . JU!d if t ,e tHin,€: ran over 
J•;vcnty- ftve 01 a "unorca .ulJ.lton c:oLlnJ•s , i'or· a 1.eek - ~·ou 
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see? And we woul d i n t his picture expect you people to con
t l nue to take an interest in t ~e bi!l mar ket. 

Now, what is wronp; with what I have said so far? 1/i ll 
it wo rk , won ' t it work? Do you have a be tter scheme? I ' d 
like suggestions . 

MR. rtEPP : ~ objection, Ur . Secretary-

H. li.. JJ{: Objectlon? 

9 

!m. 1\E!"P: Yes. The things I heard l as t night included 
also the present plans on your desk . I think probably of •• 
t hose which wer e ol'fered, i t is the best compromise so far , 
but •~e have a bill market- - true enout?'l--tha t hasn ' t been a 
very act i ve market and t he bids have only been slightly over 
the amount offered ; but you have had t he thing ITOrking rather 
smoothly up until t nis point , anyway . It is something the 
market understana.s and knows. 

No·;r, if you inject a new element you are going to take 
some ver y simple meonaniam and a sunple money market instru
ment and make it di!'ficult . The Federal Reserve market v1ould 
have to announce how much t hey had maturing every week and 
how many bills vmicn you put to the~ on opt1on t hey are going 
t o retain, so t hat they could proba!>l7 come in and exchange 
tnose , also . You would ha•1e a variable amount for casn each 
week, sometimes thr ee hundred million, sometimes five , soce
times only one hundred million . And you give an element of 
uncorta1n~ to t he mtole Treasury bill mecnaniam, which I 
don ' t thinK i s necessary. 

Now, thi s question of buying direct, I think probabl y 
some educational worl: could be carried on and it might be done 
by saying t here is no new credit created and no ne;-; money to 
the Trea sury , but you do raise this quest1on of buying direct. 
There i s a simpler way, I think, of handling it, and that i s 
that we continue to take an interest in this Treasury bill 
market and our interest i s accentuated. 

H.M. JR : Let me make t his plain. I have been more than 
happy i n tho way t he Open Market Committee has opera t ed. 
This question has not been raised by me, but ver J strenuously 
by the $ystem. Thal is no secret, is it? 
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L~ . ROUSE : It is all right to sa7 here, certainly. 

H. 1~ . JR : After all , it is all ri/dlt to say it here . 
if Rouse would answer you, it is reaHy up to Rouse. 

So 

~l . ROUSE: I think the th1ng bas gone well up to here . 
Our problem is in the future, and in the lipht of' our present 
maturi ties over the next thirteen weeks we feel that the 
natural interest which the market is taking may not prove 
suf1'ic1ent to take up at three-eighths or better the full 
amount of what our maturities will probably be , and we want 
to rind some way o.f.' maintaining the credit v1e have alrMdy 
out into the market and be sure that the volume tendered at 
tne t hree-eigbths rate or better is maintained, and avoid 
direct purchasing in the sense, not of replacing maturities, 
w.uch we have been doing right along, aeyway , in other types 
of Treasury securitie s , but to avoid direct purcnases in 
bills over and above our maturities. 

In other words, 1f we nave to induce additional tenders, 
t he question comes up--i t is a matter of consc ience, really, 
as far as r1e are concerned--of the point at which we are 
soliciti ng, e.ctua.lly soliciting, tenders for \Yhi ch the induce
ment i s that we will take them immediately off their hands, 
whether at the premium or not. And that is t he point we have 
been wanting to avoid. If you come to that, that is a 
di rect purchase, and I don ' t think it woulu be pr oper to do 
it without telling tho public, 1ncluding Congress, about it. 

10 

H.M.JR: I just want to inject this, and I think you men 
know t t.ia . No·11, understand I a1dn ' t know before t his that you 
people represent the Execut i ve Co~~ttee of t he 17 bond dealers. 

!.!R. KOU:;r. : They happen to be identical , but they are 
not here represent1ng tha t . 

1m. Rt:t'P: :/e are here as i ndiviauals and not as re
presentatives . 

H. !.! . JR : But let me thrOI' t uis in for a moment. ley' 
position has always been that I have been more t han willing 
for you fe llows to make some money out of the Government bond 
market, and I haven ' t changed. I am just throvting that in. 
I haven't changed. You have never heard any complaints from 
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me about making an honest penny out of the t hing. 

~. Bell: Bob, is this a fair statement of your position, 
tna t you like the present method of handling t he Treasury 
bills but you are now getting to the point where something 
has to be done to induce bidding, and you don't want to have 
to ask the dealers in banks to put in bids for your account 
if they can go on and you can get bids over and above the 
bidd1ng and make the market feel easy and acquire those 
bills in the normal course, replenishing your maturities? 
You would be satisfied with that method as long as you 
l'eren• t put in the position or having to go out to these 
individual dealers and induce them to put in bids? 

m. ROUSE: That is correct. When the initiative is on 
my part, I th ink at some point the question woula be properly 
raised as to whether it was direct oidding. 

UR. LEVY: The initiative can come from you. I 'll be 
~illing to increase my bid. 

MR . rlEPP.; I am sure we would. 

MR. LE.'VY: As long as we have a "put." 

H . 1~.JR: '.'/ithout having to 1vr ite it out, if after you 
men had left you went a\¥ay with the im'l'ression that v;e people 
here 110uld like you to intensi!'; your 1nterest a little bit-
do I have to say anything more than that? 

Ia. U .. V'"f: Uo , sir. You didn't even have to say that 
much. 

COL. POP!::: I don ' t think there 1vould be any question 
about having to go on oended knee . All we want to kno~ is an 
indication i f we could solve it that way. 

1~ . LEVY: As long as the Federal doesn ' t change its put . 

ll .M. JR : It is a nice, safe business, say. 

llR. t~VY : I' ll say it's very safe . 

l.!R . k!iPP: Speakine only for myself , we'd be glad to 
intensify. The yrofit is not involved at all. It is just 

.• 
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that we can hel~ in maintaining the money market and aid 
Treasury ! inanc1ng. 

COL . PuPt : I wro te to Eccles and sent a copy to Rouse . 

Affi . RBPP: I ' d rather do it wi t hout profit . 

MR. DJ::VHic : I ' d ra ther do it without profi t, 

L':R, RJ::.t>f' : '.'le can intensit'y our effort . 

H •• JR: You'd ra ther not even make the two dol lars? 

lffi . DZVI:Ii: We ' d rather not make anything. 

1£. ROU:>E : You can' t avoid making the two dollars e.nd 
ei ght cents . 

MR. L~VY: You have a three-eighths put . 

\!R , REPP: We give nalf of it back t o you, anyway. 
(Laughter) 

COL. POP~ : I think one thing, w~ . Secr etary, we shoul d 
take i nto considerat ion, t l.at if we are going to change any
thine that invol ves any great expression by you toward the 
Hill , somewhere, and the papers take it up, it is so much 
involved that the avera~e person doesn ' t under stand much about 
it , and I am a little ar raid at this time that wnen we are 
talking about bill rates or nhat is ~ine to be none about 
bills that a great many country bankers and some ot.'lers may 
sa.y, "Oh, well , t his is a change . " It will just intensi f7 
things. But it i s qui t e serious today in~ opinion--tne 
talk about money ra t e cnanges. 

H. JL. JR : You are talking just the way I feel , ana 1' d 
like to say how I feel , ana if any of you people disagree 
~Vith me I wish you would say so. I !'eel this way, that since 
the 19th of March, 19421 i t is t o the good management of this 
Open Market Committee tha t we nave been able to keep money 
absolutely stable . That i s the only thing of any importance 
in our economic life which is stable . 

NoiY , just as soon as yo•1 be~>in to monkey with it, the 
people are voinJ; to sit ba.ck and 11ait to see 7:hat t he next 

12 
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thinJ is ~oing to be . 

1..vL. •'vPE: Tuat i s rignt . l<!ld tncy at•e ,iust on t he 
ed..;e !'eatly to accept somettlllli; Hke tnnt and i t i s an 
ai•.,;wnent i n tnei r re.vor , money r . Le cne.n.;ing • 

13 

....... Jl\: And t uere are o. nu.::ber of peorle, di l'ectors of 
,an«s :md ott:e rs, •:.no napf en ~o telieve tMt •.hat 1\e nave 
cone i s ricnt , or belleve tnat 1·.e could con t i nue, thr:Juzh 
.nana.:;e .ent , to ti:Iance the ;•.ar . ""d t •• e sli~htest cnnn.;e .• 
tney t. ill say , "You see , !J ill , I told 'J'OO t h:s v.oulen ' t 
h s t . " Then the:· oet;in to .:o cac:< - 'On ::e!l, I ' ::1 not 
._Oi:l to C\lj' - o1ell , i t's ,;ol lo C•l!lll(;e. " 

You are at~o ltleiJ correct. 

ll .• J..: Does anybody o ii'fer · . 

.. , .. ~oEPP : l tr.:. :~k , !'or t •• is sla.;e of the .:;ame, ~.[r . 
Secret ary, the.t is r ._;ht, \JecaiSe they ·o bac'.< to your 
s!)ccctl and quote the ·.,ords '' !'ra:r.ework Q~ princq:al , ·• 
l'<hich puts three- ei.:;hths ner c and tv.o and a hal .: t her e . 
": .e rc is your interest curve . 

It ::tuy be necessat•y so .• etia e to poss:b!y allov: some 
.,_ Lese snorter rates to nr.u, b.lt I doubt i f t J.i S is tte 
L~'>r .en t . 

J: . I.J 1~: Does anyboo.y t uink t nlS is the moment to 
ohnnle - between tne Tuird and Fourth .• ar Loan? 

v.ould any of you fellows reoo;n.11end I chance 
i t? 

.... . CEV _,;E: 1 certainly ,·.ouldn ' t. 

1 .. : • • J., : I:on ' t _;loss 1t over . 
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~·: .. BELL: ':'here certainly r•erc a lot of peo~le in 
i :nr ch, 1.14~ , r:t.o con tended you ooulan ' t c! o the tn1ng we 
started out to do . As we have .;one o.lonc , :nor e peoJ?le 
nave ·otten confidence l n the ability t o main tain tnat cut•ve , 
'!'ltey ilr·e di3appearinb fast . l.i tnin the lns t month they 
have ccen talking a rout chanj;ing i .tese l'ates , as t c.e 
Colonel said , more and mot·c , and if you cnange it once, you 
are sunk . 

!.. ·: . J . : s.ave ~-ou chanced your mind, Co!onel? 

wL. ?JPZ : ::o, 1 .laven't at all. 1 tr.ini: it is 
aan.;erous eno-..1;:h :~ow ; but I lhi.nk it l s no t so aan.;erous 
but \' ..• at, for instan ce, if' tl1e lo.st tMs v.ere par fift een 
or sixteen bi d, I tui:'l<. tHe t.nole attitude of tne peo;-le 
v.ould caan;;e i t ri;; :~ t over . lt is as close as t..at to 
bein& one 1~ny or the othe t· . 

~; •• Jlt : liut tJ.ey are not . 

COL. POPE: No , but as lone as they arc no t, 1 t 11ink 
the3e ra t es - t here's quite a difi'erence in that . 'i'Jle t•e 
v.oul d have to be a lood <ieal oi' explana tion on that . I 
pet•sonaUy thbk tna l 'l.ould be bad t o do r~ght non • 

..• :.Jl, : I don ' t •·.ant to r.ave t he Federal . .eserve 
buyi:~g direct f rom me unJ.ess v:e ~;o U? on the Hill and 
explain it • 

..:~.. LEVY : I don ' t t11ink there i s aro:J necessi t; :or it. 

H . ~:.Jh: I can assu re you that l'oOn ' t be ;;ooc . 

COL. POPE : I don ' t think it v.ill. 

:.!,,. LEVY: r:o necessity i'ot' lt . As long as t he 
iede r"'l :.eserve ~ystem is ready to gi ve anybod~ a put of 
l hree- e ignths, l aon ' t see what an;tl.M;I a11 s t o \';orry a bout . 

~lJL . i'OPJ:: : As far as 1 a::1 concerned , and from v.hat 
cver;{coo;~ else t.as said nere , if tt ~.oul:l relieve tnc 
sibation ~~· L'ltimatn.g, =.a.:inz it tnrou.;u tne si(;n 

.• 

Regraded Unclassified



- 9 -

ianbllll-t;e, or anyth>. n~ of the kine! , Mat i s v,anted as far 
as putt i n.; in for bill s is concerned , l nn t is all t he. t is 
necessary ; it i s i rrespective of pt•ofi t or not profit . 
'i'nat i s not a "llltter of concern at all. 

H •• H. : Do ~·ou fell ov.s want to f~o 1n a room and talk 
i t over? 

!ll •• .KEPP: I don't r.an t lo. I \\ill te. l you wba t 1·:e 
1·. il l do : .. e •. i ll inlens~fy our interest i n tne bill 
:r.ar.te t . 

. . , .. LeVY : So v.Hl v.e • 

-.OL. POP F.: ·:.e 7.i 11 . 

iL ;, Jlt : t i'o .• ouse) •,,hot tliO I'O co you V1!1.1 t? 

.J· •• IJ.lUSE : I don ' t \·.an t anyt1. l ng mot•e , 

L.!.; , JR: Leave i t as i t is now fot• a wbile . \',ill you 
recol!l.-:tend that t o your bosses'( 

.. }." . •\'-•USE : Yes , s i r . 

J.l.'{. Bt.:LL: ':'nat 1\e oo notr.; n& else so far as tne 
excnan~es are concerned . 

!.:. .. . -..IUS~ : · ~at i s r i.;lit. 

1.:. •• I:E'I!; i:: : I t certainly is the most simplified way 
to nundle the ,·,hole tt.ing . 

h .. : . JTt : ' .. e nave known each other - t nis is my anni
vet•sa t•y, inciaentally - I didn ' t Know H unt i l 1 re:~d it 
in lM papet• . (l aue;nter ) Ana , inci oentally, 1 wn ~;;etting 
to be an old man, so I like to go back, but a:':•t•oximately 
the day t ns.t ,!r. iwosevelt FUt :ne in ne•·e, the G;:, vernr.lent 
t~ond msrket r.it nn all- ti:ne low. If you l ook it up, you 
dH see t ttat. Do :;ou relte:nber lnut r efund lnt; failure , 
1\:lr eve:•; lhtn;; else·: :uz .. l al'OU:td • ove ber 1'1 or 18 

15 
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t he Fedet•al neserve di sconttnued open-mar~ t ope!'ations, 
lha t v.eek, the v.eek I came in nere . You look it up . 
Tne Go vernment bond market struc l< un nll- t bte low, and then 
I made my i'i rst loan, wh i ch Ms £or nine months , and then 
after that I paid , I lnink, either t v:o ot• two and a half 
='e r•cent ••• 

!~l .. Bi:iLL: ~:or·e tnan that , I think. \lell , 1 rna;~ be 
\'d'onc . I r.as thinking r.e bor•ro\led ior t .rirteen months . 

it •• J!<: You ar·e~oiling oy story .... then tne toys 
said, 'You can na ~<e a lon;:- term loan ; '1\e r.ill 60 tni rteen 
:nonl.rs . " ':"ne fi.rst ;.as ror nine nonths ana then ;p out 
a.1d .cn.<e a lon.:;- ter.:: loan . \lau.;nler J 

U •• r,EPP : Just on that , ..'!' . L.orz enthau, tnis is 
your anniversa!'y, can ~e say sn ... ethi.nG complimentary? 
lt hO.S tal.en ttll t 1.ese years to c·et t~:ing s !;Oing the r igllt 
dircctlon , and certainly the cre~it oX: the l)o ve rnment ~~as 
been maintained, Md the narket i•U3 been kept on an orde rly 
basi s . You huve got this .. ur Losn c:n.tpai gn .,;oing. TheJ•e 
are probo.bly s o.ne refineltents lo l:e 11ade, bu t people are 
bet;innin~; to uncerstand ano .<now it. ':'..at certai nly i s 
one part of t he war effort thn t is ;:;oinc Jmoother all t he 
ti:ne . And anything you do now to inject ne1~ elements to 
educate OJ' re - educate tne people, why you really h!iOper 
your oq eo ti ve . :!o¥., ;;ray be :'os t-r.ar p1•otlems ri 11 change 
l..is thin~; . 

I: . I~.J~: I 1·.ill be up on Icy fo.r:n se!lin;; apples . 
\ Lau~;hter) 

;:r .. DEVrt;E : \ .e r.ave ever. elinan sted the black •. :arket . 

H •• :. Jlt: 2ow is your pump oo1·.n on your farm? 

'.Lt. DJ::VIIIE: Still \·:o rkin~ fine. 

16 
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n • . Jh : Yo u heat•d t nat stol'y? You tell about your 
pu:np , 

.. lh. DEVH~E : ieH , tne Secre tary asked me one day 
1i' I had any problems . I said I nad a very important 
proLlem; Jty pump up tJtel'e was struck by li~htning and 
t a;:>~li ed for a pri ol'i ty a.Jc it would probably take toe two 
.• ontl.s to ._et another . oy lt:at t i me ull my animals 1·.ould be 
aeo.d lind rl'/ farzer v.ould have left me, 

J.e said ile ;·. o~ld see r.l.al he coulc! do about it. 
( Lau.;h~cr) 

It has been r,o,•.<ing very \',ell evt-r s i nce, 

h . ! ~. J ~. : '• ttat is tl.e ~;ay we 1·.atcr the :r.arket . 
( Laughter 1 

1:h. VINElt: Pr ime t he pump . {Lau.:hter) 

H. t.Jl , : Can 1•:e ~:o on lo the next t hing ? Are you 
( ho·.•se } all ri eht? 

"L~. h.UUSE: Yes , si.r a 

li ." •• 1!\: !;or: , as t o t ne bas tet, t lle only c.Ja.'l;;e \', hi en 
has been recoiDUended 1s t r.e. t r.e have 11 t~;o .>..'ld a quarte r 
ins tea~ of a two . 7Jtat is t!:!e only cMn:;e . 

:L. LE'IY: 7r.o and a q•Jartcr ar.o. - -

h •• :. Jf\ : ':'r.o and a quartet• and tt.o and a half. 

:.~ .• LSVY : You h11ve to eliminate t ne tr.os . It is a 
l i ttle bi t consested. 

COL • . ·Jr'b. : 'fne11 tne discuss i on on the note business . 

!.:,. I: .. L! : Discuss1on as bet1•.een a seven- eilhths 
cer t.ll'1cate and a note . I •. 1e n, i ttat 11r.s Leen di.sc•tssed 
· •• l lti'OUn d . 

,• 
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·.a .• hEPP: Is that a proper ~art of this discuss ion? 

h ... l . h : Ye s , so l'ihatever you would like t o throw i n 
on tna t , I \',aul d be mo!'e than pleased to hear. 

18 

•r11. DEVP:i:.: Y1ell, now, lne l\.o and a quarter bond 
tnat you mi~ nt sell, I t:.ink i t would be :nost im"Oa t•tan t to 
pt• i ce tt.at r i(;Ht; tJtat u , iit 1t i n the r1ght slot, be
cause ; ou have nov. a~out a ol!llon , seven huna,•ed ui llion 
or potential sellers tt.a t flt i nto t • at ' o~- ' 5!! class . .• 

I aa~ ~ .. at I tnw~ the i:.lportant cart 01 t •. i s tl\O and 
a quarter, lf such an issue is aold, is to fit in in tr.e 
l'l .. nt ;-lace, Lecause you can t t•eak oo••n tne rest of your 
.nar ke t . I trnnk you snoulcl. a~a{ e it as lon& >tS )'Ou can, 
sor1ewnere aro •tnd ' 54 or ' 57 if you can , dthou..;n it 
r.oal ct n ' t ..• a% e any cliference - • 55- ' 57. 

!lou, that rna~ seeo long, rut I feel tMt re ,urcles s of 
l'll!l l l GSIIe you sell, the !'l'lCe oi' t.he new bond wi ll Le 
v.orth no mor·e than ;>ar f our or pal' six unless your r:hole 
;na t·xet chun;;es . 

,,ow, if' you sell at tl'.O nnci a quarter , 'l';e ,.,ill say 
' 53-' 56, you at·e _oi ns to aifect lue tv.o and a quarters 
or ' b~-' 55, which are ~lone 1\i til au the tv.os where the 

ressure i s . You a,·e ;;o i nt; to t reno< t hat oar.e t ao~m . 

.... ~\. l1JhJl:,y : 
t i on? 

· .. nat are you assumin& arout the r es tric-

!.:,,, Dt.'VII:E: l a;r. asswni n.s; until tne obli.;ation becooes 
a ten- year one the banks can ' t tuy lhern. ln otnet• · .. ords , 
in l\'.0 years' time, on a ' 55 opt i on date, the ba.nks coul d 
th~n buy tncm . 

"' •• Jt. . 

'I ... 
I 57- ' 6U . 

Fifty-fi ve option? 

I t a i nk you can br i nJ it out a little i'ul'theJ' -

~JL. ?O?E: 7h"t is ti1e \"a~· I feel. 

• 
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li.': . .rr, : 'aell , the boys nud it down ' 56- ' 53 - t oe 
!:no.s toys . 

!Lt. DEVINE : 'Ttte reason I :otent i oned tnis, i.1r . Secr eti.IC"y , 
was--

.: ... L~VY : Fifty- seven is an open da te; l don ' t think 
you na ve MY cal l tnen . 

: .t. ;,~:,VI::!: : The reason I Mentioned tnis r.as due to 
l.oe fact t hat tne last l ime you ol'i ced lne h-o a.1<1 a 
nalf ;ro 1 r.ac ' 6't tv.os outstand ro~ ana you brou,:nt out a 
' o4- ' S~ - you dropped f i ve years . 

h . •• ,[!,. : · .. e had !ill kin<!s of ar.;•tments a bout tr.at , 
oidn ' t •·e'! I can ' t re :.e:nber r:hich s i de ~ 1.as on . I 11ill 
n~ve to look 1t up. 

:.:11. 1\C:PP: 1 agr ee very mucol v; i.th l.hris tllat t ni s bond 
has to be properly placed. tme q~eJ' ·on : t.l.ut v.as t he 
optionul date , ' 5;3 - ' b4? 

,.,,, , DEVIHE: No earlier tt.an • t>4 . Str etch it out 
as far as you v.ant to ; 1::uc it ' 6\..- ' 63 ; j•1st no shorter . 

n. U.VY : Ten jevr•s is too short . 

~~ .. BLLL: You rant to put it ri.;ht on t he line as 
close as you can . 

·• tt:i:PP: I tilink you h· ve to ;l ve a certain amount 
of rate fo r the restrict ion ol' •• aricetattlity :or a period 
o1 years , and if you say ' 55-' 5'1 as an opttonal date, 
sur·e , tHut r-ill .;o; it is a t.tirtet:n -~ear tond . :;a~be tt 
,,i._J. t be v,ell to shorten it to ' 56-' 5J . I t;,ink ~ou !.ave 
Lo .r.ake it look somevuat a t tractive . I t r. in· it ~.ill h11 ve 
•m effect on the rae.r .tet , tut follo~.in.; our d iscussion of 
lc.s t jCSI' , Lne tt\o and a r.alf pel'ccnl rnar:{et sol d of f , 
tJut no adverse effect on tue over - all :>icture of the t hinz . 

"·"· Li:.V I:. E: I pro• at,!y Y.ent to extt•cLes r.nen I said 
' .01. ; I dor. ' t luie ve you car. ..;o a~'lJt pricin.; t ;,i s r ond 
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u.~y ol o way . I am just f earful •he bond w' ll l:e t oo 
s •• or t • 

. : .. ,, l'f!J.: Too l'ich • 

.• . :: . .rt .: .nC I'e i s no inci cs lion of t t. ut l.e!'e . 

20 

! " . .l.PP: l dcfin itel! a.:;r cc v.itn you taere ; bu t 
priced J' t:;,:tt \,ould be sometr.1n..; n lloe lat t er ?art of 
' 5c or •s·t . ~ 

I:OL. !'"~?!:. : ':: .. eJ'e a r e a lot ol lools avallucle ~ n 
• is .ar.<et, a:td if ;.ou 11nve it. too at tracttVe , tt.e 
sav ,:l_.s te..~ks can ruy it a:d a lol .Jorc b·;os cot.e in . 

.. "1".;;: : Are tne1·e a lol of l\.os availa: le? 

(; 1 • POPE : I t.nink a ~ood J.nny. 

,:t~ !:f. 'II ,IE : ':'he poir.l t;,c r•e , Colonel , is t hat you 
nave a ' 5:!-' 55 i n tne hands oJ' savt n-:s banks now . You 
pr•ohau l y hnve ~one over' tue~c ficu r es . You have lb t•ee 
nund1•ed m'llion ' 5~ -· 55' s in savin.;s tanks , and b .o 
1.und1·ed and for t y- ei..;ht .1illion in iHC i11 su 1•a:Jce c ccpan i e s . 
'"the ClUe oi' the fi r•st ' 52-' [A ' s , , ou t.ave five hunct1•ed 

_,,i11ion . In t •• e case or •5:..- •ro •s , "ou .,:;.ve seven h::nr!J•ed 
:dillon . So you t.nve pottnlial se.lin,; t nc£•e , or sv.itc .. ine, 
of a l iil ion , sever. h-ndr~c ane fifty ::1i .lion. 

:•, . . L VY : ':t.at is >l.y ' 57- ' tA.. sounos telter . 
<1on'l care now much h .o a no a quar tc i'S • 

... i . JJ,: .. e don ' i J ave i o settle tr,sl t oday . 
118Ve to se l \.le t oda;; anc lOinOI'r0\1 iS \' .. ,Ctl.el' il i s 
a t • o and a quarter . 

: .•. ;,:;;?? : I tl.ink l haL i. s i L. 

You 

an \\e 

to be 

r :LL: •;,e ,·,i;l llnve t o scHlo lo.e date d teuevcl' 
'it clnl' l \'. i t., ll.e _::>ut lietl y on i he 1-oul'lh •. ar Loan, ,, ,,icn 
ou..;hl to be not l ater t han nex t ,.ee.c. ..e don ' l .• ave t o 
•el l!" it ocay . 1To bell) Lo lloey .· ve ~o su:- tnt ~e"l'ac;e'l 
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Uh. l'!ELL: Yes, because that t;oes in your lit., rat ur•e . 

:'h .. hOUSE: \iould you f iLu r· e your ton- year figure 
lo lhe calendar date or matur ity? 

l!h. fi:.LL: To t he calendar dale , I think . 

' hEPP : You huve C:one t..a t on yout• t\.0 anc a half's . ..... 
COL. PVPC: The!, t.ncy r ould be availacle to your 

co •. ; e rcial ba:~ks at ten years. 

~:. .. ll::.ll: i':e t. lll h11ve to tt·eat this a little 
dil ferently . It see~ts to ne v.e have to say that >;hen it 
.;ot down to ten years as a calendar date , tney could l:uy 
t..em. 

. uo you lliiVe any object t on, 'lcorce? It see.ns to me 
ll oucht to be the calendar date . 

Mh. :,!UhPHY : It doesn ' t scetr. reasonable to me because 
the ter.- year limitat ion is presumplive!y to prevent cornmer
ci a! banks from havi n ~; long bonds in a ft~!ling market; and 
if the mat•X:e t r.ere a l'n!lin· r..tll' t , it ,-;ould be the 
::a t.ul'i ty rather tr.aa, t'"' c::! ~r . .:,.l C:nte tlla l r.as si~nificant . 
~s lon; as it is a o~od r~r,et , ll doe~n 't. J~ttcr • 

. ll. BELL: I \:o'.!ldn 'l worry muct. at:out i t . 

• ~ ... hEPP: (.>pen market is cased on tt.e optional date . 

:~;,, BI.LL: V.e alr.al s tt\ ink l'.r.cn ~. e ~;e t dov;n to tt1ese 
smull coupons everybody ouzht to look at the ~aturi ty date 
ur.ci then the market puts it on the other , continually. 

COL. POPE : Gould I ask you - in r•er;u rd to tHe bas~ et 
I ll~tVe been acivised - there nave been oo many people talk
lot; nbou t baskets, and so fo r th - the. t it hns be~n eenernlly 
lhou~ht to leave out t lte certii'icates; then lthen you 
cor. e to corporations , indus trial oorpot•a tions, you proba ~ly 
have to supply somett.in;: to them hes ices tv.o ana a quarters 
ot· tv o anC. a haliS , if you are :;oing to ge t volume there, 
and tne no~ e •• as suggestec . 

.• 
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One Ol' t\10 indicated t o Jr.e t ,.at tHt t•e seems t o be a 
feelin,; you should restnct Ll.e note f or put•chase by 
tankS rot• si x o:ontns or a year . I r.ould l l ke to say tho. t 
I t uwk lno.t any restl'ict ion l lt!tre is t•ee.lly not of great 
help, because ~·ou a.re only reslr i.ct •ne £ol' six months or 
n yea r . 

I t oi.,h t be tne t b e, a yeo. r from no;·, r •• en i t mi;;:ht 
be just as w~ 11 not to ho. ve D s•tdden cloance in the ouy1n;: 
nvnilat i li ty v;y tne banks, &I d I should thin . .; it is just 
us v.ell, for l1.at reason, t:> h~ve no rest t•i ctions a t all, 
~~~ if you co put restrict tons, it i s uoin~ to ~a;.e e. 
di l.!'et•eJ.ce in the e.:::tount of cor:-~:·ate buyin:; • 

• :. .. E..LL: :"nat su.;.;estion MS ... ade , t tt:lt \'.e t•cstri ct 
the no te . ·;,e ~~~ ve n!id :r.My su.;(;CS t1ons . In soc.e tns tances 
the certificate sho uld be uft 1n, ~uc otlters , it ou_ht 
l o be e.!ini nllte~ er, t i rely and subs l i tuted fo r a no te ; - others 
suc,;est l ro·lt t:oe certifica t e ~u..;h t to be put in only for t11e 
corrorations . 

I t hi nk it Mula be nice to have an expression of lhe 
viev:s of the gr oup . 

:L,, U:VY : · .. ell, I con ' t see any r eason, i f you are 
JOin6 t o offer a cet•tificnte - \,J.ich 1 ll. t nk you snoul d, 
ralnc r tnan a note - I cor.•t see l.uet•e you a t·e .;oin;; to sell 
any notes to incl vic:ue.ls in uny .;reat quet tity . 'file b:;;._.es t 
buyers have been tt_e corpot•etions or insurance co:r;>anies -
even scn.e tus i. ness f i r es • 

..... H1L : You ·:ouldn ' t sell the cet•tifice.t~s to 
tnQi vidue.ls , eithe r? 

'.'''· U .VY : 1 would sell L ~:em Lo anybof.J v,ho wants tJ.em. 

;.!~t . HELL: out I sa~ you Muldn ' l ocll any mol'e, or 
~robably shouldn 't . 

..... L:SV"l : I r.on ' t th ink the;. 1·ill buy very ,,_any of 
t uem, b t I \'. ouldn ' t t•estri ct it ln o.ny 1·:aj . 1 ;-.ould 
lcavo it tr.e .. ·.a~ i t '·as . 

22 

Regraded Unclassified



22 

- 16 -

One or tvro indicated to me t .. a t t he r•e seems to be a 
feeling you should l'estr!Ct the note for pui•chase by 
bankS f or six months or a year . I r.ould like to say that 
I t t,ink lhat any r estrict ion l hiii'O is r•eally not of great 
help, because you are only reslr t cting fo r six months or 
a year . 

It mi
0

h t be the ti3,e , a yea1• from no";') , \' lien it mi;;h t 
be jus l as wd l not to have a sudden chsn~;e in the buy inc 
availability tly tne banks, tu d I sl.ould thin., it is just 
as well, for tl.at reason, t:> have no restr i ctions at all , 
~~d if you co put restrict ions, it is ~oinb to ~ar. e a 
differeuce in t he a::~.ount of corporate buyin; . 

::h . B:LL: :nat SUif:estion V11lS :r,ade, that v.e r•estrict 
the note . ~;e JUl ve had :nany su.;{;estlons . In some Ulstances 
the certificate snould oe left 1n , ~uc others, l t ouo.ht 
\ o be e.lininatec! er.ti rely and substituted for a note ; others 
suc.;est l nut t he certi fica te ou;;ht l o be put in only for tne 
cor·rora tions . 

I t hink il v.oul d be nice to have an expression of the 
vier.s of the group. 

:J,, , I..::VY : · .. ell, I a on ' t see any reason, if you are 
do int; to offer a certificate - ,,J.ich 1 t!.ink you saou!d, 
ratncr tnan a note - I car11 t see 1.uere you ar·e 6oing to sell 
any notes to inc1vicuals in uny .::;reat quar tity . Tile big.:;est 
buyers have been tte corpo1·atlons or insurance co:t?anies -
even sc~e cusi ness f i r ms. 

!. •• -. . bEl L: You ~·. ouldn 1 t sell the cer•tificates to 
tnaividuals , either? 

1.'11. Lt.VY: 1 woul d sell lnem to anyboii:,- VIOO wants ttem. 

1!it. BELL: ilut I say you 110uldn 1 t nell any more, Jr 
i) t•obably shouldn 1 t • 

. : .•. EVY : I oon ' t tnink the~ r. ill buy very 11c8Jly of 
tuern , b t I 1·.ouldn ' t restric t it 1n o.JlY wa~· · I .,,ould 
lea vc it l r:e 1·.e~ it v.as . 

•• 

• 
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!'.• BELL: Ycu think 1~e ou_;h t lo nave a certificate 
lll1d nol a no te? 

:.1... U.VY : ihe t 1s rl~;ht . 
notes and do your refundi ng in 
t• i.nzs LhHe . 

I tnink you could Keep your 
' 44 for some of the other 

1.1.1. tCPP: I tll lllk t11e prob.Letn is one m.ich s hould 
be er. :>!oreci froo the basis of you r over- all olans on 
11ancl1n;:; the Fourth · .• ar Loan . I tt.ink it ties in ver•y 
dcfinite.ly, also, dtlt tl.e quest i on o•· quotas and t r.a t 
ctfecl on lne coney . .1ar ket. 

11' you at•e .;oing to :;o and have you t• .,.,,1ole ciri ve com
L ned nt one t i•ce in January nr.o you include a (;. of I. 
.n lhet•e , ana tne 'it•easur·y t a.<es a sta:1d a.;;atnst i t , 1fOU 
. till have t nis trenenoous transfer of funds t o meet quotas 
ou t o£ r ev1 York, i..nica:;o, and o t m r distr tcts fo r the 
pur ely statistical re• son lhal t he ~ . of I . i s a vehicle 
la t•ou.:h r;ttich they can do i.t. t·: ow, (, ,of I. qttestions what 
type of money. 

Tnere ls a cc t•tain demand f'o1• notes ; I oon ' t suppose 
you s t U too .nany of the:u. 

I v1ould t t.ink t t. e:e is a possibili ty tnat you cruld 
.;o 'l.lont;, ana I :.o:Jld su_..;est tnal you definitely cii vioe 

~·:~ur arive . Put all of the e:::phasis :>r. t •• e i.noivldue.1S , 
ana then ~:o:ne r.i th your sec on<! ~art . I :·-:>uld oo a tM ar.d 
a quarter pel'cer.t oond, ar.d I ro~: ld o~en the last !'at•t of 
Dece."ber . And I 1·oulc seriou sly wns1cer• incl;~clnL a 
note if they rrant it, and alon;: a little later, I Muld 
ct>na1uer an offel'ing of '!'reasury notes to corporations -
1 mean , C.of I. ' s out s i oe of tr.e drive. It statist ically 
l ooo<s good, out you r a i se different type of ooney t han 
lnc eleven 1111a a hal f • 

•: i.. t-ELL: 
ve llcKed t .• at 
fund s":' 

.. 0•1 l d you feel t t.c sa.ne v.uy ttbJnt il i f 
dloc· t 1 on so as to avoid t .. e tran sfer of 
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... : •• ],r.PP : It T.ould lessen :uy ob jection . !!ut you 
juJt car. ' L contin:.~ally have fu.'!os nuUed av1ay just for the 
quest i on of g ivinz quotas - statislic~l o~e rations . 

H. J' . Jh: \.nat they a r e pr•oposlng to 
.<eep1n.; ope ra tion - no t move i he funos . 
fo r instance , v.ants t o s pread a thouSttud 
.. ester·n union office, they v.ill do it on 
t hey won ' t move tne noney. 

do i s a book-
If •:,es tern Union, 
aoll~rs in e ve ry 
the books , bu t 

•.•.• RE.r'P: I t r. inl: t t.e ~:·e::.sur;, sr.ould oefinilel;, ta.ce 
a fir~ stand on Lnat • 

... • .r .• : Tr.at 1s r: .. at 1e at•e proposJn& • :ie .. rs ana 
.. oetuct. , and ' .. ooh.or th - ever:; S\.or·e ..;e ts creci t. All 
r1 .:;r.t , t:i Ve it tO tae CO-'lUnily Oh t r.e tOOks , CU t you 
dor. ' t actually mo ve tne c.one., at•ounc . 

;1,., n . .:.r P : '!'nat v1oul d .;o a long vmy in ansr:er1n1; my 
ol,ject 1ons . You m ow, a stuoy of Lt•esc fi.;u res - of Ll.e 
iJ cues o!' C. of I. - st.o;~ tt.a t a ln r::;e pe t•cen taDe of them 
co , fo r a time, anyv;a;, , stay outsico the bar kin:; structure. 
!lui Lr.e t•e probably is a certuln demand for• a note in tnis 
n,arltet . You d ll reacr. a dirie1·en i type of money, and if 
you .:;i ve t .em tu~ o:portunit~ io tuy a C. of I 1~:ter , you 
n.~:y nave tr.o craclr s at tv.o Different tnes of ooney . I 
1·ould seri ously consider ci vor~in~; 1. . of I. 

, . . -~ . BEl L: You would? 

... u .• l:EVIr:E : .. bat vas tna t ln s t? 

·: .. . l.EPP: I r.oula seriousl.t conskct• d1vorc . ng t:.e 
'" of l. it•oJ. tr.e drive , for e vet:ycooj ; ar.c then ,;o ana 
,,,u .. e a t. . of I. offer• i n.; \',llCnevc r you ne ed tae oone3 -
Febr uary, ... arcu , 11p1'1l , .. ay- -

:1 .. UuiS : Coni'i.ne the ope ratton to corporations? 

... . J,::PP: A non- t;nn'r.in., oflur•i n.:; , unless "'OU see 
reas~n o cr.an~e ;:our opinion at lne iL •. b . bu t I r.ould . 
lt <e ~o P~.rha:;ize a.:;a in • hili I 1 011 l d ;•eorcn tue out3t anol!1C 

24 
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t r1o ano a nal f , and not cr eate a new two and a half. 

ll . l . Jh : You would eliminate t he C. of I. er ti rely? 

fL. ltLPP : From the dri vc . If H is quotas and !ar•ee 
fi.;urea , tlten it should be incbded ; lf it. is a type of 
:noney, und spreading your f i nancln" over a Jlel'iod of time 
and z•cnlly put tne e::~pnasis i:l .;ettin~ lJte t;rpe of mo:1ey 
that is better in t t.e lon.:; run , I IOU!Q oivorce it fl'O!J 

25 

the drive . • .. 

. : .... LE\': ~· I tnink I a z·ee ;.Hll t.erb . I tuink ;,rou 
s11ould clioi:J·.tte tr.e 1.. . ? . !. ' s J'ro1 lnc ciz•ive, because to tu .. ve 
a crive v.ere you are borl·o· .. in- .r.one:f for one ·:ear, sce:ng 
l ,ese hu_;e subscri!JtiOns built~ up I•S.en to ley uon ' t ..teen an:f 
t.nn~; - they end ri:;llt hac:-: up in U.e ooen rr:az' ·E t a.;ain -
1 th1nk il is a 1.aste of tL .• e . !io1·e ?ressu:oe siloulC. be 
put on the t tu•ee series of bO!•ds you i1nve , plus a tt·.o and 
a q..tu l'tCI' ana a two ana a half to the ';lUtlic , 

1\S l'ar 
tl .cy suould 
lue ha:.ks . 

as i .. e 
have a 
!.OW it 

c;o z•::>o••a l Lon a u t·o concerned , 1 tnink 
c: • .,n ce oi oul·in.; L. . of !.' s , and also 
is na."lc!led, I l ink, i s i:n: .. atel'ial. 

J •• • uPP: You con ' l neee a dri ve . 

• ... ... .. !let co ;,-ou lnin~ o•· a note ::or the or i ve? 

...... ~. [E'JL;::.: : c i~c:v in 1als , 1 nor. ' t see a.nj~ _:-ur:-ose 
:>! e ven ~oi:1.; after rivc- ;•eP.r ::IO:te. . J:ou ar•e .;i v n_ tz.eo 
lnree aeries of conds , ana • 'u aJ•e .;iVln.., be~ a t-:.o anc a 
quarter" snd a tr.o ana a t.alf, tt:.d t1.a t is t:.e .dna of uoney 
you really \,ant. 

! .. h. :o.EPP: ,as it a note lt.at .ou \·,oul o con3Laer for 
inc i victuals , too? 

. . ~ rEVUE: I v.ouldn ' l :>uct• ~n~ inutvioc.'ll s a note , 
"'l l I ro,tll'ln • t ca.z•e v;he t r.e r you offct· ~d the cor•porati'lns 
a note, or not • 

.. .. :!fP : I j 1St ,:ion ' t .<r."' · 
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.... L!:.lfi:lE : The .tar:Cet coulo use s~;wetl.1n.; 1n tr.ere • 

. : ... flEr L: ... upposint you combin ed the corporate tm d 
indi vidual drive . 1 don 1 t ;ueo.n in the sense thut you don 1 t 
emphasize t ac indiviauo.l 1n t11e first pa1•t of t he d r i ve 
•rno the n .:;o in to the cor:.J:>t•ate end , but suppos i n6 you com-
\ ine it for lne tJUI'fOSe of over- all national t otal. ' .. ould 
:rou still hnve t11e note in s:>.;.ct·me du1•in.; the orive, 
either 1 ... e:1 you em?l\esize il:e cc rporate enc of it, or ~ . ou ld 
you rathe r• httve a certificate for tuat purpose at tr.at 
t~e ? 

• • u .. . : r:oulcn 1 t co::~t ne tne ciri ves • 

:. • • !:< •• LL: 1 a.:; sa;. in;, SU!)nosin~ r.e cid 1•.ant to com-
tin e, sa; , till over-~11 tobl !'or lne nation? 

.th. OEYI:iE: 1 r.ould ratt.er put a note in there tnan 
a certificate . 

:u~ l\EPP: I agree dth Cm•is on tlrat , vritn toe un<ler
stand int; the certificate 1.Ul cor.1o alone later. 

:Lt. t.:::LL: •• e can issue tl\e certi.ftcate any tii1e , In 
\.he d r i ve JOU ou.;nt to r.ave a note if J OU COLlbine the 
cor porate ana inaividual as one . 

COL. POPi:: : I feel very s lron~ly t.ut t oe dri ve sJould 
be tr.o or· fr. ree v:eeks, o.· r .. 1aleve1• lengt n of t1me, ror 
individlals only fro::~ t l.e sta1dpoint or sales l.o inc;ividusls . 

:i . . . JR: .. oat r:oulc you offer? 

CJL. :'OPE : I r.ouln like to sut:_;est f or· the incividUills 
._lVinz tllem E, F, G, C1 s , ano LI'.O ano 11 qua1•ters , and not 
the tM and a tralr 1 s , l'or Lhe r ea.lon that I an a li t tle 
afra id :>f t<.is t v.o ana a nalf mnt• •ct . 1 fe el tltat t !le 
two nnd a quarters are somet:.ine ne l'. , (lJld I t ltink to inoi
vid•Htls i. l. \-.Juld be just the l1.o a!ld a ll!llf 1 s . B•lt ;.hen 
i l oor..es to the ins 'J l'ance comnanies, 1 ·:no\\ l'.' .at they 11an t; 
they ¥ant tr.o and a nlilf1 s . ! t ... n, tnat if L e d r i ve of 
ind. vidua1s e:Jced , ~:.ne t hen you l.ook iL up v.ith insurance 
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co::~pw1 ies 8.!10 bMks, 1 tt, nk tOI\ t Ol' l ve could oe t.1en 
ta~cn l'lith a much less or<;ani.zaiion, sucn as you rou!d 
hove I'll til ina t vicuals , a nd ii coul o come r ic;ht a~ter it . 

And I v.oult eliminate i ne certl fi cates ana you crmld 
put the note i n, but I don ' t i :•i nk that cr oup would be 
necessarily as anxious to have the note . 

! su.;..;est, t:.e!l , a litlle later dnte tne COL'POI'a!:ions 
co:ntnt; in t1,en, 1:-eca•Jse I have felt tl.at you .rnov: a little 
lit more about ''"tat kind of a drl ve you wan t, MO you :.a ve 
the corpora lions separat eo. 1 ,·;ot. ld i;i ve tnem, then , a 
certificate at that ti:::e ratr.e r• t:!an a note, ana t:.e ti'.O 

-tnd a quar·te rs ..nd, if necessar•y, tr.o ana a half's, al
tllo:.t.;n I taiM t hey v.ould te less apt to ouy tr.o and a 
.1alf ' s . 

l! . '.l.JI<: J ust t o •·efresb m:1 memo r y, lieor::;e , I nave 
hear d so many people t ua t l am conwsed - r.nen you iellor.s 
started in t hi s book, v.r.at di a you people recom;nend as to 
the numbe r of weeks , and so r ortll . 

:.!, .. l-iA.\3 : ',;e nave ;;ot several proposals . 

u . ~: . Jk : Gi •;e me the one you recO:a'llended. 

!.ln. :!AAS : I think :;he on e that we r.ud the :cost oro 
arJuments for was what we called a three- prong dt•ive, • 
very si'llilar to the proposal • .r . 11epp :nade, except rn s 
1ssue of certi ~'i cates ; l':e v.ere t;oinc to incluoe tl.at open 
i ssue in the over -all figure . 

1-: . ; •. m: Let n.e put it difl'e t•ently where 1 a:r. c 'nfused. 
I have a~out ten memoranda 11e re . \'.'e ;-.e re G:>in.; to open tho 
dr·i ve fit• st for two or t hree weeks i'or indi viauals , and 
tnose l.ncli viduals r:ere ~o in ,:. to be oi J ered ~ . F, aud G 
Trcusury savin~s notes • 

• !,,, '!.<AS: T1-.o and a quarter o.no 11 hall' . 

.. : .. .. 1:.: And no certific.te i n t 1.1s t~<ing . 
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:.: . • 1.i.AS : I:o t for i noi vid•Jals , b>.~ l certiiicate incl uded 
io t• tne coriJO ra t e secl or of lne drive . 

h •. • Jit: Tnat r.ould be t he fit•s t t 110 or tnr ce M eKs . 

'";" .J<!IS : I n en viouals • 

. :::. ,li\ : ~nen :. , F, un c G Tt•easur y s avtnc;s note s , 
lr.o anc a quarte t• a.~c! t r.o a1.d a 11alf; and tnen v. .. at ever 
the l lttcr par t of tite dr i ve - tJ,e last 1.eek - co.T.es tn
suranc e co:u;>!lnies and mutual sav i.nt;s banks . :s tua t r i;:nt •t 

:.~ .:.\L: Wid ot11e r cor por-ntions . 

·' · • . !], ; tlut in this ;·ou hi\Ve .;ot the seven- ei., .. tns , 
tho tv.o and a q;ar t er , und the b·.o and a half • 

.. 1.. ...ui3: T r1a t i s r i,;hl . And then t he t•e was a.'l other 
pt•opo3nl. 

.• 111 . RElL: 
are conti nuous . 

Plus t he Tr easury notes , O.i co 11 r se, v:hich 
Savings notes ar e on continuous sale . 

H .J~ . Jh. : Aren' t thOse tile C' s . 

::. .. EiLL: Yes , s ir . 

:: .:· , JK: ;;ow, to clar i:;; ny orn thinkin:; , tne only 
<!i ·· et•cr.ce i s , I .;ather, t •. u t t~aese .:entler .. en ner·e are 
i:tclined - if not , they can sa:; so - to nave the ::':.rst tM 
or three weeo<s o:' the or1 ve for t ne incL v~cuals , c.inus 
the sever- ei.;nt hs ; but Yhen you op.n uo to insur ance 
cornpun i es nno evHyoooy else, t hey stih r.o.tld !eave i ue 
seven - eit;hths out. 

'.:i\, ltEPP : 'i'hat i s my i'eeli n.; . 

:.:... l:'E'IIJ\E : I a on ' t l lti nk it ma e s an a•if'ul lo t of 
oiffe t•ence . I v.ould as soon put tne se ven- ci.;utils i n • 

.. :.,, BELL: out you ·.-oul c. ,, ... ve a short secur it~'• either 
n seven- ei.;cths or a not e . 

,. 
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!.!r,. Dlr/I tfE: 'i'hat is r ilht . I tinni< for corpot·a t ions 
you \'.ou l d have t o iu~ve either a note or a seven- ei;ht hs . 

H . :.~. JR: "e t ested t hat l ast July wl t h a couple of 
hun<~ t• cd teleera::~s . I don • t know - two- thi rds of them 
\',an t ed t he seven- ei5llths . 

•. \,., LEVY : ~ne corpo!'a tions and business people v.oul d 
r.ant them • 

• 1.!: • .r., : 'I hey don ' t ~.an t the note . 

COL. POPE : I don ' t think tl.ey ~.ruld take i t. 

29 

:;.,, L:..VY : I t11ink tnet·e at·c a lot oi people in tusiness , 
indi viduals , partnel'ships, and so fo rth, \',ho have some 
money l yi ng a r ound. They don ' t \',ant to buy any lon5- tc r:r. 
stuff . Jus t becaase they don ' t happen to be i nco!'porat ed, 
they· shoul on' t be lef t out . 1hcy woul tl ha ve lllOney .b l' a 
s,,ol't in vest ment, too . 

H, ,,: , ,TH : I tnou~bt you wer•e ~;o1ng to elimi nate t11e 
scvcn- e igl.t hs ent i reJ.y. 

!\.<. hEPP: That r.as my impress . on . It v:as bas eo 
prb.ar ily on t t. is tl'ans fer of l'uncs fo r statist : ctd pur 
roses . You say t~. .. t 1"111 be over co.ae , t.u t J. still tuink 
1t is not a bad ioea to in~lude a not e in that cor porate 
f'O t•tion o:· tue !l l' LVe , eli:ninat e tne $even -ei.;zt t ns ::no .;o 
tack to tne ::-.ar.<et later r !th ~,our seven-ei~htns secur ity 
for a cash offering. Yoll don' t need a orive • 

.! ... BCLL: Ee is jus t eliminutin.,: tne cert ificate 
f1•o;n the dri ve. 

:.lh. 1\EPP: ~i ot from the money com1ng in the Treasury, 
out lor tne dri ve. 

lt .... . Jh : Supp:>s i ng v.e keep the seven- eight hs in, say, 
fo r the last 1:eek of the dl' i ve, or the Uur d or fou r th 
r.c,;c . Ar e you coi ng t o S >J) to in 1 vicuals , 'You car. ' l 
tuy 1 t ~he last v.e e~ '' ? 
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.~i,, LEVY : i'!ot as far as I am concer ned . 

1! ... \ , Jt\: !tO\"/ are you &Oing to keep t hem? 

.lh . DEv:· E: You c·>n ' t keep them ft•ozn buying it but 
you are dr i vi nG after some figure before you have it in 
there . 

30 

_:, .. ::u . .P::Y : Included ln the quota - but we r.ould be 
~;.lad to sell 1 t t:> tne:l and include it in the over-all .• 
quo ta • 

... :: • • JJ<: You ne•.n you 1·.on ' t ,.e t crcdi t? 

'f.itJ'r:Y : ,;o credit fol' lhc in<!ivicual. 
OHO • 

• t 
l ! .. . 

1-i . :~ . Jl\ : ';·ha t i s wnat I have been trying t o fin d out . 

'.u• .. LEVY : Shouldn ' t be i n a !]\IOta as far as i ndivi 
duals are concerned . 

:.! .• ~.AAS : You have had so L1Uch to r ead. 

ii .. Jlt : About ten t .• emoranda. l'u t toe i.dea is, it 
,\ould not be in the q'.lota , but i f a fellow 1.ants to buy 
it, llll r i.;ht , !:ut lt.e State or c'>unty .;e ts no credit. 

•.: ... L:. VY : S:toulon ' t be in the quota for the · .. ar 
Finar.ce Co:r...ittees . 

;:: :.Jh : ::r. Gan1:le is pPrfectly d11ing to leave the 
cerlificute out e~t1rely . 

i:.~ L:"VY : 7hat is all ris;:ht as fal' as v;orkin6 is 
concerned • 

... ' . Jh : uut not to have it i n the ari ve at all . 
ut then 11e said he l':ould like l o hsve a note . 

::... t::.VY : I car ' t see tHe note an:;le. 

t 
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· • : . ,r!. : .icre is }a ... ole ' s {'iamble ' s ... e...o ranciu:n 
h1nilei! t o be!l) . 

!L. !1!\AS : I summarized at the hottom, Dun • 

31 

• ~ t . y rt· .•.: I \"/Ouldn ' t make n lot or fuss about selling 
the se vcn- ei.;Hths and boosting fi~ures , because it is an 
c a~y t .• n;; to sell . \1lletnel' you n~tve H on sale at tnat 
tlt .• e - if I had any amateurs en.;aJed in the dr i ve , l ~~ould 
t ell l•l!l:l no t •• : nc at all. Tnat is a 1noney-.J!1r .:et operaLon 
·md uo t a dri ve oreratton . 

.• . . . r,,; H tney t·.ant to buy i t - -

~:.h . L.:.VY : That is O.K., but it sho uldn ' t be ,,,.rt 
o. b e quota of the .. ar Finance CommHLce . 

h . :~ . Jh : Toere should be no pressure. 

•/.J( . ),:Uf\PHY : Part o l· the corpOI'atton quota , but not 
lite lnr1 i viounl. 

'ln. kVY: If tney a l' e ~oinB to ~_;i. ve t11e corporat i on 
a quQto. • .. 

E •• Jl: : Has anybody t old 1/0U I• tal r.e arethi r.king of 
.:;oint, after t his ti:::e? • .. oula yru like t o :<nm·.? 

1:.1. ,_ 'F: : cet•lair.ly -;-;ould • 

. ~ •• JJ.~o: It 't-.oulCr. ' t Lore : ou? 'he are t~lling of 
~ourteen billion • 

.. ; ... ,,...,u;:;E : ',\ ould you spli t that up for t he public 
ln uny I'•IIY , Ol' just fourteen Li !lion doJ.la rs? .lave you 
am.ouncec1 a fi&Ure for indi Vlduals? 

H. • , ,Tlt : l•hntever r.e dlo lo.sl lime • 

. ;n, ••~JSS : l.1at ns five billi on ln~t time • 

•. . . n. : 1hi s t! n.e ~;e a ;-e t a~Y.in& f i ve end a hal f . 
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.::,, .,JIJ$:!: : 'fha t sounds t:ood - fi ve n:td nalf. 

L ... Jl, : I think we ou.:;ht to announce tl.e individuals , 

.1. •• LEVY : The idea I'. Ould be to keep the inci vidual 
open fo 1• two 01• three wee :< a, 01' two 01• t •r ee t·;eeks plus the 
!'est of the dri ve • 

•.. . :. Ji .: It roul d be open tue Y.uole t ::ne. Let ' s say 
be cl ri ve r.as four r.eer: s; in t!le first tltr ee weeks 1.oulc! •" 
be indi vic•.al s . 

·:... LEVY : Then tney ca.1ld sti 11 buy the:n. 

h.l .. ! :.: On, yes . but you ~;et a t:ood head- start and, 
say, t t.e last l'lee/: ·:.e v.oulc huve i t for t lte banks . 

:!: .. hl:PP: I t\ould still leave t he seven - eighths out . 
'!'hat se ven-e i,;nt hs money is available to you at any t ime . 
'.;1;y pay interest on it for b ree or four nonths? 

H. · . Ji1: Tne fou t• or fi ve-year mone.i' 1:1arke t i s starving • 

..'ut . :c;PP: In the b11n~s , certainl~; but also anon::; 
certa 1n corporations . 

• J .• U:VY : They are ;;iven souct .t in~; on ~ne re fund of 
the t;uarantees, and t uin;:s like tt.at ; I 1\0ul d save it 
for lhe:n, fo:• t hat , Of course , tLe ba.'lks have most of t hat 
sluff, 

.1 ... Jr. : J\s far as I am concernec , this has been very 
helpful. Do you {Bell) 1·;ant to talk to these men sooe 
mo1•e? I r.oul d like to talk to my Ot;n people a fev: minutes . 

:.ih. hOUSE : :tr . Secl•etary, ooulcl I raise one n.ore ques
tion, because I tnink i t i s pe•· tinent, and we Jtave t hese 
:nen I ere? You have a maturity or thr ee billion ei.,;ht of 
cer tificates on December fi rst , and four hundred and twent; 
one :nillion notes on I:ece::~ber 15,which ~<~ill nave to be 
taken care of; and I see no reason , L1yseJf, wh;,· t ney 
sh'Uldn ' t ce coop1eted , refunded . And I rres~e t ne opera
t 'on , 11' vou a1•e -oin~> t o do it , t.ould be done :1ext ~·. eek . 

• u 0 
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':'he questlon has come up , fllld I ~tendered •;;nether t nese 
n.en r~ould think it :ni;ht be deslJ'able t o offer a oouble
barreled excnange of a certificate and a note fo r t l:ese 
tv.o 1111d t;et some experience with the corporate inter•est 
in tile notes versus certifi cates , v. r,lch mi ,;ht not be pe r 
n.unent in setLng up the Fourth \,ar• J.oan Dri ve , bu t cer
tain!~ for tne one follov.ing would t:. ive us son.e expe r•ience 
statistic ~lly over tne interve~in£ months • 

... :. Jt(: :live the people that choice'! 

~ . •..• Jit: vf t a.< in.; et thcr r , at they nave r.o1:, or a 
note? 

:'1·.. twUSl:. : Yes . I a on ' t see any r•eaJon i or pa~ iuz 
those off in cash. You nthe .;ot to borr•o1·, t:.e money to 
?OY them off, anyv:ay . 

23 

~: h. UhV I.• J:: : 1 l'.oul d turn tnern all in 1\ith the certifi
cate a..;a!.n . I v.ouldn ' t sell a note i n tner•c , v.hen you 
have n dr i ve coming on ten days later , or thr•ee weel< s 
1a ter . 

l!i .. iLiAS: You ·,;ould mop up so:ne of the funds . 

n .~. Jn: Frankly, I don ' t like to exreri~ent 
wa~ . You get another black eye lf it isn ' t .:ooci . 
1\0Ulc Jt.ucn rattler , sor_eti:;.e v.nen 1·e have to , sell 

in tb.a t 
I 

a note • 

. k . l\h?P : I t r.ink I defin itely 1ould ; ra ther tnan pay 
off tile Lecember, I v 0 1 l d sv.eep l herr. in oecnan icnlly. 

HI\ . !!:U fJ'hY : They nave a vct'Y peculiar dist t·i but i on, 
~· r· . Secr•etary , t hese exempt securlbes ; and ulthour;h the 
type of securi ty, apa rt from 1 ts t ax exemption, you 1·.ould 
thi nk 1\0U! d te mostl:t held by bn11ks , tl.ey ar·e not . Two
t ni r•ds a!'e ht ld outs 1de of the •reasury sur vey and presum!J
t!. vely ty people hold i nb t het .. because they ue tax exe.Jpt 
nnci noL interested in chan~inc for a taxatle secur ity . \ te 
are reco®.end ~ne they be r aid in caJh . 
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::.:~ L;;;VY : I tnink most of t nern woul d pa;· cash • 

• !: .. LO!.,E: !Jon't you thi nk a considet•al:le portlon 
i s helu l>y cO!'por at \ ons , now? 

:.:.t. B J I : About tr,o- t hirds outside of the banking 
sjs t em. 

'T.'e nave been rollinc over t11e cet•tii'icates . The 
question I raisec wt tb cob tne oth( r da~· is wr.etr.er v.e 
o~~uht to s t art . .J.xing cer tificates and notes. You could 
do l:et ter t •• an any aliter on t..is one becaus e the rates 
are lo1<: . I 1.oncered ~.hether Y.e snouldn' t keen t lle!Il on a 
separ ate opet•e.tion . -

:; .. : . J:. : I •;;oul <i, J>ersonally, just roll t hem over. 

CO L. POPE : At this time I would . 

!l .. i . J": l• ow we nave c:ot so many Lh i ngs to do . I 
can 't have any more balls up in the air at this time. 
I will drop a couple . 

f'ou r 
very 

lb. BELL : \,ell , we have t;o tter. to t he point wne re 
nuncired mi 11 i on collars to pay off n.a iuri ty isn ' t 
much in our poc.ce t l oo~ any :uot·e . 

1.. " , JR: 1 acn ' t ;.ant to start ::~onkeying .,.ith this 
t hin., . I r.oulo ma>;e as 11 tt:!. e fuss as possible . 

~.r~ L:UrtPHY: The pressin& thtn;; is to pay o:f the note 
and r oll over the security . 

24 

!,\!( . U.VY : You nave .;ot the money in the l:ank, anyway . 

\:I,. VINEt.: If only a small proportion r.oul d be offet•eci 
in exctumee, 1 wouldn ' t offet• i n exc~.angc . I t doesn' t look 
\',ell. 

1.11\. BELL: ,,ell , r.unt the !nui v id,~al v.ould oo, no 
cio·lH, 1.oulo be sell a L.ece, tie r ' 5v nJ te for tne r ights. 
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.. !, .• LEVY : but some or t hese rich fellov;s I'>' D ' t even 
dO lhflt , 

!~ . i11PP : J f t his sixty- odd pe rcent ova r a period of 
t he l ast year, e. fai r amount or them co1ne from the i nc~v i 
duals and £0 bac6 to corporations . I look a t 1t as a 
oractical thing . nere you t.ave i'ovr hundred mi1lion 
ooH a J• s tnat you aa ve to pt:.y off , \.hy c.:n 1 t r:e sweep i t 
r.!l in on e ooerat i on ana :nake l t uU 1.o . of I .' s and clean 
1t up'i • 

;:.h. 1\!:U.. : "?ou coul d . ' .. a tever you could 6et out of 
f:tu r h•l~c!red million ·;;oulo seve our casr. oaiance t o t .. at 
extent . I aon ' t see any .;reat r.ar:n in it . In tne fi rst 
::lace, i dH1ll 1 t tninK r.e ou;;nt b Cll X cet•tif'icates and 
noles ; v.e ou;;nt to ~eep t hem on a separate basi s . 

j.!;,, VG'll:.k: I aon ' t tnink you ou.,ht to exchan.;e 
oifferent tnings . I t11inK a tax exempt , now, is a\ holly 
dii'fe1·ent security fpora a non-tax exerr,p t . You aPe chang 
ing two t h ings t nat aPe not lhe same apea of 11\e r chandise -
a on ' t na ve t !Je same buyers and clon ' t serve the s ame pur pose. 

UR. BELL: The tax exem?ts are ~oin~ out on December 
15. 

~!J\ , vn:.:.rt: Tni s t u Pn- over you sreak Of tcee.ns t nat ln 
t he .. .ar1e t tr,ere is a lot or sr.e.ppine m d excnan;;1ng • 

• .L. ,<EPP : I don ' t care nuch , ::ne v;a;, or the ot ner. 

i:. :. Jii: \'.nat do we p!•opose? 

:~ ..• BELL: Just to roll it oveP tne t h.ree b11h on 
eight .naturine certifica tes and pe.y o1'1' t ne four hULdred 
ml.llton aolh.Ps maturing Dece,,bc P !Z in casn . 

ll .!...Jll: Tne.t is wr.at you spoke to me about . 

:· ... h:.l L: You said tr.at sounaed u!l r1ght at tHe tiu,e 
J sro:te to you aeout it . You coul a trln- in t he fou r nun-
c red c. !lion Oil.Ua Ps as a "C.J't of t.oe ,.e~una 1 n.:; on i-eee _be P 1. 
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It l.sn ' t a bi.; su:!! . You coulci. ~et oet•tuinly uaH of t11e:n , 
und you mi:;ht get tl·.o- t nirds that at•e refund ed. ,,e could 
co tna t. 

H ..... Jh : I wouldn ' t fu ss wl.tll it . 

,;., , J2VY : You ;.ill make i. t very hard if you are 
~oi n..; to roll them over on J:ece1arer l'l rst , l ecause they are 
due ~ece~ber l b . 

.• • • Jh: I would pay off the four hundr td mill 1on, 

:!.. •• r:LL: I tt.i nk rierh is ri:;ht . It is really un
l:~~ortant either r:ay ;ou Jum!l · 

! .•. J.tt: I sn ' t t r.u t Tuat :,ou rant us t o C.o? 

.... . :U . .PiiY : Yes , sir ; uno t hat is t he fi r•st step. 
'rt.t< t is r.hat v.e have leen aoin.:; • 

.l .!:. Jh: I a6reed 1'.1 tJ1 lhis once . 

1b. BEll : 'i'r.at i s rignt. ..eJ.l , r.e naven.' t a.Ilnounced 
it ye t, so it could be cJ.an~ed • 

..:=i. 
~(IL , i'OP::: : It is a ver~· winor ... a tte1• , .. !'. Secr•etatj , 

Nt I a:t not sore tt. • t il :ni.;ht not ( 1'01' a little bi t , and 
I don ' t knor. the solution of it, ·q.ntt . Ins:trance c ·mpan es 
outsioe ol the ~t .. te of :;er. York, ana l lh1n.;: it is conllned 
tnere la1•.;ely, car. Lcrror. to ruy. The~ to. ve 'leer. prr-.tt t ed 
to .:;o ahead ana co t1.e equivalent - .;et so:!!eone else to 
t uy, uud then the~ t u;r at a later tire . 1ne result of i t 
i s , 1t ts a :;; retty attracti ve tain._. for i nsurance co:::!lan i es 
to oo, oolnc it that way, becuuse it renlly r esults in t he 
use of lneir credi t in .,;e t tint , at a later da te , a secur ity 
at 9. ro int - VIMteV81' it mi·;n t be • tJelOI\ the offered pr·iCC , 

I was not sure r;hethe!' t1 o.t mi~;ltt not be ..; rov.ing, and if 
lt i s ..; rov i n;;, tt. en it does ur sot y0\11' CtUC'>btions from 
the s tn.nr~oint of v.hat t he ins\u•ance com:-11nies are .,;o 'n~:; to 
t uy next h r .. e, 11.1lO it also oo es ta>'e a certai n "'':lount of, 
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t•uyin_; !'Ov.e r of tv1o and a Mlf out of the :nal'<e t d•Jr ing 
lr.e i n te l'im perioo . 

h . '' •. rR : 'ft1a t v.as b1•on.:ht to my at t ention and the 
.. . ' , J\ , is f1 lin.; a rJe.norun du:n on i\. , 

37 
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FINANCING 

Presen t : tlr . !:Sell 
Mr . Rouse 
Mr . Murphy 
Mr. huas 
Mr . Viner 

Novei!lber 1'1, l\143 
ll :au a .m. 

H.!I. Jit: 'i,uat I would like you to ao , if you 'IIOUld, 
is go over now and try to sell t nis to your boss, see? 
I taKe it you (house ) are enti r ely sutisf1 ed? 

1th. hW SE : Yes, I am satisfied. 

H.M.Jli.: All l'igh t, I am satisfied. All I want to 
do i s r aise my eyebr ov1s. 

Mh. RWSE: Well , I t hink t he t hing worked out, in 
the way it was done, per f ectly satisfactorily. 

H. :.t , JR: Well, they have ~ot nothing to l ose on t he 
tuin~ . They have got the feellng t ney are t;O i ng away 
helplng t he i r Government fina nce the war. 

UH. BELL: Tnat is the impor t an t t hin6 · Tney feel 
they are r endering a real se1·vice to the Treasur y . 

MR. VIIiER: I think they are {ler1'ect1y right and wi se 
in saying they don' t want any prof1t out of it. Toe amount 
of profit in it i s s:nall potat oes fo r t hem, and tnis uy 
they can get prestige, and t ney will get all of t he com:nen
dation , I hope. 

H .~! .JR : After I am on the farm. 

:.lk. VIJ.Iih: And i t may pr event ratuer a nasty discussion . 
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!!. • .JI·. : I tnink it 1s a n1ce solution. 

;,;, .• i\l!.LL: I like it mucn bet t cr . 

H •• • JJ(: i\ow, one second : Please come in he re 
at a quu:• t er of t hree wi th a memorandum of what tne pro
.;t•am i s, you see . I can say, "Tnis i s v.nat v;e ape pt·o-
posin~; . " 

. .. t-..L: : You v:ant that on tl\e bas~e t , and evet•ytni n(? 

• r ••. • Jl\: Yes , at e. quartet• of three . And, please , I 
r.ep t Ga:r.tle fr·ou: .;oine to • e\'1 York so he c:>ulC. be consulted 
today. .>o if :1ou people v.ould c o:..e i n at a quarte r of 
tnree 17i t.h a ::<en:.orer.aum for me - I w•n t the vot.ole \'.Orks -
the r ... ol e bus i ne ss . And don ' t sprint; anytl-ine; new on me 
like this re funding , a.:;ain . 

l\.t. ,.,JUS:: : I d1d t hat . I didn ' t know oi' your conve~
oation , 11Tld because it PeJ.ated to :hi s pt-oblern in not es i n 
dl'1 ves , I thout;nt tltere was some experien ce t nat could be 
gained by it , and it mi_:ht be worth consider i ng and talking 
about • 

.l . . .. H : You can .;ive hi:n an office, can 't jOU? 

:: .•• !l:i:!..L: Sure can . I think t his is all to the .;ood . 
V,e !>.ave nad sor.e nice confet·er:ces this r1eek, I t11ink. 

::.h. :1AAS: :lice ana long. (Lau..;bter ) 

... 

m,. WUS!. : 1 ;;ould like to say tnis, Mr. Secretu-y , 
with r espect t o t his ; r oup aown nere th i s morning, that I 
tr.ink an intimate c on~erence of t his kind, v.:.en you g1ve 
the e i'fect of lei su r•e and i nte ,·est, is llne of the .r.ns t help
ful lhin~:: s that can nappen to the n arl':e t , because t hese 
fe llows r. U l just s pr ead t11e atmos phere all oveP t ne country. 

r! . .... JR: I nave .;ot no t nini; to do t uese da:•s. I a.m 
at ialSilt'e. tLau.;llteri 
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·'" :wJ.3E: I knor. , but you r·e:,,e,~be r, you nave oad 
citfi'l ~ulties - vm.en ,,.rs . ~:orgenthau was so i ll, you r1ere 
strained ana t1me v.as short , and so forth . out t he atmos
~''' l' e th11t this creates l S a most 1mpor lu:, t 9art, psycho
logtcaHy, ol' tne maPke t . 

40 

11 •. Jl, : And they are av.ar•e t no t I am at ease; they say, 
" .. lo ,•e;eulnau is not worl'ied abo11 t anytulllg . '' 

.t 1·.: 11 let 1.ouse do my ~~o,•ryint; . (Lau~ntel') ... 
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·:.~ h.Ju3E: I knor. , but you r• et,tember, you nave nad 
oLl'i'lculties - when t.:rs . ~!orgenthau was so ill. , you were 
strained ana tlme was sllOI·t , and so forth . !lut the atmos
~r. e t•e tht~t t his creates 1s a tnos t lmpor it~I•t part , psycho
l ogLoal ly, of tne market . 

40 

h . , Jl\: And they are awat•e t na t I am at ease; they say, 
" •·lo r·~entnau is not wor1•ied about anytnlllg . '' 

! 1·.:11 let M use do my r:OI'J'yinc . (Lau~;n ter) 
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41 
llovember 1 7 , 1 94} 
12:18 o . !II. 

Hello . 

Mr. Young. 

Hello. 

Hello. 

Phil? 

Yes, sir. 

How are you? 

I ' m very well, thanks. Row are you? 

Very well. 

I ' m delighted to hear it. 

Phil .•.. 

I hear you had a good trin. 

Very good. I •·1ondered lt you oould heln me 
out a little bit? 

I'll do anything I can, air . 

I' m making a talk tomorrow ni~;ht in New York 
and I ' m talking about these 500,000 Enfield 
rifles which we sold t o the British right after 
Dunkirk •... 

Yes. 

.•.. and which you r emember. 

Right . 

Now, could you -- do you remernber, or could 
you get for me within o reasonable time, what 
pro?ortion of the total rifles was this tha t 
England had after t hey arrived over there? 
I remember t hey once told ua but -- that t his 
represented, I know, s very hi gh oercentsge. 

All ri t;;ht. I' m sure I can £;et a line on that. 
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Could you? 

I ' m sur e of it. 

Do you t hink you could do i t wi thln -- by 
today? 

Oh, my, yes. If I oan ~et i t at all , I can 
ge t it very, ver y quickly. 

All right . Vlell, now, when you ge t it would 
you mind cal ling back Fred Smith in my office? 

Fred Sm1 th? 

Yes. And then there wa s another little thing. 
All of the r ifles that we sent, as I remember 
i t, bad a l i ttle-- t hey oa1nted them with a 
l i t tle red circle around them or something. 
They tol d me that wa s to di stinguish t hem. 

I don ' t r ecall that. 

Yeah. You mi ght ask t hem t hat. They a l l had 
a little tag or red circle nainted on them to 
show t hat t hey came fro m t he Uni t ed St a t es. 

Ri ght. All rieht. 

But as I r emember it, thls re~resented a t 
least a half or t~~-thirds of all th~ r i f les 
they had.' 

Yes, or even hls her. 

Or even hi gher? 

Yea. 

You see , if I could get t hat it would hel~ me 
in my t al k . 

I oerta i nly ~~11. Deligh t ed to. 

Ho~e to see you soon. 

I ' d like to call on you one of t hese days. 

Any time 

Thank you. 

Good bye. 

j ust give me a rlng. 
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Lunch a t the Secretary ' s ilwitetion 
!loveo1bo r l ? , 19~ 3 

~resent.: Secretacy LorbeDt.ilau. 
Lord ,;ol.U'ax and . r . ,;aley 

of the !lri tish Treasury 
r r . llhi ta 

Tho {;l'OUJ> was called b)< Secretory ! .or~;ent.hau for ,;he purpose of 

dlecussir~<, w!".at could be done abou t the <>rit.ish dollar position. 

~nll!ax be~;nn tho serious parl of the conversation by ate •in., that he 

i~&d Wor.-,tcd Sir John ;\J1dor:;on at Loudon of dis convereotion with 

Secretary :.orgont hau. He said he bad wri t ten to the eftoct that 

Secretary : or,.ont.hau had stated that if th.., British could hel p 

::;ecretar.{ :_or;;entneu 1n teying to wur:< out the probl= of <>ritish 

dollar balances durint; the r.ar t hat ha (Secretary :..orGent.hau) T;ould 

do whatever he coul d to halp Cl'lglan<l out nith respect to the pos l>"tar 

tinuncinl diftiuulti es that l:ilgland 11os ! e.cinu. J:e asked the 

Secretary "~.ather his etetecent r epresentea correctly the conver sa

tion ana the Secretary repllco yes . Hali!ax said that he had not yet 

rEcei ved an an~n,er !rom London nor :lid he expect one . ,;e said that 

ilia uovemr.~ent YIOuld be in a better position to .jud.;e what they .U.cllt 

do 11' they know more specifically what Secretory :,.orgenthcu hau in 

n.i.no to uo for tho"' durin~> the postwar period . J:e appreciated the 

difficulties that any cabinet l!le.-.ber of the present govonwmt would 

havo in co=itt.ir>~; his ...ovcrnaent t.o any postnar prograJ• but that. 

his ( Halifax) UOve mn:ent ,,ould have to have ClOre in!omation on which 

oo bcso a jud.~tont of the sue~:es tion tli11t Secrot.Ary Lorcenthau hau so 

kindly made. 

?he Secretary replied that quito obvious:cy be could not Mke any 

specifi c pror.ll.sea inasmuch as he could not bind the Government., 

eS(JOCially t ho ljOVe mJ,lCnt thut Jnight exist 1n the postvtol' period. uO 

coult.l say t hnt uo l oni£ us he was Secrctar.f of the ·rreasur~ that. he 

coulo try to help the llritich 'J'reDsury r.eet it..~ dl!!icult post>Tar 

probler..s . 

Secretary , or:;cnthau rorninded llallfax of the circwr.otances WlOOr 

>1hioh the fi r st Lend- Lense Bill YISS pnsscd nnd the s tete11 onts that he 

hau n.ado boforc Congress 1n llis cffortc t.a obtain favorable reaction 

to t.ilo proposed Lend-Le:~ae 8111. J,e twa " copy of soce of tho excerpts 

before him Ylllich he said he nould like to have Lord )ali.Cwc: read. ,,e 

said that in n sens e ha , ,as on the spot. in tl•o ll!lht of those s tstenents . 

He said that J:or o l onn time we ho•l been tryine to f ind ways of gottin& 

the ilri tish to reuuce their balm1cos in hanoony v1i t h his commi wents 

to Concress anu in cocJ)ilance .,.;.,.;, o directive ol' the l'resitiont. with 

r&$,..0Ct to thoao balances . he said that tho .,ritish i.ad boen of no 

help in ti>Lt ll'atter and were 1:1ald.n" it very din'icult for \Ul to reciuco 

t~e balOt>ces . "" sei<l that Vlhat ho v.ould Ul<o to do now woa to let 

tho ~11. tish su.;1 est ways in whi ch those balllllCOs coul<1 bo '"'duceu. he 

ho,IO<i that the uritis h v:ould ap_,reciate t..'>e lone- run ac.vc.nu:ge 1n 
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Division of !!onetary 
l1eeearch 

cooperatinG w1 th hi!> in tryinc to xeep his coi!Dib:lenta before Con.,'rees . 

He thou(\ht tl111t unlesa the balar>ces ware reduced Were was da.nr;er that 

the Lend- Leaoe procram mil!ht be jeopardized as he had oxplllined to 

!lalli'ax at their fon.er •'aoting . r.e askec. pointedly -.hat eucgestiane 

the Uritish M <i for reducin;; the balances. '"' said there IIU3t bs Jll&llY 

appropriate wa)s of Yiltich the;r were coo}lizant. whereby they coulu brill<: 

tile balances dow.n . 

Halifax asked l:aley to snsv:er that question . ,:aley said he 

thou.)lt he appreciated tt•e oituation in which the t.ecretary found 

hilr.Delt . lie reviewed t.he llri tish in tomational position and said that 

nis Covonm:ent could not very Ylell leave thet:lselves in a vulnerable . • 

i'inonoinl sHuution on the Jll'Omise that the l>lr.Orlca.n Government would 

maka available to them through one means o1· another substantial sun1s 

attar the wa1·. he said in tile first place he doubteu th4t any such 

pro!lll.se could be tJade and in the seconn place he doubted eeriousl,y 

whcthe;· his Govemuent woulu wish to accept assistance deei(;Tled to put 

Britain on i t o feet durinQ the postwar perio<l . He thou~;ht thst Britain 

would wish to deal with its own problotr.s and would not "ant the solu-

tion as " ~ft rro ... the lt.l..eriean .IOvemrJent. ne added that the :lritish 

'!'reasury could not be expected to take action IUld make recatwendationa 

to reauce their vi tall)' neeoss£ry bo.lo.nces with no <iefini te knowled.;e 

or ;>respect of bein;; able to rebuild ther.~ in tho near futuro . 

3ot.!l l !alli"D.X and \'1aley raiseu the question whether the problem 

could not be laid before Conc..ress with a knowled.;e that t.on~;ress would 

ap! rove the policy nov: boin.; pursued •ti th res pee t to those balances . 

i1aloy saio that nhen the lend-Lease llill VIas fi rst introoucod the 

United States was not at "o.r. Now they were llllies in a C0111r.10n fi(!ht 

with ~rcat Bri tein and the t seemed to him to doi'lni tel)' alter the 

siwat1on. He wondered whether Con.s;ress would not so recof11i2.e it . 
c'he Secretory and ; .bite both C."q>re~sed the vl.e"N that i t was not 

un.liltely that Con~;ress llli(,ht take the position but ""Ph4•1zod the 

point t hat it "ould have to be Conuress who should deten"inc that 

cha.n!!e in ;>alley i'ro:n tho earlier collllllib:ient . "" pointed out tl10t 

t:1o Lend- Leaae Hot ha<i been renewed several ti:oes tdthcut Ill~ indicn-

tion o1' a s hift in polio) froa tha ori.-inal conditions bein, in::licoteu 

or I.Jentioneci to Con£,ress . t.e also referred to t he ·,'rUJ:.an •IIIJ..Ort '·" 

containin" pnro~aphs which 1nu1cated th&t <:ont,ress nas no~ auare of 

Bll/ chw1._e in i..Ollcios w11.h respect to dollar ba.t.nnces . 1.u said thAt 

if the Ultter were broucht before Con.,ress thut it aeened tl-.at there 

woulu be a bettotr chance or ~oet~int. con,;reas to approve the policy or 

penrdttin:; the ;.Jritish ~o builo up bold a.nd <lollnr reserveo Biia!.nst 

theil ste1·linL liabilities 1! at the time tho •·~tter was brou._;ht to 

~OUl;l'O.G.S t he 0 01(• e.na uollar balances \,ere at u l ovel which indicu ted 

t.h:.t Llle dritish vovem:-..ont was keepin£ faitl1 with its COIII J.tuent that 

l;ecl"Otsrt . or..,.nth:lu had nade in l Y4l ttit.h the _\lll a pproval of the 

uri tish "i're3sury. 
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uiviston of , onetmy 
, ,eae;!rca 

Secretary . or6entl1au aoked halifax wl~ethcr the .,l"itish Treasury 
had ever raissd the question v;itn the Lend- Lense authol'ities or or tho 

United Steto• ionqy oi' s ett ine us to t~!.o over aome of thu r esponsibility 
of •• eetinl) tho expomdituNs in India. Yluloy replied thut t hey hadn ' t 
out t h<:t thoy , ,oula be very happy to raise that point M u t hat t hey 

,.oul~ be ~U<i that tJ~e :;e<:retar.t was t.hinKin<; alon~ thoao lines. ..hite 
,...;arl:sd tJant in the oviuion of Co:>eress tlwre d (.ht be so:.e question 
a":»ut trenin~ India, uhere the bulk of the sterlln~ expon~itures wbs 

bein~ all!de, no :a Wit'() counl:.r;. If it \lot•e t o be t renteci ns a ~nird 
country t.hon there were o number of' questions that n.it.h~ be raised with 

resPE!ct. to our relations with I ndia • 

45 

• :alirox :aol•eu the Secretary "'hetner he had an;rthin., definite in . • 

r:llnn ••i th res pect to t.akin, P'l)'l;'"'nt!l in Indi:.. and the Secretary replied 
no he was jus t t . .in:<:inc;~o a~o~, tJmt no ha.m •t D-vcn tutt :.:.nttcr any 

s erious thou_h~ as yet . t:olifa.< pressed 1111.l on t he poin t """ t he 

Secretary enid that he \lllntou to MJl.d.n.:a to on the vnrious possibili tics 
anri altemative courses nrw ho 11antou t ho liritish likowise to think 
about tho pr oblen and con.o .rorw:..ro \',ltil sug,_osti ons . .Ld felt that 
so~et.hinta. had to be .... one \11th resrect to british Uollllr balances and 
t.>at he ho;;ed the 3ri t1ah would have aooo prectical SUti._.es t i ons aa to 
nor. ~hey t ait>ht be reduced . 

'11le l:iecre tory r eferro-.1 to th .. un!ortunu to actio:a oi' aomeoo<Jy in 

~he British uovemment ..;oinr, b~hind the Treasury back ura ... l'ebistel'inG 
objec tiono t.o t he policy as laid down by the President . hlllifax anci 
,,aJ.ey ueni eu such intention nnci .• aley caio they would bo verj careful 
in tne future to discuao 1reasury utters c.drectly with ~one 1'reasur; . 

Aftet• llnlll ax am 11aley left. the ~eeretarJ cMtte<> c t .<:>t.ent witJ• 
o.iti. te ..nd they eJqJlored the poss ibili tios of \7h<>t wo could ask from 

Great llri tain in the w~y oi' obtain1n0 buses o r access to raw material 

resources in countr ies like India and nloya etc . , in retum for a 
prograr. oi: helping the ilri tisil build up t uoir bolWlcos. ..hi tc said 
that he Ylould think nix>ut it and have a _ ..,rana \U.l r..llkint socce 

acfinite a~o~ostions . 

; , . U o uhite 
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FINA~ CING 

Prceent : !f.r. Daniel Bell 
l!. r . Ted R. Gamble 
Ur . Geor~e C. Haas 
ll.r . Marr1ner !;coles 
t:r . AJ.lan Spr oul 
Mr . \', . \1 . Paddock 
Dr . Jacob Viner 
~r. Henry c. UurfhY 
llr . E. B. Hall 
r r . Rober t Rouse 
!.:r , \',oodli ef 'Thanes 
~r . Ernest G. Draper 
l.:r . John !.!cKee 
Mr. LeRoy Pi ser 

November 17, 1943 
2:45 p.m. 
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H.l!. JR: Can somebody tell me what is in the memorandum? 
You have sat in on this? (t:emorandwn entitled "Recommends tions . ) 

MR. GAIIBLt:; : Yes . 

MR. HJ.AS: I can start r eading it . 

Recanmendatien one is, "The.t t1 ere be no change in the 
pattern of rates r"anging from 3/8% to 2-1/2%. 

"2, That we continue the presen t basis of market bi dding 
for tills with the expectation thet cooperation from the market 
r.ill provide bids at 3/8% or better in ample voluce . " Thetis 
their v.ay or stating t ha t t hi ng. 

"3 . That we continue to expect ~he Federal Reserve System 
to pr ovide sufficient reserves to Jr.eet the needs of the market 
end to maintain a good tone in. the Goverrunent Securities marke t 
at the established pattern of rates . 

"4. That the over-ell ne. tional eoal fot' the Fourth 1\ar 
Loan be fixed a t $14 billion, of whicl, $6 billi on should be 
set as the individual goal ($3- J/2 billion of this l etter 
&nount snould be raisea th rough the sale of ~eries E Savin6S 
Bonds) ; end tnat :;;a billion should be set as t ne ~;oel for 
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other non- bank investors. Sales to dealers and brokers are 
inoluaed in this last fi gure l';ith the unders tanding that 
their subscriptions will be policed. " 

I think you have cber,ged tnis fran here on, Dan. I 8.lll 

CloY.n to five . 

(l!r . Bell han de a revised draft of "Recommends. tions to !.lr . 
Haes, copy attached . ) 

H.M. Jrt: Am I rushing you? 

~'R . BELL: A little hit . 

H . ~· . JR: I heve been sitting around l'iitb nothing to do. 

UR. HAJ.S: "5. That the date for the start of the dr ive 
be Tuesday, January 18, 1944 . 

"6. That the timing of the drive be arranged as 
follows : 

"(a) Emphasis in the period from Janu8J'y 18 to February 1 
be pl aced on the individual quota of $6 billion . 

"( b) Drive t o continue until February 15, taking in 
other non- bank investor subscriptions beginning February l e t . 

"(c) All subscriptions f r om individuals received at the 
Federal Reserve ~nks or at the Treasury of the United States 
up to February 29, 1944 , l'iill be credited to the drive; and 
that corpore.tions will be permitted t o subscribe during the 
entire period of the drive but no public announcement of such 
subscr iptions wi ll be made by the Treasury until after 
February 1st . 

"7. Tbat the baske t should consis t of the following 
securities: 

47 

"(e) Individuals : E - F - G Savin •s Bonde, Treasury 
SB'Iings Notes, 2-1/4% Treasury bo:td (Calt and maturity date 
to be decided just befor·e announcement), 2-1/2% Treasury bond 
(Call and maturity date to be decided just before announcement) . " 
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H.: . J R: I can read faster than you can . That ninth, 
do v.e \\ant to kind of have it tnere in case v.e v.ant to ao 
that? 

MR. BELL: Yes . Vie feel you should take car e of the 
insurance companies end also the savings banks and any other 
person who wants t o cane along. I think it was recommended 
to you tl:at Vte mi ght do it at the beginning of each month. 

48 

H.1' . JR: t:ow, this two- and- a- quarter maturity date, is 
the. t all r ieht with Gamble? ,. 

~'R . B:::.LL: ;;'e left that for di scussion . They he.ve been 
' 56- ' 59, Ted, some place in that area . 

H . ~: . JR : Is that all right? 

~:R. GAX BLE: Yes . 

L:R. BELL: We will have to settle it bef ore the 24th. 

HJ!. JR : Tha t i s all riy)lt . You l'ellows can set tle it, 
'i ou can read it among yoursel:ves . 

MR. BELL : There is one more page caning. 

H. U. JR: l,',bo is in agreement? 

!.!R. llELL: Ted i sn' t i n agreement with number four . 

H.!.'. JR: Why not? 

I!.R. llELL: He doesn ' t like the six- billion- dollar goal 
and ha l f a billion dollars of Series E. 

!.:r . 

H .M. JR: I can ' t agree with the t el ther . 

MR . BELL: These are our r eccmmendations . 

li .LJR: I thought we had five and a half . 

L:R. HELL : Ted had that in his memorandum, but we fe el , 
Secretary, that you have two months here, January and 
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FebruAry, which are the best months of the year for seasonal 
increase in savings bonds , and that we ou~t to go up at 
least a half billion dollars more t han you did in the last 
drive. You got four, nine, or five biilion dollars or good 
money from individuals in the last drive , and you ought to 
increase that at least to six, of which certainly half would 
come thr ough just seasonal increase in savings bonds . 

J.:R. GA'.JlLJ:: : I think we are allowing for that increase, 
Ur . Bell , when we take out the billion, two hundred and twenty 
million that we sold in the two percent and replacing it 
with tiTo and a quarter which you can estimate at about half 
a biilion dol.Lars in sales . Then you will find wb.en you 
take out that, that you didn ' t have a five billion, three 
sale , comparing this basket to the other one , but you had 
closer to a four bil lion sale. 

7r'hen you go up to a f ive and a half billion, I don't 
think it will ai'fect your sues quotas; 1f I did, I would 
be in favor or 1t. I don't see any harm in going six , seven, 
or eight billion dollars over our individual goal. I think 
the States are going to have to organize to do the job. They 
know that they have to make an improvement of six hundred 
million dollars in sales to i ndi viduals in E bonds, and they 
have to make an improvement of four hundred, thirty- f ive 
mi.1.1ion dollnrs in sales of F and G bonds, aJ.one, on the 
basis or l'ive and a half billion, and I think they are going 
to have to or~anize to do a thorough-going job. I think they 
wil.L sell the same amount of secur1ties, regardless of what we 
l'ix the quota at. Therefore, I woul d rather have that margin 
of safety, because there is some question, Mr. Bell , as to 
whether we can sell the issue if we don' t appreciably change 
the dollar purchases or Jl bonds, whether we can sell and 
deliver three and a half biJ.lion dollars of E bonds. 

J.!R. BELL: '.Ve have a longer period and more experience. 
You are going from January 1 , and we are going to have a 
lot or securities issued by January 18. 

MR. G~lBLE : I have no quarrel on the money; I just 
don ' t think it is wise for us. 

,. 
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rR. BELL : It seems to me if you only go to fiv e and a 
halt' billion most of your salesmen will say tuat ought to be 
simple; it is only two hundr ed million dollars above the 
last results . 

MR. GAMBLE: Thi s t ime we have agreed to em!lhasi ze the 
individuals end announce tne quotes netiona11y and go out and 
put every community on r ecor d as having the E bond quota of 
X dollars . · 

li .' ' , .Tk: I am not goi ng to argue . 
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L'R , BELL : You asked us for our recomcendetions . (Laughter ) 

H.L:. JR: All ri ght ; I nave to watch myself every minute . 
I am putting dol'ln five and a half . l.'hat did we have ori ginally 
on llu s E, three? 

.. :!t. BELL : Three . I will tell you wny in a minute. \'.ell, 
they can go to a picni c about six cays out or tne drive . 

1,:1, , GAJ:.BLE: I don ' t believe it, J.:r . Bell. 

11 .1' . JR: That is eight and a half . 

L:R. BELL: On the other end, which is the one I would 
like to see emphasized. 

li .: . JR: Now look, gentlemen, I have enough confidence 
in my sales organization t nat t ney will do the bes t tney can . 
\'. e didn ' t make it last time . I don 't believe - end v;itb all 
the damned peace t alk around here it is awfully hard to get 
the people dol'ln. Kow, if tne Y~ar is going tough along the 
mi ddle of January or Februery v.l> en the Fourth ',\ar Loan is 
on, Ted will go out and get it if it iB there . \\e didn't 
make it tha ~ast time. 

Senator Bankhead get s up and says, "In some Stat es we 
didn ' t make our i ndivi dua l quotas, and i n some States we didn ' t 
ma.<e our E quotas . " I don ' t know v.here he go t those figures . 

mt. ~P.::BLE : They were all published. 
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H.M. JR: He smeared them all over tne Congressional 
Record . I don ' t like i t . 

UR. BELL: As long as you mentioned him, I think his 
report ought to be answered, His report was terrible. 
That ought to be answered before that bill gets i nto the 
House. 

h.hl . JR: I have given 1ed the job; I gave it t o him 
tni s mornin~. 

UR. G!LBLE: Our man is a~ey until Monday . 

UR. BELL: I mean the Committee report , not Benkheaa 's 
statement, whicn indicates all the way tnrough tha t tnere 
he s been a failure in tni s y,ar financing . 

H.I.! . JR : \Tho is your man? 

!.lR. GAM~LE : VIe will take that on, too, .. :r . Secre tary. 

ll .M. Jl!: Retter let the Legi sln ti ve Section . 

~·n . BELL: Better let Speck--

.JR. GALillLF. : .And Lynch and Fr ed and !.:agen;.-an do it, the 
four 01 them. 

h .~ . JR : I don ' t know how much time you have, bUt you 
had better hit it . I em glad you brought it up. 

\'.ell, look, I have lived 1\i th tnis thing DOl' long enough, 
and, hel l , you had me all set at five and a half • 

.1/.R. BELL: \'iho did? 

H.M. JK: You all di d, 

UR. dELL: Oh, no, we never heard of five and a half 
until yesterday ' s conference. 
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H.L' . J R: I ~;ot ell thes-e fellows last night, all kinds 
of cemoranda . 

~R . HAAg: Yes, they said five and a half , the bankers . 

li . L: . J:t: And bow about this group fran NeY; York, Geor&e? 

I:R. Ht.AS: Oh, they are high- fi eure boys . 

h.J.: . JR: Well, 0 .1\. It is one t hing to put 
•::e didn't y.et it last tilf.e . 'That is all right . 
Ti ckton influence around here . (Laur,h ter) 

it doVill . 
It is that 

&.tt I have enough confidence in Gamble and his crowd. 
If the money is there toe; are ~;oing to get it . Public 
sentiment is runnin$ at;:ains t i ti and we are going to neve a 
tougn job getting f1ve and aha f . 

Mil. BELL: I don 't think so, but if we get six and a half 
it •ill be just as well . 

H.L JR: Never s inca I nave been nere, I am sorry to say, 
have we ever gotten the E bond quota we went after, not once! 

li.R . BELL : I don ' t think any harm was done last time 
because you didn ' t get it . You had a three billion dollar 
quota, and you got two and a half . I don ' t thi nk you got 
bed publicity. 

~'R . GAJ.:FLE: \'/e did get sane, soo.e in the Bureau of the 
&.tdget and 11e got it in O'ii, and many people have been given 
sane ammunition that they shouldn ' t neve bed . 

ll .~· .. TR: O'.'.I and the Budget used it, aidn 't t ney? 

.:R. G.AA:BLE : They both used it against us . 

!..R. F:LL: In what n y? 

LR. t;A)' QL!. : The two and a nalf mi llion - t o:1d f'i gure . 

lh. B~LL : ~id they use it publicly? 
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h.U.JR: Tney cut down our appropriation by two million 
dollars, aian 1 t tnay? 

:.:n. ~ ~BL!: : Well , they were very critical of our 
failure to reach our E bond quota . 
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Dii. . VI::nu Do you think they 11on 1 t examine your goals? 

!.:R. l!flr.PLE: \'.ell , I think we cen defend them, Doctor 
Viner . It l'lill tsko bettor then fifty millioa piece~ o! E 
rot. ti~ ;n <Jr..!er t o ge t the h10 and a half billion . ,. 

H.!:. . JR: Mr. Hall , you are very quiet . Are you satisfied 
?.i th this? 

L:R . HALL : Yeo , slr, I tnink it is all right . Five end 
a half billion is all right , anu, of course, I ~>isn v.e bed 
courage enough to say six, but I think it would be much 
better to novo the utore moderate quota and cover it sub
stantially. I think it puts enoug)l pressure on t he l ocal 
co:nmunities ~>i t n respect to the E bond quota . 

i.~l\. r;~.!BLE : I oon 1 t want anyone to get t he impression 
I aon 1 t think we are being atoaera te . I think if v.e nave four 
billion dollars of savin5s bond money we have taken on a rea l 
chore, tnat is ninety- five percent o1 tnis tax we are talking 
about , and it is a real undertaking, because we have to go 
out and t;et it, J.:r . Bell, not only on the premises that we 
are .;etting tne oenefi t of' tne quota, bu t they have got to 
bet it up to February 15. 

!.:R. !ELL: You have a much better organization this time ; 
at least you should have . There should be more individual 
canvassing, and everytni~g should be better . 

!.'R. ()A).' RL:=: : You sit down end examine v.ha t r.e neve done 
to this basket . V.'e have taken out at least seven nundred 
fifty u illions ot' dolhrs in sales of h•o percents versus 
the difference in our conte;nplatea sales of tl.o and e. quarter. 
·. e have adoied nearly si x hundred million ths~ ~. e v.ant tlte:n to 
.,et 1n E bono sales ana four hunareo and thirty- five million 
that r.e r.ant tl.ec to e~e t in f and G bond sales . In F ana G 
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bonds it is mo re than l'le have sold i n any taon th since this 
program started, with t he exception of two oonths . 'That is 
1ncrease alone, l:r. Bell. 

J.!R . R'!:tL: I thought ~yd Tickton i'ieured you only had 
be tween four and five hundr ed million dollars in be.d money 
in the individual results . 

I.:R . GM' BLE: You have teken out a billion two hundred 
and tv.o million twos . 

l.:R . B:::LL: That makes your four billion eight result in 
the last drive, so 11hat you are doing is increasing it seven 
hundred million . 

!.!R. OO!I!!E : You are taking out t he tfiO percent bond. 
You are not 1;oing to canpare the two a.nd one quarter sales to 
a bi llion two hundred t wenty million sales of two percent i ndi 
vidual! in this drive . 

MR. BELL: I am taki ng out the f r ee-ridi ng. 

MR. GA1'BLE: I am in favor of that . I ant all f or it . . 

t:R. 81\l.L: I have got to assume that you are going to sell 
as many individuals at tlvo and a quarter from a permanent 
investment standpoint as the twos . 

:.:R. 11/,LL: I don ' t think you can quite assume that . 

54 

... 

!!R. GIJ.: SLE : I = in favor of elimina tinr; two percents. I 
am in favor of doing away with this billion two bunared and twenty 
million dollars that we had to our credit in our individual sales 
in the 1hi rd • .. ar Loan Drive, but 1 rom all of the people t hat I 
checked, on all of the information that I could ~et fr~ Georg~'e 
boys , from our f ellows in New York, f r om our cha1rmen , they th1nk 
that a five hundred mill ion dollar estimate on two and a quarters 
is tne outside figure. Nov., there is seven hundred twenty 
mi llion dollars ' difference in t he sales . In fact, l et me put 
it another way, ~r . Bell . I honestly believe that this drive 
we are talking about i s all wrapped up in the E, F, and G 
ssles , I t hink the other is stationary . 
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l!R. BELL: I think that is r ight, the two ana a half to 
three and a half . 

Mk. GAMBL~ : I t hink the fellows will have to go like the 
devil to find a billion and a half dollars in tax notes for 
individuals and two and a quarter end a half percent bonds . 
They will have to aouble anything in that field that has been 
don e before. They are going t o have to get it . 

(Representatives of t he Federal Reserve System ere called 
into the ceeting. ) 

li.L" . Jk: V. e all have put in an aY1fully lot of work on 
this thing. I don ' t know v.hether Y~e have come out at the 
ri :;ht end, but we nave talked to a lot of people, ana we have 
listened. I haven't tried to sell anybody anytning. 

I have jotted down some notes . It v.ill take me a couple 
or minutes it' 1 might r ead it to you, how v.e feel toaay. 

55 

(Rending from memorandum of recommendations) "Tha t 
tnere be no change in the pattern of rates ranging from 
3/B% to 2- l/ll%!' May I i nterpolate here to say in all sincerity 
that since March 19 42 when we undertook tnis pattern of rates 
I think the Cpen Market Committee has done a perfectly grand 
job of management, and I v. ould like to congratulate them at 
this time, after having taken a very careful look at just ' 1llat 
you gentlemen aid. You have done a beautiful job. 

(Reading) "That v.e continue the present basis of Clerket 
bidding for bills with the expec t at ion that cooperation from 
the market ~i ll provide bids at a/8% or better 1n am~le voluce . 

"'!'hat n continue to expect the Federal Reserve System 
to provide suffici ent r eserves to meet the needs of the market 
and to maintain a good tone in the Govei'J\L1ent 5ecuri ties 
market at t he established pattern of rates . 

"The t the over-ul nn ti onal go~l for the Fourtn 1\ar Loan 
be fi xed at $14 billi on, of which $5-1/2 billion should be set 
es t hfl individual ~oal ($3 billion of t ni s latter amount should 
re ra~sed th rou[;1 t tte sale of Series E !;avings Bonds) ; end 
lhat ~B-1/2 billion _should be set as the goal for other non- bank 
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investors . Sales to oealers and brokers are included in this 
le s t fi 1,l'\lre with the understanding tna t their subscr iptions 
~ill be policed . 

"'ibat the aate f or the start of t he drive be Tuesday, · 
January !U, 1944 . 

"T'nat the timing or tne drive be arranged as follons: 
Bophasis in the period ! rom January 18 to February 1 be placed 
on the individual quota of $5-1/2 billion." 

Do you have an extra copy of this? 

.:R. ilELL : I have just one, I am sorry . 

u ... . JR: Give one to each of them , 

(i:r . Bell hands copy oi' "Recanmenda tions" to l:r . F.ccles) 

h .L JR: Did you change t he figures in there? 

UR. BELL: No, I didn 't. The figuresin number four should 
be f i ve and a half instead of six, and eight end a half instead 
ol eight, and three for tba E bonds . 

h .~ . JR : The t hou£ht now is tnat t ney can subscribe, but 
v.e M:l ' t give them credit in the quota . If t hey want to buy 
the.T. , all ri ;;bt, but the:f Mn ' t get credit in the quota . 

:.:R. BELL: The question we be.ve is wnether they snould 
have credit in the other classi fication , other non- bank 
investors . 

(The Secretary completes reading oi' "Recarwnendations," 
copy attached) 

H.l! . JR: I would be very glad to have any cO!llments, 
criticisms, or suggestions . It is still wide open . If it 
i sn ' t clear - I just received this two minutes before you 
c~~n~ e in; that is \\hy Yle didn ' t have enough copies . I am 
sorry . 

\'.e wi ll start en~nere you gentlemen would like to . 

56 
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!~R. ECCLES: Of course, t his puts us, as a COI!Illi ttee, 
at a little disadvantage. I can express my individual views 
~ilh reference to various aspects of it; I suppose every other 
meaher could do like~ise . It doesn't make i t possible, I 
t nink, to take each of these suggestions, one at a time, and 
express tne views of the Canmittee . 

u.J: .• Jlt: The memorandum was just handed to me before 
lltree . V.e only got th rough t uis mornin t; . Lr. Rouse wes 
here and heard us discussing the thing up 11ntll the very 
last minute, and I asked him to let you know . I t r i ed to 
let !.!r . Rensom know as we went along. I will proceed any 
v.a:; that you want. I don ' t V.l!Dt you people to !eel that 
you are on the spot or anything like that . 

MR. BELL: This is sanething the Secreta ry as;.ed us this 
norning after we closed our conferences, how we felt about 
the recomnendations, and they were submitted to him just at 
a quarter to three . 

57 

J.IR. ECCLES: I think I or 1!r. Sproul could report the 
vi ows of the Committee, not necessar1ly with reference to 
t his program, but the views with reference to the problem of t he 
pattern of rates, the present method of buying bills, and the 
quest ion of the basket . After all, t his is merely, as I get 
it, an expression. 

L:R. !!ELL: That is about ell that is . 

llR. ECCLES : 1i.e have discussed all of t hose questions. 
I 1\ill take the bill matter first , because that is what we 
discussed the other morning, you wlll recall. \ie pre sented 
as best we could our arguments for the need of replacements 
and t nere is no need of repeating the arguments , because I 
t.i<ink you are all familiar 1.ith t hem . 

H.ll . JR: May I say, I read all of the me..1orande very 
carefully that I lla& given and tbat t hose then were copied 
and circulated among t be people here. 

I{.R. ECCLES: Now, the sta1f people - Dan called me yester 
day, and they met last evening. 
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h .LJR: Until midnight. 

Mk. ECCLES : For the purpose of discussing it, and tney 
arrived at a method ,,hich we didn 't feel v.as as good as the 
one we suggested, that - definite open facin g the thing, 
frankly - but as I unders tand it now, all we are exoected to 
do is to just continue to buy whatever i s offered at three
ei ghths, tna t the Tr easury has arran5ed, or ?I ill arrange 
1\ith tne market and tne dealer s to see t hat bi<ls are put in . 
AU that we would be expected to do, of course, is to con
tinue to take anytni ng that was offered at three-eighths, 
v.nich, of course, we would do . Our bills will run off eac!l 
week, and the Treasury, and not us, will arrange for adequate 
bids to be put in to assure that the billion dollars--

H .~ . J~ : After all, Rouse was here . If he had been 
'Ailling - I don ' t wan t to put any unaue burden on him. llut 
after all, he has to carry it out, e s I take it . Is that 
right , Sproul? 

1lR. SPROUL: No, as I unders tend it, there is a chan ~e 
here . We have been carrying it out, but we say now the -
situation is such that we no longer ttl ink it is the way to 
carry it; and if it i s &oing to oe carried out in that same 
:·.ey in the future , then you should ma'<e tne arrangements, 
not us . Tnat was my understanding. 

H.M. JR: No, say whatever is in your mind, will you? 

MR. ROUSE : Yes . I would make an addition to what the 
chairman said, that I tnink you would probably expect usl. 
and it "ould be proper ror the S)steJn, to continue, broacuy 
speaking, the encouraging of bi ds for bills end in terest in 
b1lls and broadening of the marke t for bills to the extent 
that we are able to by circulars and general conversations, 
that as far as our havin~ any responsibility for putting in 
or seeing tna t specific 1nducing the placing of speci fic 
bids on any t endering day, that we are freed of that respon
sibil ity, because, as I understand it, and we all know, we 
want to get away from any burden at al l or liability in any 
~en~e of di rect financing of the Treasury. And we employ 
1nd1rectly agents to do that . Vie open ourselves to t tle 
accusation of direct purchases, and the Treasury should be 

58 
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vlillinc to talk v.i th the market and encourage the marKet 
to appreciate the problem of the Federal Reser ve ma turiti es 
and t he need for increasing the volume of tenders at the 
weekly offer ings to an extent to where there would be an 
ample coverage . 

I think there i s no doubt that the market would be 
willing to do that . In fact , the merltet has assur ed you it 
v.ould do it . 

58 

B.L JR: I am sorry you people v.eren' t here . No one .• 
had t o ao t hat . All I had to say to the:n was, v;ould they be 
v.illin;; to increase their interest in the market? 

•. :t. ROC5E : That is right . 

R.!... JR: And thei r answer was, "\':e wou.l.d be very glad 
to increase our interest in the market , and we want to do it 
at no pro!'i t to ourselves . " 

MR. ROUSE: The only qualiri cation v.as no profit to 
themselves. 

H.M.J l\: &It that doesn ' t mean that I am going to move 
do"n t o the Federal Reserve Building in New York, nor is 
anyoooy fran the Treasury going to move dov.n to the Federal 
Reserve Building in New York . V.e are still j;?ing to look to 
you people to do the operating. Let's have 1 t perfectly 
clear . 

!~ . ECCLES: Yes . But there ie quite e distinct difference, 
it seana to me, in tne mechanics of the operation ~hich we 
would expect to carry out and take all the bills that are 
offered, just as they are offered, either under the option 
account or openly . Now, that is very different from making 
a previous arrangement , which is the thing we are unwilling 
to continue to ao f'or aealers; in other words, to get in 
touch v.i t h dealers and say, "l'.e want you to put in f or our 
account, in effect ." That is what it amounts to, that you 
put in bids and we will take the securities off of your nands 
as 1·.e have been doing at three-ei gntlls, plus thirty- seven 
uollars ana fifty cents a million . ~ol'l, v.e feel t hat tnat is 
a di rect violation of t he ln.. ·~ e nave f elt tnat v;ay t or some 

Regraded Unclassified



- l o -

lime . I have felt pretty strongly on it. Congress says 
Lnat you cannot buy directly !rom l.he Treasury , I see very 
U ttle dil'ference in our buying airectly from t ne Treasury, 
which is different from tne e xchan~;e . Tne law permi ts an 
excnan11e of a maturity tor a maturity. \'.hat the l aw f orbids 
i s direct buying. 

!,ow, v.e consider that --

H.t:. JR: The arguing has all been done . All these 
fello11 s want to know is if they go out and buy l'or bids, 
is the put still there? 

::R. '· CCLES : The put is t o everybody . ··.e have e pos t ed 
rate of three-eighths . 

60 

H.I.: . JR: That is ell they went to know, ell arrangements 
have been made . It is finished. You don't have t o do a thing. 

l~R . SPROUL: That was the only point . 

II.R . ECCLES: That is our poin t . 

J.:R. SPROUL: If any question arise& concerning it they 
" i ll get in touch wi t h ~r . Bell, and not us . 

~:R . f':I.L: No, I don't t ni nk so. 
a dis tincti on here beh1een the Federal 
Yor k operating and managing t he Systeo 
a s f iscal a&ent of t he ljnited Sta t es . 

I thi nk you ere making 
Reserve Bank in !lew 
accoufi t and operating 

~ow, I think we have to lool< to ~:r . Sproul and 1:r . nouse 
in the liew York market to see tha t t here are enough bids 
every ~:onday ni ght to cover these bills as fiscal agent. I 
don ' l t hink you can expect 1lr . llell or euybody else in t he 
Treasury to stend guard over t he market , but I think it is 
only fair to say that the Secretary in discussing this market 
with the four pr incioal dealers thi s morning told them of the 
various plans . And they didn ' t like any of them . They said 
11e are eoi ng to be sever ely criticized . They seid, "Why don 't 
you l eave \\ell enou!;b alone? ,. e hnve enough effort in this 
ruarket l o see enoueh bi ds ere put i n. " 
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''J,, SPI.O'JL: If the !:>ecretary of tne Treasury requests 
us as f iscal agent for him, we do tha t as fiscal agent. That 
is still the Secretary of the Treasury doing it . 

I.~i\ . BELL: If you are looking at it that way, O. K. 

H.:{. . JJ,: Now look, gentlemen , don't let ' s :nade s omething 
extra c ii:ficult . V.e nave two tnings tnat v;e can do. •;,e can 
say, all r izht , the rederal Rese1•ve h .. a come to us and said 
thal they arc worried about these bids . They don ' t like 11hat 

they have been doing . They don't think it is on the up- Md- up 
and we are •. orried. ",.e con ' t think r1e can carry out your 
r.isnes , " because you put :ne in t hat position on >.arch 13 and 
I nad to ask you U? · I r1ill refresh my memor y on thi s . You 
as~cd me to do that point blank. You have done a damned good 
job since then, see? 

i\ow, 1 say if you wan t to chan:;e and do the thing dir.:'ctly -
i n our t estimony and I believe in you1· testi:nony you people 
said thal the only use to do business di rect is in case of 
emci•.,;enc i es . 'o.ell, the emercency is once a week, fifty- t v.o 
weeks . 1 am not v.illing to do it at all unless we go to t he 
Concress and explain the t ning in detail. Eccles might be 
up there l'or weeks . Now, some people don 't like t hat . 1t 
110uld attract a lot of at tention . These people worked hard, 
your people, and our people, i\ouse. 

Last night they made a reco~endat1on; and then after 
thin~int i t over decided you are putt ing the bills on the 
s~e basis as other securities . 

kouse said wnen he got shavin~ this morning he got the 
idea t hat if we would indicate tne market - 1 said, 'l s there 
anythin,; you can put in writing or a report ?•' All 1 had to 
do was raise my eyebrow and compliment these people a littl e 
bi t . 

They said , "Do you want us to take a little more i nterest 
i n the ma r ket as ind i viduals? l•e will be glad to do it . " We 
nave nothing to worry about , All t hese other suggestions we 
don ' t like . If your conscience is bothering vou at all, I am 
1\illing to say lie took the initiati ve . • 
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On the other hand, I am going t o ineist that the 
Federal kese rve Eenk of New York aa our fi scal a t;ent supply 
the machinery. It isn ' t any different . l.:r . Spr oul askea 
me point blank to order him to do t his i n A~rch , 11!42, which 
I did . 

I am not ort!ering now, except 11' we do it this way; these 
dealers having told us they are glad to do it, don ' t want to 
~t.eke any money on it, they will do it just as long as they 
or anybody else can put this thing to you people . lb ey assured 
us not to worry. They don ' t like any of the other suggestions , 
and they like this . 'Ihey said not to monieel with it, see? ' 

~R . BELL : I might edd t hat they think if you change 
this everybody will be expecting another step. The next step 
~ill be a change in rates, and t hen another step--

h.LJR: If you ge t up against it, I 11ould rather 
not see it in a forll'.a l report ot: the Open 1:arket Committee, 
but if any time you get up against it, you can say that I 
encouraged the dealers to take more ac tive interest i n the 
me rket , I am perfectly wilJ.in[; to have you say t ha t , 

l:R. 1:cKEE : 
about . 1\'e have 
of one percent. 
them . 

There isn ' t anything for us t o be embarrassed 
a fixed rate to take bills at, t hree-eighths 
Period . Nov. , v:hen the bills cme, we take 

The thing that you are interested in is to see that your 
Hekly offering is underY~ritten . You have relieved us of all 
of this respo.nsibility by this ac tion, end I for one member of 
the Open l.:arket Camni. ttee am very grateful , because we were 
worried ebout the proportion that M had to find each week to 
oake out the full amount . I don ' t see any hardship in t his 
for us , but from nor. on it is your ai rection and responsibili ty . 

H .M. Jll : It has been that, ol d man, from !.!arch, 1942 
to t his date . 

L:R. J.!cKEE: I thi nk we nave divided the r esponsi bi ll ty 
a hit by our action . 
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ll .!! . JR: I don 't know v.here the thing ia, but I went 
through the conversation . You (Sproul} will remember it . 
You asked me to please instruct you to do that . Do you 
r emember? 

llk. SPnOUL : Yes . ~ow, I think the difference that Mr. 
~cKee is referring to nere - you were working through the Open 
t.:arket Commit tee then, and i n this arrangement you v.ill be 
v. orking through the !lew York Ba:nk as your fiscal agent . 

MR. !lcKEE : And not as manager of the Open Jr.arket 
Commit tee . 

~K. BELL: You are relieved of t his embarrasament you 
have been talking a bout . 
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!.:R. ECCE~ : V.e are prohibited as an Open !la r ket Canmi ttee 
to make direct purchases , and we figure that , in effect, v.hen
ever l',e ma" e previous arrangements that we are doing i ndirectly 
11ha t we are prohibited from doing di rectly. Our counsel so 
advises us , and we have knov.n for some time t bat we were getting 
on t o dangerous ground on that score . We just don ' t like to 
f eel that we have five hundred million of bills running of f 
and v.e have to go ri gb t out to a dealer ana say, "You put a 
bi d in to the Treasury for t his five hundred million and turn 
them right over to us immediately and we will give you thirty
seven dollars and a half a million for your act i on. Kow, 11 e 
just feel that tnet in eff ect is· really what 11e are doing. 

MR. ROU~E : May I say at that point, !Jr . Cha irman, t hat 
we have not made any canmi tments for specific t enders, that 
we have really acted in behalf of the Treasury to try to 
encourage - with specific instructions - to encoUI'age bidding 
for Treasury bills , pointing out the Treasury bills . 

l:R. ECCLES : We have been paying thirty- seven and a half 
a million to get our own maturing bills back. 

L:R. ROUSE: 
sized proportion 
tt.o- t hu ds . 

1:R. ECCL'\S: 

For a small proportion of them, ana a good 
of those allotted to the dealers, roughly 

lie went along because or t hat proportion . 
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~:n . ROUSE: I just had in mind the record . 

l:R. ECCLZS: T!le situation that M are confronted 1\i th 
now is a maturity of from four to live hundred million a 
week out of a billion . Vie are confronted with tne replace
cent of about half of them we have gotten, not only tliose 
bills every week, out of taki ng several hundred million of 
either bills or ot ner securities to provide tne recessary 
reserves that we would expect to buy in the market. And, 
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of course, we fi gured under the proposal that we made, and 
our counsel so advised us, that we were not doing direct ,. 
purchasing, but r.e were accomplishing an exchange which the 
lav1 permits and which we have done in the case of certificates 
and other papers . 

(To t he Secretary) I was just saying that what our 
counsel 11dvised us was tha t it 'to'B S strictly in accord.ance 
with the law, that it was an exchan; e which r.e have already 
been doing in the case of certificates and notes and bones 
and 1•.hich the law permits . 'They penni t an exchange . \'.hat 
11e proposed was an exchange of' our maturing bills just as we 
exchan1;e every other rna turi ty which was within the law, 
v.hereas what we were doi ng 1~as doin ~ i ndirectly what we are 
no t pernitted to do . 

rR. R!LL : I think that might be termed legal, but I 
think v;e coulo still be criticized for the t very t hing. I 
tn ink the proposition that came out tnis morning ,·,here v;e put 
bills on an entirely different basis and on a straight exchange -
~e might get by with that . 

~. ~cKEE : That is all right. That is c.alling t he 
dog by another name. But as long as we ere not furnishing 
the Treasury any new dollars, I don ' t f eel that anything 
we have taken out of the market at any one time in contin
uous maturity by rolli ng it over isn't furnishing t he 
'l'reasur:r ne;'l dollars. But I would be just against it as 
much as you people would be against the furnishing of one 
dime except through an overdraft or a new dollar. It is 
just a medium of meeting the situation which we have had 
marketwi se weekly to meet, and now you have assumed a 
responsibili ty. I am just tickled to death with it . 

H. ~! .JR: !!eve you any objection? 
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1:R. ROUSE : I just had in mind the record . 

J.:R. ECCLZS: The situation that we are confronted 1\i th 
now is a maturity of from four to iive hundred million a 
week out of a billion . We are confronted vl'i t h t ile replace
c ent of abou t half oi' tllem we have gotten, not only those 
bills every week, but of taking several hundred million of 
ei tner bills or ott1er securi ties to pro vi de the pecessary 
reserves that we would expect to buy in the market . And, 
oi' course, we fi gured under the proposal that we made, and 
our counsel so advised us , that we were not doing di rect 
purchasing, but we wer e accomplishing an excnange ~nicn the 
lav: permits and which we have done in the case of certi ficates 
and other papers . 

(To the Secretary) I %~S just saying t hat what our 
counsel advised us was that it ~~s strictly in accordance 
wi th the law, t~at it was an exchan ; e which we have alread¥ 
been doing in the case oi' certificates end notes and bones 
and 11hi ch the law parmi t s . '!hey permit an exchange . \'.hat 
11e proposed was an exchange of our maturing bills just a s we 
exchanr;e ever y other maturity which was within the l aw, 
v1herea s what Yle were doi ng was doin ; i ndirectly what we aJ•e 
no t percitt ed to do. 

l'R. R~LL : I think t hat mi~ht be termed legal, but I 
think we coulo still be criticized for that very t hing. I 
tn ink the proposition that came out t his morning ,·,Jler e v;e put 
bills on an entirely di f ferent basi s and on a straight exchange -
%e mi ght get by with t hat. 

l!R. J.:cKEE : That is all right. That is calling the 
dog by ano ther name. But as long as we are not fUrnishing 
the Treasury any new dollars, I don ' t feel that anything 
lYe have taken out of the market at any one time i n contin
uous maturity by roll i ng i t over i sn't furnishing the 
Trea sury new dollars . But I would be just against it a s 
much as you people would be against t he furnishing oi' one 
dime except through an overdraft of a new dollar. It is 
just a medium of mee ting the situation which we have had 
marke~vise weekly to meet, and noiY you have assumed a 
responsibili ty. I am just tickl ed to death with it. 

H . ~!. JR : Have you any objection? 
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IJR, McKEE: No, no t if you want to take tha t l oa.d 
on. All the fu ture is yours, wi th our blessing. 

H.M. JR : Well , we are at 1var. I have got to raise 
the money. 

MR. McKEE: It could be done in different fashion, 
where the outside public woul dn' t be called upon to do 
a concerted job. 

H. IJ . Jlt: I know, but as between Eccles and whoever 
the Federal Reserve Board wants to send up on the Hill 
and somebody from t he Treasury going up there and going 
all through this thing for a couple of weeks, which I 
don ' t think would help matters a01, I ' d rather do it 
this way. 

J.ffi . ECCLES: Of course, I feel it would be i nadvis
able to go up on the Hill . What we pr oposed, of course, 
we felt tnat it shouldn't necessitate our going up on 
the Hill , because it was in accordance with the author
ity given us in the Statut e of exchanging what we had 
maturing, whe ther bills, certificates , note s, bonds, or 
what . 

I was on the Hill, as you kno•.t, in connection wi th 
getting that l egislation through . I was up there !'or 
both the House and Senate for two or three different 
days. 

H.l.l.JR: For days, weren 't you? 

KR. ECCLr.S: No, I was only a few hours in the 
House; I think a day in the Senate. 

was 
was 

H.M. JR : Somebody asked me the ques t ion up there ! 
t his an emergency or for a usual Dllltter . I sud 1t 
an emergency. 

MR. ECCL ES: It i s. '//hat we are proposing woul<in ' t 
be part of the five billion . That is the distinct ion. 
The 1'i ve billion is !'here you give the Treasury new 
money. In other words, if you want five bill ion - -
'l.'hercas, \that we are doing is not proposmg to give the 
Treasury one aoUar of new money. Now, if you v;anted 
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five billion of new money and issued five billion of 
bonds, you could do tha t once and we then couldn' t make 
any further direct !oan to you. That would be new money 
until that was paid. That is a revolving fund of di rect 
purchase to meet an emergency; and the real distinction 
between that and what we proposed is merely turning 
over what we have, which doesn't give the Treasury one 
dollar of new money. The Treasury, in t he first instance, 
got this money for bills i n the market. In the first 
instance, they got the money for certificates in t he 
market . All they do now is roll over our certif'icates. 
They roll over our no t es for us when they come due. All 
we are carryi ng out is roll over the bills, which is all 
in aocordance with t he lar., no par t of the authority 
for t he f ive billion. 

H. LI. JR: We went into all ol' that. 

~t . McKEE: Can' t we tell the Secretary that we 
are in accordance with the arrangements he has made 
wi th the market? 

MR. SPROUL: Wha t I would tell him--! think you 
would be better advised to do it the Vlay we suggest. 
Other advisers tell you differently. You have decided 
to do it this way. I thinz t hat is up to you. -

H.•:. J,t : I have been sitting here v.-a iting f or people 
to come to me, so it isn't as though I was rushing any
body as far as these people are concerned, ~nd I am not 
rushing you, as President of the Federal Reserve of New 
York and our f i scal agent. ·.vould you be willing to 
undertake t his- -! having satisfied myseli' t ha t there 
will be plenty of bids? 

UR. SPROUL: I say t hat I , as fiscal aeent, am 
goin~ to undertake it when you, the Secretary, request 
it. 

H.M.JR: I am asking you now. 

MR. SPROUL: I say we are willing to undertake it. 

H .~ . JR : All I ask for i s as ~od management in the 
future as 11e have had since Uarch fg . I am assured of 

66 

Regraded Unclassified



- 22 -

that , am I not? 

!JR. SPROUL : I t hink so . 

· H.M. Jlt: All r ight. We11 1 I' m sat isfied, so can 
we cons ider t hat matter settled? 

~m. ~IWUL : Yes . 

~t . ECCLES: The only interest I have, as Chairman 
of the Open Market Committee , is the responsibility for 
what I ! eel the Open Uarket has been doing. If ~e have 
no fur ther responsibility--and, as I unders tand it, we 
don' t - -then of course we have nothing further to say. 
I feel like John: ·.ve just have nothing further to say 
about it . I t isn' t our re sponsibili ty. 

UR. UcKE~ : We have our own problem as far as 
accounting is concerned, but it oan be handled. 

MR. ECCLES: Well, we don ' t buy more or 
way; we wouldn' t buy any more or less bills. 
end up with the san;e bills or the san;e ra te. 
merely a question of method. 

less this 
We will 
It is 

MR. SPKOUL : Optional account rather t han Qystem 
account . 

H.M. JR: I look to the Open WArket Commit tee very 
definitely to carry t he responsibility of supplying 
sufficient excess reserves. 

WR. SPROUL: That i s a separa te matter. 

H .~t.JH : Yes, but I want to be sure . I look to 
the Open 1!arket Committee t o see tha t they supoly suffic
i ent reserves so that we can float the Four th ~ar Loan. 

MR. ~CCLES : Well, the market supplies its own 
reserves . We establish a rate of three-eighths . Now, 
the only further thin~ we can do is drop the rate to a 
half , maybe . 'He coula dr op t he rates l ower. 

H.Y. JR : Supposing you want t o increase your bill 
portfolio? 
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UR. ECCLBS: I mean, drop the rate to a quarter. 

H.V..JR: It is a quest i on of increasing your bill 
portfolio, if it is necessary. That is the point. 

MJ\ . ECCLES: We have no way of doing it, unless we 
bid the rates down. We bid the bills up to a premium 
and bid t he rates down, maybe t o a quarter, because we 
stand today to take all bills that are offered and the 
banl: s are not supposed to be in on the drive, as I 
understand it. 

H .~ .JR : This matter is a mechanical matter which 
I settled. 

Now, somewhere, some point mentioned reserves. 
Point S: "That we continue t o expect the Federal Reserve 
~stem to provide suffi cient reserves to meet the needs 
of toe market and to maintain a good tone in the · 
Government Securities market at the established pattern 
of rates." 

MR. BELL: That is what they have done in the past. 

Mrt . ECCLeS: That is right . We will continue to 
do what we have done. All we do is buy what is offered 
t o us. 

MR. ltoUSK: It is an inter-rela tion of what is going 
on currently; no change. 

WR. ECCL~S : Yes, but what I meant to say to the 
Secretary is that we can't go out and buy securi ties 
without bidding up the market of securities. ~e can 
stand there and take the securities that are offered, 
which we have been doing and which we expect to continue 
to do at t his pattern; to try to force an expansion 
of reserves would mean that we would go out and bid 
for securities so as to ge t them, induce people, to 
sell them to us--induce the banks and individuals to 
sen them to us. 

H.U. JR: All I am aski ng is that you people continue 
to do the same kind of job in the future as you have in 
the past. 
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MR. ECCLE~ : We intended to do that. 

!.!lt, BeLL : I think t hat i s al.L t hat says. ~/e are 
not asking you to put more reserves in or fix the 
reserves at any place . They are asking you to continue 
whet you have done in the past . 

MR. McKEE : It is a continuing problem. 

H.M. JR : I am just asking you to continue . 

MR. McK£E: Sure . There is nothine else fo r us to 
do, whe the r you ask it or not ! 

MR. ECCLt:>: All we are saying t here is we continue 
to maintain a patt ern of rates. Period. 

l!R. BELL : Keep a good tone in the market . 
is wh.at you have done , and you have done a swell 
we want a continuation of it. 

The.t 
j ob and 

Mlt . SPJWU!.. : '1/ell , 1 think rte all understand each 
other. There is no question of how you interpret this 
word or that- -what keeping a good tone i n the market 
means or doesn ' t mean. We have the problem of' providing 
the reserve f unds the banks need to meet an increased 
currency in circulat ion and in their deposits . That 
we must do and will do. And you don ' t want us, and we 
don't want, to force funds into the banks which will 
make the banks bid against other inve stors for Government 
securities. Your policy is to keep the banks out of 
financing as much as possible, and we certainly agree 
with that policy, 

So that our problem remains, as I see it, to provide 
the funds necessary to meet the increased currency 
circulation, to meet the increased requirement against 
deposits , and the patt ern of r ates will then largely 
take care of itself. But we'll be t nere to see the.t it 
doesn't move too far in one direct ion or t he other. 

MR . ECCLE:;: It is the bank's option. If the bank 
needs reserves, it has to sell us something, and we want 
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to be sure that we are there to take what tbe;y want to 
sell us in l ine with the pattern. And they want to be 
sure we will do it . If the;y are sure we will do that-
and certainly- that in itself gives the conf"idence to 
tho market and it is all based enti rely- upon our, in 
effect , pegging, because it is practically a peg of 
the market at certain different maturities. 

Lffi . McKEE: We have got t hose two settled. Let's 
~o on to the next one . 

H.!.' . JR: Do you want to read thi s memorandum? 

UK. UcKEE : I don't know the next point . 

~. BelL: There are about f our points. 

MR. ECCLc~ : Yes, I' d like to sa;y this further, 
though. You say no change in the pattern. I'd like 
to make t his point, thinking of the tuture. As I 
understand that , however, the pattern is three-eighths 
to two and a half. Now, we can ' t maintain a two and a 
half or a two percent ra t e if the long-term rate begins 
to go down. I mean, if t11ere is a shU't from the short 
intermedia t e bonds into the longer bonds, then as we 
have said, the holding of the short rate where it is 
may well tend to pull down the long-term ra te . 

Now, if t hat happens, there is nothing we can do 
about it, because we have practically nothing to sell 
to t he market to keep it up, so we can keep t he snort 
ra te. That is no nroblem. The problem comes in 
maintaining the long-term rate. 

H.~1. JH: Going up or down? 
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"·''' ECCUS: ;oing oo¥.n; trtere \',ill be no pri'Jb.lem to 
~tee~ 1 t from .;o ing up , because l'•e buy. 1.e can ..!ways buy, 
see '/ I1 your tr.o pe rcent ot• t110 and a hxU pe1•cent oond 
~.,owed v.eukness ana began to ,;ct do1-.n to par , \\e can su~
porl tne oiSI'ke t . T:,e r-e is no pt•Ob.lem l nere 01' maintninlng 
ltat rate froll ~:Jing up • 
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. t . .. Jlt: Tuere is no indication r i_,nt now tnat the lon6-
tcrll ~overnoent bono is :oin~ l o ~o up . 

-·- .:. .. C E.S : at tne :::o.cn t , ~1u.t l S correct , t Jt all 
• unte<i lo sa, he re is, if r.e brin~ up t 111 s question 
tl~ 'lin - ?.hi e .• :·.e ~.:JuJ.o ! eel 1 t ~as ~oss ic:>.ly our cut;,• to 
~o - 11 tn~tt t s r .at .lflp?ens - 11 , 1n o~ .1er ~.ore~ , to 
:nnt.tn tuis SJ~eact ~ .. tc 1 r.e .Htve saio t s a aHficult t .nn.; 

• o J0 1 ll'lokin.., t:> t .• e f•J tu~e , 1 ta><c it t hat you are just 
us anx o••s as 1\e are not to ;.ave t ·oi~ lon.;- terll rate ~o down . 

H.:.!.J.t: I \'.ill put it differently to you . \,e nave 
ot a cui·ve ~.1.1 ch was estabJ.ished on .. :arch lJ , lJ4~ . I 

iiou1d ltke to keep it just as near tMt as possi ble . 

- · !::~CLE.S : So Muld we . 

!.. ~ SP .. JJL: \',e have been keepin.; it as near that as 
;-ossible . ·~oe nave nor. said· to you tn11 t that is ;;etting 
::~ore and :nore difficult. It cay be tnat so-:~etune i n t !te 
future , or tne ;nore distant future , i t •. ay oeco:~e npossicle 
to 00 lt, <C wi!! O~<Ve t O wet toc:ether , the.n, ..OC: deci?e 
;, r,at r.e are ;;oin.; to OJ abou t it . ..e foresee that posSl
blity arising unless we create so :Luch fund tuat v.e run 
counter• to your o~ner poli cy or cepin.; tne ba~ks out of 
the f inanc i:Jg • 

• ! .• :Tit: The door is wide open, tl\enty- rour nours 
a day. In t t1is war nobody C>UI te.ll \'• he. t i s .;oin,;; to 
to••ppon . At any time the tn ing gets to where jOU peo. le 
I •ink tt is im~ossible , v.e 1 iH meet iranediately . 

~" .:>P.J.J\JL: .. eu , we tnou.;ht we were just about tuere • 
.• e nave e. teu. Ol'ar •· s i tuat.l on, us 1.e see i t , ;mere t ne 
·resaure 1sn' t on, ~ut r iJ.l recllr soon, l t u1nk . ·.,e >.Ul 
tuen I.e Lac.- . 
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il •. : . Jl, : If it does , come back • 

. :.,, ECC!.ES : As I recall , the otlH .. r day--

H . .. JJ\ : I d ll g et a res~rvation on the plane - not 
at the note.l - -

••• .• .:.-.CLJ:;S : As I recall , when we r.1c t t he other• day 
I .;ot tnis i 'llpl'ess i on : 1 ~Jlow , l r'OJJ Dan, tnut the Treasury 
lS just as anxious to see these lonc- tel':n tv.a; and tv.u; and 
a ll:tif stay stable - stay v.here they are - as they are in 
the short rate; in fact, more so, tf enythinJ , because of 
lhe prob!e:a ol refundl.ng. 

In other 1·.ords, if the lone- term rate ooes do\\n , 
and lt did a little last June occause l'.e out out , instead 
o. a seven n1ne t\'.o , v.e extenoed it to e1~n t ten , l'ihi ch 
r.as llll endence of a slight d1•oppin · in the nte . Jim•, 
trtat cs tarlishes a n e1·. t'J.oor for r•e!undtn;; operations, 
lllld 11e reel ti1at it ma:• become !.ncroaSln:,;ly diffi cult to 
cio t• efundin~ on any l ov.er ! one- term rate . 

I .• Bl::J.L: 'nou!dn ' t you hate to be as~ed to maintain 
11.1 et~ht and a half, ten and a naU' , pn•cent bond '? 

'Jt. ECCLES : 
t .. o-year bOnd . 

.. J •• ~c!\EK : 
1.hen r.e •• ake it 
and farther ? 

I v.ou!d sooner tr.at t hnn a tcn- twel ve 

Are v.e maintaintn.:; a :-attern or rates 
possi ble t o cet lOUr maturities out farther 

··'" beLL: I think VIe are naklng it '!lO re difficult r.hen 
1·.e extend it each time , particularly ln lhe i11!lediate area • 

.. :h. ECCLES : That is the basis or t nis t 11ing, is t he 
thOu~ht of the refundin6 job that i s ahead, and no t gettinG 
a rate structure here that makes re funding inct•easingly 
d l.rfi cult . 

!! , .. Jll : .~<llnn Sproul saJs 
• don ' t .mo1·. 110w lon6 tn11t 1 s . 

·•11 r wht . tl.IlY tir.te it ooesn ' ~ 

v.e ,,ave a :nomentary lull. 
For the moment , i t looks 
!,ok ali rizht , please 

Regraded Unclassified



- 23 -

J'un up a red flaJ as danger si gnal . 

:!;,. :!cKEE: 1 think \',hat Allan '!lean t , ~:r . Secretary, 
is the fact that the ;;Jomentarl lull lS beh.een now and ;,hen 
~oa spend ell t his mone~ .ou nave t o deposit in these 
banks , r nich will create a pt·ohlem bctlleen nor; and t he 
end or tne year for ua • 

Ji •.•. • J.ot: 
o!' lncm don ' t 
tJ•ades . 

.. e nave tal><ed to a lot of people, and most 
a.:;ree witn you , but tho. t is wJ.a.t maKes norse 

~"· ~c:cr.::. : I SJD used to t ua t . 

J , .'~ . J1 : ~ir.:e r.ill tell . I no!'e ne1tner o: us 1s too 
v ron~ . 
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•• 

~ . ::cXEE: Just i n t .tat re.;;urd - \',hen the proposals 
are made to you, and you soy you hn ve t'Cad all tile ;:;emoranda -
I con ' t know l',ner·e you .;ot all tne ti .JJc, but r.evertheless, 
there are plenty. 

H.:i. Jh: I have read all of them curefnlly . 

Elt. ~ci{Ei:. : The t•eason that I was ?ersuaded to favor 
the taree- quarters o!' one "ercent , nine: a.ontns oill , \\ i th 
the r efinancin;; of your cert ifi cate, v.as to get an adequs te 
supply of paper i n the hands , !1owinr; in and out, of 

Mnk ownersn1p to act as tne ::eaiw.1 of the ex!?ans. on or 
dcposi t s 1;1 thou t biJ.1s payable . 

Now, I ha l e seen t he bankers run a110.y from your ui!l 
I ecause it \',as yield and specu!ate \', th you1• certificate 
fo t• tue same purpose because of t he pattern of !'lites . ;:ow, 
sometl:..e on tile line we ma;, get into trouble •·ith tnat , 
aud it ~ s ;;oing to react a.,ainst all of us , cut t ne re un 't 
enou.;h 1nterest 1n the bill to serve t .. e purpose , to Llow 
up t uese deposits as mi.;nt be necessary lO :·inance tnis 
r.ar , v;i thout showing bills pa~ able . AJ.l the puts tna t we 
M ve nad in our system, , ,h1ch t1as four rillion seven bun-
cred mill ion douo.rs today - sometnin.; like tnat - repre
sents bUls payao!C 1n tnis count1•y ; ~il.ls pa .• able by 
conks . 
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~;ow , I don ' l know Vlr.ethcr we are 30ing to nave enough 
of tllat , if tney con' t .teep on buying lll.Us . 

_,,. o. LL: J:'ut OJ t ;nore bi U s . 

~-.. .. :ct\EE : 'lne., v.on ' t buy 
tion of t•ate. TMj al'e playi ng 
tnei r certiftc~tes , , .... len can ' t 
,:>ose . 

the~, Dan . 
the l?attern 
be used fo r 

It lS a ques
ol' rates v.ith 
that same pur -

H: :. J.h. : It is pe rfectly possible that VIe may be 
1·.rong . If this t hing nakes any breaks anj"1here a long t he 
1 ines, v.ny let ' s ~;et lOJ ether again . \ ,e I', ill be ge t ting 
loc:ether , Mf\7a:,' , now . 

Is the!'e anytntn~ else? 

·~~(. E1..t.l ::s: .. ell , t here is only one other thmg . 

-~'· :.ciCEE : I just r.onde r - talkingabout your bas~e t 

and speculat LOn - I 11nnder if you .nean e very tJu ng you 
say there about writing a letter . I nave foll owed no t 
only yours , out our app t·oach to these va.·ious i ssues ; 
after a drive ~e get ull exc.ted •~oul the f r ee- r icers 
a1d the s:>eculalion in t hese various lSsues , anc: then 'hhen 
1\e c:>.:~e up against a neil issue we ;;et terriol:t v.orr1ed 
r.nether it 1s .;oin~; to be a success o r not , anc then 1·.e 
1\eaken as to our ao?t•oach. ::ow, ~.e :nean r;hat r.e say a."!d 
7.Ul stic;c with it: · 

H.:'.Jit: ::o question about i t . I unders t and the A. B. A. 
is goi ng t o ge t out a letter , t oo. 

J.!it . BELL : No, nol on this . 

74 

H. , ,JJ, : I cun assure you we \',ill ge t O'-lt a stiff letter. 

....... B:.LL: A. "lei tne/ ouiht t o ta .ce a look at it , t '!)0 • 

I; ._ , Jh: .• e aill be " led to show it to you • 

: .•. , .. :.ic"EE : You fdlows can only ..;o so far i n su..;;:est
lnt; , bccat.:se : ou h"Ve no authority. 
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H. :.:. Jh: 115 a mat ter of fact , these Sour ces of Fund 
people say v.e s!lould &O .. r ter s i xteen at d \\8 are onl y ~oing 
a. ter fou rteen; so the ;> ressure all along the line V>ill be 
~asier except on inotvtc~als . 

•'-.. :C:1.CLeS : On the baske t - tne ?.hole approach - i 
a;; in c o::1p1 ete di sa;;ree:nent ·.a th this memoranc!u:n. It 1:on ' t 
be the fi r st u , .. e , out I think that Allan a:nd I :ta ve some 
J!ight c t ffet•ence on toe t iling, but v.e <!t c!n ' t tlt~Ve a cna:nce 
niter v;e met a little wnile this .not•ntng to ;i ve this as a 
statement or una:nimous oPesentation or conuut tee . but 1 
... t.;nt point out where t he differences ner-e are, if you are 
Jn terested in naving them. 

h.':. J:t: Yes , sir . 

. L:. O::C~U:S : 'r.e said t.lere should be a se?arate ari ve 
!·or inoivi(Lals on the one na:nd, and rot· cot·porations , 
1ns tl'ar,ce co:npantes and mutual saviDJS on the other . 
'rae dri ve for ino1 v iauals , logically, shoul d be fi rst. 
The corpora::ion drive should be only a.rte l' the .taximum 
oosslble a:nount has been raised f r om tndiVlduals . That 
i.s ihe most anti-inuationary ac tion . 

J •• J'i: ·.~e are navin;; three r:eeles of inc!VlCU9.l drive • 

..:.~ ::cC .. E3 : Yes , r.ell no~:, I Mve this point of 
au'ference - a !i: tle bit • . Tne Tr·easur;; dll nave a 
ea1ance of about eignt o1il1on dol lars 1n tle ruiadle of 
Jru1uary , and tne drt ve, at that time , aocs not ap?ear to 
be necessary. The dri ve could be postponed at l east until 
the mi odle of Febr uar•y. It does nr'lt seem necessary £or t1.e 
Treasury to n.alntuin such lat•ge balances for l' .e e tln~; unfot•e
seen contin:;encies - for lt~l';;e rede:11pttons 111 sav .. n~s ~onds . 

Tllat was , as I unrorstood i t , the need • 

..• . • J " ' I.e are carryint; a li tile ov~r one- .Jionth 
~<1? ly or money. 

·t;, I in t err upt you'? ! nave h~a a lot ot ts.!:< r.ith 
:.elson , ;;tac:· .a:, '"" all tuose peo::le, •n<.. 1!us tnou_ht 
l:.a t 11' }er.,,uny suoul o collapse t .. c s.toden d.JenJ.turc i s 
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&Olnc t o stop ; weH, t he1•e is nothing over t nere l et wt.ich 
shoi'•S w1ythin~ like t hat. !IS a mat t er or fact, they think 
tnat they at•e being incr eased, because 1~e may llave to pay 
off a l ot of t hese companies on the seven Ly- five per cent 
settlement . So taey t Hink t he out-of-pocket may i ncrease 
to tl:c exten t or rour billion aoliars • 

. J,, _CGUS : You ... eun , if the bill goes t:.rough • 

• l .... J . 1 : Yes, but I •. t. ve been I'll th :\elson - 1 .. ave 
,,:;c ..>to.cy : 8:J over t.e re . I have been all over this thing . 
111is ieee. tr.at so._e ;oeople have, t11at if }er ... any ~ho.lld 
collapse, the expenditure ,·,ould certainly dro:> off, there 
is nothinu in tne Army or .~avy ' 01' elson ' s orc;a!:iza tlon 
rhicn tears tnat out. 

~. • ..;."CL_;:, : ·;,e l:aven ' l t•lOUt:;ht oft at. I agree v.ith 
~ou t •. a l tneo e is not any like1l.t•ood OJ the expenditm•e 
dPoppins off . 

... t ~ . ~clh!:. : I no.pe you a.·e bol. wrone . 

li .. .. JI\: .• e think tt.at t ne c•untl·;t mi)tt be in the 
frw:te ol' :n.i..cd t~<at at t.1f. i'l1·st shoc{ it .ni.;nt be d1fficult 
to raise so:ne money . So I feel veq stronc;ly that 1·.e 
st.ould car•J•y n :.1onth ' s s.t~ . lY o ·· .noney on nand rignt oow 
as the ninia.ll:!l . . 

.: ... ::::..;;L:;:;; : I reel , of co~rse , 1f the ":'reasury !'lad 
t" rely on 1·.hat tne . arket did for it, that :;,a, t.e true; 
la t r.ith the setUf) toat you hwe ,;ot today, for JJO?I ana 
.or• " lon.; time in the fu t ure , llle led t.as simrl) .;ot to -
lhe ce tral ba. k in t11is country, and ever·y other countr·y, 
icr lnal Hltlt ter - has c.Ot to r-cet any situation; and our 
fee.Lin~ is tuat any amount that tne Treasury :r.u:· need 
in rilJ s tncy coulo rai se in bills , i n certlfJ cates , or , 
of cource, • th the over-ctrnrts , us quickly as i t ~as neces
oa!'y . Ii lt 1.as fi ve bi l lion , ten billion , fift een or 
t.\',enty LiH.ioo - V.!ta t eve t• it i s - I think you ar e in taat 
[OSll.iun. I can • ~ i;~.a ine your• tcin· cr>nfron ted vi to any 
3i lunf ion ;·,,ere ~·o~ t.::.ven ' t ot , in effect, liH·,;e cash 
l'tll\l cc~ availatle 1 t.I';>U)• Fed, any li:r.e . It .mst, of 
z.ece"3it;, , te ~ .. at ~;a~ . 

76 

Regraded Unclassified



- 32 -

I just u nted to say t nat so that you wouldn ' t fe el 
~~ 1t ··ot: ure .;oing to have to rely, to .lcet a situati on, 
on yoU!' caslt t 3lances . ~ecause even n.., ht bill! on , in 
• •. at c1rc=stance, :r.ay not be enou.;t. to .teet it . 

t ut Jft er ull , you have 60t to ii0ure on t he sort of 
tLc cnanism t o 'I t r e nave .;ot created to tLee t any :C ind of a 
cc·nci tion up t o tens of b1l1i ons; t:ecause that i s wnere you 
na ve ~otto be, isn ' t 1t ? 

: .•• bl:LL : !c3, v.e Have .;ot a lot of obligations 
.. nn,)nt; over us . ..e n•ll.l ti!J Ve to u.tct nnd ::.eet pretty 
qu1cdy . 

~-- .:..:CU:.3 : In a snot•t tbe . ..no, after all , it 
is 'he res:-o:1s u i!ily of •he centrE.! ba•k to do it. 
'•·"· i s all. · .. e nr·a just i nte;•estecl in seei nf. tuis marKet 
auesn ' t collapse . ..ntu you tnin:C of '\hat it means to t he 
1-:l.llks, our ·o1·.n portrolio, the insui·ance comptlllies , the 
v.nole pictul'e - v.ell , ••e just con' t feel t .tat those l arge 
1 o.!anc es are necessary ; th·o t you huve t he equivalen t any 
llne you v.an t 1 t . 

:.J .. B_ll: .. e aave tn"t :nuch more , tl.en • .. 
..:r. =:vi.L::.:, : It has been reent1oncd above tnat t he 

lnoivi ouals could be postponed until at lea~t the ciddle 
of February . In l uat· event , the corporate dr 1ve, v.e feel , 
sliould be ~ostponecl - J<llan nao a litt le disa~; reenen t on 
t his - until J.arcn or Ap1•il. 

An alternative di·i veJrog!'aru rould .[IUt t ue corporate 
dr i ve fit•s t, the inctividu drive Iur t l.er ovel', inasmuch 
as t he la st inalVioual cnve \'Jasn ' t so lon.., a ... o; t Hat 
: n the spring it \,oul d be eas ier •.. a in.; a ori ve, and it 
l.ould CC I'al't,ler r e.!!OVed iro:;: t ne ti .e tne last. a r i ve \\aS 
.ade . :n t •. ut case , lou coulo get t he cor porete drive first . 

vur reasonJ for the separatiou of t he dnves •:.ould be 
l o concedrate e.nonas i s uoon u:ai VlO..Ials . ..:ost of t he 
c.tfort o.:: a sc1l i.n • vl',)lll t zat.on coul d be concer. trated 
1n tne innlVidual ~l'i ve . A cot·noJ•at lOll dl'i ve r.ou!O requue 
little s ale ~ ef fort . • 
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.:on, somethint; has been said about th~ need of the 
i•~pe tus of hav~ng the tv.o a!l con.e t o6elher S.:l the advei'
tising anc lhe selling or;;anization, ar.d ever~·t.1 ing, 1s 
d ne at tne s&oc time . It seemed to one tl.a t \',llll t happens 
•Jr.cer those conditions - at least happened tne last time -
1s tnat you .;et corporations cornin~ in and sellin.; securi
ties they tou.;ht ai the last ar1ve 1n order to subscribe 
1or lllis tln.e ; tunl you 6et a lot of borrowin& in orde1• to 
carry quotas ; tltut tne npe tus of tne dr i ve is fine fo1• 
l nlli viauals . 

You \'.ant to do evcrythint; you can, but so f ar us giving 
the iJ.:?etus to col'p01'8.tions , 1t only induces them to sell 
~ecurities toey bought befor e, or to JO in and bort•ov. 
money to ta~e securities, ana that er.es up in the tank ' s 
vetting tne secur1ties indirectly. 

For inste..'lce, 10 the "e?te:r.ber dri ve the be.nl;s got 
fou r billion dollars of securities , inatrectly . 

H.!l. JR : he are i'D.llliliar with all that . 

::h.. ECC li:S : 
!ikely to happen . 

So if you separa te the;n, that is not as 
Tuu t >.as the arzu.nen t . 

..: ..• BELL: You 1.oulun't prevent all of 1t, ,Jal'riner, 
1i' you se?e.rated it , particularly if you put any enphe.slS 
on the corporate drive . But 'Ied Ge.nble can tell you; 11e 
ne.d fifty- one chai rmen in here last l'.eek . Outside of one, 
:fe1·. York, they coul~ n ' t agr ee in sere.ratln!; it . 

~ ECCLES: I k:nov. of e. fe\'. instances 11her e the 
cOI'pore.tions had one col!UJlit tee, and tne indi viduuls an 
entir ely di 1fcrent gr oup. ':'he cot•poratlons itad e. group of 
~ani:. rs e.no business people ;·.no !!Ulde a list. ?n"t r:as no 
,ob at ell. 

:..r .. B:U.L: True in s cr:ce places, I SUJ>pase, yes . 

"·"· GA. BLE : KS an example, the State of Texas has 
h.o hundred and f1 fty - fau r co'-'llties, and tt.ey didn 't v.ant 
to do t he job t\•.ice , but once . It l'ii\S oilficult for Utem 
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even to hold one meeting in all of tnos e places before they 
.,ot av.lly i'I'Om tne dr i ve . I t nink you will be i nterested 
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to knov; l l1a t not on e of t hese people shied away i't•om taking 
on u more sel'ious responsL i lity so fat• !IS indiVlouals were 
conce rned ana in changing the basKet in some way so tnere 
v.asn ' l lnls dan;;er of free - ridine; at all . l.'e have moaif'ied 
1t, as ,,ou notice there , and srr ead out t ne i nci V1aual 
·eriod fr.,m the 13t h day of the month until the first of 
111~ month . Tney t\ill ha ve no re:?ort of any sales until the 
ftrsl of fel: ruary . I t.unk tu ... t is a definite step i'orr~at·~ • • • 

- thin:~ v:e all a~ree t•.itt. ;,rou it •• oulcl be tdeal tf 
it t·.ere three or fou r r.Hks . 

: ... 8!:.1: ·:,nat v:e rould pt•opose nere is a sort 01 

i1- bctween ; 1·.e :1ave n"d many su.;:.;estions that r.e no t 
c .. Mbe i t f rom the last - leave i t alone . You have 
l11ese ~c O?le all tt•ained a:1d t hey mow w •• at i t 13 ;· let 
it ,o b11n t:uy . And so!netoony else t'li 11 come o.lon& l1Dd 

sn. , ''Lel ' s serarute 1t ru a put one sect1on 1~a,y out het•e"-
v.ev:ts tl\\uy • 

.. ot·:, tnis i s t rte t .. i n..., : To br rnJ it t ouetller 1n the 
HrJt case, but a t t he sa.-ne time, to nave en oUc:h separa
tion so tho d1fferent States can r.or•t. it separately . 

--· · LI..LLS : I tu.in; tltat is a bl 0 advanta,;e over t ne 
!:>epte~•bct• . If you l.ant l o .. eep tr.e ver: l t.r;;:e La!ances of 
.. ar Loan t.Eposit Accoun t, of COtl r se , it does .ua';;e t,;is 
J·tzcrve t.ting li':e ;;. at \=esticuletes 1 ; u· yo\! run alonz 
l'llh the l:alances of t hree bi!Hon to helve bill ion , it 
n.•., es i t 1.1Uch l ess . cut it CWl be J•andled . ':Le r eserve 
tl,in.; cun be nancled by t he shift oi bills oac . ana fo rth 
1n tne oorlfolio, t nat v.ill :neet the •·eserve require:ncnts 
tt. rou.)l. t he cnange . 

lt . .. . .r..: unve ! au r,ot a rnc:nor· an(uu, you are t•eadtng 
ifHH'e ~ 

·'· E1..CJ E3 : Yes , I nave ..;ot one I.JtlCI t·. ~ usecl. as a 
tas1s of ou t• cisc •ss1on over· t .. ere . ! .;.noerllned P"r t of 
1t ~ocause it r:&sn ' t u co •• J · ttee .e·:.,ra:~<l= . 
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r •• . , J,t : !Jo you want to leave sometrJ.ng with me'/ 

.:! . ;;.c~LES : I Cl!n leave it . It lS a memorandum v.e used 
a~ a busis ol oiscuss ion just ~efore we cume over here . 
' .• e dl.dn ' t have t i me--

i . . . Jlt: I \\Oul d !ike t o Ju.ve tnat , tnen I · .. oulc know 
· .. , al yJur pos ition is . 

.... :c:~E:i: : Before 1·.e get away fro:n the subj ect, I 
o 110 like lo r e"'is t er a desi re fo1• a cne.n.;e in your pro

_r ~, ana t..a l 1s to present tile sa.:ne old s tor~ for the 
1itl1e b!l.nk ~.it•• tne sav.n.;s de:-osit~ . Ycu are just 
'd v· n.:; the sav· n;; de_,-osits or the country into the Feceral 
.... av1n.;s 'JllU Loan , ·•no the oullo in;; and Loan assocutions 
1n CO'IlpetHlon , because they can ' l ~et a t1.o ana a ,..If 
percent bond . 

).ou h!t ve .;ot to ao so:net •• i~g about that or just recog
n Lze tnat they a1•e ,;oin.; to .:o out of the savint;s bus iness . 
H is ser tous . 

11 • • Jh: .. e a1•e in t e 1•es ted. !.o1·. , have you soL!etlling? 

.~ , , :c:\EE: I L i nk your ·next issue, tl.o and a nuf , 
ought to be included ""~r.ever you include .~utuals and 
others on ~o::1e :-ere e). ta~e bas lS • 

..... . J1, : I a SY!n~atllCtic ' .. Lt'- lr.at • 

.. _ ,c:.r..; : .. e '"'ve a p&.ragra:?t• on tna t _e re , cn<i I 
r'urrd 1n t.l.i.tln-· to tne tankers t .le oluCI' d11y , Do!ll , t .. s.t 
Lee · .. L_;~ins , ar d E ... . .:.dwards, !l.nc• l .•C savi.t.:;s sectlon o!' 
tJte ~ . d . A . ll1'e ver·. much t oncerned aoout the s .. ~Uer 
1 ar.~.s losing to th~ ouilain.; and Loun •nu otncr concerns . 
nnd I knov. tua t to be t r ue . 

t11at . 
c::ILL : 'l'ney are .;oine to _-l ve us a :Jernoranou:n of 

, J .. ; n!'e , ~l! t11ltin~ lJJe fOUI'- tllil't, tral:l': 
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" J ..... 3!'l.JUL: No. 

;, , . Jl<: Can j OU stay a minute? 

'j,., 5Pt..:J'JL: Yes ; I am t aking the fi ve o ' clociC . 

Jt • ..' .. ,TJ(: AU I need 1s a minute. 

\1 o "·~' · ccles 1 If 1 Col ttl d Have this t.nn;; here 
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,inotcul t n;; .e.aora!lciu.-n ~o r t.iscusSlon at ,.{ et ~ o.: :~eJlbers .• 
o. : xecuti ve ... ·..::aittee on ::o ve.~ber 17, d11ted .iove",cer 16, 
!J43, CO?Y attacued, I 7.oula like to nuoy it. 

··., , --"1 -.> : ':"nere is one otner• t ine on your basket that 
Jlsarpoin ts oe more than an~tn1n.; else and tc.at is tite offe r 
lOb ol tne cer ti fi c~te to tae nor.- ba.1kln.; investor a.;ain . 

,,, IJZLL: A~ain , ·:.e .tad a lot o• discussion of it , 
.arrlncr, f roJ. <. Ozen s of peo:_Jle, includn~ the ... bte cnai!'

.•. e and tlte bw•ket•s , and eve r·y nod,; else, and tney f elt 
t:,u l if you put 1n a note tl1e t•e would be mor•e f t•ee- r iding 
than on tne t110 percent bond . 1Mt is \' J,at OJ tside ac V! se rs 
tell us . IDld ye t they t ei1 us \\e uuve to <eep somet 1ing 
1n tu~t b·.s e t fo r the corporat ions . They won ' t .,o w t o t he 
'1 ve- year note or the bo~ds , a nd marly of t!:lea con ' t \'.ant 
tile : l'tl:ISUI'Y saVln.;;s note . 

~o r.e t ain:t .. e a re .{.10c,.in_, a lo ~ of :-£ople out by 
J.e~vi:~., out t;,e certificate; ana r.e t.ate to do 1t , ...a:d:~g 
?\II' t .s • l.1a t :nuc:1 harder , a. d \'• e d?n ' t f eel v.e c .,.;) taiCe 
tn1t cnance, muc:~ as 7ie \·.ould li.ke to J.e ave it OLt t. 

".h . :: .-:t.r.S: 'fuere i s LM olece \',here tueJ are ~la;,in.; 
L.,is patter n of rates t o a r~re:y e-~ ~ 1 1 , ri~ht noa • 

.. ;,,, BE LL: You a re .:;e l t1n~; a few o.:: t nem, and the. t 
doesn ' t \'iOt' l':l me one bi t . I I' t hat is tne only thing l'.e 
had in , t he cer t i ficate , 1 t· oul d vote i'ot• i t a hundred 
~e r·cen t . 

·•• :::t.1.1i:.J : .. e1J 1 df COU I'Se 1 \',..at ':le are uelting iS 
a lot rtf cet• tlficates , a.~o ;.e at·e 01n;; to vet an hcrea~1:1; 
a_.:>unt . 
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ll~LL : Fine . 

~!J\ , :cCLES : Tnat is ris;ht , but if they couldn ' t play 
tnat :attern as they do, v.e would get more bills . 

, :.\. Bt.LL : You tu·e Joing to run out of bills pretty 
soon, anyhow. You ue ;;ettine down to halt of ti:Jem • 

...•• El.CLt:S : .. e hB.ve .,oi close to six bi llion. Tnere 
are seven billion or tnem r.e htsven ' t ..;o t • 

..... r~LL : Y:lU have to sto? J0.4e !>lac e if tne 
c.11r e t ~eeps any for cusnion . • 

:: •.• •. cKEE : !:ave ;tou disre.;urded tne idea of :nore 
bills at this time? 

...• ,. r.:.J L: ,;e are leaving it to you to preserve the 
mar.tet and .:eep a good tone . 10e ILuve passed it up fo r the 
lime be1ng . 

H •• J;t : They seem to be a drug on tne nar ket ; why 
put more on? 

":.1. ::::CCLt:S : •uat is r•ibht; t he uar.:c t won ' t taka tile:n. 
I+ is just anol •. er r:ay of put ling .ore into use tLrou~h 
the :Dar{et • 

. t .'.' . JI. : Is tnere anytning elseY 
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1. '!Mt there be no chAngo in the pottorn of rates ranging from J/~ to 2-l/2%. 

2. Thnt wo continue the preGent besi s of mnrket bidding for bills flith the 

expoetotion thnt cooperation from tho market will provide b~ds at J/8'/; 

or bettor in s.mpl e volllJ'l8 . 

J , Thnt r.o continue to expect the Federal Resorvo System to provide suff icient 

roo~rvoo to .-.eat the neads of tho market and to maintain a '(OOd tone in 

the Governaent Securit19S carket at the • otebUahed pe.tte.."""l of rates, 

4 . Th"t the ov9r - :>.ll mti~ g~l for the Fourth rlnr Loon be fixad at 

CU. billion, or which $«'billion should be set as the individual goal 
',1. 
(~billion of this latter runount should be rllisod through the 

snio o!' Serioo E Savings Bonds); e.rd thnt oafbil Uon should be s et as 

tho I!Oill !'or other non- b!lnk investors . Sales to dealers Md brokers are 

included in this li\St i'igure fl1 th tho wxloratandin& that their subscriptions 

will be policed . 

5. Thnt the dRte for the start of the drive be '1\Joodey, January 18, 19(.4. 

6. That the t1m1ne of the drivs be erranzed na follows : 

(a) Et:l!f\~oia in the period f~~nu;•ry 18 to February l be plscad on 

the individual quote or $6- billion. ' 

(b) llrive to continue =til February 15, taking in other non- b!lnk in•1eator 

subscriptions beginnins . Februnry l ot. 

(c) All subs criptions fro" individuals received nt the Federal Reserve 

DMko or &t the Treasury of the United ftetee up to February 29, 1')1.4, 

will be credited to the drive; and th~t ~or;>ontion• will be percitted 
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to aubscribe during Ute entire poriod of Ute dr ive but no p.>.blle 

.,.., ouncomont of GUCh subscriptions will be made by Ute Treesury 

w>tit e.i'wr ~'ebrunry lst. 

7. Thtd. th• ullftl<at should consist of the following oeouri ties • 

(a) Irv:!ivi.dllllls : 

Z - F - G Savings Bonde 

Treasury Savir>ss llotee 

2-1/1;/. Treesury bond (Cell o.r>'l 111\turity dew to be 
deci.de<i just before IUDlOWlCO ent) 

2-1~ Treasury borv:! (Call~ mturlty dl>te to be 
decided just before onn<>.1DCOIIOnt) 

(b) Other tron- benl< investors • 

F & G Snvings Bonde 

Traasury Savines !lotos 

7/8% Certificate of lndobtedneoo (Will bo evailnble 
for subscription by irv:!ividlll\lo but decision witlt 
resJ>')ct to credit aesinot 1ndiv1.duol quota will 
be made later. 

2-1/lw'l Treasury bond (SMo aa above) 

2-1/2J. Treasury bond (Sace ae abo· o) 

8 , lhl\t t a date or Ute marketable s ecurities be Februt\ry 1, 1944. 

9. That the 2-1/2~ long bond be reopened at 1enat onco between the Fourth 

nnd Fifth Yl• r loan Drives . 

10. Thnt MY deoieions with respoct to Uto drive be Mnow;ced on Hovember 24th . 

n . 7hnt t' . Sacrotsry of the Troo.eury send n letter to nll bonking 

1n3titu~1ona or the country po1nt1ne out Ute Troasury1a objective to 

borro11 • • ca!Ch or o= reouired !'lmle •• j)ose1b1• rro non..bsnl< sources. 
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and u k thea for their cooperation in elillltn tine apeculllti ve 

:rubeorlpt iona a n" free- r idi:>g. Aclviae them th!lt there is no 

objection to loons by benkina inatitu'tione to facilitate permanent 

inv.~otMGnt in Government securities i.f such loons are peid off within 

the p~riod speci.fi od by bonk exruninntion authorities (6 months) . 

P . That Cortiftcnte ot Indebtedness llll\turtna December 1, 194.3, in 8l!lount 

of C3,SOO,OOO,OOO be r atWlded and Treuury note uturing December 15, 

1CV.3 tn """unt ot ~.ooc ,occ be po.1d ott in cash. 
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- ..a-rAe ..... tile ..-... ,..w til tile ..... ""' - ,.a.ue 

- ol ... ~ wtl1- ... by ..... ,.,..._,. 

•tU ,_ F*-z7 lAo 

7. h\ the 'bMioet llilooal4 - s.t ol the te11oor1Jir ....t.U.a 

C.l llldh~a• 

a - r - o llnbp ..,. 

'"--7 s.m.....,. liotA>e 

2.1/4$ ~ 'beol4 (CeJ.l .-1 Mtori\y M t. to lie 

.... u.. taft..,_ -· .t) 

~ ~ .... (Cell- -"'"-~ data to -
heided j1lft _,_ ' Ell !II\) 

~) otMr I • t t ~~ 

rao~~oa~a 

~S...tnj!lllle ... 

7/Wo CertUi<:ate el W.b~ (lflll- tnallallle 
,_ '' l.,U.Z 11r 1M1Y.khlalll ""' -hie w1• 
~t to erelllt q&1Jw\ llldl•W..-1 qaota w11l 
...... Ia ..... 

.. ·. . '· 
a.J/4$ 'lr.-r7 ..... c .............. , 
a..w '"--7 ..... ( ..... abo• •> 

a. ,.., t ' • •• til .,. -••.,_. ~u .. t. ~ 1, 1'1U. 

9. 'Blat u. a..l/.111 1-. ....... 11!01: ..,. ... , ., 1-t - ..... "'-· u. ,_. 

ue J'tHI "" r- 111 t w. 
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Nove::~ber 16, 1_,.43 

..;: • .IC'iLY CO: I!· ID.:J;TIAL 

.:.:.;.~,1.11.\WU r..JI, DISCUSSIOI1 J\T a .T:t:G OF .. E.EM.S OF 
l,J,ECUTIVE C;O;.:KI'fTi:l ON NOVE .. Eiili. 17 

1. The re should be a sepuote drive for i ndividuals , 
on lLe one c.nnd, and for cot·poralions, inanrance companies, 
ami mutus.l savh.;s b!lt.ks on lne other. The dr~ ve fo r indi viduals 
lo~ically snoul o be f i 1•st. The corForat1on drive should be 
only afte r the axi:::u:n possible ar.o:.ml has t een r aiseC. from 
in •~ituals . 

2. .;ince the 7reesury v:ill bs.ve a l:alance of about 8 
hill on dollars in the u:idale of Janu81'y , a dr1ve at t •. ,. t ti:ne 
c.nes rot a ope at• to be necessar~ . Tc.e dr1ve could be pos tponed a t 
!cus l until the midcle of l-ebruar~ . It aoes not seem necessary 
fo r l ne Treasury t o :!laints.in a laree bal ance for .neeting unfore
:;een conl i nc;er. ci es suci. as la1•ge rede:::pt1ons of sav:ngs bonus . 
3,ncc t M r ede 1•e.l 1·.escr ve S:,-ste.n is maintaining stabtlity i n 
t ho Governme nt security mat•.<et, the ~ l'easUt" could .neel e.ny 
concei vaule emergency need fo t• funds th t· oueh o£fer1ngs of bi lls 
or cntiftca.l es. In addi t j on , the '!' reasut·y coul d borro•v 5 
ou !ton uollars <h r ectll' frotL the System, non e of vmich authority 
is no1-. be ,ng used . I n effect, t ne t•e!'OI'e, the ':'t•ee.suPy •;1ould have 
a lar~c cash balance, even thou~h i ts actual depos1ts ~ere reduced 
to a Lor. le vel . 

3 . It has been ment 1oned above that tne inciv1dual 
c!'l ve could be postponed at least un h l t he miodle of :eb!'l;ary . 
!c that event , the cornorate dri ve could be oo1t poned unti l 
'arch or A?riL hll al ternati ve p1·ocr u ,·,oul c be to have t he 
corporate drive in February, i n which event t ne indiviC.ual dr i ve 
could be postponed unti l Apr il. 

.• 

4. The principal reason for the sepat•ation of tne d r i ves 
l s t.o concentrate em1lhas1s on sales of securities to inai vi duals • 
• ost of t he efforts of t ne se!llng or canlzation could be concen
t rnted on the i ndi vioual dr i ve; the cor~oration dr i ve v.ould t•e 
<;~ ii·e ~ relatively s:tall amo .• nt of sales effort . Y1i t n tne separa
t~on oi the drives, reliance could no longer be placed on corpora
ti on subscriptions in o!'der to r eacll tne goal s . The Treasuq 
1·.o·Ha receive a I:lOr e even flow of funds and consequently v.ou!d 
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avoid the p~·ment of interest on tile excessive cash balances 
t1111.t result froz. the present dri. ves. The number or k inas of 
iJsues included in tne i nuiv1au~l drives could be reduced . 
_:,:aller tra!"sfe&·s of deposi t s to war l oan accounts l r.an during 
the oas t d!'nes v.ould result in smullcr declines in requi red 
reserves und consequently i n less encoun~ement to t he expansion 
of bank credit .• 

5. It seems cesi l'able to ilavo a pel'iod o1' a month or 
t~;o lc ll·.een the inoividual and the COI'porahon drives . The 
!dva::tn~es o• lne separation '~oulo .ab ve real force only d th 
so .• e i n tai'V'll oi tl.lle be keen the dr i ves . '. oreover , since the 
• c hl or ~he ind;,.v <iual ri r i ves 7.:>uld not be knoT.n !'or " r.-eelc or 
t~ o 1utet• the close of the cri vc, better pu n .. in,; of tr.e corpora
Len c&·.ve co1lci ce ..:ade if 1t ~.e re oos t ::oned until so.:.e time 
after ~uC COOCJ.USiOD Of t Le i nciV.iCUU CrlVe . ..uotas \,Oula be 
eslauis .. ed on a ::itate bas.ts for ~11e individu&J. cirive. 

I.J . In the corporat1on arive , pronsion snould be. sde 
lor l 11c investment of savtngs der outs o.t: CO't:Jerci al banks on 
tr.e l~~& i s or so.ne fo~mula . ':'he formula for each corc'!'.erc1al oank 
'" ht IJe 2::> per cent of lne amount of the bank 's savings de?Osits 
t ut not mol'o than .;: l , Vl.U , v:J~.. . Goi!'JUe rc lul banks have a le.re;e 
a.:.ount of oav 10e:s depos.tts . S1nce they IU'e unable to invest them 
ir. new i ssae s at rates 01 mo1•e tha.n 2 per cent, llor.ever, they 
u:.ve t·e<iuced llleir r ates on savin~z de: osits to 1 l/2· percent and 
les3 . r-uilol~~ and loen associct1 ons and olncr sav1n~s ins t i tu
t ?ns :ire :a~in.; t nis b~;siness , since t ney are alle to invest in 
:. 1/ 2 ;:- r cent oonds and consequently can pa7.. hi..;aer l'eies tnan 
C!l!l co .. erca .l ta:.:ts . by tnis ~roce3s, tne treasury in effec t 
1s .r.coura~•n.:; the ..;t'OI'.til of a cu:;>licute bar:tinu s. ste:.l . If 
co . .J~erc•al bar . s \',ere ?erru tted to urchase ;:. l/2 oe r cent bonds, 
ho~ever, tney could pay 2 ptl' cent on ~heir savings O.e~osi t s , 
l.tHch l>ould place them i n a better rosi tion lo n.eet the competi
tion of other savin~s i nstitutions . 

7. The basket i n the indi vidual drive snoulo consist of 
$er ie s l:: , ! , and G. sav.:.ngs bonds and ~ 1/2 per cent .:tal'.<etaole 
bonds no t I.IVailable for purcnase by commerc i al banks for l v year o. 
The bas~e t , thereby, ·•oulo be cons lC!erably simpli t'ied. Tbe t•e is 
no need of i ncludin& cert 1f1cates, notes , or 2 pe t• cent honds in 
ll.e baa .ct. The f i rst tr.o dnds of inues are no t ;;enerally 
att r•acl• ve to inclViduals ; allhou,;h tno 2 !'t r cent bo:1ds ~~ere 
~Ul'C ,u\:cd l!l lar;;e a::~ount by ina.vicunls tn tt.c u s t Cl':..V£ , a 
con. ~tl'ar.e ":lrt oi' t.-ese pt·c asea ~e•·e s:-eculative in 

.• 
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cnnracter . 7ne corporation dr1ves snould include savint;s notes 
and 1 1/2 •e1· cent rnar , e t able Mtes of .. :arch or June hl48, 
·, .i en . oulii be ~urcbased 1ar11ely by ooroorations , and ~ l/2 
r er· cent bonds , v.hi ch 1;ould be purcnase~ lar~e1y by mutual sav
ln ·s bMks , i nsu,•ence cC!Ilpanies, and couuner'C!al ban:ts uncer the 
,,love fo r•rnula . It aoes no t appear to be dcsit•able to i nclude 
::. l/4 per cent bonds in el t ner basJCe t . Ttte t•e I'IOUld be few if 
any aubscrlptions for 2 l/4 pe r cent bonds t uat v,ould no t be 
r1nced in 2 l/2 oer cent bo"lds , and the acidi t i on of another 
~ind oi' secut•ity · I'OUl c add to the COJn!llicati ons oi' Tt•easur'Y 
"· nMciq;. 

8 . In OI·aer to r educe s.,ec JJation ana ro m erci al bank 
:'urc eses 1n the next drive, dealers anci b!•okei·s snoulc be o.~ 
.. ill teo fro,, st.bscri bir.g for t he new issues ot ne r t han tbe ~ l/2 
~, ,. cent boncis . In acdition, tnc Treasury ~houlc isst:.e a slate-
.nt c.scoJr a,.n;; tl.e extension of bank creC.i t for purcnasin;; 

Jl' carry1n.; ncr. 1ssues of Government secul'i tics except 'Mler•e the 
loans are to le re.,aid out of ant!Ci r ated 1nco.1e. Tne r ate of 
tntc,•es t 3noul6 be not less ti.an ll.o coupon r•ate on tue securi
ties pled.:;ed as collaterd for the loans , an<1 1t :ni,,;J• t also be 
oes.u•atle to t.uve a lU per cent .o.u.;in . Hnally, tradin.; in the 
!lt":. issue of notes sho U.d be prohiLi tee! !'or betr.eer. lE and 30 
-lu;. s atlu llle close of tJte ol'ive. 

J. Hol oers of the Dece~ber 1 oert 1f1c~tes and of the 
Lece:nber 15 notes sr.oul d b e pe1'llli tted t o excnange t11eir holci1ngs 
-~ r an issue of 1 l/2 oe1• ce:1t notes of ... al'Cl• or June 1948. 
·.,tes are s ; .._.:;ested instead 01 ce1•ti!'tcates in oraer 'to eliminate 
t1.e lar;;e relUndin;; pr•oblem tna t · .. oulo arlSe after only a year 
·- tne refuni!tn:; r.ere into cer t l.i'i cates . 
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The Beore"1'7 

Lord Hal l fax oalled and ta1d that the7 4on' t haYe the 

f1sur" aa to the nu.ber o f r1t111 the7 had 1n ingland at 

the U c e of I>unk1a but that I oould &&7 that t h e:r 41d not 

hue onougb rtn .. for t h e eol41ere wbo vere 1n E:ngland. 

In other vol'de, the7 41d not haYe a r1ne for eTII1'7 eold1er 

who val 1n !hg:J.and a t t he t1me of I>unk1rlt, I don 1 t ltnow 

whether 1t11 vorth u,r1ng, but OJ\T-'at that' e what he told 

me. Tbank :rou 'lefT wob. / ~ 
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The seoretar7 

At thla meet1ng whioh took plaoe 1n 1a7 otnoe 

vl th Marehall, v~ no t a tate hov un7 r1nea ve got 

t or the Eng11eh. I think that that would be JNoh 

more 1mpr eu1Ta than an7thlng alae. The way 1 t read a 

1t 1en 't a t all 1mpreee1Ta. / ~ 
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The Beoretarr 

Wher e we talk about the meet1na taking plaoe 1n 

m:y off1oe, to get l:'inee to England, I ' d lUte to aar 

something like thle, 1 Wben I look back oYer the last 

thl'ee or foUl:' reue , one of the th1ng e that I d1d 

vh1cb I am moet pi:'Oud of OJ:' happy onr vae that I vae 

able to ba•e a pal:'t in &!'ranging for the rinee, eto., 

t o go to England 1n her darkeet moment. • Something 

along that line, pleue. /' ~ .. .£./. 
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tntlel'lon : 

I a~ .lad to have thit opportuni ty toni~ht to taL' to t he 

atiJn ' s loa-..in. auvertisinc people , because I have confidence 

in lr.u ability of attvertisin;; :::en to brln ... the fac ts of the 

•;,nr t) tho A:'lcrico.n public . And today, perhaps mor e t he.n at 

. i teo t!te l'lat• bc,;an, there is a vi tc.l job t o be done on that 

fl'.;'lt . 

·r tC de.r12 orous drea~. of a '1~ ·c.< end to this war ~rows c:1ore 

.ct·:~us every da;· . rt is perticularl~ :'J'err '.r:o r i.;r.t 'lor:. On 

e•:cr;· ue.M 1:e see a sur..,e o:· e.cti vity ~o prerar c f•Jr !JOSt -v:ar , 

o••eti-::es at the ex_:.ense of t:.e vital job at hanc . The sbck 

Jlt•::et :,ue Lee1: in e. steao;· plun o OVH nioce word i'i rst ;;ot 

n~J<.mtl il;11t ihQ tazis are about to Cl'ack . •t :tc nev;s!'apers 

.·o~ulul'l;· report now si, ns of the co1ti'1 collapse of r.ernany . 

o one in .• achinr.ton ce.n ~ive .no any c ncrete evide~ce t:.at 

:·.::. ~· i. loiter in on the bt•.:. •• : of ca:-· tulatio:t -- enc .: have 

• J li. .. t JUt r rae ti call ; ever ;Jnc 1·:ho I.Jul · l.e ve an:· reas J~ to 

ct."l tell you t:,at Jn the rtalia:1 front the azi 

tt•?,_s are not near cr acl:in;; . 

rl it al\'lays possi ole , of cn•rso , thal the pe:>pl e on t:1o 

': i •J o Front 1-:ill be unable to inl;c t:1c ~ad news fro-:1 Lvssia 

J ... • • c le1•:·ible dedr •1ct:on o• ,. bonbv a!'o rnini-1 
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:1t :r t .. c . azi :o·1e !'rJnt s .• oul<' c••acl: , that mnlc be 

a . : -" o.ll. ~ n the r.:cenii:::e , v1e are onl: pla,r ;.!'1~, .i tler ' s 

• 

_ c r .. en 1·1e ooc peace jutt around tho corner . 

I • : onv ' nced , b;• tl:e wr.;,· , t!tat the 1iazis have a pro

t·~ c to:•; lntct•ort in t, ls :·1ave of optimism. 'fho earl signs 

Ci' :.~ coll:.•.se ca Je fro storiet printed i.1 ·azi controlled 

.. &'e l'"; ~:.~n f ro. '.:ravclorr ·~tor ' ermo.n;r , who t•eportcd 

:. o tc•vnt i tJ :1eutrc.l .tv.;~ r>!l-' e~ c:.ie.!'ly t .. :>se with pro-

r.: t e:"lclcs . .: ell~· , · itle~ hi 'S&L ~!.nc. ·ec! to cJnve·· the 

:.·, " in i.~ .od Pccent ~ne cc; t .et life i.n 'e!'"le.n~· is 

:1. I c• 10t t. ini: tl.f t no ::.n .• . '.)cb1..cls ·.::~ulu be so 

l tl I' o~:t . epin u: pos ted ol' o. co:1i crici& unl ess t:.ct•e 

i· t t•e. ult in t'.o hat s:>•10i:hcre . 

o=u l.t\0 :.r..il nr. ea:•l c,•ac. ,- up of the . er w.n nation 

.· 'l tc.l.eC to ~er ... .t..n :'ri s., .. er!: , • cu.:t ac:urc iJ~o·.; of t:.at . 

.e. . 11) !'irrt !-.n.n ~·c?'rtf: 'l t".e rta 'o of "lind ,: r.:.!:oncrD . ~ 

-~ -. vrao i'l Tt:.l; . .Hey are .i.~:1t;t arr:_:ru:t . 7.~ey !oel: Dve 

i'! . o!! iller, WI sa~· ti1e .. uesic..n ca."!po.i._n i= the i'r..ult of 

.1e Cl''1a n enerah . T\ey <1~:-: , t un ,1orr t&..•cl 1:hen yon talk to 

t..c ~ al.o:~ t ~o 1oc racy . They sa; .. : u . .'hn t~1 ' .. nl\ti1n wi tho:Jt 8 

11 PLror? .,ll ·~ t it c ~aos l" 1'hen i.f yo11 , urruo Lnc subject of 

t: ci r • re~c~t loader , t!lej' :1n:' fl iL no i: ot ~or"ecti ·:m -- 1-f' 

c . ~11 ·---.. 
V<Wt ~1 i' , . - l ' 

...;\.1n~1 .e;y ~ _ ... n 1 cno or . d.a 
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t .• i: , _cnUc .en -- t hey sey their next :·uehrer r.ill 1~in t he 

,,;;t _rent ~.o.r . !;) he1•e ti:ey ar e -- these defeated prisoners 

tlr an.; pluomln.:, another assault on ci villzation. 

r .i.e l s ~no r eason 1·my we mus t concentrate on flghtinc t he 

.. et • l'i,..hL up to the last bitter day . There is a LOOd chance 

t • ~ luttl..v do1111 now can neenlessly urol ont the l'lar f or week~ 

ont :: . 

.. c.~ in !to.l;· t:1ree wee~s a ·o . ! .. cnt r:i L "eneral arc• 

~oo!...,1 u: t~ t.~ f!':l:lt 1:-:'.C~ . I ;Jrovc :n a jeep throut_:. the 

~.to.: .!" to C. epot '.:~ ti.in S. .,..ile of the ue.Z i lroJPS . : ~7ent 

'.ro~ :. r. t• • 11 vlll !\ (; -- or r::oct <.ni , a ~cr1 C.ars before, been 

98 

e. v~lln,o -- cc.llecl i)1•avoni. It •:1ao still onouldel'inc, . American 

· .ll1·Jzorc \'lore cus.r cloarin debris \ltti o .. · the ctr eet s so tha t 

' !' u •::-1 truc\s could. ..,et t: .r Ju_;b; !Ill nL .~c snot our jeep 

to ell 1 aiu'' ,o,·cr a "il' OJ weonr; an ::tones t •. at t .. c 

'e,. 1 ef~rc !.6. been a :~blic l•ull. l .. _ . • ~t ;.a~ ahJut all 

~hc:·e 1.at left of ra;;oni -- tlat hu c pile ;;f r:recka_e. It 

.es the sa"le in a half rozen other s-,sll to;.'l!~ thd 1.c pe.s:ec 

f,,•J•, h . l'hat ha1peM oecause the .azie don ' t like :'it;!ltin~ in 

'he <>:>en . "':.e;r run f r o-n buil?int to bui.ld!n;; , anci a••]<. Gl s.r l: ' s 

l!'t:, ' n•• or· .Ti~•'IIY !>oolittle ' s ]llnner. simpl y have to tal:e the 

Lu:lc:n,,o ~;J'Ill ~.·ou~· theM. It is , Tern toll .rou , a ·tii'hty 
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Eb .: tlih dif!'icult process . .hen I broo.<ica&t fro::a Al~iers , I 

J'ntod .ut a '"lC of the difficulties of fi&htin& over there . 

"I nad no ideo. , " I said , "of the terrible terrain in t his area 

over w i ch v;o must fit,;ht the rrazis . The area betl·;eon :~aples 

c. .l:10 is mountai noua and t hick with trees and foliage . It 

ir ireal !'or defensive action , because tt.e , azi forces can hide 

' · ·, in t o "'OUni ainr , an-i fir e on :mr f orces l'iil.hout being 

r~cn . .~,· :'d:er. thc;r are d riven fro:n one nountain , t hey need 

1, to rlltreat a fer: nuncrea :·ards to ano ther an<! it is the 

• n: t in ... all ovo.· e..; a in . " 

... incc • l eft Jra Jni , t he Allied Ar niec i•ave nana;;ed to 

ct fHtcon milas closer to _,o 10 . T'J.vo bl ood:t , L:u•d- car ne<l 

'l"r • I'Jec., , tuat ' s all . ~ut it isn ' t t he fault of OU!' fit;ht 

·,en . ':he; are t ou;;h ana in t he "ink of condition. 'i'he 

feet -~ thr..t no ar"lY i n the ;·;orld coul c ·ove an;,~ faster . Tt 

::!.1 :.e abos t a ""iracle if 11e a;•e in · .o:re be!' ore C~:oht:ne.s • 

. .n· Let ' s t:.e J_licture on t :e Itnlian fror.t Yl.ile ae , back 

.ere , aro COO(; rab latin_ ourselvee O'l llolidun off the ·;;e.r in 

, h"r •·• . "" . .., . 
ut ~van t hat ' o 1ot t he \'/ho lc o to1•y • 

• ·,c •;:nat! er it closlnr in ovor ~he1•o . ,)ur t ro;Jp:; me.y be 

.itr.,ut a.i r• protect i on :nore of ll.c t i:r.e t lul.n ll.e;' ·::ill he.vc i t , 

• • t. -:· tcl:i. 1e t .• :..:: ail• FOtectlon i~ ~:.:tt noout t :.e :ott 

: ~"·r.;· •· 1~ f • . • . . 
• · ... "' ..... IU ... ~c ... or l!'l .o":.crn ... '1·: a:: _:;, • 
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1 lal::~o to .eneral Dooli ttlo about that in Tunis. In his 

t:nt· l'l .:n, lined with huge :naps of the entire Allied battle f r ont , 

he ~ .o1.od tre ho1: aircraft are di5patched almost on e noment 1 s 

1Dtice to eny l'izhtin~ sector to take co.re of diff icult enemy 

i 1plo.co"lonts or s tubborn resistance . J\tst tvto days before I 

, •·.•.i. vud h1 ·'mis , Doolittle said, so,~e of tho forces i n Italy 

:Jre en ·ht in .zhnt ·' cht have boon o. serious trap haC. it not 

ec. r~ .· t:.c 'ieC.ilo ,.J _bers called to ti:e scone . 

: . a.'\ h~l'l' or t .. o the bonbcr,. l!B.C: Oll••o a job tlc.:; t 1·::nlc . 

.::..·; been next to i:1pos . i ol e v:ilh~ut t •. c., -- o.n" cer·hinly I~Juld 

'\o r.car1t h o.vy, blooct~· losses ! t .. is t·:o.s onl ; one case t:u1t 

lolittlc poj t~<i. mt ~.here a te.tporo.r sotbaclt ho.d been turned , 

t:.r o1t. \ .i. '"IOdiate air :upport , into a victory . 

::ut ~01. the l'l:nt er i s here , llll• lite \'leather is closin£ in. 

~i· i o t.loolll t tle an~ Air-I.:arshal 1'edder ce. tmo t send airplanes 

;-.:.ere , at e.n;· ti::e , on a "'O 'lCnt ' s 10tice, as l.te~· aid t~is 

t ~~ ~· . !: ~:.ere any rrc!:lise or eet•l· rcaco c~ Jut t;tat'? 

' , c• .. ;•.;n f in:! !:ope of quic!: victor. :n the ract t'tat 

t .e ',11~<- 'tc.·;e sLill ·•ot Cl'Os~ed tl.c l narr·o•: •itch called tho 

.. li ~·. -. •. anne! , l'or t:.c simple t•eat n thcd. the other tide is 

li.tctt solictl. nith suaden death·. (;llll nnyuna !'Oallv t hink it 

:.. . . o:ttr; to •. u oas. to br inu r crman;r Lo her :moes in uncon-
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ition~ surrender l'i!.ile her tNops are planted within gwtsllot 

J ro~t rltaln? 

ut uecauso the ,e.zis promise, th1•oueh the i r propaee.nda 

1 'tl'M , , lo !'ol d up; ancl because we ' tl like to gel on l'lith the 

euco, tJo 1~ 1y o! us a re gett inr; ea• Ol' lo side t r ack the main job . 

ror·s .loll, , 1 think it is zcdot>s onJU(;h to call for so:ne-

l1 , .• ot' inu ; end I care he r o toni:ht because I thi'lk 

J t. " \'o:·~isc r~ and advertisin_ people \1l,o are alread;· using 

~ ::· tr. lc' tr c.... .'acilities an .. eniuc to rAke the !>'Jel'ica!'l 

:te un:cl'dO..'lt llln~· of the .::acts of rr:~r , can no still ~~·e • 

• ar:.ec ~·o:.:r help once before . l.OlH'ecentalives of ;;our 

.· ) • en .• c to .ar. in .. ton a year o. o e.nn :; told t:tem, if I 

.•cc• 11 CHl'ecil;,- , tho.t we were faced wlth tho bit:; est selling 

" L ldot•y with practically no pre cct.i.oni to <;o on . 
\11M 

il'uu. , ow~dvertisin;; founcil, ;1ou secured the volunteer 

l ~r tl e ablect aiivertisi~ people in th~ ni.tei! States 

t 'n. . ev ·r;o!lo ·~ows 1'v.at a S!llcndid job has been done . 

rur · ·~ thO) ':''•ird ".'ar Loan , adverticer& rpo.,soret.i. d3 , 0JO 

veJ•tise •.ont.c in t ile daily nc'iiS!,lO.pe ·s - !l to tal or Gl , .~73 , 5d.i 

1 · Qr , Ll n cost tJ themselves of l!:IJro L:um nir. und ono- half 

.:111' 1 "~ll!ll'O . 71'1:> - tl j, ras of the nc\ver•l:be :ent s :·:ere tJN!'C.red 

, .. 
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ut c;r tl1e ,ar Advertisir.;; Council . 

mtll'<>tl,)lJII t the Drive , I a'1! told , practically all of the 10, 000 

.. o:,_le~ CIU'ried c.C.vertisements v:;,ich were pai d for by one or 

'J!'C l occl husinersos . 

n , oU:• eM wee]:ly news par>et•s , businest supported t!1e 

c~ ""i. n r.it. nor o than ei,:!lt and one -hc.lf :ni lli:ln dollars 11orth 

..,!, • :e rc.d~o j·ou did a i:!D.<.nificont lob. "),e ·:llt~onal 

.. n;:c~·t:nn o: _,roadcasters tells r.o 3 , 3.>:. hot:rs of radio time 

Lac ~vO , ,~0 llll~ounc e,ents (vc.l ued at ,12 ,000, 000) carried 

.it• cr Loc.n me3sa~es to t he public , tht' JU!)•out tho de.~·s 

an: ni [.htr o£ t he Dt•ive . Throut;h the /,llocation Plan end 

t. it.ionally contributed time, advortl&crs played a ;to st 

n~.·ta t pnt•t. Yo· ;_ave us t.,e use of Y'>ur best radio e•1d iences , 

.• t leas 3 , ~.~0,u00 in me.<_az~ne S!"iCO we.~ :-r ovided by 

~ 'vcrt ite t•r on• tJo llll - azi::et t:.e"'sclvos . 250 ..,e~e ral me:ezines , 

S.... ftt• jJ..:rnc..lc an?t .. _50 busi:tcss an~ trec.e ·a, c.z:nes ea.c~~ 

:: t~'Lltcd a full pll e . 

:. lvorLicet•s am: t:te OJ.tdoot• I•1d ur.tr~· provided b;· e.ll odd s 

~ •• c o:;t cxpcno ive outC.oor s.JO\'Iinc of ull time . 1 c. r to l d 

t .l c. Hfl ll valuo of .,1, 700, 000. 

is 3 Heer. ce..~pai.;n , provi ded 1.::; aavertitePs , • JUl .. . \P.ve 

rcinl advertiser .130, 0V0, 0.J0 -- 10 "ill: n ao lle.l'~ 
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~tti:mal ~ut• vej' !:lll e afterward reve~tle<i t.;,a.t ::o- of 

t:.~ :-e.,plc in the c:mntry :;new a.c•out ilte ~hnd "ldve , ann 

~ 1 cL•otJOO tl.a t extra Bond n • rchases wore Lhe ··~ea(•~re'l\ent of - . 
.. t•t ' clrntion . 'i'1 is was an important contribution, for i n 

.•e•::J •c 1•lvec , too much of t he m·blic t ook tite position t:1at 

~~ .~ c n 't "'1on.n ":le . " 

.J" ~eo , t ... rei'o re , .:C.;;:Y....;.P..:;t_ ,;.;l'li .. ': 0! l ho j:>b a.dvertisin_; 

.Ju .:;.; bo i:ltcrested to ,_. :>H t11t • r.l¥ c . .;r.~:ric:.cc 

vc.•Llsin ln connection wi tL t hin war stcrto • even beflore 

l e ••n1• 1.00 llS . 

It Gtnrted back in the days when t occ ol' 1\S ''''J felt 

103 

l •t en cllnc .. on tne "ni tec ~ ta ' cs •as inevitcble, r:ere tr;;in., 

~J ..,et l! o c:>•:r.l~· reac~ t o defend out• r orcs a ai nst any 

rernr. ('.tr l:i ·est job r.as tr"' T to ~.a::e tne reJ: l e see 

~ •• , t~ t .. rre~~<lert se.i , r:e coul:n •t s>:•l·• clit1b :.nto beci 

~. ~ull the covers over our heacc . 

:.1 t:.os t da;: -· e.\iod !.'o r ~·er.rc a o •• ~all up !lOlls 

• 'ir.teo 1ut t tc.i 02·· of all !)e '1ocrnt~ and o~1' of all .,e!'ublicnns 

.. . 1•c sa:· in t ho.t 11e simpl y shoul d not t'it;ht , 

'fel olepr J,(. to be ta.~en to rrotcct llUI'COlves •• steps 

t .·l .. Jrl'ic<l r; c .\'tericans because t.toy lLo•1)1t •.:e r:ere 
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• .i.t"n •.::r; ir.vit:n~ war s inpl y boonu~o 1re a<i ittec its 

,•Jnc:1. "ut even then w;; ne.ci n , "0<1 idea of "i tler ' s 

I. I ) t'(\ ,o fult r.uro he intended i take 'ri tai . in the 

· o l li41, and t!.on joi :l f or ces wl th JnnM Md r;o to :•:o r lc 

' 11r l.r• tLo fal l. And we could not be ~·tro ·that ihi s pro;:: rn:'l 

1 nJt tuccecd . 

• )·c • cver~•one cvcrJI . .:'Ierc o. roes t:.a~ ~:o were sc. ec· led 

:ut t' · .- s 11ere iiif::'e!•ent t'., 1. 

104 

w•: n Jton'cirl: , anC: the .·'all of ' :•a.:cc , did :1ot arouse t.~e 

·.·c•·icr1l oeopl e to a sense of the r • ality of lha dan..,e r e.nead . 

:tor•o wn& tho very mo:lent when tho lit:h t of civilizati.:m in 

.europe CBliC nearest to dyin[ , pertU\"r fo rClvet• . !he !'ritish wore 

~~ .!'c.~ e . Their entire futu re , t!:e ir ·:: .. ole defense dep~nded 

o' ti !\•oriel, ann cettin_ it q•tic~lv . 

'ndon .:hurchill h.e.d "'ade it clear t>rt e'l •::>:-red lorses 

~ t 1 tX~i;-.:· had been cta .... ~et•itlc.. . :;rito.ir. needoC ever;:thi~ --

~ •ti llc r" . . , c. ~unitio• , air craft, an• :ort of ~:.11 rifles . 

a· l,- 'JJdj ed '\11'1 lu Ln;._land hed to bo !'I'eparod tJ f i ..;nt off 

i..va~lon , but in all Britain t hot•e roet•o !li.l rifles fot• t :1er.r, 

·•• 13t nc., of any Lin::; else, and )'01\ cr.n ' t stop .• azis Hi th 

: t t c:~ .. c n · t t Jno o. 
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1he _, riti&h needed help. ~onehorr, b~· sorne means , t·:e had 

~o ·ct them some rifles, and enouch other equipt~ent t o pre

·:..ro iho:n for the invasion which seemed 1nrn1nent - - and 17!lich, 

if it ht1d bean invninent , al mos t certainl y woul d have been 

. ;;ceo s ofu 1. 

Genorel J:.arshall , and a group f r om the ·:,ar and J1avy 

Jc :..r~cnts1 C!l!le several times to ey office to discuss what 

-l_r.t bo cone . After tv:enty years of peace, we had ver;; little 

e:ui!:.'..bnt of any sort to use in fightinc; a war. But ne felt 

.:Hl t it 110 due deepl y enouth ne could find sone obsol ete 

.~Loriel , nnd perhaps s ome e~uipment in private hands , that 

\/ou ld help out . Before l ong I'Je found quite a collection of 

ur.able mllteriel. For exampl e, rte found five hundred old 75 

·~lllimeter ~;uns , and f our hundred Thompson sub- machine J::uns 

left over from t he last war . ':"he i:avy turned up £i ve thousand 

obsolete 30 pound bombs and the ArMY found 560 h~~dred pounders . 

SJ~c 1lkce , t70 found 80 cut- of~datc torredoes, c.nd someone cane 

up with five hundred 38 caliber revolvers rth ich antedated even 

the firct iforld "/ar . 

T<J arm the foot sol diers and tho !:orne Guard, we managed 

Lo dig up noa1•ly a half million riflos . .le micht have added 

to this several thousand more ol d Sprin~field 30-30•s , but 

tl,ore was no n."Ounition to be found nllJI·:hGI'O in tile v:orl d, and 

·:.c .-una were no rood 11ithou~ bt:llets . 

l OS 

NU~ ( Mctf>lc,l. - Le ... tK sf"• "' ~ " ~ ~ )-/tvt ~-
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~;.r t t:J.s e •ui:ment cJulc 

• .l l-.;~;11. \.() tue : ritir- ,,it:1out ; •volvir.,- tLo A."'lcrican 

,,',on l.>ol. bnc:, over tie lc.st lhroo OJ' four yee.J• s , I 

t..:n:: t •. ic oetl:l stands JUt o.uove dl olsc ln I"J !'l:nd, 

'ec~ cc t.1c rtO.::er were so .;!'cat . I nn pro•.:d a '"~ he. ·r.:;· t o have 

c. '.t.nu :1 c.I•:•~;n~ : •· f.;,r Lis :o.teri.el to .. o to :n:la.-:d in 

s .. uoder o. little to iil!.r.;; of .lur cast-

J c ~: en bei1 t:~ro,.n i nt o be.t tlo c. a:nst the ··azi ' s 

o1crn •.ac. ino r · of war , but it was certe. i;l;.r better t :te.n nothin;; . 

~ltnin ;;ac a o.in ar!'led , i nef . icleni ana ·ne a~·er th1u..;!l the 

:;:r·~··,ont may he.vb been, e.nu clvilizati n r aesed e. crisis . :.;ut 

i.t •.:n:; e. td ;l: t:· ne.rro·.v S(l_uee.k . 

Il 1:as l.e.c?. ii: these cla;·~ ~:hen l'ie •.1erc rtru: lin£ to :-~al:e 

Lc Jbl:c :;ee r;',c.t star:: aa.,:;cr r l n;• ai:ee.c t'"lat :_:el'ice.n 

t ... v r'~:sin.c e:t !'~rst ca::e to t~c e.i ot t:1e :r ovc~:.ent . :t 
~ce od ~:,vi~a5 , a. least to .e ' tnc.t U.c. .c :e!' lean r eople were 

not ... etti .. _ the tr•ue c l .:_:n if i can c e of t uc new:; rcyorts . : he/ 

L ot ~ee the a:•r roe.c:.in_s uan~ol' . SJr.et .. _n •. ~ore positive 

, .~tc ~J uc dune . 'That s:>.tet~lin ~ , it seemed to me , r1as sou.: r;ood , 

~cc t tnl , .1at•c hi.ttin_; a<:~vertisi nt to '1ol1:> the people see and 

:eel. .. :.nt II' 1.erc U!' e. e.inst . 
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ot lo~ n tc•· that , a~ vorti~in:· be .... n:: t~ appear . It 11as 

,t 11:1 d for :,~· pt.t rlQtic li.r:cricnns .t':o too:: upon t heJ,

:1 ,r: L1o •·c ~ :;>J'l cil..ili t~· of ·.taltln~ their friend~ and nelci1bors 

v.tt•o of L e riLuation . •J.·;~ey 11ere 11ritte 1 by s o1.1e of you 

• vurtlr.i.l ten , ~ t h i nk, 1'1 oat·~ nero tonir,nt . You were 

:, ~c . s th~n . ::ou 1·:ere pioaeo l'in~ tho bi _:. est job of pui:J lic 

.')r .t ' n .i.r Ustor;; . All'l ·ou were pioneeril\.., too in .; ivin:; 

·;et•t:ri"<. t.!•e C.i_nity oZ social rosp<lnsibilit•· · 

'uvio.td,; .:o cJ~ lo not continue indefinite! to !':na anti

~:.to. ~u:1e 'nd o~r· bits of· c~uiprncnt in private cands for 

,c ritis to bu;,· ant' use . T'·.e tiMe hc.rl cone to tue drastic 

rtcpr. . .c ner: for exampl e thal a few monthn later t!:er e 

1·.1 1 c n cl'isio i n the ~ritish ,,avy ; that 11itl: t :1e J•isin..; 

J .or 01 ti 0 'or nan av-_,· , !lritain \'iJU l n hnve t oo few s!:i ps to 

~fe:1 .cr•rclf , ht lllon~ koe: the inva.ci • ¢ is in any ::ind 

0 c. cc:: . 

,'i,e • 1ulie ilad to c.e r..!l.O.e nr.are o. t .i~ s:tuati 'n . :l.e 

~ · ~l'i t :· o newspo.:_>crs went t o ,·:ork :>!'1 thr. :>r obl e"l editorially 

:.1 '·' ;v :>•·ore.r .d an advertisir.,. cru,paivn that .:el ped ac:, icve 

' ~uzln., res,t lt ~ . T:1at v:as only tlu•ee months nftcl' Dunkirk, but 

ll.. ic llup bo~core beran to loolt anuch rU:l'erent t han i t had 

o. l'O . Sixt. !'Cr ce'lt o: the Aoel'ican pooplo rbod solidl y 

J'' ihe Preside:tt i n tre:Jsforri•' 

Jlster t ci~ ~v 

ov .· - c ·ed destN;·ers to 

, eople :~e:·e oe-
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• ro .. :ont .. s later tuere ·.-;as another cduca.tionel job to 

· c , .c . a:i bJats rrerc ...,r evcnt in... ~ur r !lip in f rom rce.chint. 

·t. u .. t ,, t' m . 1t becec.e ncces &aJ•y eithet' t o convoy our 

t•oi .ttot'D ?!' d~ply t~ consi!)ll a uooci part of our materiel 

·~ '''· Jv•\OS . An c.dvertisint c811lpai t'll was r. le.nned '. s ea ail 

- J .•.l be n·~ulic ebo>..:t t he 'llroble•~ , rnr e.t;ain you r:e re 

__ J " ~"!.\:\}' • n!'lucntial editorial colu::m~ . I remember one 

o t e e vort',te~cnts . It was ~:oe.ded •o:.c.,r , r . Fresident , :;o 

n tad ~na cleer t'tc .~tlantic . " 

:~a.'l. t'.c 'Preddent was a!>lc to do ;n a fireside chat, plus 

... 't ;ou r:erc blo to do , · e.ined tho su'~'uort. of e a.iorit;· of 

L c.·i cnn •1oters behind the i dea of nr ·••l n:· nnrt c?nvo""i n- ot:r ' • 0 

: .i; o. :lft. - five percent of the peopl e backed t:.c decis ion , 

e.n onl: t1 irt; - eir;ht perce'lt dofi nllo!, op o~ed il . : fe;·t 

.. ::c .• bc~JI•u , iift y rercent of tno pco]llc !16<. been definite!;: 

~ air.Gt it an: onl y fqrty- o:te percent nere l':illinr to see it 

ono . :.ero a e.i.lt was a victory for t.1c oolic;. of letti!ll; the 

:orle .mow the facts . 

Public senti ment i s much impl'oved no•; . "'oday the !;ati.on 

ir •nt onl" solidl y behind the 11e.r, but ha$ cone o•t record 

a• l.i.s .. in to te.J:e on a bi t; st.nre oC l::e res"lonsibility in 

:.e lri•~t; r .op l:te •;;orld peace throl:)l ·.:orld or' an ize.t i on . 
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~:c:, o. \. \t che.n,:.e was due to the Jnr attack at Feul 

•· 1•. 01t oven 11h ile tile Japs ·.·tere !JU llln~ t heir sneak 

d t:.c .. , Ll1ree nl'.t of every ten ~'l\orice.ns still felt that it 

· .. a~ r .oat .i.mpo!'tnnt to stlly out of t ho Eur opean l'lar . 

:i.e rt rikln;- reversal of pul>lic sentiment fr lr.l nar row 

· .Jl·~ · ,,ir• ton c·1~ple te acce!J tance of Intcrnati:malJ·e~ponsi-

., . . ... ,. 
...... "'"' - oml!:ont to !It· l.:.c cduc11tl. :1 . 

.• " ... t ir ro;,:n, by 111'itin., o.nc1 ft"1a:tcin·, advertis :l' .. 

c - - : .. , • ns 'lUCil to do ·.-1:t;. tlu>t ecl.ucnti l!l over n period 

• ~i t er ·n: othol' ..,r oup of roo,lc . 

;, ' Me the early da;·s , .hen r-:ost of t!,e 'o'IOt•k nas d ne in 

r :~ t•a ti ·o hi' put r iotic vol unteer s yo•l hnve taken the war ns 

.v;.tr ~!·ofosdone.l assiJUilent . I t is no lont;ot• a spare time 

Jfe,•c.Lion. You are ;;:t'~J~< r best· br alnrJ • anl cmvcrtin..; 

rizcacl<' ortiJnS of your a!'propriatlons to W•.i.S \'Ill!' inf~r-r.ati >n 

.J, - '\:·= job r.'1 ich I 1·:ent to r e..,ee.t 'lUst be sterped U!', !lot 

• :l. ered off , as we r..arch tor~ard '.'ictorJ . 

~ ·c of this ·ncreesed \/at• in!ormation ef:'ort ce.I:. e.r.ci shoulO. 

'.o c'.nnnclcd throur;h bond e.dvertislnr . Prr.,otln:- bones , I feel , 

i: a •'ouolo -headed job . !~elf t he job i s .ro.i si nc money , but t
11e 

,L,,ct• :,elf is Maintenance of interes~ in this war, Mel what 

t 100.~ Lo ever:/ .k!:1Crican • 

. o .. i t o. ;.i~- s;-ot i n Lis Job , : l:e l.i.~ vc , t .c de~· t: e 

it• .M' LJiln opened, l'~ic:, also WilE t..e no.: rtal :·; r~e:trlet•en . 
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oc:•cd ~: . .al tl.c erf ect r:Juld be on the drl ve . I r.as not 

One oi" JUI ' State Cnairmen called u~ anci said · . . 
" .• oll, • uoc c t •. e T .ird .iar Loan i s of · -- the war 1 s over and 

4 o t'.J 1 o 1 J need to raise mJney . " 

:;;> wo co.lled in Ted :te ,plier of t he Advot•tisin · Council. 

".1·itc ut (.n acvertiscment the.t will stop t ois in ita t racks , " 

t ~1. .,uz:plic r , aM !le went to •;:ork on a. crul aavertite:-ter.t . 

u ~;t t'.::le'lbcr it . ~t sai<l. : " ,ill t!ce fut'rer.der o~ Itel ;.-

~rn c.~:n! ;.cl\:ecn :ro~:~ :?eople s.n" our•~ luc nd stn?tec runnin;: , 

.G_~xl cla··L in 970 newspapen t:u•Ju 'ul t~.c ~tion . "le 

.ollo•;:od litis up by tell i ll(; the peopl e tho bitter truth about 

our CClUi::,>ment loss es i n Sicily . ·:;e must have had a soberin:;: 

o.'foct on a lot of people , because .-10 dinn •t cot any More ?hone 

c·lls , and that rar ticula:- sur~:e of opti"'lism soon faded away . 

I nmt to "':a~'e one ~ore observation. 

" ,·ear aco , I went to ::nsland . ::.at I sa•.1 there £ave me a 

lot of inspiration, and a lot of confidence about the outcome 

of this war, I came back knoi'Iing in my heart that we r;ere coi llb 

to l'lin. The British had survi ved the Jllitz; the Russ ians had 

stopped the German advance; we had halted the Jnp drive in t he 

l ar lio.st . Slowly and painfully the Allies wore overtaking t he 

enoMJ ' s load . Obviously, it would t ake a loll£ time , but in 

~:.e end ·.~c riould win. 
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.. '.en : returned fr:>:n the fr~nt ear l!· t:-in mnt=. , I still 

• clt tt: .•c ue 1~oula win , but : !elt far 'Ore r ri "II aLot.:t Le m.r 

t •n I <lid n year u _o . I had an opporb:1itt to c!iscuss t~e 

~ct.url fi(:ltin.., and the nature of our enemy with many American 

u·, rlt it 1 officet'G and men . I wc.s 1 von n lli'Ott? clear 

: 9~ of tho horoisr'l reoui red of our :nen ,;:ten t hey .face the touzh, 

:r..-:11 tic •. azis , and as a result I ao ieved n hcnltny respect f or 

t :.e 'loo• 11.1\ sweat ti:. a <·oes i nto ever" foot of ene::J~' ;; r ound 

:.c tc.::c . .,n.' I found no evidence nn;,'l·: .ere abn tl.e line t:.at 

o arc neal' tl.o on> , unless t:1e e'lC: t'lollld C:>"le tJJ'oU[h so"":e 

f r~· ~: of ci rcu-,ctance . 

1 do nJt \'lo.nt to UJldct•est,i.:nalo .'JIICVOI' , the effects tnat 

tl.e terrible t1cfeats in :tussia, or tho c:"ehnrtbn of ~-er,nany , 

u: t hr. ..-e :> .• tl.c :·nzi ·,_cc Fr,n\. , ':':ult do~tructi o•1 "lust be 

. c t~ct:c . :;:n ltal:· : sar; w:.at · b~ cnn do . I sar' t!lc 1-oPt 

l. 'l lc, , l;·in~ in e. ·;a~:; ~r ;."' ·in:; . I ee.~. t:1c !":>~t :J_. !c.lcr~o 

: . ~.ic ' l;; untl~;o~c: so l;acll; t:.d :::c d~ea!;le s:tip lar .:i~:. C.'IC 

d!', on a :.!lor!' , blo:·m com:-letel. out ot the •.tater • .:;ut nenercl 

l'lltlon nstu t•ed "1\C that Pe.leno nac >rl. ll•··eo or !our pc~cent 

dcst1•oyed . ·emburg has been seventy re1•cont destr ,;•ed, the 

"e1':llllnG the~solves admit , and sovqrnl othe!' l:nzi cities !>ave 

.. <co voci even "lore destructitm . 

er , il it onccivable thr-L tlte ~orMa."'s can ' t to.l.e it . !t 
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• J.l• c.."\. ~.c:rr:a!'e l' bo;= sell:n:; e:o:lras , 

1t it :: also porsibl e that liC c:~n un~te e. ._rent ceo.:. o~ 

... c:J~~ •t:nc t!:inkin,. e.bo•tt that Jl'l'lll.,. , anl 1:e cc.n divert n 

I' • t '. or 1 of out· ener;..y i nto rnc.kinc r~o.dy ror it , and then 

lnd tnr t li shows no :it;ns of comlo\,_ , Ana in the r.~eantine , 

~JO •• 1b.' i c~n ;:ou~~t.. nen e.re losi '1._; the it• l ' ves trying to end 

':.".e ;;ar ti•c herd r:e.;r , because the~· lu:ve nJ c:ni.cc ~xce~t to ~.o 

: ~ li.at ;;a; , Or:' r.Jt at e.ll . 

I n.':l le.d the.l y:>u e.nd : hc.ve boen ,,c.t•tnct•s :o often in 

t• "J! 0 :> .. !l•lVCl'tiril ... i. CJnn.ecti'ln ~-:lth t • is '.iO.r . ... ~avs vono 

ove,• tl c ,;.,ole story because I thou, ':t :;o• •:;ouU 'Le intercrted 

1 H . I have liked 11or!cinL ·::lth you . 1 tl.ink you have esttl.b

l:shccl ~ remo.r:~able t•ecJrd , I thin:: you ''e.ve '·:· c-:nce:-ttre.lin;:; 

t c jo:> to i:. c C.J:te , C..'1d cast:"\ o.si<ie "Ll l:.Ja;'tt of pol itical 

:.rc.•ut.ccc , b:nce.sure. ~l!' Llprovcd t!:c stnture >3£ advertisin-. 

ut t ie is •J funeral ;:,rati~n . ,.o .. r ~oU it .;::.rel~· '!;evun. 

u. t .. c :o· i~ t,oi:;_ to .,et ·ore cifi'icult ever:,• wee .. , e.no ever-· 

'l!"' th , t:1vt the 172.1' wears Jn . :ece.u~e we e.re ,:oin, to _ct 

~irotl . 3vcrybodl' is :;oinr. to r;ct tired. .e are oin£: to •:1ant 

~coco ll.\d I'clief f r o"' tile restriction~ tho.l war odt en .:he.t •:1e 

, nn ';,•;,r..~ wo eat , nn' , ... e. .... \'.'O havtJ . 
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jnconditional surrender is e. le.r~;e order, e.nd there may be 

~ temptation to settle for less as the possibility of peace 

r ~I·oe.ches . I hope you will remember the.t . I hope you vrill 

~~t your minds to doine somethinG about it , e.nd thus continue 

the nntriotic record the.t some of you otarted back in those 

cnrly dn~·s of Defense . 
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Last minute changes in final reading 

copy. 
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GEm' LEMEN: 

I am glad to have this opportunity tonight to talk 

to the Nation' s leading advertising people , because I 

have confidence in the ability or advertising men to 

bring the !acts or the war to the American public . And 

• 
today, perhaps more than at any time since the war began, 

there is a vital job to be done on that rront . 

The dangerous dream of a quick end to this war 

grows more serious every day . It is particularly 

pressing right now. On every hand we see a surge of 

activity to prepare tor post- war, sometimes at the 

expense of the vital job at hand. The stock market 

d,.J •· ..... 
has been in a steady pl::1J6&,\ever since word tirst got 

around t hat the Nazis are about to crack . 
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It 1s !deal ror defensive action, because the Nazi 

forces can hide high in the mountains, and fire on 

our rorces without being seen . And when they are 

driven !rom one mountain, they need only to retreat 

a rew hundred yards to another and it is the same 

thing all over again . " 

Since I le!t Dragon! , the Allied Armies have 

managed to get fifteen miles closer to Rome . Five 

bloody, hard-earned miles a week, that ' s all . But it 

lsn•t the fault or our righting men . They are tough 
~ 'b""" ~w ./ ~t~.ho h~ l'k 7¥ , ,....,_ (>- ... 4- • 

and ln the pink or condition~ The tact is that no 

Army in the world could move any raster. It will be 

almost a miracle 1! we are 1n Rome before Christmas . 
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Here was the very moment wnen the light of 

ci vilization in Europe came nearest to dying, perhaps 

forever . The British were desperate . Their entire 

future , their whole defense depended upon getting 

ua~eriel , and getti ng it quickly. 

Winston Churchill had uade it clear that equipment 

losses at Dunkirk had oeen staggering . Britain neeaed 

everything -- arti ller y , ammunition, aircraft , and 

most or all rifles . Every able-bodied man 1n England 

had to be prepared to tight orr invasion, but i n all 

l,.oo... ~ ~ ((.......& ......... f'l 
Britain there ~ ~ rifles for them, and not much or 

anything else , and you can't stop Nazis with sti cks 

and stones . 
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For example , we round 500 old 75 millimeter guns, 

and 400 Thompson sub-machine guns left over !rom the 

last war . The Navy t urned up 5000 obsolete }0-pound 

bcn.bs and the Army found 5b0 hundred pounders . Some 

place, we !~Jnd 80 out- of- date torpedoes, and someone 

can;e up with 500 }8 caliber revolvers whlch antedated 

even the Flrst world War . 
;"~· ·.l·~J 

To arm the;,foot soldiers and the Home Guard, we 

managed to dig up nearly a hal! million rifles . We 

might have added to this several thousand more old 

Springfield }0- }0's, but there was no ammunltlon to 

be .round anywhere 1n the world, and the guns were no 

good without bullets . 
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Sixty per cent of the American people s t ood sol idly 

back ot the Presi dent in transferring over-aged destr oyers 

to the British to help bolster their Navy . The people 

were beginni ng to see . 

A few montns later tnere was anotner educational 

job to be done . Nazi u boats were preventing our 

shipping from reaching its destination . It became 

necessary either to convoy our freighters or s imply to 

consign a good part of our materiel to Davy Jones . 

7 0 -1 u..c tL... ~. lhJ 1/..v., ;t ~ ~ ~ 
An advertil1ng campalgn.wa&Rl'!Otl CQ tell ~ilil puli'l:~ 

:!.hopt th e pro'ilem; ~in you were helped by ~ 
influential editor~l col~s. \ I remember one of the 

advertisements . Mr . President, 

go ahead and clear the Atlantic . " \-

Regraded Unclassified



120 
- 30 -

so we called i n : ' aanl111' 1! the Advert i si ng 

~~~to 
counci l. '\ "Wri te us an adver t i sement titat will stop t hi s 

' ~ 
1n lts tracks , " I ee±e ReJ!i!!l18!'J aMil l<e went to wor k 

a<41 ~ .. ~~ ~ tv-1-J-~ ~ ~ 
~a grlat advertisement . You may remember i t . I t sai d : 

"Will the Surrender of I t aly mean a Home Fr ont Defeat?" 

Then, because of the smooth working arrangement between 

your people and our s , t he ad started running, t he next day, . 

t n 970 newspapers throughout t he Nation. we followed 

this up by telli ng the people t he bi tter t ruth a bout 

.... 
our equipltent losses in Sicily . We must have had a 

sobering errect on a lot of people , because we dion•t 

get any more phone calls, and that parti cular sur ge of 

optimism soon faded away . 

I want to make one more observat i on . 
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I had an opportunity to aiscuss the actual fignting 

and the nature of our enemy with many American and 

Bri t ish officers and men . I was given a pretty clear 

idea or the heroism required or our men when they race 

the tough , fanatic Nazis, and as a result I achieved a 

healthy respect for the blood and sweat that goes into 

every root ot enemy ground we take . And I round no 

evidence anywhere along the line that we are near the 

end, unless the end should come through some freak 

or circumstance. 

I do not want to underestimate , however, the 

effects that the terrible deteats 1n Russia, or the 

ftc ' J I 

destruction of Germany, must have on the Nazi Home Fr ont . 
1\ 
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But i t i s also possible that we can waste a great 

deal of precious time thinking about that morning, and 

we can divert a great deal or our energy into maki ng 

ready tor it, and then find that i t shows no signs 

of coming . And in the meantime, good American young men 

are losi ng their lives trying to end the war the hard 

way, because they have no choi ce except to do it t hat 

way, or not at all . 

I am glad that you and I have been partners so 

often in the use o! advertising in connection with this 

-t.e& ~ 
war . I have !888 eveF the whole story._beealiBB I ~l!smght.. 

jl&li ned! I!& lnterested ' n 14; . I have ~orking with you. 
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But it is al so possible that we can waste a great 

deal of precious time thinki ng about that morning, and 

we can dl vert a great deal or our energy i nto maki ng 

ready Cor it, and then find that i t shows no signs 

of coming . And i n the meantime, good American young men 

are losi ng their lives trying to end the war the hard 

way, because they have no choi ce except to do i t that 

way, or not at al l . 

I am gl ad that you and I have been partners so 

often in the use or advertising in connection with this 

.,.e& ~ 
war. I have @:81\8 a, eF the whole story.,beeewse I 1;9onght. 

JIOII uoui8 II& 1 nterested 'n 1-t. I have ~orking with 

" 
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you . 
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llovuber 17, 1943 

De8r Cirace: 

I thought you would be inter

ested In lteing a copy ot ~ letter 

t o Ann~ , • h1ch I sent her yeaterday. 

Yours aineerelf, 

~iaa vrace Tully, 

The l'1hite Houae. 

~ •«'-"""' ~--h i ..ldtw.t;; 

?h.w. ~~IB .• dt< f "'- dJ::.I. //f/'f'~ 
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Da&l' AIIA&I 

I raoa1Te4 your Tal'y 1ntal'aat1nc latter &D4 
waa 4al1thte4 to lmow that you an aUU tald.D& 
auob a "lta&A" 1ntanat 1n our war 'oon4 Pl'OCJ'UI• 

Dur1ll& one ot 1oh.n' • T1a1ta hera ba tol4 
a a about tba V1otol'7 Square npl1oa of WoiiAt 
Varnon an4 tba ~&abington ~nucant an4 all of 
t ba good work that ba4 sona into tb1& Tal'y 
patr1ot1o an4aaTor. 

AI you might wall 11usJ,na, I b&Ta Tal'T 
oaratully aToi4a4 performing auob taalta •• you 
&U&aa&t, but eo long aa tbay aaam to baTe you 
"on the apot" I will ba mora tban plaaaa4 to 
aign tbaaa o1tationa tor you, I 4o tb1nlt, how
aTar, it ia • ba4 praoa4ant t or your Tether to 
•ian tb .. •• 1t would 1n all probability brine 
a regular 4&1U&a of auob raqueata an4 ba oannot, 
ot oouraa, hope to 4o tbia aort ot thing un4ar 
hie T&l'y tryinc aoba4ula. 

With all AQod wi&baa to you an4 tba oh114ran, 
I• 

(Slpe&l la"AI'7 

Wra, ADAa Rooa&Tal\ Boa\tiser, 
Aeaooiate !41tor, 
Seattle Poet Intellisanoar, 
5eattla, Waabln&tOn• 
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TH II WHIT I! HOUSE 

WASH INGTON 

Noveaber 16, 1943 . 

!4E;IOWINDU14 ~·oR 

THE SECHET~R~ OF THE TREASUHY: 

125 

I am enclosing herewith copy 

of a reply which I have sent to Anna, 

together with her letcer to ae . 

Perhaps the Treasury could do 

to help her out. Will you be good 

enough to Lo~ 

Gr11ce G. Tul~""' 
Private ~ecret!;Y-~ 

Enclosures • 
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Noftaber 1e, 1;4.3 , 

I ba~• aeke4 B'•~• about 70UJ' letter 
to •• of lloveaber twelfth, He hlle ae tba' 
we &1'8 getting IIIU\7 elllllar requ .. te trom 11&1\7 
olt1ee and · oOBaUn1tlee throu,hout eaoh of t he 
forty-etsht etatee and that 1t would be pbre1-
oall7 an t-poealble Job for the Pree1dent to 
oo~~pl7 with theee requeete, Bolli of thn would 
requiN a b.lndl'ld or 1101'1 etsnature• and 1n the 
end t he total upon the Preeldent would a&U 1t 
1apole1ble f or h1a to ao. 

At Btrn' • w••Uon , we &1'8 pas elng 
7our idea on to the 'rJ'eaiU1'7 people , hopi ng the7 
will be able to do eoaeth1ng eat1efacto1'7 and 
which w1ll not include or 1Mol~• the PJ'eeldent. 

•:r lo~e. 
This takll to you and the children 

AffectionatelY, 

Grace G, Tully 
Pri~ate Se creta1'7 

Mre. John BoetUger, 
Seattle Poe~ Intellts•ncer, 
Seattle, Vaehlngton. 
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.. ,soc••'~~: ro~to• 

Denr Graoo1 
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!lovembe r 12, 194~ 

For t\"' yoaro now tho city of Soottle hU hold dl\ily open 1\i r m<>otings in a 
blool: in the 11'&1n seot1on of t"'-m whioh has beOOl'le doo1~tnated u Victory Squaro. 
John otarted thh go~ng ri ght after Poorl llo rbor and tho prl.nary ~oal of tho mooting• 
1< to 8011 ""r bon1e ond storn.~• to the public who att end. But , of course , in order 
to ouotain interest wo have held orograrA entering i nto practica lly every phaso of 

t.'to war effort. 

In 194~ wo had 180 -:>rograca and ts.soo,ooo. 1n ata::pa • mi bonds was railed. 
In 1943 r.e had 130 orograc s and $51, 500, 000. wac raised. Qu ite a di.f'ferenoe l 

t:ow the cow=ittee , vrhi eh donatee lte time and koopa the Squaro runnin,; durin,; 
tlwl •ood "oathor months , has decided that in order t o sustain the intereot or the 
voluntary po rconnel they wish to ? r esent each one ot then with a "recos;nit 'ton cita
tion• which wou ld rend socowhot as f ollows: 

Recognition Citati_~n- for Loyo!._~<!.!:'!~LV~torv _:-quoro -Seottlo 

To. ___ ·------

BoCR\ISO of tho d" votlon ot ti~ , thou~ht and one r r,;y to o. sincer o ourpose i s tho 
moat prooioua or gitta; 
Bocaueo you have ~1wn this 11 sW.ff of s alt" ao '\Onerousl y, so ably, so 1naoi r-
1n'"'l y: 
ocauoe 'lictory Square hao ""'de brilliant contr ibution• to tho welfare and defenao 

or ou r City, Count y . State and ~ation und-t r wo.r throu,..h your efforts . 
~ol1evo., that yoo. forever possess ou r oateo~ and. the happios·t wishoe t hat can be 

born or loyal service. 

'rnd· r t hi a thev want the ai~turos or lle nr y !.!or ... entha,, ., Jr . and our State , County, 
City and '11otory Squon:~ chain:en. But above all thoy want to '-':no':'t if fathor would 
also t•loo tho tbe to sign them. Thoro will ~• am>ro:d ,....tely for~ to air;n. 

I ha e told thom thot I doobtod vory nuoh and •m• proctioally ouro th•t fathe r 
oon 'd not do this but ao my say-so did not seam to aot1Gfy t hom, I oromisod to write 
you for an "otr1oi.al11 anS\n:~r. 

So o you aoonl 

Affcoti ono toly, 
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•• - 17, 194.) • 

.,...., 0 Nla 

I - ~ te -'" J"l' letter ~ 
1Jat01'111aa1 • ar u. +tz • at u. -.""' 
41Mllled ,..... w.a. 

I 11.- at • dacle ..UYi\F uaat 1IUl ,......w 
.... -· d- --.n ....... peepl.e ..... , -
\Me \be t!DiblUaa ar u-. II sll t •• at,.... 
Cloz'l,ne rtnla .lniJ'. Tn - ... - tlla\ _.. -
w put 1\ te 1IUl laa ...U wftll ,.v eplaatU aftoN 
111 ~ We ........ 

'lbae ... •a ;rDll ..,U t.r tlla - all..t ,,_'-' 
I noal"" a\ J'OIII' bulla, I • 

llaoaral.F ,._., 

~ IIMra1 11111'11 •• Clarll, 
I 'V.,._ rtnla .ln!J'1 

... . .. o. '""· 11 ........... 
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U. S. S£C~r-il> 
fOULS IIAITISH SEeR~ r 
HEADQUM TEIU f iFTH AM1Y 

OI!Ke ol che Command In& General 

Hon. Henry E. Mor gentbau, 
Secro ~ery of t he Tr eas ury , 
Waahi~on, D. C. 

Doer llr , Secretary t 

November 4, 1943 . 

ll\lrine the t iDe when you vbit.d ua rocentl,y you 
oeid that captured disabl ed Germn tanlce would be uoetul in 
the liar l!ond Caapaign, as t hey could be eold to the higbest 
bidder , 

lie have s ucceeded in collectins aix Qerman t anks 
which wore knocked out ot action bw ~he Pitth Ar~ units 
duri ng the present campaign i n Ital,y , Arraneomont o have been 
ll<lde ror t hem t o be shipped t his wcek on t he •Poineet te• , 
They wi ll arr ive at some North Atlantic por t in t he Uni ted 
Statea about December fir st, and will be marked for SecretarY 
or tho Trea sury , U, S . War Bond Drive, You can undoubtedl,y 
follow up the ir arrival thrO\Ij!ll t he Transportat ion Service, 
Arff!¥ Service Forces , in the l'ler Depar tment, 

I t was a great privUoge to have you here at IllY 
beadqU&rte rs, and I hope your entire t r ip wae aotiatactory, 

111 th kindest regards and beat wiabea, I aa 

·~z~ 
MARK II, CLARK, 

Lieutenant General , USA, 
CotDMnding 

U. S. SEC~~..,. 
EOVAL$ BalliSM S E C: ' • 
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- .. , ntt..."tc~·;nf" P. r.r-o'l""''r-·h_, ... ~nr-d.r-~.fi nrr 1'annrr-nn ~PJ\t 
"" u" ,..~"'"" ~i!til-inr- :o:'t,~"l't1' ~'t·mt. .. on . ... t3·re a.~~r:": the 

1· ~~·to :J9V~Mre a rf'leQ .... P·tc\A.t<~on •.n clorf't tli .. loof''.ol(> And to 
• ' j• •' .J"t rl'eno- <-rda'.i">n ... o 'r. Paul • 
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.• 

... .,n1r-on ~r.!'on t'W"C'"ll ?( 1',.. rr: ttollF MP t~1lt tis 
,.,~11rii'Y'I'""" i~·r~t4 ,•p-+'"nn ~icQtrr P."'t •t:t Mr:e-\ o have been 
""n··' ~ t.' 1 .. f"•,,e~· 'l"t,r, n~opl c i~ thE" l.4nuo,.. •~t .. lnf~r ....,o ,-ere int~t-rertrrl 
1,1 .-.~•"'inin •r.c; 7·1 i!"Y.Fy rat11er than thf"' rttoal· . I ~·icve that the-
,. .t irtt '-i"'uor bl 1c1 na d f'lt con.lcl kx· !"lil.l~l "rl f1. t h O:lf" ehan,ce in the 
tl' r , .... ., 1 f'VN1UA 1.oc!P . l'~cr ..,!'f'"'f"f"nt. l.OTr rlitt t.i' lcr~ ::t re llllo;werl to 

1""~""' t.l 1 H~;wor in a 1Jond.Pd t-:arehouoe C"i;h~ yrar~ bP!orc t.l f'Y a r e 
.. ""l ,.1 1ll .li" tt.f' tAX. •r<> liquor :trn'lrQVt'ln nft.Pr norc thnn fo•1r 
"1"1\1'" l.n f'00r\ • If t.hr 18\"' l''t)l"'C' clwn~·('cl t'.o J'Nil'i 'N' the t1if'ltil) P!' to 

•· ·r 1.' ro I ttY. ·i rn tl.r. iqnor ha•l ,)f"',.n in t l1rt ' f"lntlr-d \"nrcl"'ou!'l~ f()ur 
•Nn"'r. t 1 'lt t'f\\t, -1 forc:A f)'J t of thr ,mnt1Pd "''f!rf'1tO\IBPS :Lh?ut one l-undrEd 
~11'"i~n :-11onl" . '"he r,.1~11~f"\ o_r t~•Jr.h n 't.rrr t· . .ount of 1iq110r r('u).d 
\J;r. ~"nt t.1,. ?1acl ..arkPt :-ih:at.!.on O'rf'r nirht. 

!ooiMntauY, if one hnn~r~ iilllon al' o"" ..,s TitM:r:>l'lll 
"J.t " ,.. '1,..... ta."'C rAte tt.is roul.d _.r1\n An ad \~,t.1 M1 alcolol ta't collFeUon 
M ~'" b11"1on rloll~rs . '1u-th<r, it ""''uc! rat•rially increoS<' the 
i~'VY' 1.:l"'C"'t ()f t."or~ en---a;cd in tl,. lieu or h s1f't.('rt' ar~ .c. rv<z"":Ueh afr 
t ,.. p..., no- '""~o·-inr t:,.._ir n-E'a .. _q·t. nrt:r•,4"1r1 ty Marc in the ldrh 

r· :lrt.s , Hr t~drlit.icm!Jl 211~ d tl"rou) inet'>MI" tiUCt"B r:"'uld lle sub~tanti.~l. 
1 a.· corvi.ncf'd th.:"lt tr.e nc.wP ... ould ~ rxct'f'diru·1y ootnll.Gr U.roc.r,o·Jt 
U r ,.,.,,tr.t r'tt . 

"\ 
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TREASURY DEPARTMENT 

WASHINGTON 26 

t!ovocber 16 , 19~3 • 

I 
01''1CCOf' 

• ,551<"" Oil l 'tTCIII'IAI. ltLV(/IIUl 

-·" ...... , ,. 

TOt 

FRQ.It 

1411 . SULLIVAN 

!Jl. 11Al1NE GAN 

In ,.., • Sale of whisky to atoo~
holders at one-half ,...r
~et price . 

Mco•dint; to an ..rticle in The H&ll Stroot Journ&l, r:ovet:.ber 15, 
1~•3 , th< Direotora of American Distilling Co . have outhoritod tho 
sale of oubstAnti&lly all the company' • bulk whisky to c~on stock
holde rs on & pro rat~ baoio. The whisky, comprioins about 245, 000 
barrole , t,ill bo offorcd to stockholders at tho book value and cost 
to tho corporation . It is otated that the book value ia equivalent 
to npproximatcly h&lr of t he C. P. A. ceiling prioo. Tho whisky i s of 
varioua typos . 

'lith re gard to the alcohol tax foatu roo , tho apirita which tho 
Amerioan Diatilling co . propoooo to distr ibute to ita otoo~olders 
•re all in bon4 , thet 1&, they are in internal rovonue bonded ware
ho~&ea and in tho cuatody of internal r evenue offiooro . Tho spirits 
oro not taxpaid , Dietributees will not be peraitted to obtain phyai
o~l poaaosaion of those spirits un~il they advanc• to the bonded 
• arohouttaan the money re~uired to pay the tax. t.aeion of the di 4-
tlllec5 tpirltt tax o.annot resul t froZI'I thlt a1 t t rlbut1on , e.n.d there 
8N no internal revenue laws or re,;uleticn• rel•tin& to liquor which 
prevent auch diatrlbution. 

lfith rep.rd to tho income ta.x fee.turet , 11" property is t rr..ns
t•erred 'by a corpora. t ion to a shoreholder , or b)· t.:1 om.ployor to an 
empl oyee, for an amount substantially leas than i ts fair market value, 
ro~ardle os of whothor the t ransfer is in the guiee of a sale or ex
chm.ngo , suoh aho.reholder or employee shall inolucle in gross income 
tho oltferonco botwoon tho amount paid for tho property Qnd tho amount 
or ita fair markot value to the oxtont th~t auoh 'difl'oreneo is in tho 
nnture of (1) oomperis~tion for services rondorcd or to bo rendered or 
I~) • diatribution of ••min&• or P"ofita taxable •• a dividend, as 
the cao• may be . In computing the gain or l osa f r om tho sub•o~uent 
•~lo of ouoh property ita basis shall oe t ho ~••OWl~ paid for the 
;:>roperty , 1ncreesed by the &mount of suoh difference incluted in 

orola incomo, (Seotion 29 , 21- l , ?.e~lationa lll . ) 
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So le of wniaky to atock
holdoro at one-hal f mar
ket price . 

Tho quantity of the whisky involved (246, 000 barrels) indiontos 
th• pouibility of o. prearranged sale thereof to a thi rd party. It 
i c th<l Bu.reau • t~ position that where a. corporation hae eold or agreed 
to oell po·oporty to outsiders the distribution thoroof to atock
!'lolders wt-o complete the sal e is no mor·e than a diatr1but1on to them 
ot tho proceeda of tho sale contraotJ the oorporatian realitea gaiD 
or suatataa a loaa on a sale, and tho atookholdere are in etfoot the 
rocipi•nu ot· n coah dividend. (l!erteo 1 a, Vol uM I , parauaph 9, 57 . ) 

It the oorporatlan, iD the absence of a pre&rr&n£8d sale to 
o~nera, were to d ia~rlbute the wbiaky aa a d1Yidend in kind to ita 
atockholdora , Mlthor than in the manner propoaod by tho American 
Distillin~ co . , thoro would be no tax to the corporation but the 
stockhol ders would p!!.y a tax based upon the Dll\rket value of tho 
whisky, or warohouae ruoeipta received. 

If tho otookholdors l ater have tho corporation bottle tho whisky 
for thom , the oost of the bottlin& i f borne by tho corporation would 
not conot1tute an ordinary and necessary bua1neaa oxpenao , However, 
rolJnburaument of tho oost of bottlin~ by tho stookhol4ero would not 
constltuto inoooo to the e orpora.ti on. 
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THII WHITII HOUSE 

WASH I NGTON 

No,. .. ber 11, 1943. 

!!Fl!ORAIIDUIJ FOR SECR£TMY WRGE2lTI!AU: 

Ura. Roosevelt will appreciate 

it U )'011 will be good enou.gh to 

anawor the attached letter from l!r. 

Brose. 

llalvina C. Thompaon 

Secretary to 
Ure . Roosevelt. 

' 
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Bautrll! Jfabrirs 
Dlckl: afP. Sdr. , M &.Co. 

o.varrua , bDOIIftU . ILunJlrAOTVUU 
or :O.OOaA-nv. P.ua~oe 

tD W• ._a.. Now Yaot OiiJ 

l.:rs. ?rail} Ho D. RoO!IeYeH 
:'be ~1111 t e !:ouae 
~.u .. l:~o;ton, o. c. 

Dear : r s . Rooa ... eH: 

Noy.aber 
Second 
l 9 4 3 ~· \ 

(J' 

~an:; coothc ago I wrote y.:.u u letur un 1 l recei ved " re~ly 
free one ot ~·uur seeret.t.rl \!S t.o t h e e!" r ect. :.1.at. 'JOU w:.uld 
an~wer it when you returned. 

In my leHer I sub:nlttod " plea w!.lclt hu u h .1 wl:le .. ;•;•r ov-1 
• ltt: ell t t e peo ple wlt!. ·• l1on. 1 l.uve cH ocuss od H . 

:t l a ~ r lerly t t ls. 

l. 7he ~oTernment t o 133Ue non l r.te ~~~t ueJ r1 r.o 
bood3 . 

!!. ~e .. r :on'! ::. t o ... e . cu · .. t. ..;,, co:- i)Or ...... 1co.:~ unJ. 
c: ons\ : e :-e! s . a:. e1. . e:1.1e. 

, -
~. Corporatlo:~s -woul1 b e • or-.1 : ... e4 \. .,) . u:t t.:,e ... e 

oonds on o :lusts o:"' a t. :.uu:~c.:.1 d o:lo:- t..o:.d 
j)er e::;>loyee tn t t.e !l·-":-v i "' e ~~r :..· ea :- . 

4. These bon~s could tie e4 •• ;:, 1 . .. ~ :.. " .o:.u:: 
u:.od t o h ire ar.J po r e t.1..r r.l: .. · 9e:-v ~ ct: :.1.1n 
an~ wo:r.~on. 

I kr:.o• :,·ou hb \'e ;>1les u:-t: ; 1le!l o:· : .. u1~ , V\. t. : N . . .. ::1 l1r:e 1t. 
vory ::uc .. 11" v o~ .,. u l ! ~ou t r:.y lut.:.e r u:. ! .:.~t. ·.-; kr.o-... .. : .. t. 

_p.('"r". 

\ .... 
I 

•• 

:·~u tl.ir.k or lt. £ 
rtn..< 
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~t~··-
lt1 abtrl t! _ifabrit's 

Dlviaion ol F. SchUlDochcr 6. Co. 
CoNVIIRTIIR8 • hotPORTJ:R8 • WANVFAOT1IUU 

OY 0BCORATIVII FABIUCB 

fJJ Wat 40111 5lrort New Ycrl Q1y 

~r~ . ~rankl1n D. Rooseve l t 
Tlte 7.b1 te Houae 
:~~u~~ lngton, D. c. 

Oe"r :.: ~s. iloot eve l t : 

luly 
Twenty-eigbth 
1 9 4 :5 

:!• ''" ,~ lvcn co:~~ I ! er~ole thoutht t o the pr oblem that w!il b e 
er .. ut. -·1 b:; returning men onr! ·• om• n now ln tbe Service or Our 
:~unH:: un1 be l1 eve I b~ve an 1d eu whl oh wi l l s olve 7!>,• or 
t.~.to ver :: oe rlou:J ;>!"Oblec. 

: u ... p:-.. :& "'tn~1 a.~ t!lls 11eu to you be e a u:je I a 11J: lre und r e spect 
: .. r .' u 1~:~'"1.t ar., ! know 10 u will use lt. t.o a 1TtlOtt.t6• i n yvur 
:-:• 'N:Ji'ct :ter urt.l~:~~;; lf :: u c •JnJ l \er lt. '" Or t h .... ~. 11 e . 

e ·.•• ~ ·· ··:. r -, !J Hr.· lr. t.he .J tl i-'"ru ital !y or l~r~• ..1-J:• or cone y 
~~ ·~· · 1t. o ~ l1 e b y eor;orst.l~n5 ~or recon•• r • 1 ~n or pl~n~ • t o 

<~~ ·,,.~ ::. 1 , tt Oi)e :"tt:O! Qn - y e t • e hu·.• s -.~ ·· e n rea Un -:; oot:.l:t~ or tb.eae 
-tn- • CQ:"';'O!"tl~~ ");a S ::set.t. ln~ ts :Jl Se le.rs • U\&..":1 or :ont 1 r o r 
:••• ! 'l .. r . t nor ;".COn ----- an-! \t. \ U U ~OUt t.!.:', tl Ae ~t.Grtei 
~ ~· , 1:-: · ? :" ;""' >.t : e .tJ be l: .. ·· ~n :-~ l : ... ;,ort.a nt ~:.tan t. . ln&• · 

~ ~ ~l~n 1u ~~1u . It. 1a ~rO?o••d tha t. t.u• oo•erB&e D~ 1asu• DOD 

~:.-.~ r .. . rb.,u rl:.~ bond » . Tile:se b on1 a coul1 b e 'bo\ioht. by 
t" ' r .•o:- ... t. t :.a t.o :.h" e xte:.t. o~ a n arb l t.rtu·y a::.oun t. pe r year per 
!' :·-:.·•: e .... : ")•: ee 1n t. ~'" ... e :-vl e • o:' 0\ir CO\iDt.ry -- aa y ~1,000 . 
:": ·'" tt "):.~J C >· .l1 ta e cu:~!.e t by the cor voru,t.1on e own1no t.':l·. :: arter 
., · '"' . :- 1. --'':c;- 1 n exuc~ :- e ~ u t ~ nn t.o t h e u:~ounts pa11 out to 

e :-·:t "' e • .,•:.J:teuu ~o !lo !1 ve r .,turned un1 ur• agu ln working. 

:- e :-.'"lne ,: w ~t.~ w~~~ch t he eor ;,ortatlo r. a ~u re ladlO t ho .Je oond a would 
t. e <' •• ~ !'1:"•· t •• exi>e :-. !le o :1 1 :·or t.~ l s r e u.:Jon woul<i be de ducted 
~rO'. ne:. ., r o1"1t b~O Ca. .C,ll8t1n~ t.axea. 

.• 
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',\'b ile it ia ~rue tbat tbh would out down - t o aoaaa utant - tile 
~•xea ~ha~ ~be Coveroment received, it would actually 1ncraa1e 
the anount or caab paasod on t o the Oovernaent and taken out or 
circulation because mos~ corporation• would buy more bonds tor 
t hiS purpOSe than the percentage or tax ~bat woula a pply on the 
conies involved. 

A careful check or corpor~tion atatecenta will disclose the 
r ising tide or cash i n the bank , cash that would ! low in great 
volwoo to ~be Fader6l Treasury tor ~hose bonda - t he p~ 
or which would be deflationary. 

The providon now made in the tax l awa grantiq a poat war ar.41t 
ror ~~is purpose la obviously r1diou1oualy iaadaqw&ta. 

141 

A!ll aura the morale or our men in tile san1oa would 'ta iaaaaanra'tlJ' 
improved ir t hey knew they would 'te aaaurad ot COod ~oba that Will 
pay ~heo at least the amounts they were earning 'tatore tile war 
stort~d r or a period or several years attar their retura. 

' woulc\ like nry muob to know or any obJaoti on• t o the plan or lt 
, you t llink it worth while. I 

CCB/W 

~"'~ 

~ ;-·1 ' 
' ( 

• 
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Troaaury O.partment 
Ottlco or tho Onder Secretary 

Datet 11/3 

To: ~r• · Xlo t& 

Fro:t: 

Tho Sooy. mi~ht llko to ••• this aa he 
raised quoetlon or Red Crooo Girls at Goooobay 
Ba.ae. 

(ln1t!allod) O'.'lll 
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.r e l:Onoroble 
~ . ,, , Eell 

~RICA!i R.."D CllCSS 

~rational Peo.dqua.rtora 

~nshiurto~ . o. c. 13 

Ootobor 22 , 1&43 

:-:dor !:eoretary or tho 'l'rae.sur y 
.. aahinrton . 0 . c. 

"i'h&nif you !'or rour l etter Of C.ctobor 20 1n which )'OU pass on to 
I t.he aucr,ect1cm which t.hc Secretary !".t.c!o t.hkt 1 t. ~"'Ou.ld be ·.-:ell for tho 

..... ertca.., :led Crost to hnve a couple of Red Cr011 ~irla ste.tioned a~ tho 
~eoa~boy Saae in Labr~dor. 

You wi ll bo intorostecl to kl\ow thnt !!r . Arthur Sul:ber; er, ~·ho 
a·otJruod a oho1·t tir10 u. •. o !'rOl:\ o. t.rip u.brond , tno.do tho ea.'l\e su.c;~testion and 
roll c..·.vir.r h1a suereation , \to aont " :.pooi&l ropa·ocont..at ivo to Goo seboy to 
tCI.l:< ti.o !lW.t.t.cr over •11th the co~dir.r ofrioor . As a r e&u l t , the co-n
~n~i:" ofricor oxproated hi e dosire tho.t the Red Cross ~end two ?.ed Cr oss 
l r h t.o Goonob•y lo operate u club fanillt)' • 

Peeauao or a~reeoent' which we r eaehod tone eirhtcen ~onths aeo 
.. :t.h t.ho JU""\V Nhi f'h provide t..luLt tpoci&l per:2ihi!On ~ust be r otten r r Ol:! 
.ne .ur Depert.:nont tor the est..blishnent or rao1 11 t iea in tho Heatern 
~hp~ero , t."lc a 11tt.or i~ now oinr thro\l(:h ot't1c1al eha:mcls end will be 
.an:! lod pr<l"3ptly t.y tho A.."Wr ican ite:d Cro•c 1 r A t avora'tle dec ilion is 
·h·on . 

Tt-enk you for eo.llin~; thh to "''I attention. Fer l:&pl by the tine 
t:~e ~ecreta rr r eturns froll his pro tent t r ip. tho decision rrill be r eached 
•nl action wi ll have been taken by tho Red Crol l • 

Sincerely :'oura , 

(Strnod) l:onu>n " · l~•vi • 

Chn1rnan 
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Ootobor 20 , 1943 

Dear ~. Do. vii : 

At you lmow, the Seerotary 11 now ln !~orth 
Afrl ra and on hi& way passed thr outh Gooaebay, 
L&brado" ' Eo ..anted..., to •"Y to you that 1t 
•C~l~ bo &n excellent lhinl' 1f you would plaoe a 
co·Jrle of :\ed Cross r irls a l;. t hi1 tt&tlon . He 
ltl'r:ll t.o thirk there h a s.•rcat need becauee of 
the ~~Y planes ~~1nc ovor thie route . 

It is oo"lethir>C sou m1rht wan t to dioou .. 
~tlh tho Amy poor l • · 

Sinoor oly yours , 

Ho:torable ··or.::a.n 1!. Dc:rl.a , 
Chaircan, 
Aner1e&n Red Cros e, 
.;aehlnrton , D. c. 
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Fro::: I 

SEC !lET 

SECRE'I' 
·.vAR DEI'AR'lt!£!1T 

P/.MI'l!llASE CP n;cO!Jl!lG !!ES~IIOS 

Coosebay Labrador 

7c8 , 13 Cctober 1943 

Froa :.:or~e:rt.lte.u f o r (JQn r ell. ':'rcaaury Dep&rtcent. 

ln a'bout a v.-eek fro.~ now, ploar:o lufom :Jon:\O.n Cavi:. 
t)t&t 1r:. r:v· opinion t hel could use to 1 ocd advantar e c. couple 
or Red Cross r i r1• at Goosebay LabrAdor . 

Aot\on 1 Oen . Stronr (for Tr eas . V•pt . ) 

rnroroo.tion 1 OP!>, SGS 

c .. - Ic- 7549, 13 Oct. 1943 

Copy 9 

SECRET 
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F'ror.u 

Tor 

110·: 

SECRET 

SECRET 
\lAR DEPAR1l.!EIIT 

PI.RAI'HllASE CP n;co:JI!;G !.IES~AOE 

~a.r 

768 , 13 Cctober 1943 

Fr0::1 :.rors e:'lthe.u tor U&.n llell . 7roaau.ry Doparb:lent. 

In about a. week f'ror.t no·•, ploaao 1urorm iiorcnn Davis 
~.,t in ~ opiLion thel cou l d use to n reed &dvantar e c couple 
ot Red Croea r1 rl& at Gooaebay Labrador. 

Actton : Gen . Strong (for TreAa . O•pt . ) 

lnfor met1on 1 Ol'D, SGS 

Co• lo• 7549 , 13 Oct. 1943 

Copy 9 

SECRET 
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MoYeaber 17, 1948 

Dear Elller: 

I with to acknowledge receipt 

ot your letter ot Mo•ember 15, which 

I hue read wi th inter .. t. 

Your• aineertlJ, 

(llpe(J .llmT 

Ur. Elaar DaYil , Diractor 
O!!ioe ot ~ar Information, 
'raahiqton, D. C. 

r 
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OFFICE OF WAR INFORMATION 
WASHINGTON 

The Honorable 
Tbe Seorotacy of tbe Tr .. eury 
Tho Treoeury Depertmoot 

D6Ar Mr. Secret.ryo 

Nonaber 15, 1943 

I b&Ye asked the Director of tho Budget to send 
you. a COP1 or ou.r budge~ for ;your Wonoatlon, u you ro
quooted, since we ben ~ work.ina copioa here. 

In coonection with our llorth African opera~ion 
~ I repeat tor the record whet I told :rou Seturdar IIIOrn
ing - ~hot we have in tbe entire Mediterranean theater eJ:ld 
on the •at to it about lhO ...,n, thouch tbe11 are pert of a 
c0111bined .lllleriean and British, aiUtacy and civilian organi
oation of so:ne 800, whose executive officer 1a the local 
director of OWl. As to the quolitl' of tbeir work I ean cite 
the following cablegru received trom General Eisenhower 
throuch the Chiefs of Staff 011 October 7• •Tbe capture of 
Nuples seems a suitable occasion for oanding you a message 
of appreciation for the work of the Psycbolo,ico.l \Tarfare 
Branch, which consists of O'i/I , OSS, p,1E and 1101. In ~he 
canp&ign in Tunis, then in Pantallerio. and Sicily, and now 
in tho invasion of Italy PWB baa made ito eontribution as 
an integral pert of tbs fighting torcoo , and I look forward 
to a continuance of valuable work by this organization. No 
looo illportant has been the propoganda in ~he Morth African 
baoa area and the occupation prop&&anda in Sicily and certain 
roaiona of Italy, wbere PWB, workins in tho closest coopera
tioll with tbe Ci'fil Adninbtratlon (in Africa) and the 
llilitary Govern:oent Section (in Sic ily and !tal¥) bas nade 
a srea~ contribution to tho f'riondly and cooperat.ive o.t
ti~udo of tbo loc&l populations.• 

To tbia t.eati!IIODY b)' the COMilllder-in~hief ""¥ 
be ad<lod t.bat of General McClure, which 11 t.o bo found on 
PP• 1251 ff, of the hearings on the oupple..ental appropria
tion bill, enclosed bsrewi~h. I r ventura ~o aug,est tbat 
tbo opinions of ~he general officer mea~ U.•ediat~ 
a01ociated d~b our wox-k, and of the colllDIU\der who has tbe 
moat vital interes~ 1n its aucceao, aro worthY of ooae 
cons ideration. 

&J..Mr DaYiO 
Director 
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Yr . ~torol.cl S•1\ll 
DlreoloOl' 
Buroau ot \118 Budc•• 

n . .. , H.oro~ • 

Seorel.&rf IIOrpetbul 

• 

.... ulLell - ror • 001'0' or 1.118 on 
IN<II•~ • O ~~ Ill ..... - .......... -•1 raioed by Ide ~ procra-
b boiDI opoa~. ll.ll 70U bo cood 
oao\lolb ~ oand .Ida a oow or \118 1944 
lnl4•~ u •PF""'i by CQDU'8 .. 1,..\ 
·-· aQd a oon or \118 aupp~ul 
,. ...... n ror 111 a.kUUooa.l t~,ooo,ooo 
COil~lJII .. oy f\IIICI wldob 1o DO• peftd1q1 
Wo ban 01113 worllJ.ac copioe 1a Wo 
ot!lco, M~ \b&D&ao 

Cord1All.y, 

oa. ..... , . -. 
<e; \'1"0 ,. C2 r 
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S'UPPLDIL.._TAL NATIONAL DEl EN6& #.FPIIOPKLATIOS, 1944 1251 

' 

• npt"(''priatiom, tbrN'fOrf'. for both of tl~ ~~tn•i<M should be mn
.~1 noc. only with l"ffft"rMK"a to the immediate ut«b of 1..hese ae.rv· 

i('r.S but alt;o the ~ntilllity of thfte lf'nkft to tht auccessful workin.,. 
of a ,-oluotef'r ~em undC'r whith thfl rftllltii'Cft of tl~ rountry ,.; 
mobiliutl for rtpiAeing our \'ettmnJ rumtJ:Jfully il1 ch·illi fe. 

J+'ttiOAY, 0c:rofl.f!K IG, 1943. 

I'SYCHOT.OOI CAJ, WAllFAli B, Ck:NSOHSIIll', AND P UBLIC 
RELATIONS, ALT.JED l•'OltCl•:, NORTH AFlllCA 

STATEMENT OF BRIG. GEl!. ROBERT A. lltCLURE. UNITED STATES 
ARMY, ALLIED FORCES H£ADClUARTERS. IIORTH AFRICA 

The Cu.Al R)U N. The fi-\lboommiUt.>e hu lltfcwc it a hud~"4!t O!lt iu\lllc 
of $.5,000,000 for the omre. of " '"'' lnformlltion for its oontinS!ency 
fund to~ u8l'd for t•arr~·inp; ou a.cth·it iN iu cuujunction "'·ith accunl 
or p_rojected milittf)' oP..nuions in th. \'ariou.s theaters of the war. 

\Ve are \'t'ry fortmuue in hA\'in~; with us thilf n.on•ing Brig. Gen. 
Robon. A. MCCiun', from A llitd •'orce H "'tlquarttro, ..-ho bu juit 
~turM<l from n011h .\ !rit-a and 1'\"ho rttuni8 to north Africa t o
morrow. 

lt. has been su~estfd that Gtn~nl MrCiu~ might be in :a. pos:itiou, 
by way of prelimmarv considfntlion olchiw itC!'nt. to l(i\·e us soroe in
formAtion :L'" to tht nof:ttion of military O()t!:rtt.lions to thP Office of War 
l ulorumtion opet'ation.s,,nd pnx.'fllure over thtn1. 

O~men•l McClure, '"'' 11rt \'ttY t:l•d to lul\'e you with us. You may 
proceed , on or off the rec!Ot'(l. 

~DiscutiSion off the recoa'(l.) 

( 
' he C n AIIIMAN . llow long wen• yo•• iu nm·th A fri<:n1 
Jenernl Mc(.i ,Oitr .. 1 juinCicl 0l111t'n'l l•:iaNIIu;\\'f'r'8 st:.1 IT in nort h 

A f rica in t h& miclrlle hf Det.'CUlbN· Raul WitH giw u the fi S!ligtHla~m to 
orgnni~.o n shalr 1;(-etion to hnucllo p··JCII••h ~.uicu l WMI' f1m•. (.mt.l ie rclu· 
tions, oml censoJ·tdaip. 1 lu"'t' a ll thi"(!O of t liO!Ot• ncrivitit':S under me 
uow. 

'l'l\e CnAutlrAN. I belic.wc \'nil IU"'f". JikP our ~·ollt·~lp:ue. Mr. Ludlow, 
a cith·.en of the Hoos:ier & ttta·or I ndiflu!l t 

General Mc<'l.mtK. YMO, sir. 
( Di<i!Classion off l he reoortl.) 
Mr. Ssnntll. (it'llt'nl. you mi,:zht gi\'f n" ,)Oitr ;4•r\·t<.-e l't.'OOnl by 

" "AV of introdn<'tion. 
<ffn ... nl McCu:rn. 1 an\ a pn:tff"!Nonal r;olditr. Prior lo ~tin~ 

JlltO thi..; war I .... l~l§llllt. mililan" auacl'M\ and l:ater military 
au:u:.bC in London. Whtn Grm•rnl t:i:.C.nhowf'r organiud his h('ftcf
quaners I bfoc.'ftme 0 -2. thid of iutc•llipttff. and ltft thf're in \.he mit!· 
tile. of Dt.ocembe.r and jointd hi,. RAtf an nonh A fri~. wh.-re I O'l!UII· 
izetl the section kno\\'1\ •11 tht inf011nntion and rtn.;o~hiJlet"Ction. of 
which psyeholo~.-icnl warfnre hr one of the bmnth~ In tbe north 
Afritan the~ter p$,Yf"ho l o~;_u.:-al w~arfn~. optrates c.hr«'tly undt~ .the 
commnnciPr m c;luaf: that. Ill, und~r m1l1tnry control ~tnd supe~vl.!ton. 
It i.ft nn int"grntt'fl nnit t And 0111' fK'~nn<•l. funtlio:. nnd eqmpm~Jnt 
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}26() tlll't'L&-AL !<.ftO.~AL DU&!C6& ....... oriU'ftOI<, ltU 

Mr. l)ma. So tha~ the pririlep .... ocoordod lo o- of -o 
I.D IJ)!)" i•lf 

O.ntrol )lc:CLna. Yeo. f Jdr. JUaAVT. Do you - thiDk that ""oqb~ lo ha,.. wba~ aort o 
commtnt thty made with roganllo tha~ I 

Air. D.,.... It would beoutofonl•r for.maloqu .... a.~oa~. • 
Mr. B.AuUT. 'Vbat wu11id on tbeoeeuu:n~ of.thttr l'lllt.f • 
O•neral MoCwwr. None of the S.OIUOn rndtcated to me .thetr a t.-

litude Iowan! 0. W. L u a ....W~ of what they IO&rned 10 north 
Africa. . • • _, f 0 w 1 · :Mr. TA~. How many have you rtqUIIJhon...u rom • • • ID 
addit ion 1o tho"' you al,..ady hne, and what typool 

Ol!lltnd Mc:Cw••· ThiB had better be off the rt!COrd. 
(Di&eul!liOn off U1e record.) 
Mr. 'fAnr.•. Tl•e Aet·up that is under the control of Qe_n(l_tl'l EiMn· 

bowtrf 
Oentrtl McCwae. Thnt is correct. That i.11 a.nticipt.ting our fu .. 

lure 1)ft(),. 

FIIJ.D.\T, ()croloa 15, 1018. 

OFFICE OF WAR I NFORMATION 

STATEIIEJnS OP ELJO:ll DAVIS, DIBECTOR; ROBUT E. SBJ:RWOOD, 
DIRECTOR OF OVl\URAS OFEBATIOlfS BRAIICB; JOSEPH IIAIUI1l8, 
DEPUTY DIRECTOR, ATLANTIC OPEBATIOliS; FEBllilUlfD ltUlDI, 
DEPUTY DIRECTOR FOB Illl'OllliATIOII POIJOY; TBUlllli.All 
BARil AiD, CBIEP OP OUTPOST lltTRE.AV ; PBlLIP 0. BAJOILET, 
ASSIST AliT DIRECTOR, OVl\URAS BRAIICH; l'llAlflC XAJ!CB, 
ASS!STAIIT DIRECTOR FOR lllAJIAOEMENT; AIID OEOI\"'\ 
llACx:ER, CONSULTANT TO TBE DIBECTOR, OVJ:BSE.AS JlRAJI...l 

Al10UX'f 0 ' PU:mll ,-\\'-'11~\nl,£ l'OH l'UK:AL TEAll UIH AXO Jl tx)Ur.:8T POK 
AOOITIONAL OONTIX(IJ!NO'Y I'U ND 

The. CnAutMMt. We ht~\"0 uuder considcrntion thilf mo&·ning an Mi· 
mhlc £rom the Pmidcnt $ubmiued iu H oUJ.e Oocume.11t. No. 3"28, tor 
a c.leRc:ie.ncy appropriation of ~,000,000, u.s followw: 

) 'Of' •o ati!Jitlonal aruo,l.llt for ta-Larlee and e~ Olftee of Wn tnfOrma• 
Uoo. n.r.1 JW~r IO.U. lodiJdiD¥ tbe objeCt.~ fl)f!dtlied unaet t.lll• hi'Od anti t~nder 
Gl~l l"r.,•l•lo• J)C:rtalnlns to tbe c:>lleo f~>r l':mtrsCOCT Uauapment 111 tbe 
Nalt01111l War AC'"'tdrti Appropr1atJoa Act, 10«. $:io,000.().ll: J~Ufl, ThAt tbt. 
w"~tal apa roprtatbl .tla.IJ aot be a'f'llllable for H.DfQillluR \ltllftl t~ 
lilrwtor ol lbt omte Cll War I.Akraatloa. wtlb l.be appro.-aJ ot tbt Prc.ldtuC.. 
•u .,..~ .. ,._, tJUdli tuacb are~,. f~.r nrr)i.n1 oa acthUitw In~ 
julltt~ w11b a(toal Ot' proj«tfd miULaf7 optfttloa : J"'t--d4C4 fattAtr, Tbl.l 
rtftlpl!l,. I• •• a..e.a,nt MIC ts('f'lfdinl la the ~te S:.O.OOO. frt~a tbt •le or 
,._tat. "'"* '""' ('OIItlatatal ll•lt:a ot tbt- Cnlted State.. ef pUbtkwtiOD.tr. 
1Jtl:'ltoe:r1,pb rt!COrda. ,..dlo lJ'Utn't))CJooA. modon-pkhw ftJm' ~Cllrapial. and 
11tt'tt1""'- cod.-.ttc .... t IUtt'riaJt.. Ud wtb otiM'1' 1tem11 •• tile l>lrtoreor ..., detla 
tMU ..atJ to atNT 0111 the prq:nlfll of t.be ~ of War lufOI"IIWUioD. .._, be 
uM!d to lllii'Sll~t lhll l fi(II'OirlallOD! Prot:f~·• t•rflttr, That tiM: ta-. vancnpb. 
undff IM bNd "'ffke O:f Wat l ufc:mu.tlon .. La the NaUoul War A,endM A,~ 
Pftlldatloa A(\\ l&U. ta bef'tbT repealed: rr.ridtl t•rtlt.cr 'l'tt.M.t 1be llo.ltaUOQ 
Ill •ld 11"111\iPt atloa a,. bert!bJ luertatt'd u toUowa: To t0e.e1 tu:H.'f'l:tMIM Of a 
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TREASURY DEPARTMENT _..tv.Vc--
INTw~t O .. l"'CW COio4 1o4UNICAT10N 

DAft 

TO Secretarytrorgenthau November 17, 1943 

ntow !Jr. McConnell 

hlr. Sullivan, Mr. O'Connell and I attended a meeting 
this afternoon called by Judge Byrnes for the purpose of 
discu.ssing recent criticisms the Attorney General has made 
of certain interpretations the procurement agencies had 
made of the renegotiation statute. The Attorney General 
has felt that the departments have construed the so-called 
"raw materials" exemption contained in the statute too 
broadly, and as a result have exempted from renegotiation 
business which should not have been so exempted. 

The issue was essentially the same one as was made by 
the Attorney General in a memorandum sent to the President 
last July. At that time, as you may recall, you joined 
with the Under Secretaries of the Vfar and Navy Departments 
and the Chairman of the Maritime Commission in a repor t to 
the President defending the interpretation given the 
statute by the agencies concerned. 

The situation was recanvassed today, and it was 
decided to hold further discussion in abeyance until the 
Congress bas completed its consideration of proposed 
amendments to the renegotiation statute , since the Congress , 
by reenacting the disputed ~rovision without change will 
have resolved the question ~n favor of the position here
tofore taken by the departments. 

The Attorney General was entirely agreeable to thi~ 
method of proceeding, and i t would seem that as a pract1cal 
matter this issue will not be raised again. 

Hr. Justice Byrnes presided over the meeting. Also 
in attendance were l!r. Jesse Jones , l!r. Goodloe an.d a . 
Patterson f rom the RFC; Judge Patterson and Ur. ~aclntosh 
f rom the \';ar Department , l!r. Kenny from the Navy, Mr. Leo 
Crowl ey of FEA and h~. Benjamin Cohen. 

~.e m . 
-~~~ 
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.) ( I 
t:ovec.bor 17, 194J 

f FA 

~ 2ll J.enu-Lense !!!!.9. pri tl sh tollur rnlanees 

..~. Janucr, l , 191.3 , •. e"srs . ·;:al1ace , HUll, Jtimscn , s~ .. ~~inl.u.s and 
all (' ctme for .lr • •. :o1·genthau) , "ho !on.tod the seni .. r int er-agency 
:o. tteo "" tlte Lollar Position of land-laue countrius, sulllll.t ted 
t 0 fullolli 6 l'CCCnlltl8!1CBt.1on t o ) OU whiCh yuu 4 ,>prc>VOd: 

11lt 10 recoe. lenaed, in t he lit,ht or l.Jroaent cl rcu;nstances, 
t" t t .. o United K!n· doc1s rolo unci dollir bl.la•tces silo ld 
not te .emitted to be less tl.at• about 600 .d.lllon nor 
~1.< v1 about 1 billion. " 

.. * .. 
a r .::! s ~\JP?Orting this decision Y."Jre : 

1 . .Lcn'- loose countries should be :U.lo'r1ed to Main tal~ thc~r t;old 
c• do lal' b&lmces at a l e vel conoistont ••it h t heir n< eds for 
~l:A! vl t•o rous prosecutioa of tho .:~r. 

2. lro tho ear l y discussions with tho l r:H1sh the) our.f;osted t~t t hoy 
Sli • l d rove ll "minl.nrum v:or'.<ing bnlonco of 6;.0 r.U lli on requi red te 
ueo t contingencies everyv;ht:. l'e . n 'i'IU_:J tiguro T1tl:J rnade the u noor . 11 

) . .'h'! 1 billl.on 11cei l ing" l1D.!'i a freoz1J1g of' th!l ~ ~ since 
~ .:cnuacy l Lrl.tis l. b< l::nces ware nctua' l at nbout thd l!"·.el. 

L . 1 JOUr ·arch 11
1 

1942 ! eport to t,;.'-n(;Z"'3: 0~ l.en<l -L~s.se C.:.erat • .:' .. or\3 
aiel : 

., .o _te::s (i . e . , tor lcnc- l.Aase aid) are a ,nvo<! •:nle.>s ti:e 
o llo .. ing condl tions m-e ..,t.. .. . ( o) the lend-lease aio re

que3ted cust not be o~tainable, a:. a !Jr&et1.co l -::.at.ter , b:· 
.»,yment t:t::re!'or in American dol.l,Qra or other curre~c~ available 
t o tho requisiti oning country • " 

s. In toot1f)mg on the Lend- Lcaoo !Jil l in Jonu01·y 1941 tho .;ecretar; 
nf ~ho Troaour; a ssured Congress that tho Prit!••• hacl onl y s-:r
C1o10nt dol ls,. exche..,eo resources to psy fo r tho 1 ()(Ids alreaoy 
"rdo1·od in Ws country . In this co~eoction (with the Cull 
o ,a'Ovol or the Critish authorities ) ho tolri the ~en. •e Co1:r itteo: 

I-/ 
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•every dollar o! property, real property or aecuritiea 

that any Enalish citizen own• in the United States, the7 

navo agreed to aell during the next l2 montha, in order 

to raise the *'ney to pey for the orders the7 have aJ.raad,

placed, they are going •to sell -- ever,- dollar of it.• 

6. The liquid dollar auets o! the Britieh had risen !rom so.e 

$3SO thoueand at the start of lend-lease to $1 billion on 

January 1, 1943 - exolusive of 'f8ry large holdings by South 

.Uriea. !ar~ in 1941 the treaaury Depart.llent, 1n cooperation 

with the other agencies, had init.l.ated and pressed !or an in

crease in the scope o! lend- lease in order to relieve the 

preasure on Britain'• gold and dollar holdings, and later to 
restore thou balances to a level considered by the British 

aa neeessar.r !or worlcin& purpoeea. In accordance with that 
policy a nu.ber o! transactions were placed under lend-lease, 

which otherwiae would have had to be handled by the Sri tisb 

on a cash baais. Since the scope of lend-lease had been 

increased in order to maintain and boost British balancu, 

it beeaDe necessary, -.hen those balances continued to rise, 
to consider whether a liml.t should be placed upon the11. 

* * * 
Sinoo January 1943 Brit.l.ah balancu have continued to rho, until 

they are now at appro:dJiate~ $1. 6 billion, or $600 ailllon more 

than the top tisure set at the beginning or the year. In !Jay the 

Treaaury initiated discussions with the British tor raw materials 

as reciprocal aid. It waa originally expected that between 
$2004300 lllillion would be received in this way. !lolfever, the 

negotiations ha'f8 taken a long time, ll&jor parte of the Eapire 

nave still not • &reed, and even twelve aonths !roa now it to not 

believed that the Foreian Sconolllic Adllll.nistration will nave received 

raw materials from the British Empire much in excess of $100 llll.lllon. 

3ritioh Investaonta ~ !!!! ~ ~ 

Of the es timated $1. 5 billion of Alllerican investments owned by rea

idonta of the United Kingdom approxl.JIIately 3400 million have been 

sold outrig)lt. $500 JOl.llion were pledged againot an RFC loan of 

$)90 Jailllon, which was later reduced by payment to $)50 llilllon. 

-'CCOrdin&ly, the British otill retain about $6SO ailllon or these 

investments, with no strings on the•, and another S-'?0 aillion a re 

on deposit as collateral, .f11> 
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~u:=ry or Doll4r Position 

In summary the British foreign exchange position vis-a-vis t ne 
vnited ~tatoo -- excluding the holdings or other part s of the Empire 
v!o-n-vie the United States, which have 1111j)rovecl ovor tho period -
has changed ae follon: 

Dec, JO, 
1940 

0014 .. .. 0 • 0 • • ••• 0 ••••••• 0 •••• 0 •• 0 $ 202 
Otrl.cial cloll4r balances......... S4 
Private dollar balances.......... ~ 

Total liquid b..tl.ances, ••••• 

u. s . aecur1t1ea • •• •• . . •......••• 
Direct and m.1.ocel1aneous 

invest~nts in U.S ••••••••• 
~ collateral pledged to RFC 

S6l 

616 

900 

Total U.S. investments (net) $1, 516 

(In millions) 

Oct , 31, 
1943 

$ 975 
615 
320 

1, 910 

$ 64S 
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~ British .lrgument 

,. British oppose a:rr e!!ort by the United States to narrow the 

scope o! lend-lallso aid, in order to prevent the incl:"lssa in Bri tiah 

gold and dollar holdings . They point out that foreign countries 

hold approxi~~&tely $7 billion o! short-tel'll olaima on aterJ.in&, that 

tb4sa aterling balances owned outaida &n&land are 1nereu1Jl& three 
or !our tilDes !aater than th• British balance of gold and dollars, 

that accordl..ngly their international financial poa1 tion 11 worsening, 

and that they need all the gold and dollars they are aecWIIIIlating. 

FUrtllenoore, they assert that of the $1.6 billion holdings, $365 

lliWon aust ba deducted because of specilic gold and dollar payment 

obligations to foreign countries. 

,era i a no doubt that these 010unting sterling obligations ot the 

British constitute a aerioua tinancial problem especially for the 

poat-'llar. ,e policy problem is whether the acope of lond-le&se to 

the British s hould be kept aa wide aa it DI1W 1a tor the purpose or 

enabling the British to keep a growing reserve against obligations 

to foreign countries, which the British do not intend to ~~eat until 

tho post-war. A further consideration is that moat of the short

teno obligations owed by the British !t.ll under two heads: 

l . l!aey were acclllllll.a ted ba!ore the U. S. extended l•nd
lease aid; and 

2. Uost or those contracted s ince l end- l eaae are owed to 

British s-pire countries. 

It 1a recognhed that in all probabi lity Britain can :u.ka no better 

deals with the Dolll1n1ons and w1 th Ind.ia than to pay in sterling or 

sell their securities back to them. But it must abo be recognized 

that tho essence or the British position is that the scope or u. s. 
lend-lease should be kept wide in o.rder to compenaate for 110netary 

pa,...nte ll&do to the l!lopire. 

Reco1l1111andat1ona 

,. con.siderationa which pro~~ptad tho Pres ident•a directive of 

January l, 1943, a.ra atill oound, and require action to curtail 

the •cope ot land- lease aid to the British, unleu Congreu 1o in

!ol'llled or tho e1 tuation and agrees to a lDOre ganero.a policy. 

1 . It 1a there! ore proposed to have tbe Sri tiah pay ! or a larger 

proportion ot c1Yilian goods obtained in thia eount.ry. 

2. In particular, i t 1e propoaed to discontinue certain transaction• 

which would never have been undertaken except tor Britain's a cute 

ohortage ot dollars, an4 wbieh experience baa shown are opposed 
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b:r conai<Wral>la sections of opinion 1n thia countZOT• .bOng tbe 
transaction• whicb it. is proposed to cut. are 1 (a) long-t.el'll 
capital 1nst.all&Uons; {b) off-shore purcha111 auch aa Iceland 
fish, C&rl.bbean s ugar, and oil from out.tide tbe U. S.; (c) ci-.1-
Uan goode t.o tbe lliddle East.; (d) all goode to South Africa 
(which 1s well o!f financially); (e) amall requisitions (which 
are a nuisance); (f) certain other controveraial cinlian it.ema . 

It you approve will you please indicate belowa 
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WAR DEPARTMENT 
WIJit OEPAR'TM&HT GOI£ftM. aT A"' 

WIUTAJII"''" l llt'r'aUe.KI'C& DI'II'IIKI!Iol ... 

WASHIHCJTOH 

llovemb~r 17, 

Tho >ccret ary of the Tr easury. 

My denr Ur. Secretary: 

In hCCordance with your recuest for a beekly repo"t on the 
~r&en~ine reaction to the freezing of tund•, the following i s 
aul'CIIi~ted: 

The Art;ent1ne public remains in if')'lortnce of the 
back;round of the freezing of the two bllnka, no eccu
r•te informetion havine yet be•n eiven out to counter
Art the plethor a of anti-Amerlcon propagnnda . In con
~ecucnce , stories have reeehed at least one American 
ouaineaa num to the effect th&t ono r eBson for the l ack 
of publicity on the blocking i s t hnt by t nkinR such 
action Argentina is bei ng robbed by this country; in 
contrast to Cr eat Brit~in which e~rly froze all Argen
tine aeset s as a necessary wer measure (pres\11\&bly for 
the ' conoervation of the Bri tish foreirn exchange posi
tion) wo are said to have frozen the t•:o banks as a 
punitive measure. 

As an indication of the concern felt by the l.rpen
tine Coverru:ent over the free:in" of t he t~ bonks, the 
llinhttr of Foreign Affairs has assured the Aurlcan 
Aalbaaaador that, once the accountc of the two banks p.re 
unfrozen, the Covernaent will icmedictely take effective 
mearures to vrtvent the recurrence ot ac~ivi~ies eom
plninod Of, and rave feneral assur&ncOS 1n behalf of the 
Finance llinister and himself thot we can count on the 
cuarantees mentioned, ond fUll implement<tion thereof, 
as wel l as the furnis hing of what 1• v•guely ~eforred t o 

as " things wo need." durt , ( 

Very sincet•ely JD.f"v.'Nuorv...a 
cro. v. STFONC , 

llaJor Gtnerfl, 
A. c. or s ., c-?. 

• # 
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. ~· 

') ... .., ...... the. 
.• t "•u 

.~ t • -------
:JJ 
':'! .io t t.lc.cret~ rtL. t; to 
p.rc~h~~s~d turoro t~:ns 
CCI i.i' U'\ l cctcd to c.n:'ont: 
ot oc r t '.•nn c Govc.rn r.H;nt&l 
~c~:.cy . (sc-oo) 

:;er.rut r r: of Sh to , 

·~ng 

oct oct t;ovcnbt.r 17' 19~3 

:.104 , t: oV ct".bor 1 '7, 4 p . n • 

(!u!ji r . :,1o :or Trco~ur!4 ~n<l .:inJ.otry t., 1 csuc a joint 

cwtt1c outo t..tlHlinr; b ,r;inoo!} ·or Doe(;:ibcr 31 . In titis 

~rm <.·~t ... ('ln lt is li ~· .iC.:~J~i ml o£ s,orl.i.nc C!Vl i.:ct.iO!'l s 
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- 2 - ,;2104, !lovcr.~bcr 17 , t. P • :n. 

I:r 1ti3h ccrocr.~ont s of 1939 end 41 r·111 hc vo to be 

Mndlod , In lnforuo l discussion Thomes told r.o it 

wco hiu 1r.1pross1on Eot.r d coul d bo I'IOW'I<l up l>y yo, r •s 

ond tl\ouc;h it !:liGht r c(!u1ro n month lon t;or . 

!'our . Rcf cronco your 16 17, llovor.:bor ll end 

l G90, ScptO!C:bor 17. I dolivorod r~os3C.GO to oppro

prilltc quortor for. trcnsniodon 1:L"od1c.toly on 

returninG f!'O:l try ;>rovioas tri;l to Indio end shell 

ro~1crd reply c.n soon cs r eceived. ;.r:~ inforr:cd 

r.lOSSC(lO m.3 sent out it is not yot cort:.in wbotl1cr 

it roochc.d dcs t1nction , :.t my roquc3t it 1s bc1nt; 

sun t nc;ol.n . 

UK 
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.; • . , .. ... C3. l cor Y ,,o_lL__ 
E:J_; I il ,t • ' J ::C~''• 

1. l '{. 0 

: o \)f H • .A. lJCstr o.{e : a rnd .1. 1 .ht. crr•t \. v, Jr.t~od off L..:.t-.C& t.l 

. ~ ·t/. ',...It 4.'1•' 1 a*.. nt .hr;. t:ne De:;.t.rt.~yer • u:') .11 h l• -~u:.a .<..1 J enN:.J f..i.l"l :' 

.J-...1~ ~ ~,,, cnO.:.i ag~t:. ""t:.::e:"di~o.l in J.-1"''ln• n.:- l..~'>t'Ctl;.cn .. r 
,..~.uri~g l5t.h/16th :l u ~t ~-1'\t..-"lr.-."'· •'' it A-'1~0 !.dr C"fa r

.t. i;...JJ r . L L6Li"l t.ho-. · irt.l H cu ... u'\ic .... l.oi.~'i. ':lith L.UCJ.;.. «.'"' l. 

•tvtlr.,. th ... rn• :J.v h . .JL""'I: '!··• •,ar,} .... '\u1lV ... L .. lncJ.u 'lr*b FurLr<Ol;-._ 
tal,.. f •:,l". l.J'l <;!' O:..!.t.' ~ ... ,·rlC" •fi i .. 1 cri.t.1t·.;t.J,.. 

r- r 'I rt. 
t. ...,;t,7 thl'-

f:;Jr'!:!.-!. C1ll uL..:..... . ~ h.:;.'J(• ~JV: • ..::wd .• l' 
tlfJVOC'J t.:-CSUI.'.!.ttou ... n ~,~h·"' O'f!C:II\1 

i'Lnl\ 

l•'l.lu' Hlrt. b.two:- infJh:ti 1;' 

"'It' 01J.V i~;lorl t'~' n t.v ~.:.0 1 1.•,. ' 

c..Ll_vr. hU •• ;~ ~~~·n Fr ... nt .1.6\.h . )II lur t.ru .. :'lf'l, -tt'l! 102 Lil,.,r d.ora 
''•" ,1)!"\1. t ... ·f ... ·r ...... J: ) J) ;:irca·t-.ft at.t..;.~kl· 

1" O.•jt:tc:t.i'lc, •;rorui 1 ,>)j :..~115 ~l•l a.ih£>· .. , ,,..,Ll"V ... •J• •;h .. :. {5J mile~ Hor t.h • oJ," 

;ti\.I..,J. l ... nf) ;6)' t,.r;;, ""l RJJ:.u~ t;L...CrrilLLiiC Ul.hti.A~.:.J t_.JJl r hi\J ),' t~--· C.h 

.Hl.~it •~ }-" .'...,".,,\( it.:• l·tit' t.U (we N":PJ.It , (, c..n• 1f ircrnft h ... t. t.v 11, 

.. r•r- ".O :.l: .. 'll 1 t~, . I'IJ;ht •. bc..;.!OOC':' at.t..c\ ~., ir1! 1 ' :..t. tHo:...:oi ~.nt: lloi~Jfll 
rl,\'\., •,.. .l J.,JJJ t.c,.~ hip -:. !l~~r "lwt.h r L \c..·.,.· •· 

./1-?t.: •• i' l o ... juitcu. ~~e:.:x . o..,j~cuv ·~ 1'1.1 a·t.n 
r' , •• 1-.t ... 1·, t 1'\fa:l .... ,, FRn..c • • 

DoJ.,c ..... n\!Se 15th. ) lt.ch lL.~ r..nJ .L5 -,J,u11 )itl"T ... c .. rrl ·
vue. :t ~tt•)p:. 1.·~ th .. L.~W.J .1rt ... ·.n:i <U,...,;;~<J 

. t royn·. .'JI•l'l)' .\i t•c r t.ft n;;.l.nt:. .tl • .., •• e~ ... t.u'\lo'IU!. .. t.w..c<~ ':t .o..l.-t· ....... .:n·: 
.-,, l JC"·1U· h ... :·u. r _Ju:: t.o ', h 1lur t,', l •• t.l. 111 ·: ! tr. t.·l .. r. 

..- · .Jtt.L,, , !l l.:l.tvt.•1 t.r· ·t'l '• •. r t. . l r c r 1ol .. '.a1' '/ II J ! ~ •• x-..t• auccn~ . t'\U.l.,~ •rv '1 

.... ; i l~ Vh .. "'-'·: 1( h .•. ·v 1, ''\(•'" ~"'" .nc •. ll,.h\ •.t:J.1 r,r; \itl..l~t'-· , • lll!:.rliT2..1. •n' 
...... ~ 'lrf l lrL.;t . 
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161 
!lovecber lS, 1943 
10: 05 a.m. 

Hello. 

Good morning . 

Bob, I wanted to call you u~ to tell you two 
t hings. Number One, I thought you ' d been swell 
and I appreciated what you told me on how you 
felt about my a t titude, bu t I hope you didn 't 
feel t hat I was t ryi ng to pu t you on the spo t. 

Oh, Lord , no. 

Well , Bell or somebody, I don 't know who, stayed 
behind and thoUS}lt so. I had simpl·· called on 
you because I felt that you could give t hem the 
flavor better than anybody else could. 

.• 

Yeah. :lell, I thought I had when I was over at t he 
Board .•.. 

Yeah. 

••.. between two and three. 

But you didn't feel tha t I had tried to put you 
on the spot? 

No, I didn 't. I-- remember? -- I told you before 
Just befor e the meeting •... 

Yeah. 

•... when you asked hov I had go tten along • ... 

Yeah. 

.••• that they were orenared to acceot it but they 
wan t ed to ou t the responsibility on you because 
t hey feel this ooneoiousnees of direct ourchaeing. 

Well •... 

And t he way the thing worked out, I think, while 
i t made a little strai n for two or thr ee minutes •... 

Yeah. 
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•... was much better than-- to have had it and 
had the air cleared. 

'./ell, as long as you di~n't feel i t , because, 
after all , you r endered the Treasury a swell 
service and I didn't wan t you to feel that in 
any way thet -- emba rrassed about i t . 

Oh, no , I didn 1 t. I don ' t know how t he Board 
n eonle felt about it -- whether they thought 
that I was having diff iculty exchanging my 
Treasury hat t or my •. . . 

Yeah. 

.. .. System hat, bu t I wasn't concerned about it. 

•.: ell. ... 

I hone they wer en't. 

Well , t hey -- it wa sn 't they. I think it ~as 
Bell sa id so rn .. thlnc t o me. 

Yeah. 

Because I didn ' t eE'e o.ny of them a f t er>1ar de. 

';/ell , you may have to '>ro teot me agains t the 
Chai r man someday, but ou tside of tha t • . .. 

'.1 ell, you :nay -- I 111 i>e clad to do thP t and 
that's easy. 

Uh •••• 

But . ... 

llo , I had no reeling a bou t i t •. . • 

Yeah . 

• • . • a nd it was 8\'ffullY nice or you to hav <' it 
in mind a nd call me. 

Oood. A' l r i gh t. ~:ell , we 're o.ll set , a r en 't 
we? 

i: e ' re s ll set, exoe"l t t he ~rioe or s ecuritie s 
a nd I don't !<now •··hen you wan t t o do that . 

l82 
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Well , I'm seeing Bell at lunch and I'm goi ng 
to tell him to be r eady. 

Yeah. 

Okay. 

Okay , thank you. 

Bye. 

1£3 
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!!J.~Jr: 

G: 

:n.:Jr : 

Hello. 

Senator George. 

Hello. 

Hello. 

Henry talki ng. 

November lS, 194;€4 
10:55 a.m. 

Yea, Henry, this is Walter George. 

How are you? 

Pretty good. 

Wal~er, I thoUGht that idea ~r yours which 
you gave out yesterday, ot saying that they 
couldn't hold the liquor in orivate warehouses 
more than tour years was a ewell idea, and I 
had a ,ress conference thla morning end t hey 
asked me about i t, and I said I thought Senator 
George had an excellent idea and I concurred. 

~:en , thank you very much. I think i t is, Henry. 
Of course, I haven't tully explored it, you know. 
There might be-- I don 't see any bugs in it 
though. Those fellow s Just want to escape this 
high tax. 

Well, I thought that I'd send you u~ wha t I 
said in my press conference, olue wha t the 
Alcohol Tax Bureau will send us as to some 
ot t he details, you see? 

Yeah. Kell , I thank you very, very ouch. 

Because they asked me some ~ueetions which -
like, •How could we ge t a b illion dollars worth 
ot tax out ot a hundred million gallons if lt 
was only $9 a gallon?" You see? 

Yes. 

But I ' m asking Alcohol, now, to ~ut it all 
together in a oackage end send it U? to you. 
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Fine. 

But I think it's-- with your heln, they could 
get thet through fairly promptly. I t would jus t 
blow this whole black market up in the air. 

I bel ieve it will. 

I think it's a swell i dea. 

1('5 

I think it will blow it up. That's whe t I think. 

. Yeah. Well , I hope t o see you eoon. 

All right, Henry. 

Thank you. 

All right. 
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Present : L:r . bell 
t.:r . Sullivan 
!lr. Gas t on 
l.!r . Ga:"ltle 
t r . •·hite 
.. ~ .~ . naa.s 
J,~t' v • Connell 
L!r . Smith 
~~r . Tno~pson 
!:t•s . nctz 

t;ove:tber 18, b4S 
~ :t...U p.:P. 

... i. .• Jn.: Look, ( to L:r . Sullivan) t here are two 
t nings wttich you can pass on to tne bureau. I thi nk that 
Senator Geor g e shoul d b e congr atulated ror being on nis 
tles, ani! I wish I could say as much for my otm organiza
t i on on the hundr ed million ;;allons . I tnink we were 
asleep at t he switch . I v.i sh you r.ould nass it down the 
line . \vith all t he peopl e t ha t we have , · I think somebody 
coul d nave tnou:;ht of tba t . 

!,!;(. :>JLLIVA: : I agree . 

. : • .• J., : \'}estures; 

• •· :; LLIVAN: Oh, you are r i:;n t oftener than t n .. t : 
(Lau6 il tor1 

.... JJ,: I nave been travellinc r.ith two :nen, 9-~o 
I 11nve :>otten a little timic alter travellin& -;;i tn :>:nith 
and ·•ni te . 

1 €6 

Another tnin"' - John, I don ' t want to be pi cking on 
:,rou aite r you we,.: so g r acious , but I oid make this state
ment today , t hat I v.ould be l )okin~ into this Ame r i can 
~istil lin~ proposition ; ana if I nud been on my toes I 
should h•ve'told them, " .. on ' t the m.is:ty cro·:;d ever learn 
\Oytnini; 'l ' l n the middle of the 1.ar, to pull a. f a.st one 
il<e ~ llu! !'ure conservation, even thou..;n le._;-.1 , aoesn ' t 
o tt.e M is.:y peo· le any ~ood . 
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,., , ~ JLLI'J,A;l : It cepends on 1.uat they are ;-ullint; . 
!l .11 an ' t one fa r erHhljt for• us to know that . 

, .. .. J ,, : t;an I just t ell you I woula ltke you to v.atch 
lt '/ 1t nnotild be 1:a tolled . 

Let ' s ta.:e '4"l:JCOr.•;,• ~>.ho 1s a t•i.; enou..;h s tockholder • 
. :c ,;ds 11 tnousana :;;allons o r l':nisky as his ai vidend . ,,nat 
iJ llr oin;: to do l':ith it? Ho11 r.oul d he disnose of it? 

.... . . ).!..Ll'/1\.: : ':'he !'eople ,J.o ar•e l:uyin• them - on 
t!'.e :· .·cJ.i.minar t re~ort 1 nave fr•o:n the s:.c -~are ;:-eople in 
t..e r•etail liquor !:usi.1ess . 

t .... ; •• : u·Jt ta.{e :r . dr·~r.n 1\t.d u. wife , r.hc coth 01m 
t·:e~t.1 tnousana snares . ••nat are they oin..; t > co'! 

.: ... :;·JJl.IiiA ' : I tnin.< they are ,;o tn~ to co tne thing 
I run cornplulnin,; a bout . I lilink t11al t lley ~ti 11 sell . 
':'ne:, ne v~ r ..,et the whi sxy ; they get tnc wareno~se recei?ts . 
- ln i n.< tncy 11ill sell that whisKy . · 

• r .. . Jh: »ell , !Ja .. :Jell ' s l'Plcnd, S~•lvia Po rte!', n~s 
q•a te an orticle on it . 1 refer ;;ou to :;ylvi a . 

(Clirpinr; fro:n the ;·;asnincton l'ost , oaten ilove:r.ber 11, 
1J43, hanC.ed to !.: r . Sul livan by the !iecretai·y. ) 

:: .. B:::LL: She is my friend s tnce a certain tu1e . 

!':-.. S !.UV!L:: Tni s is tile t .tine t111.1 t snoul a be .,.cr.• 
Vtry care fully, l-ecause tnis can be done in a lot of othei' 
t .. ,ini;S besides 1\hi sKy. That 1s 1.ny I lni nk rhen you co 
before LJ.e :.eno.te hnance you ou:;ht t o nuve o reco.ru3enda
tion lhat !'.ill stop it in t nis bu3iness and ul lines of 
tuslness . For instance, Gen e Pal Foods , i ns tead of declar
in.; ~oi v icends could ;-ive warehouse r eceipts on cases of 
canned pe11s and butter, .. nd :.11 tt.u t sor t of stuff , 

•' · .. J:. : '. n .. t r.ould be wo1de1·f ul. · 

.• 
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,'J L! /A; ' : lt certunly \,ould , but it Muld take 
,t :· ,ht out of t r.e revenue • 

.. . • LIV.~o. : Decause t ne profi t ,,,ade bt the inl:in
ill•tl lS no t subject to corpor ate inco,ne tax • 

• " •• 0 

stnndcolnt of 
1 s on.'..ned bad 
lt<e l t.l\t. 

. ,ell , I a.n l :>okin.; a t this thin6 f r om the 
j ust glein 1.o r•a1s . _ tnlnk at tin s tille i t 
.:t:> rals fOl' any cor any to be coin.; s~oet:.ing 

.... .,U!.lri,C : ·:,hen tl!e;t closed the ar :et , z.:til Schr am 
• ol.: . :e taere r.es one ~Jid in for " t.undred snares at one 
.l:.t,or•ec and seven ty - five c.oll31's , anot.u~r b1c for a nundred 
;urcs at one r.undrcd and i'ii'ty, nnd S LX hw•cred snues 
at one h;.znd r•ed ar.d tr.enty . 

1 •• J.. : :oa t cis.,::ustin, l .:at es woncecl'ul 1·ead.tng 
1'11• t11e fellows on Vohumo : 

Y•>U 1Sul!i vanJ 1:a tcn it, r.ill you '? 

... _ I_!V.-L : Yes , si r•. 

L .. ~. J .• : You v.ere ne re 1.hen I sal'l tui. s Texas Hl',yer? 

. ·' · ... Jt.. 1\i .<.:: : Yes , sir, I r.as • 

.... .. .frt : I read tna t report I n11 t - ,;o t . If :::; 
1 e.or/ is r i.;ht, 1 tol d 1\i rtz if r rov.n ana :toop i'Ould 
noti ty lie t uat ne v.as t ne.iraccredi ted attorney, t. e Ym.:ld 
l t ll tue:n \'lhere ne could help , but we ll~d no notice tnat 
.• e 1s t heir ac c1•edi ted att orMy . 

·'·'\ • :SIJLJ.IV ill: : lie tol o you M was . 

.• 

: .... J. : Yes , but 1 would J.ave to l' e no t i fied , fo r.:.ally . 

. • .,; LLIV .u. : I don ' t rec ·•H t.1a t. 
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ii . ~ .• JR: You could look at the minutes if you unt to. 
T don ' t v1ant him to say , "I told you I 1\0uld helo. you and you 
- .J •• never aske~ me. 

I said, "It is up to the company, I take it, to notify 
me that you a1•e their accredited repr·eser•tati:ve, and \•,hen 
1 a•n so notified, I will be g lad to tu«e it up with you. " 

I 1•ead the t hing; l con ' t lt.i.nk t ne;t have a le~ to 
st•nd on . ~ut I don ' t ~:ant him to be aole to sav, '1 
offered to help :.:orgentnau and he ne ve r requested llY help . " 

: tnink the next move is fro~ the comp~,y to notify 
rLe this ~an is their reorese .. tatlve . I don't think he 
1s ; I titink ue is representin~ so~ebody eise r ho is not 
1n the c ,mpany . 

'" · ::tLLIV~i : well , I haven't any reason to .mow. 

!-.. . Jl\ : "ill you clear tnat up ror ::re? 

.:J,, ::iULLIVAJ\ : Certainly. 

h . :' . Jit : Gas t on? 

"·"· GAS":V;~ : I haven ' t anything . 

J.-. &.liTh : I haven' t anything . 

li • .!.Jit: Is your stuff ready ( :;,mithl so we can ,; et out 
of he re at two twenty-nine? 

!!.,{, S''I':'H: At ~o twenty- seven! 

ti ., ... JR: Jus t so you people r.on' t t nink some. of us are 
playing tioalv-winks t his week, Ye huve settled, 1n the last 
lhree days , the Four th ••ar Loun - t he terms, and so forth, and 
so fortn. And I think the high spot of tne v.hole t~ng -
for t nose who are in t er ested - is a~nin the Federal l\eserve 
Boat·d , who were about as dumb as they could be . 

They agun put up thi s \',hole fi 11ht t o J;'aise the interest 
rates on the three- months notes in order to save the 
situation on the long-tel~ bonds . And then ~hen we refused 
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t· oo t nn t , t he v.hole qucs t 1on ol' h OI\ till blll mar.:et 
srto••ld t e uandl ed, 11nd t hey said they couldn 't nandle it 
l •••Jl r1ay any more, that it r:as too neal' buy ing d1rec t 
n thoul buyint.: oi J·E:ct . So v.c ended up - to make a long 
sLOl'Y nhort • by tJ.ei1• insistine tha t I wstr uct tne Feder al 
•. e ~ei'Ve bnk o1: New York as my !'!SO•!l a5ent . Fl'031 no;. on 
th1. c" n huncle tne bill mar l<et i OI' the T1•easury - com
_l ctely e.li..rinated t l•emselves f1·om tl.e picture. 

I r~.u1oded them t hat in ~.arch , 1J4l! , t hey on!lde n.e .• 
' ··eel' tne:D to hol e t r.e p1•esen t r ate sh.tct ure ,,ce J· e it '"\ 
as . I sud, · 1 congratulate you on tne ~rcll jot y~u 
1nve Cone ." 

~hey said, "ioell, < CS 1 yes; l•t t you t.ill aoc.i. t ba t 
~e ·~ve t aken 1ni t i ati ve si nce . " 

I s:1id, "You h~ve cor e a l eau tl.!'ul , l'.o r.c eJ• ful job of 
... una,Jerent , bu t you. did ma ke me ot•der 30" lo do it . And 
,ou Ins i s ted, a r'c I or•o.eJ>ed Allan :ip•oul to oo i t . .. 

I said , ''Al l r i,ht , non you are sayin~ vou can ' t 
.tancl e t ne Lill .ar• , et un1ess 1 c.l.·ect t 11is t ntnt; . I sa i p, 
' i nave done so t his mot•nin.; . " 

·:ow, the i:Jteresting tr;in<; t•.as , I dicn' t t.,ve t o co a 
t i nJ . \',e r.ad t ;,ese bono oea.1e l'S aJ•ound . 1 saic , · ~.o.tl:l 
;•o· • oys ta.~ e a J.ittle ::.ore 1nterest in tr.i s t i n;;?" 

'\.e .;et j ou . " 

I ss i o. , •· .. eu , taKe care pf it . " 

"You for.;et aoot. t it . " 

And l t.at is aoout all t nttt 1.as s11id . They:a id , ·,,e don't 
·.-.an t to make a aollar on i t; we v.an l t o r ender L11is sc.rvice, 
' nd 'loOn ' t r..ake a dollar on it . '' 

: .,. Ga.,:\.i: : •hat i s t he bills? 

. 1 • • • J .. : Yes. r.ou t l z..~a.n , ac::a1n ut t•e ,,os a cue.nce 
t·.~l • CCHIS ~. t!S r·idin;; IllS /lOt ~l eS • .a .,ht ·., a Ve r ut US 

Regraded Unclassified



- 6 -

on 1."e spot - r.ur. ted to c .. ange t he rate str 1cture. The 
taz,~ers are sm•J rt enou$hi t hey real i ze t hey are :naking 
(\_, i nterest on thei r invested capital. Ti.ey IU'e happy. 
he~ 1·.ant them left along , and t bey a r e r.iiling to !e t the 
'l t•casury con tinue, and suppoz•t the Tr cusury putlicly, 
actively, i n t l.eir present rate st t•uc t 11 re . And the 
'e'eral .'..ll serve :1o vi SOI'Y Commit t ee, one: tne A. B. A. are 
11ltlt us , too . 

L•1 and l r.e re tal .dn · abou t it nl luncn. 'Ihe ro., z·<i 
t.·:: ~rnct 1 0 :._ l y n'tr.int; left. .l~. th in~; they ao DOI\ 1 the7 
c.o 1 ecause the Secretary of the ':reasury •• ns o•·det•ed 
• .• e , to co 1l. Ana t o be so olll:lb ! 

S? it kind oi took the j~ice nut of ~e , yes , •i r; 
Jt 1l I' SS n .:;ooo .. eeti :Jr; . :leor.,e J.n~ s' roys ..,:we "·e sou:e 

1.oncerfut statisti cs and fac ts to ~ase .rq ar.;ur:1ents on . 
~"e.l r.cr•e ver y 11elpful. 

3o aU around - 1 !la t e t o use t his v.o r·d , but t •. at 
IS , C' le to tne selfish atti t uae of the Fcdet':!l ,,eser•ve 
Lou t•d , we are .. ,uin ,; oi n~; to be ahle lo <eep tJ •e r·ate 
>l t•uctUJ' e l>~oc re it i s. It i s t .u: only t .in., 1n t/IP. vho!e 
,ovt. l'n:ncn t t ha t is stable - m~ney - and r u.n not exa;;
~~z·atLn..;, um I? 

. .•• bE-L: Xo, I tdn.< not • 

... • J:t : r.ven bell .;ot l' lll'fled with '-Ccles! 

out i t vas a mce butlie : it 1as quiet. and fast . 

'!'he otn~r t nint t r.at Eell t o1 ~ .•• e on - coles, l ' ••• ich 
: Cion ' t ~no~ - ~e ure kind or aoss ip1n~ a lit\J.e - • ~can , 
I ··~ d ~1// crop full of ~cc l.es yeste t•dat,· - 1·.as ~!.~t _ccl.es 
"!•d tl.e lloar d went orf nalf- c(l cked on l'n - Contlnental. 

"l,. f:EU : That is sut.consoious • 

... \,I.ITE : Sellin~ and buying . (Lau..,hter, 

.... J .• : ':'11al 1s r:cy exclus tve pti v Lle~e . ':'t.enks to 
-• r .l. l llllie , ;oo rest r:ls soul. 
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:ae;. \'lent orr nalf- cocl<eci . Tile., have .;one O<.~t 10 

sort or a · sraow cause • o <'<ie r• u~a 1 ns t Tr•ans- A>,,c r i ca to 
l'\'e l nc ir li cense av1a;,· from tnem. ,, ·v: , it is pr et ty 
.,ol D t •tff , "nd .:.c ci es fw ds l.il1Se l1' ou t on the end of the 
J \ .. ,~ . •;o now ne i s t r•>in.; t o r ush t.u•ou<·tl a law bet ween 
r101'. and tl,e :t'i t•s t of January w1lich wl!l ft. eze til l nololn ~" 
c '"'lnies , ~o11d t11e n tte can droR t..i s tninc r;ith Jian:1in i , ~ 
~cc; so Hanni ni i s .,:o in~ t o 1'1..;h t . ..Ol'. , ~e t t. J.is a.;a1n ; 
.• e n~eds a putlic reiutions 1:.en, or• so .1et Jin- - u.etner 

.172 

l ~ COUld 00 llll!o any ;;ood - ne is \', i!ling t O reCOJ-enc t o 
t.t.e L.on ,ress :>!' the Un1ted St.·• les , not only to J'l'~eze :r. .• 
slar.r.in i , out to f~eeze the 2ccles L:111k, t oo, s:-c .;:ve 
~ n a : r.nanent CI.art er to ao business . 

- .__L: ( er ... anenl mono~.oly :>Vt l' tt.n area to an bus iness 

J ' 1. ••• •t.J..L: t.e v.as I' ii lin.; to ao t~o at sor::e ;;ea!'s 
a .. o 1·. •"n •·e su.,;.;es ted a l:'ank t\ol<! ing- com;2any t>t ll tt.at had 
• 1ut a•• t.ence 111 1l . 

.... r.;:;: L: :.ot as stt•on..; as tHi s , 

. .. 1)
1 w .. l; ELL: •• e uas :one f ut·th< !'? 

.•• !-t.J L: l!e is 1nlliu.: to car J·~ tu~ full !'es;,onsi -
llli ty ~ei'o re " n~ress , aefend t .. e .. easur e , and ever;,·t J,in.; • 

• 1 •• J .. : So it is JUSt little lido1ts - tui o;, these 
ltlin s - wCcl es : e nh CJ:~il'.~nn Of tht Ltan vOr.str~cuon 
.o .·a :•, >nd lue 'j tan Const1• cl10n O.:o.:; a:y 11uv'in.:; a ;~rt 
.n i our, five, s i x ?edersl contr ac ts . I tJ.in.< all of 
t .. .,se t11in·s - the •<E">t.ltHcar 3 are .;o.n.; t o t e s . art a.~d 
llt.ake al ~u~ tne first' 0 1 :)e:)t e:nber next ye•,r , and then 
d•l'llp tnem, one after another - or ma~bc at-out tt.e iirs t 
o t ' clocer. ':'hey 1rnor. i t . 1 tnink t he ~ 1·.ill IHiit until 
at• out t . • i rty c.ays befor e election .. nd tt.cn i:·•::tp the vmo! e 
l~tinw . To 'toe ct.ai l'JM.!l or the consl1·nc tion co:npany co:ng 
tl lt·~cl t us iness v;i t n the vovet•r.l,et.t on o~o vern~ent cor:tr acts, 
:•nd sl so Cnai t•man o f tr.e i•ecet•ai ''esnve uond i s beyond 
.•. e : It .nakca my apple cea1 loo~ r retty sl.lall, ooesn '_l it , .'oe ? 

... ,, .. : • I..Ji';:cLl : 'i'lle:y eve r 10 ked Mytninc; alike . 

... c . J~o : :-•• ank ;·ou, Joe • 

• "1:~>· _t·;~ : Con I C->S•-~n .u<iO\', i : .·c.nu~. to .s ta.·t 
t .. e ., rrorr.ation J.ee r i~ ... nco , Lece nl.e l' c, il t..at · •.• .Li 

• 0 • 

• ~:.·. tri < ~o t for ycu. Il not , .. ,. · . • l set cr.E t..at .l - 1 tc . 
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h .~ . JR : The 6 th, that doeen't sound right. 

~:R . THOl~PS<'..\1 : .Monday, the 6 th , 

I!.R. flAS'I'Ot! : IC e will have to go back and look up the 
usual questions that LuC.low a sks . 

H.:.: . JR: PJI\ I in f avor of subsidies? No. 

Am I in fa vor of holdin& catpanios? Yes . 

l.:t. GM;ro~. : l!ov: hi gh can the debt go, safely? 

1.:!! . \',HITE : Judging f r o:: the er.t7:c:• to t he first 
two questions you are in favor of mo r e silver. 

I.:R, BELL: Did you t ell your press conference this 
:nor:~ing anytni ng about the refunding? 

H.L J!{: No. You didn ' t tell me to . 

I.:R. BELL: I didn ' t assume you would, but I &ot ~>o rd 
fr~n some place around - I believe Shae tfer cal l ed rue and 
~.anted to Mow if t here was anytni:11; t oday or t omorrov. 
on the 'refundi:lg. I think you might have Zchr.arz se.y 
so.net i1i nt; about it tomorror .. 

! . . :· . J!\ : v:ill you take care of it? 

.!!. =IC:LL: Yes, end t hen r.e will .:ive it to the boys, 
se;;, !>a turday mornL'l!; or !.'onday in a relea se , 

E .. . . JR: !-. o1~, the hie thin t;. "'ed, !loll ll."ld I had a 
Moc:c- do\\0 drag- out f i ght. See my b~ack eye? He ~ants 
to ..,1ve out your Fourth r.er _Loan on .. ednesJay .u.ornwg, 
e~d I am fot• doin~ i t Thursaay me>rni:lr, . I th1nk mos t of 
the poople stay hane Thanksgivinc . l.here ~o you stand? 

173 

L:n. GAJ.:DLE: I would be in favor of \','odnesday morni ng. 
I haven ' t t alked to 1:r . Bell, bu l--

H.J: . Jh: Smith? 

•. :!. ~i 'I'Ih : I don ' t t nink it makes a bit of dif'fer ence . 
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L!R. HAAS: It is a point wor t h fi ghting for . (Laughter) 

l.!R. Si.iiTh : It isn't worth ~ta t ting out on the end 
of e limb. 

I.!R. BELL: You are between two gr oups? 

H.I' . JR: All ri f,h t , I will appoint a committee of 
Sell and Gamble . 

1-~· ~~Th : To coce t o a conclusion? 

~. oELL : It doesn 't make a bit of differeLce; I 
don ' l kn011 v.betber a :·;hole day 11ou1c be better fr<n the 
roin t of view o~ reading haoi ts , or not. 

,,f. . 'fHCt:PS(.t; : It is not a holiday. 

t:k. BELL: \",uy ciidn' t v.e issue an executive order, 
then? 

l~hS . KLOTZ : Is that the truth, tnat we w: H work 
on 1hanksgi ving? 

ll.~: . JR : Sure . 

l:R. ''.hiT! : Just t o gi ve tbanks ! 

~~ . 9ELL: That is all . 

P. .!.! . JR: l~ ot too serious, new, harry • .1.nd, inciaentally , 
• have si~ed your fort y letters t hi s ~orning . 

"R i'bi~r . Fine. Her e is all I !:ave. I don ' t knor. 
r.helh; r · y~u ;;~ this before, but Lauch Currie gave me a 
copy. It might interest you . 

(Mr . v.hite handed copy of letter from the Presiden t 
lo Secretary Stimson t o the Secre tary . ) 

~:R . ,,Ji!TE : They are quite upse t at be int~ lef t out of 
the picture , 
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h •.. . JR : Just one minute . That is the SJ;~azir.g thi ng 
boiling it doy,n : The P1•esi dent dit>ected the Secretary of' 
.. , r to plan all feeding, etc, lea vine; everybody out 
"except , '' he said, "you will consult t he St e te Depa~tment 
er.d politi cal advisers in the Treasury for such economic 
end fisca l advice as you may need." 

•. ;h . BELL: I got the same thing tho other day. 
T'ne fell ow said they had gotten this letter and r.anted to 
kl.ov. if I had written it . I told him I had never beard 
of it. 

H .~ . Jrt : Can I keep this? 

l'!l. \'.Tt!':'E : Yes, v.hich brin~s to the fore thi s 
quettion I spoke to you about as to ~ho should pay for 
this t rain to he exchanged in ~rgcntina . 

1 5 

~he Brl tish have ob;ected stt·enuously. 1hey v.anted 
it on n fifty- fifty basi s . 

13efore I sa11 the letter - I oon ' i know - I 1·.ou1d have 
chen :ed my mind, but before I called Uean Acheson ' s office 
i o fin d out Vlhat their opinion was - Hiss is j:'Oing to ta lk 
to uean Acheson tonight . It may be that v.e will have to 
C?'!l'!'omise temporarily on the basis of fil ty- i'ifty . Five 
-lll1on dollars are involved. 

h . • • JR: r.o, it is not ell r1gbt, out I "ill go along 
v.ith it. 

1!R. \',hlTE : v.e will insist that it merely be on t hat 
bash, and leave the question of conti nuing p~yme~ts to 
bo diPcussed, leave it open . Or the alternatlve 1s that 
v.e wi 11 have- the Army pay f or it ell end say we are not 
oing to settl e the question at ell . It isn ' t settled t o 

our sa t isfaction. 

P. . i! . JR: You bad better ,:et fifty- percent out of the 
Enp,lish v.hUe you can . The poin t wu, we have pa id f or ~11 
the food going into these c~untries uo to now, and 1·.e se.ld 
":;ov., England, you pe~ up t o how much· we ha ve end fran then 
en v.e go fifty- fifty . 
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To which they said, "VIe will go t ifty- J'ifty now. " 

:JR. \'.'HITE : They will go fifty-fift~ on payments 
to third cow1tri es . They are sending a l i ttle coal, but 
le~s t hon a half million dollars a mon th . 

176 

ll .h: . JR: I didn ' t expect much; neither did you. 

!'!t. .. b i TE : ~: ow, here is sanethins.t: '!his is- the 
Co:n"ined Chiefs- of- Staff letter . ' .• 

(::r . f.hite handed copy of lette1• of !love.mber 18, 1943 
fr~ the Secretar y to ~dm1re.l Leahy t o the Secretary . ) 

J.:R . \.BITE: !!ere i s a draft 01 the proposed e~emo randum 
t o t he President that you v.ere going to lake up VIi th Hull 
along with--

H.M. JR: (Interposing) On v.hat sub ject ? 

:.m. \'.HITE: Crowley on the British dollar posi tion. 
I thougnt you mi ght like to read that over before I finally 
a r.ree r.i)tb hilr. . (lle.morandll!I< banded to the Secretary, copy 
e nacllec1 

H.U. JR: Yes. If you saw what ~as i n my suitcase 
J OU T.ould get-- (Laughter) Ho~ much more do you have? 

l..'R . \'.1!1'1:: : Just two points, quick. One is that 
Lauch Cre•ley ~alled me. 

H.l! . JR: \'.ait a minute - Oscar Lauch Cr owley ! 

J.:R. ''.H I ~ E : This one is particularly Lauch CroTiley, 
because he called me up a little bi ~ pertul'bed at. Joe ~s 
l .• emorandum to the President on the French . He sud, Am 
J corr ec t in assuming t he t when they appeared here at 
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the t meeting that you ~:ere going to take that matter up 
· .. ilh Crowley?" 

I said that your letter to Hull specii'ically indicated 
tha t :;ou had discussed it with Crowle:; with the definite 
i nten Uon that 11hen Hull spoke that you wanted Crowley in 
on the di scussion . 

He said, "Can't he tell CrowJ.ey that? " 

I said, "Yes, certainly," because I do remember you 
Jla sny you ,,ere going to take it up 111th Currie . 

II . I.. . JR: Did !? I thought Lhe other matter - but I 
a:dn ' t know that. 

-.:-. . 1',l! I ':'E : ~'hey both were discussed at t he same 
tl::.e . 

John has made an appointment 11 itla the House Coi!I!Dittee 
tomor row. I went to tell you whet v.e propose to tell th em . 
i.e want to tell them about the bank statements that you 
aro sending out and give them copies . \.e also propose to 
tell them approximately the status of the discussi on r:e 
had r ilb the British, and about some discussion of the 
principles that. v.e e. greed upon , and in •i cate v.ha t we had 
not agreed upon . 

H .~ . JR : That would take care of t he press . Smith 
J.On ' t be he r e, but Shaeffer will be. Ge t Shaeffer to tell 
you ,,hat the press asked me about your proble;ns today, will 
•·ou please? 

L'R , \,hi'iE : \':ell , , .. e thought of gi vin& the benk statements 
to tne press next week . 

li .~: . JR : Be sure and talk to Shaeffer, will you? 

L:f,. \'.11JTE : Yes . 

H. l' . JR: All right? 
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1:!\. l'.1ti 'l'E : That i s all. 

H.ll . JR: Joe? 

:~ . 0' C~JoiELL : I haven 't a t bi ng, JLr . Secretary. 

H.M. JR : You mi!'}lt t ell Paul that Smi th Wlll be back 
he re surAly by L'onday • 

..:.i. ~~.:!':h : I 17ill be back Fri~ay . 

H . ~· • .TR: V.b en he is back I v.ant him to see Paul on 
the ott.er view a bout my s t a tement on the Hill. I Vlant 
Paul lo pu t sace though t t o i t himself, please. 

~:R . O ' Cili~ELL : I wi ll tell him. 

!i.:· . J :\: l'y sta t eo ent. 

i.:P. . o•cot:r,-s r.L: Yes . 

h •• :. Jlt: Geor~e? · 

:.:n. 1./..t..~ : I have nothir:g. 

t\1\ , Gl\!.:BLE: I have only one thing . The best sl o,:an 
\',e have received up t o date is, ''Le t ' s cet it over;' for 
the Fourth V:ar Loan . I though t I might try it out on thi s 
august bod,y . 

~& · HAAS: 
at it , 

The next t ime you v:ill say "We ere st i ll 

l'R • GAO: BLE : 
su rvey we made . 
ffi i nds i s to move 

I t could apply t o the dri ve from the 
It seems that tne t ning i n ~ost peoples ' 
a little !'as t er. 

H.!' • .n: It sounds a 1i ttle soapy . 

:f.R. ' ',"h i TE: The next one coul d l:e "One !.lor e Push. " 

H.:: . JR: ::o, I personally ,.,oul d &tick by. "Back the 
:. • tacli . " ! don ' t see vmy you beve to ch&n; e 1 t . 

118 
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~!R. BELL! "Continue to Back the Attack. " 

~:R . GAMBLE : We have been uslng "Keep Backing the 
Attack. " 

H.M. H : I just think "Beck the Attack. " 

l.:R . 1,'JJ ITE : Keep "Back the Attaok. " That 's \'ohat 
11e ' ve been doing - keepi ng it back. 

L.'R . GfJ.' BL'~ : You must remember that the place where 
~e ~eke tne wides t use of it is in the newspapers . 

H.:: . J~ : tiow listen, aoes Pillsbury Flour change 
tt.eir sl ogan every s pring and fall? 

t:R. GA::BU: : Yes . 

H.r . JR: "Eventually ! \'1by not now? " 

1. k. GA,.! Ili.£ : They chant;e the appeal. 

H., • . JR: Oh, thet have a trademark, Packard : "Ask 
lhe J.:sn Who Owns One, and ell the rest . 

JJL GA~TOil : On the other hand, Buick changes every 
year . They always have a slogan. " Better &ly &l ick. • 
They chan~e it every year . 

!!lt. \',h i E : Eo11 about Smith Brothers? 

P. .M. JR: You will adoit that that trademark has 
Y.h iskers . (Laughter) 

MR. SULLIVAJ; : We hed better break this up r ight now, 

H.l:.JR: This is not en august body, at 
not sittin~ in en august body. Come &f ain . 
have anytn1ng else ( Gambl e)? 

t::U: . KL01Z : He has enou 11h now. 

least we are 
O.K. IJo you 

~rl . C:/~:PL:: : I think I ha d better keep the rest of 
i l to alj'self . 

179 
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li . ::. . J:t: At least admit v.e did a job for you • 

• ::.. . GIIS'fOII : You 1~ill do as you please, anyv.ay. 

J.:hS . KLOTZ : He says you have to acbni t you have an 
o~en-windod J'eception . 

h .. •. Jt!: John? 

~'!t SULLIVAN : l<othing, sir. 

H.( . JR: Sreitb? You had better get your overcoat 
aha your tin hat and meet me, 

~. S~LLIV~' : I nad that Fish letter you sent in for 
a reply. I want to get out the correspondence . I am not 
el all sure it calls for a reply . 

li .I' . JR: Did you notice t ne "best" or ' kind regards" 
he tn1·ew in? 

l'R. SULLIVAN : He i s quitting on this cnar ge, you 
soo, imwediately . 

H.W. Jfl: I think when a man makes a charge ol' per jury 
lh8 l some Treasury official got soo.e oi' his friends to 
commit perjury, I think v.e ouc;ht to press him . 

L'it ~.ULLIV/ill : If we en sur it, it will be on that 
6round; 'rut as an American citizen, if he kno••s anytr.ing 
is r.ron6 it is his duty to do it, especially a ~on~res Sillan , 
not to condone tnat , just to get a settl~ent o1 hl s 
private affairs . 

H.J.: . JH: That per jury charge, I don ' t think we can 
just overlook i t . 

L:R. SULLIVAN : I don' t, eithe r . 

t.:R . GAhTON : Did he say they tried to make his f r iends 
co~r.mi t per jury? 

H . ~· . Jk : He said tnat e Treasury Ol ficlal tried to get 
one o1 his fri ends to cOI-!llit perjur)' arain& t him . And, 

130 
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of course , I wrote , "l:e hate to do 1 t , but if you insist-- ' . 
J e \'.ill tell US , maybe, J \'IOUla study it . 

!:H. SULLIVAN: Yes . 

H.!.: . JR: Herbert? 

:::; . IJAS'I'OJ: : I haven' t anytning. 

Jl • .' •• J'l : Did you speaK to--

j,,;· . J : !.otni:l!' else . 

• I .. 'i/.~TC:.: r:o . I have ti'•O or t hree appoin tc:ents I 
1ou1~ l ike t o talk to you about . 

when 
it . 

h .;~ . Jii. : ~.hen you see ::ason - I have a 
that heli c· opter passes its test I ?.ant 
1.\ho was t he pilot before tnis one? 

request that 
to r ide in 

Hll. Gf.~ TOt! : Sinton. 

H.Ll . JR: I don't know whetner he ever go t one or no t . 
Once tney have accepted it, I would like to .;o over and 
r: de • 

• 
:.:h. ~'.hi':'E : V1bat is t he hurry? Those tllir.gs are 

stil l ir. the exper imental stage . 

CR. S~LLIV~~ : !n the air . 

n.::.JR: I v.ant to see if I can run one . '•r. ey say 
:toucan learn to run one in fif'teen ml;;utes . 

::R. 'iASTD!; : They say you do bette!' Y:hen you haven ' t 
lea rned ! 

H.:.' ,.TR: The Ad'!linistrative Assistant t o 
you can put in his application for deferment . 
JlO~ l likely be ;;ranted. 

~ R. THa.:PSON : Robertson . 

Pres t on Delano -
It l'li 11 
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.:R. B!':LL: He hasn ' t been called yet . 

:·:-.. o•co;::.ELL : Is that t he M berhon in the Legal 
~ecl:on? 

182 

1 ?. . BELL: !.o, he isn 't, be is Admini&trative Assistant 
to Lelsno. 

!.:K. \\JilT:: : 8"; the way, the Army notified us they 
wouldn 't be abl e to use the Treasury people in Italy. 
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