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THE UNDER SECRETARY Or THE TREASURY 

WASHINGTON 

February 26, 1945 

YEMORANDUM FOR THE FILES 

After lunch Wednesday (February 21) , I 
conferred with the Secretary concerning the 
issuance of additional Treasury bills. We 
had recom~ended to the Federal that we issue 
$200 millioh of additional bills beginning- the 
first date in March . The F'ederal objected to 
this because of the strong market and said they 
would not -object to an addit ional $100 million 
per week beginning March 1. 

I told the Secretary I had had a furthe r 
talk with Eccles and that he said he hoped we 
would not issue more than $100 million at this 
time . The market is very strong and there are 
indications that it might go even higher . He 
said they would agree to $100 million additional 
beginn ing March 1 and then , after we announce our 
full program for the Seventh War Loan, they would 
sit down with us and review the situation to see 
whether or not we could increase that by another $100 million . 

The Secretary asked me how I f e lt about it 
and I said I would accept Eccles ' proposal , that 
I was sure we could not convince them that they 
were wrong and · it would mean another week's dis­
cussion. Wy recommendation was th~t we go along 
wi th that proposal . 

The Secretary app roved the issuance of an additional $100 million. 
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1f, S. Gilmore - !.lanaging Ed1 tor 1 Detroit News, fo~r President of 
American SocietT of Newspaper Editors 

Warren S. Booth - l!e'll\ber of Scripps f1111i4' group which cnms the 
Detroit News 

Douglas vartin- l!ansging Editor of Detroit Free Press 

Basil L . (Stutt,y) 1fa1tere - Editorial. Director of Jack Xnight 
newepspere - Detroit Free Press , Akron 
Beacon Journal, Chicago Dai4' News, 
lf.1811d Herald 

John ).!cLellan - City- Ed1 tor of Detroit Times 

'If, s. Lampe - Managing Editor of Detroit Times 

-n-ank Januszewski: Publisher of Polish Dai4' News , Detroit 

Jean Allman - Executive Director of Michigan Press uaociat1on 
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Alll!OUNCER: 

Tho Blue Nc t l\o rk groats you from tho Grand Ballroom of tho 

Book Cadillac Hotel in Detroit whor e a luncheon is in 

proGr ess under the auspices of Detroit's Economic Club , 

Guo st of honor is the Secretary of tho Trees ury, tho Honorable 

Honry l.!or~entha u, Jr. 

To introduc e t he Secretary , her e is the Chairman of the War 

Finance Conmittae of Michi~n , Mr. Frank Isbey, 

Mr. Socruta r y - tho ~oonomic Club of Detroit is proud to 

hovo yo u her e as our honored ~uus t, The people know that 

futur o pea c e depends on Int arnational aerccmcnt and under-

standin~ in e conomic affairs, That is why t hey arc eager 

to kn~' moru about the United Nations ~onetary and Financial 

Conf er ence !lold last yoar at Bretton ''loods with 44 nations 
• 

participating and at whicR you e erved as Chairman. \'lo a r o 

happy indeed to have you hera to comlnont upon the importance 

and tho sisnificanca of the !:lratton •:roods osreomante, 

Ladio s and gentleman - tho Silcrete ry of tho Treasury - tho 

Honorabl e Henry Morgontha~ Jr. 

(APPLAU'I! L!D BY THE AflrOUNCBR) 

(S!CR'!'l'A.'t"' !'<Ill'l~U ~:) 
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• For Release P!' !'e"spe pers 
l"e?rl!ary 26, 194 5 

(Tt- J :"ollO\>in" S')t>O cl: \\ill be delivered 
r~,. '1-'t'l~.~•,:.,r-;,· nf t~q "'ree sury Henry 
t·~-· -.v t.·,,\ Jr .. t• t. ,,te '!cr>Homic Club 
~f ')p: t'.J:.T, CJ~;:(•1 ~. 1 i·~ ~;,;,~n , 1: 30 to 
:. : ~,;; p . 'Ol. J;.!~ , ~ ru-· •L.cv 26. I t Will 
be "':w:;.:..31...;~~-tt .>· · ~Jt ~'"'t. :>l~te Net,;ork on 
£1 ::ob s t - (;(. - c .:m " t • !l.cJ. 1 !Cup . 

' 
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The world 's money market has a language ot 

its own ~hat can be made to sound as incomprehens ible 

as a tobacco auct ioneer and as remote as Yars. 

But its results 1n every business are as plain -
as red ink in the ledger and as close as next 

) -
week' s payroll. One reason i s that international 

monetary stabil ization has a good deal to do with -
t he color ot the ink, and with the payroll, too . - -

one man out ot s~n in the automobile industry, 

tor instance , used to depend tor his job on t oreign -
trade. Fourteen per cent ot the industry's sales -
were made abroad.. That ratio can be maintained -
atter the war only it currencies have reasonable - -
stability and it exchange restrictions are removed. - -
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Last summer the best technical experts ot 
RN'O '\l$ ... CC\~'E.b 

44 United Nations met at Bretton Woods, New Hampshire, - " 
to grapple with the problem ot postwar money. They 

worked on the basis ot a plan that had been evolved 

trom preliminary discussions extending over two years. 

The result was agreement on a program which provides 

""""" t or a Fund to stabilize currencies and an -International Bank to help tinance reconstruction - -
and development. 

The program i s the tirst ot a series ot practical 

measures tor putting the everyday business or the 

world~ on its teetJand headed tor a s~er 

prosperity than 'it has ever known. 

~ 

I 
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It is a matter o! peace and security !or the world, 
..,.._ --

as well as dollars and cents !or every busines~an - -
and worker, every farmer and professional man in - -
the United States. To the people o! Detroit, it -

' means a foreign market !or as much as a million -
cars a year, and a goodly proportion o! your 

machinery, metal products, and chemicals. -
It means that it the foreign branch o! a Detroit -

plant makes money, the company can get its profi ts -
out 1n dollars instead o! harmonicas . 

Finally, it means that you can carry out your -
plans tor your community, meet your responsibilities - -
to those who look to you to lead the~ in transforming 

Detr oit !rom the world ' s mightiest war production - .... 'I~ center into an even bigger producer tor peace. - -
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That adds up to a lot o! meaning. 0! course , 

the Bretton Woods program by itsel! will not bring -you all these blessings. It was not meant to. It -
is the !irst step in a series that must be taken -
by governments and by industry and by labor to set 

the wheels o! worl,,_d~t_r_ade moving !ast and treely. 

~~o, Bretton Woods won:t do the job ~e. 
CJ without Bretton Woods, you ~.~~ never get 

But 

0 

a chance 

to do the job at all. _ ,_-
The !1ret proo! ot this 1s the relation o! -

Bretton Woods to Detroit's ~e !oreign trade • 
. 
• The Monetary FUnd sets up standards which will -

prevent discrimination 1n !oreign exchange practices, 

and help member nations keep their currencies stable. 
·I 
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Under such exchange pol icies, an American salesman 

can go to Belgium and sell a thousand dollar car -
!or 40 , 000 ! r ancs without worrying about cancellations -
because sudden depreciation has put the exchange 

value o! that thousand doll ars up to 60 or 80, 000 - - -
trancs and out o! reach o! most buyers . 

Another advantage o! the program
1
is that 1t 

prevents bl ocked currenci es and ot her discriminatory - -
r estr ictions on wher e a man can b~. and ~1. 

Without it , the representative o! a Detro it 

automobile company might line up a great m8ny -
customers 1n, say the Net herlands. 

• 
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•aut,• they would tell h~, •we can ' t get 
~ 

dollars under present exchange regulations . We 

can get rrancs and pounds but no dollars. We ' d - --
like American cars, but we'll have to take French -
or English.• --

f~ This ~ ~ theoretical prediction! It has 

~ happened . In the decade before the war, exchange -
contr ols and bilateral agreements were aimed at 

this countr y and lost us our market. It was largely - -
because ot them that the sales or American cars and 

trucks went !rom 700,000 in 1929 to 85, 000 1n 1932, - - - -
but came back only halt way five years later. -

It you were an automobile manufacturer, this 

experience only proved how badly you needed a - -
Bretton Woods program. 

0 

.1 
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The combination ot engineering skill, well paid -
workers and managerial organization enabled you - -
to produce better cars cheaper than any other - -
country. Theretore, 1n a world ot monetary order 

and stability, you would have kept at least as -
much ot the market as you had in 1929. But, -
although as many cars were made 1n the world in 

...... 
0 1937 as in 1929, America' s share went down rrom -- -

85 per cent to 76 per cent. - -
The greater part ot our loss was 1n those - -

countries where rigid exchange controls discriminated 

against us . They not only tailed to resume buying -
after recovery; t hey actually bought less than in the - -
depression. All the other countries 1n the world -
bought more . Her e are some examples . -

0 
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Belgium bought $26 million worth or American cars -
1n 1929, dropped to $7 million 1n 1932, and came - - -
back to $21 million in 1937. Brazil's tmports were ·- -
$30 million in 1929, one and a hal! million 1n 1932, - - --- -
and nearly 14- million in 1937. Sales ot American-made - - . 
cars to England rose from the depression low or $3 milli on -
to more than $12 million in 1937. Germany, on the - -

() other hand, used exchange controls against us. 

0 

Purchases ot American cars amounted to $19 mi llion -
1n 1929, dropped to $1 million in 1932, and 1n - - -
1937 , instead or rising as the depression waned, - llloo,ooo. 
dropped to $a861 999, -

Regraded Unclassified



0 

- 9 -

What that meant to Detroit 1n Jobs and pro!its -
is a matter o! paintul memory. The United States -
automobile industry at the peak o! the boom employed -
47nooo workers. There were only ~6','~ many 

ot them at part time, on the depleted payrolls o! 

1932, but SOCS\ 000 were working 1n 1937. - -
The 15 major producers showed a pro!it o! more -

than a billion dollars in 1929. In 1932, they had - -
a net de!icit o! $l~million, but !ive years later 

I_77D. 
they were in the black to the tune or $75i million. -

Can you now doubt that you needed a Bretton Woods 
. - -

in the twenties and thirties? • 

'4 
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. It you were the owner or a branch plant 1n 

Germany, you needed it even more. Because no matter - -
how much money the branch made , Germany held it in -
blocked tunds. Our proposed Yonetary Fund prohibita 

blocking the profi ts or rore1gn investments. 

Ttle prosperity or the whole country depends just -
as much on !ore1gn trade as does that or Detroit, -

() although you Detro1tera with your close yies to 

export and import businesaea,are probably more - - --
a~ ot the tact than most. % 

In peacetime, about 10 per· cent or our national - -
production, and about the same proportion or our -
jobs in industry and agriculture are created directly -
by foreign trade. 

0 
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A poet-war economy o! full production and tull -
' employment will require American exports o! at least -

$10 b1111on. 

It the Congress o! the united States passes the 

Bretton Woods legislation, world trade will be 

treed !rom restrictive exchange controls and -
depreciating exchange rates. In that event, the -

0 automobile industry can look forward to a steady --export market o! at least a m1111on cars a year • 
..._ . .____ -- --

'le can reach such a trade level only i! both - -
the producing and. consuming powers o! all countries -
are expanded., not merely restored to their old. levels • 

• 
Regraded Unclassified
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The International Bank !or Reconstruction and 

Development provides a sound, conservative basis 

!or extending !oreign loans !or productive purposes. 

The principal business or the bank will be to 

guarantee loans made by private investors) when 

such a guarantee is needed to encourage worth while - - -
ventures . But the Bank will also protect the -
investor trom lending too much and the borrower 

trom borrowing too much. 

It may seem s trange that any one should o~t 

to this program. But some people do . Their Whole 

argument boils down to the criticism that it might -
not work. --

~7 
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These critics want the United States Government -
to go back to 43 other sovereign states and say1that -
although all o! our representatives agree~ atter -
mature deliberation that the plan is sound, a tew -
interested peop~e 1n this country think they know - -
better. -

They know quite well that it would be impossible -
to hold another conference because a minority or 

' 

one country out ot 44 thinkS the plan might not work. -
I wonder what sort ot an audience I would be 

addressing in D~troit.. today it Foro and Winton and. - -
Olds had looked at the !irst gasoline buggies they 
"'--

built
1
and turned back to bicycles saying: 

•It might not work. • 
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'nley were not so taint-hearted nor so easily -
discouraged. They went back and made it work . - --

Let us have taith in America and Amer.1cans. -
I think we shall demonstrate again the capacity - -
and the courage to solve the problems or a new day. -
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(APPLAUSE LED BY AN!''OUNCER) 

Al:t'OUNCl!:R: 

Ladies and Gentlemen: 

You ha voJ just hea rd an addroea b:r tho Soorot ary of tho 

Tr ea sury, thu Honorable H(lnry Mor~enthau, Jr. Mr. 

Mor!'.ontheu spolro from Det roit over t he Blue Notv.ork 

on t ho maon ino and im9Qrtano~ or the United Nations 

l!onct ary and Jl'inoncial Conf cr ono o held l ast year at 

'3r etton ''!oods . Hi s address como to you under t he 

auspic es of tha 3eonom1c Club of Detroit . Copies 

of t his a ddrc s!l Yoi 11 b~ s-.~nt to tho So.l desir in" one . 

Oth..: r pcrtin.:nt lnfor:JBtion on :9r..:tton 'foods \\ill 

also b o.l sant to any listcnur tor t ho askin~. This 

is tho 3 lu..: ~· o t'IOrk of the ;,m~Jricen Broadoast ine 

~~ Company, 

:o 
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1!11 ~TICIIW. BANIC lOR 
RIOO-TI<II .um DJ!V!l.OI'IIIm, 

RICierU b7 111" P. woloott, Yl&bn or ooaan,. 

repntn\loa tbe Stnntb Ccmc:re .. toa.l Dte\rlot 

ot ktohtpa, beton ft.t' lboD«a!o Olub or Dttrou, 

I conl14tr lt a 41et1not boDOr to abtre tblt 41eoUie1on ot 

pot\~r tutttnatlon&l t~ObaQII etebtlizatloo an4 noooetruotlon &Dd 

4nelo~nt wUb our 41U1JlCu,1W4 g\IIU, tbe S.Ont117 ot tbt Treaturr, 

Bon. BIJU'7 )i)rt"tot.baG, 1r. 

$eONUf7 Morstotbau repreaenta u A4alnleUe\loo td\A 16lcb 

-.GJ" ot ua baH tfoeclu.ntlJ 41Miftt4; b~Yer, tbe TN .. ,..,., Depu'tl:ent 

11 outt'tUdlQC to tbt MD.fltr to 11btob u baa tUDOt1oot4 uDder hh ftl'J' 

able m.n...-ent. No finer t rlbute bee ever bttD ptl4 to a UD tb&D that 

tlpl"'ue4 by HoD. rr._u Keott, &D af'Clent a.nu ... admtotUn tloo AepubH H.D. 

lilllalber tl'OC!l Wleoonetn, tpe.Rlac to tbe Rouae of ~prutnteth., lut 

~~ 'h"MMU'7 Dlpat11;1Dt, U"Ul lllrC wi t.h pro bl­
ot a MplC:WSt \&Ddre-.e4 ot a tn ,..an ~k, te lA 
ttte onr-&11 ptuun, eta.tted. &D4 aeM4 b7 .. o end 
~D or oourtret, ~ touUta.eaoe, u4 4leUaoUoa. 
I ban 110tblac but prabe tor ttl.t M.AMr la wblob \bt 
t\mOUou or tblt cr .. t 4tpertme:ct ot CQftn.eat b.an 
bet~~ olll'l'l.O. oa. ln ., judgl:ltnt, l t lt t1apl.J' IMSl.AI 
that the Department hu been able to attnot e.a4 btp 
w a ot t\J.Ob ouutu4lQS character and ability. ft• 
t,_.a4out probl- or tlD'-oe-e ha" t b41tD. att wl \.b 
oou~• &D4 t14tlltr. Tbt people or the oOUAtry a rt 
eatl tlt4 to mow that ttaD tbe SMrtUfT ot tbt 
Treu u17 4oft \Jlrou.P t.bt lona Het ot a4al..atltrttln 
ueltteDU &D4 bta4t or wnaua and a,pDOlta , tlw 
wort or t bla IN•' «-partaent o r COft,_D, bu bMD 
•• 1D a M&Dtr tbat abould oballt.a.et tM aW raUoa 
ot tM pMplt or uw o.outJT, !"'lp.."41.Ma or )IOU Uoal. 
&tflltaUoc.• 

It -. aMr t bla l•derahip that U. NPI'Mtata u ... of ton, .. 

t O\at' or tba OU.M4 ,.,&ou •• l ut J\al7 a t Bnt t oa wr..u, .. ....-s ... , 

to to~ate propoeala t or u tater.tloul .._-...,. f'ud. aD4 aa IDtenatlONl 

• •• 1a u • ......,.. ot tole,... ... ..... ,.,.u .. . ...... ............. , ........ ~ ... . 
Ill * _ .. ., ov-.na--·lor-.. - uw• 
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nMUe ud. u.-...; U _. apM\M \bet c.b1t wvl4 re•U l.a (I) tull 

Mpl Q,. •• , ... wou1• M a ~uq r.oto.r •• (3) .,....nt.aa ,..., ll7 

Ofttl'11111 U WJ'UOI .,.Wt MO.-tO -.le4JUU11Dt.l .aiob toaett.H Ol taM .... 
IIIDJ "" thpUoll ot tbe propott4 MIM of aooa.pliab.i.al 

\bttt objeottYet. ~one donled tbo a4t1ttblltty of attt~ttna to OtYiee 

plau to a\ebllht tbt N ltUOUblp of WC'Irl4 curr.aol" anct t.o ctn .. ob 

oOUAtry a tatr ant p.ropontoD&t.e abare of tbt wol'lct•a NI-DMt. lllDJ tbou&U, 

aDd. at1ll \hla.t, that Ia baluolo& .orl 4 trac!e ID tho CII.AII-tl' p:ropoeod II.DI! 

._nlid \IPCtD, w Mould b t oen.aua tbat lD tho eoc.c.plllhMD.t w 414 DOt 

4 .. tror our O'lftl o_.rol&l oDd ttauctal :-oetuoo Ia world atfatra to tbe 

prejucUoe ot AMrtoao ta4u.ltry, t.arlaulture a:n4 labor. J\1.11 taplo:rme:nt do .. 

cot dope:a.d entinly upon full appron.l wltbout -.m.n~tDt of t bt Brettoo. 

Woo4t A.rtiolea of Aare•eat; but wW It be a.o aid or • 111 it be a deterrent 

O to tbe p.latul uplo,...nt or trc:a ~ to 65 a1ll1on or our people? "lht.t te 

tho q,u .. t.loa tlbJoh tho Amtrtoao people e.ne tho CO~ta aut totUtaotorilJ 

auwr atter fUll coulhn.Uoa. b.u Moo &1"11 \0 cbe oUlal ot both the 

propoa.eot• &Ad oppoonu btitore u wtll be wlM to uti 4etlnUe aouoo. 

• 

•• 

'ltlt CODfiND4t ftl oaretul aot tO blD4 lOY COUJltry; 1t qretd 

onl7 to eubml t tbe ArUoltl of As1"8t.meat to the nrlou. OOUJl,rlea for auob 

.otton aa they ••• tl\ to tHe. No goYel"'Mltnt wUl. be bOW14 bY the 

ArtlOl·tl u.ntll 1t btl forM117 apprond tb•, aM then only WbtA tbtT ban 

been apprond &n4 llpe4 OD brlbalf Of S0ftrt~e&nta bnta, l i'UJ.,.fln per 

oen\la of tbe tote.l Of tbe t;Q0\&1. 

Dabl1DC lecJ,elaUon has been tntto4\t0t4 sa tbe S.llo8te aDd. 

Route of Rep:reeentathll. It Se expected that b .. f'lDCI w1U at.ert within 

tbe next two nett • 

Tbe tubJtot 11 ot t~on4oue and tar-reeobtac importance. It 

11 t.portant, IIOt ODl)' &I a poulblO ktY to our IOOOOIDlO 4"UQJ, but I 

oa..DDOt •pb ... tu too lti'On&lJ that 1t CI&J .. u beooae • potaotial u4 parbapl 

co:a.uolU.ac llltluaDOe w our eoot.al. u4 pollUoal pMttlo.n lD tM wor14 of 

aatlou. c.oacn•• reellMt Ua t"Mpoa.t1b1Ut7 u4 wUl haft • Utorot&&}a 

ubrat&D4lac Of tbe buto 1114 attUltte4 laauea boltoN 1 t fh&ll,y taba 

U 11 oal7 b.au .. J want to proftkt tbouabt au debate, N u 

a14 to • tu.U UJl4oret.a.o4tnc or tbe -.Q" Qu .. uoa.e wbtob awJt be cou tdore4 

u4 .. u attotorur .....,.,., boltoN tbe Oo~•· ou tateUtpntlt aot, tbat 

J oe.l.l U'-Uoa \tl ... ot \be &U.tp4 4etlo1 ... 1M u4 to .-. of t.M 

MJMU--w- \M ,_ ... \M lui<, 

-· - Regraded Unclassified



,_ udi epee• will DO\ penaU u •~reUoa ot all ot t.a•• 
e llgt t._ tdlat b.u be .. pu..bUMM a4 t.roa __, ooattNDOM, I 00001 ... \be\ 

\M tollowtac ue ooutcS.Nd ~at&l 11.114 • n \boM liNt U D17 \o be 

OOM1Mn4 b)" coapee. I wtau tb• wUbO\lt oo..nt ta tbe -,. that 

pu,.blto U.ouuJoa ot tb• wtU Ol'fltelllu hte111.1tot popglu opliLJ.oo, a:ra4 

UIUI tortlfr COD.Iftll in &D.T action it •1 tioel lJ' taD • 

() 

SOle .IJIGOJUE!ml AlWMIT 1\IJt PROPCSill 

D<'l1l!IN.\TIONAL IWI1t !'OR RECONSTRUCTION Aim DI'IILOP!D.l<T. 

It 1• alleged that: 

1. '1be Brett.oD 'lfoodl lendta& proaru 1.1 onlr • part ot a 1m.1oh 

luaer prosnm. of ex:pudM uporu thro\&lb lout, u4 wtll lnt•t t.ablr re1uU 

1.a 4tfa~tl a~roa4 and 41alllualoao.nt et baa.. beoauae tbla ~OUAtr,r wi ll 

0011 ptrait tbe larp seale l&porta DIONMf7 for the repaJ1:18Dt or all tbll 

loe.oe &D4 lAft-ttc.u.te. 

wooq ore4u ... wlll u.lttaA&.elr Pl"'d\aot • third world •r, tor the re•10n 

that it wtll oeuee • d1t-e~u1l.lbr1um lD world trade. 

3• Althougb the stated. objeotln ot t.ht Br.U.on Wooda progl"Ul 

ta the btlanoad &rowtb of world trade, by tloeooins tbe lD4uttr1alizat1oD 

ot otbtr oountrtee , we m&y rather find. that, in tbe tDd, we tbe.ll ba.,.. 

balanced trade at low leYel, lnt~e•d of tt our hl&h 1•••1, to the detrt-

MDt or our l a.bortns un, our tam~ere a.od tn4uetr1allne. 

4. 1bt BlDk will be UDder polUlcal pr .. l\i.ft to uke \I..Dir1at lot.n~. 

!5. Ou.r ;•n lendtq erper1tftet abou.ld 4a:;ptn ou..r ar4or tor auob 

&. '!be &mk wlll ldll ott p:rhatt ltDdlQC, to the 4et1"1DDD~ or 

e tontp bonowere. 

'· 'lbe Bank woul4 be UD6ir h'Dtor-ooUDtl'J oontrol. 

e. Pr1ntt beAter. o ao Ull:• oare or • 11 ltD4lD& D"''· 

t. It American dollar~ aM to 'De loued , ther aboul4 'De l~n•4 

• ODI ProtJ'U. tor lt.u.lt.&Dtou.t tna.otment • 

11. 'l'be pan.ot)' ot debtor oouatri .. ll ot qt.MaUoaa'Dlt ft.lue 

w tbl oau•• stat ... 

-~-
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u . OODoMtloM to \be ot.ta.r oouatrtee Ute tbe lAUa "-rlou • 

tlbo lule t.M a t BNUoa WCtoU U..t t.be aut: be teTO\M eqMll.J \0 nooutNOUoa 

...s 4e .. to• Dt, •u 1a e rteot tMt --ben: 4 .. trtac to 61ftlop baYe aa. 

a.vt.aat1o rlcbt to loau. 

l'• our tubeorlpUon h unltkel.y to 'M the t'\lll aeuure ot our 

oontrlbutloa , elnoe the Btnk Qef l a ter l nore• •• ita oapt t.l. 

14 . Repeal or tuepea.eton ot the J'ob.D.eon Aot, •• h prortc!ed 

ta the Weper-'I'ObeJ-Bpenot BtU, JDMU t.earta.a up 'bllllo~~o~ to old~·· a.a4 tbe 

pourtaa out or new bUUou ot prlnte .tartcao. oepUe.t. 

80111 ABXIImrS AGAINST 1m! Pllli'OO!Il 

INTERrtA.TIONAL WN£1'ARY rnwo. 
1. I t ta oonttndod that i t ie lnad•teable to aet up t wo 41et1not 

aceno1ee: tbet there 11 no ntoeaoi ty tor the PUnd: tbtt tbe ruaottona or 

tbt l\m4 can be better edainteure4 by creauas • 4tJ)tlrtuct 1n the I.nter­

oaUonal Bank tor u.k.1A& exo~ tte'blllz&Uon 10&11.1, eD4 tbu the t'UDC!tiou 

or the 8aclc tn t.blt reepeot _,. 'bt aupplt=eotecl bJ laareutac the capital 

aDd powers or tbt !:1-port-Iapon Sank ot Washiqtoa. It wtt part-lJ 1n 

cleterecce to th1a theorr that to oot1114ertns the ao-e:alltcl Oeorge BtU lD 

the Rouse last week a.en4mtote were eussea~d whloh in etteot would create \be 

F.lpOrt- lmport Benk: of w .. htnst.on u e.n i ndependent agency of the ao• er'l),meot, 

4horotng 1 t tro.tll Ul 4011liaeUon by the Secretary of COCIIIDtrot ancl Dl.king 1t 

po11ible tor the Coaareu to omtrol tta pollctee. 

2. rna the o .. s .A. •• eteDdpoi.o.t, the etebUhaUon f'wt4 creat.e4 

out ot tbe 4enluat.1on •prottta• or 19~ 1e .IDOH tbaa. u:plt tor our~. 

t1Doe tl,eoo,ooo,ooo or the ortatnal t z ,ooo,ooo,ooo bee ne•er beeS to be 

t.ouobed • 

3 . I t we are cotna to a ttempt to u .abUhe the ooonoadee or other 

oouotrtee , 1t tboul4 not be done 1n the guJee ot ourrtDOf ttebtllzati on. 

4 . fte J\tD4 to DOet o•11• would atart out b7 rtoop.htac u n• 

-..t~H• of 1a41:rl4~ toHlp ~o.nary w:a.tte tl:le arU t loial quotattou wbicb 

ben bl-e·a in t oroe tbro\llbOU.t t.ba w r, 1fbereaa -.nr to"lP ourNaotaa 1t 

releu ed tram ooatrol, wo\ll4 ban • true buT1ac: powr ot oDly a rreottoa or 

tbe ~eant artlttotal q\LOt4Uou. 'lheretore, tbe l\lD4 would oaaoaal tbe 

ti\Je ooo4.1t1on. 

~. 'lhe J'u.D4 will be- v.ee4 tor oepUill pu.rpoeet, u wll ae tor t bl 

laMD4t4 •• rt-WDI Jlllli"PPMMI• 

-.-

4 
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• 6 . Our eubeoriptlODa to tb.e lteUOD YooU P:roc,_ ( rw.l u4 luk) 

w ul.4 be •• -...b tiiDMJ' •• tb• qlua or all \he eooU w nporte4 la th.Ne 

-.ure ,.,. ....... """: 19:16, 1931 u4 1938. .,. Aodd tben.toN look tble 

PJ'OCI'M. OHr earttull.J' 'befON o~U.t.lAt OUJ'Ml•N• 

t . 'fbi bOpe \hat. Ull ll"'U.OD ~ PU4 wlU auure or~ 

Mt.er1.&117 oontrtbuta to world puce u "'*1• lD tba Usbt ot tb• realU.lae 

IIIDODC wbloh the world Una. 

B. The Bretton ~de program 11 rtell7 ju.t 1 .,..rtatlon or tht 

w.P.A., but oo a world-wide eoale. It: 11 lnternetlonel pum.p-prll:llns,. 

t . 1he 1'\md wUl destroy t be oontrol 'by Ooncreu onr tbt dollar, 

&04 the oontUtutlonal p:reropthe to regulate thl n l.ue ot our D)MJ' will 

N l•perlled. 

10. '1be P'U.c.d 1e prectature: tbe world lt DOt Yet read,y tor tt. 

Doetttlo ourreoct .. ahould be etablllzed ~tore .. attte;pt to etablUze 

0 torelp ncba.a.p. 

• 

11. ns. Puad ta too larp tor at.ablllzetloa p.u·posae, eM con-

eaq~Hntlr .ou.ld eneoure.ge eecber oatlont to dd.,- t bt IMCNIIIT I tape, 

.-Dtrally 4teasreeeble to arreot a belenot ln tbtlr tatarnatlonal paycente. 

12. 'nlt l"U..I5 gina the ceu:ber oouotrles •irtual17 u autoaatto 

rl~t to borrow and Uavea little or no 41so ... uon to the 1"UDdi to retuae to 

alice • loaD . 

13. 'ftle P'wld would be controlled by tbe debtor cou.ntrtee. 

u. Tbe P'UD4 wtU not, •• uetrUd by 1011:1 adYooatee , eUm.taate 

exoha,ace control. 

15. 'nll hnd does not \aokle U:le laportant: qu .. ttou ot 'Olocke4 

bllaDOe •• 

16. n- 1'\ulll will eotual17 eocoure.te e&e baq.• control. '~') co:atrol 

oapltal ..,....._nte, the mecbera rwa\ co~:rot.rol abort•\otra t~aoUou u well. 

11. Virtue.U.)' the oo.l.Y 1nttrnaUon•ll7·4eelred =onay ln the f'u.Dd, 

apart tl"CD ebout .1,~1000,000 ot sold, would -c. t.hlt. 1110oey oontrl'but.td b7 

the Qbited Stat••• 

18. '!'be FuDd wlll iotertere wltb cbe ton ... ipty or ttl members 

u4 wUb t:be1r powre to control tbeir own eooooaio 11•11· 

e lt. 'l'bl P'WI4 11 too coapltx to be Wlde ntood or bo~:~eatl)' uplaloe4 

110 t.bet. t.ba annct ,.r.on eu UD4erataD4 1 t. 

*l. 1"be lUD4 hu • ....-bd 1Dl'l&Uo•ry bt... O'D4er 1t., all oM.ace• 
trlU 'be 1a t.be 41reoUoa ot 6eftluat1o.a. 

ll. Ola7 ,.., l.n41 .. _,.n .... Aoul4 ._.. ou:r ..-r tor -.b a ·-· , __ ,., -·· Regraded Unclassified
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0 

• 

u . 1M "-& eno..oul.J' ,,._. that \.Mn h a .... 1'&1 eoa.ro1tr 

of tattraattooal. ••n•rr 1"N7U'O ... 

2::5, 'n. J'\ID4 would k 4t .. tpete4 Wlt.bOU' I AJ M t t l'ial e.oca.plllb-

.u. 1'M MnttUe or tbe 1\md in the IIOM\.1.1')' tlel4 could readllf 

be otraet by triC1e ooouole. 

2$. 1bt Wide 41 nratnot or laterpretetto~ or tbt JlltAlDC &Dd 

open.tlon or the I'UDd, both here and 1D BritaiD, bo4ee oDlr 11.1 for the P'U.Is4'a 

hature. 

26. '!'be lUDct•a' M.tt,uarda are tudequate. 

2'1. 'EM Puu4 1e ltblT to brett dOw Motu .. aurnoclee and tndt 

outtldt tho J\lQ4 wtll ter noted tboee wi tbin the J'UD4 art-e. 

28. Tbt JUDd 11 obJtotiooable beoauee it i a a oertel. 

29, 1he P'UDd., by Seotlon ~ ot Article IV, 11 rendered powerleu to 

aobtne tte proold•4 purpote or tndtas toODcato •rtare. 

~. '!'beN 11 GO t._.l ocapultlOD Oft ~'Mn to OODtlDUI C!Cberablp, 

31 . '1'bl U.S.A. WOuld baYI tilt lt&al ript tO WUb4n.w tr<:a the 

J"W!.d, but once a IUOber, 1t would DOt han tbe 1110ral rtpt to do eo. Wltb-

4nnl l a ter ..,uld be IIUOh 110rt dlttloult tbo.n abtttn.Uon DOW, 

$2, Stoce tbt J'UDG uy borrow beH• t~re 11 ao ttlUI'I& llbat lte 

tot.al oott will be to ua. 

M . fte JUD4 te 1.l.laUlte4 to the probl- of tbt ti"'.UlUoa perto4~ 

it la primarllJ • lOGC• tuD aa-ac1. 

34. Oonn:aeGt u4 other orp.D.lu4 propaaa=4t bolt foot&.tt4 an.tu .. 

Uoo on tbt ar.nou tfoo41 flt'Oil'Ul• to the e:zolueloa of o\her toluttooe or tbe 

flroblea. Tbe PTealdtot lnetruoted the Acerlcan delt .. tloa at Bre~too Woodt 

to oootldtr no alternatlft plaa. 

~. 1M h.Dd wtll oal.7 obeoure tbo ua4erl)1.Q8 probltU u,4 reod.er 

.ore 41tf1c\ll.t thtt'l' \ll.tl.at.t aolutlon. 

S&. '0114tr tbe JSJ"tUOIII lJOoda flrGCJWa (PUDd. aD4 laak) &itt. tdll M 

oont'u.M4 with loqe. 

~?'. '1'U J\ul4 pl"'Uet• too auoh; iD. pt;.rUoular, tbere b • p.p 

e bltwltD tbe J"u.ad't tupplJ' Of 4oll&J"'t and tht ricbU UD6tl' tbt JUD4 to 4oU.ra. 

38. Tb• q,uo\at bt'ft ao rea.Uttlo relUloo to ore4U a.H.I ao4 

ore4U4Drthl-Mtt or a..-rw. 

st. ftl ,_. -.. ..n I'Mllt uattiUN. 

to. a. ,... .... 80\ JI"'"f1 .. tor .....,.., a&Ju....,,. 

-' -
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41. 1M liNt .oltaUoa of t.M world 0\&.1'1'tMJ' Jlf'O~- 1a ne\On-

Uoaot .a.plao-.... 

u. -tbl 'bNt worlt •MW17 Q~~t.. 1a tawneUoM.l bt.wu-. 

t.S. 1t1.e Pu4 u oa1T a .. Yltt tor 1M4hac 6ollan ohMpl7 aa4 

wUl eooa M -..t.M. or lOat . 

«. 1'be P\m4 &h'•• to ttl .-ben S.ndleort.a.lMtel)', wttbout 

rtpr4 t.o oredlt wortb1ne.u, the abtoMUo rl&bt \o borTOW torelp exobup . 

4&, Both beoeu.e ot tbt ttnu ot tbt tCJ't_.nt , and the Ptu.re 

ot our -Goo4 Ntichbor• policy, the P\m4 wlll bt Mna&t4 by debtor countrt .. , 

aA4 the u.s.A. 1D rtt ltty will exerolee oaly a a taortty fOlot • 

.-a. 'I'M l'u.n4 18 too dblUO\UI; 1 tabll1z.at1on of -key ourrenoiea• 

11 .ore praoctolll. 

4 ? , Before etabtlhatlon lt an•p·w4, U'l~ barrltl'l .,., \Ill 

r•o.-ecS, 'IV .. , up tb.e P'un4 DOW b to p;at the oan bltoH tbl boree. 

48, Dlttl"'MUODoll. OUI'NDOJ' etabUU.y ouoot endure uleta bu.al 

QOD prior eooooaio a..D4 poUUoal at.t.bUUy wt\b_tn tbt ••r1ou• 1D4hidua.l. 

aauou, 

u , Tba hD4 ._,. toroe ua to lowr our ta.ritta, 

ao, 'l'be 7\md'a • eat..,aar4a" ar. not efttoUTt Mtecuarda, McaUie 

t.bl7 _,. 'Oe W1"4' 

' 81, la tbl Bretton W004a Pl'Oil"NN 1 we lbou14 be pouriq our 

.r:JU1 40wD • ret-bole. 

ot. "Dt• I'UD4 1apl1•• peraMD\ ooouol or torelp \.Nde. 

as. 1'!111 l\tD4 1e u wmatu.nl .r:JuUoeltJ', Moe_. u au...,- to 

reooaoU• U. ll'ftOOaaUable; 1U •JIPM-I'UIM ot ..,._.., I.e ...U.,O a 41plo­

M UO tlottoD • 

156. ftl ru4 CUIID\ Wft • W aft \Olt l\ ..W, ....... ..-le 

. _, .. ,. .. _ ... "' .. , .. tor lllllWJ7 - ,o1n1 .. 1 -- •• ... '--· ,.. .,....te ot ................. ..,..lall.J - tr •• -IS-•••-- tbot- fit ..,. Ultt.S..-.. ~ ... --------· .. .., .. , .... _ 

.,. .. , JU' ' :a-.. 'as • .,_...., .. ..all .. .... 

'"..,fit -"' .................. .. 

-. • •....., .. • .. a_ ...... ~~~•••,... ••••" 
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llll.llkt ou be or u .. -..a. .. oooo .... u\&DO.e. 

,._ ecoao.Jo, .oc1&l. ud. poUUoal ht\l.ft or -..rica •• at atab 

1 \ lreuoa Wooda. '!!a. t1aal deoletoa w1U be 4totate4 b7 the people ot 

AMI"loa. 

It he• bte.n a pleuun to tM btl't tod1y, aa4 t Dow tb.e\ you 

will reel at llberty \o aive the conaro•• the btnetlt or IDY 4eoletoaa 

you Mke 1n roepeot to these propoetl•• 

-.-
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0 [ QUESTIONS fOR THI! 2CONOMIC CLUB OF DETROIT ] 

lUTTON MX1D1 l«)NITAIY O)Nft.l.!HCI; WNCHI!IOH 
..::JNDA'I. PDkUAIY' 14. l .. f 

Ma. IU!Y: 

I ohould like tO ult Secretary Mo<J<ntluu : 

• 

0 

} 
I 

; 
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collo,_:"' ':: lal.,ollottOI 

•••• 
FRANICUH D.ROOSEVU.T 

U. S. TREASURY- · 
FEIRUARY 21, 11455- WASHINGTON, D. c. 
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TO THE CONGRESS OF THE UNITED STATES: 

In my BudQel Me880Qe ol January 9 I called attention to 
the need for Immediate action on the Bretton Woods pre> 
pooalo for an International Monetary Fund and an Inter­
national Bank for Reconstruction and Development It t. 
my purpoee In this mesaaQe to indicate the Importance o1 
theM lntemattonal otQOnlzaliaos In our plane for a peaceful 
and prooperoua world. 

A. we dedloole our total efforts to tho toak ol wlnninQ this 
war we must never looe s~Qht ol the fact that victory t. not 
only an end In llaelf but, in a large aenee, victory oUera ua 
the meant ol achlevlnQ the goal ol laallnQ peace and a 
better way ol life. VIctory does not Insure the achievement 
ol th- larger qoolo-11 merely offers ua the opportunity­
the c:hane&-to seek their attainment. Whether we will 
have the c:oura9e and vision to avail ourselves ol this 
tremendoua opportunity-purchased at so qreat a c:ost-
11 yet to be determined. On our shoulders rests the heavy 
responsibility for malcinq this momentous doclslon. I have 
oald before, and I repeat again: Tht. c;~eneration has a 
rendezvcua with destiny. 

U we are to meoaure up to the took of peace with tho IO.I'IlJJII. 
stature aa we have measured up to the Iaale ol war, we m ... 
- that the lnatitutiane ol peace rest firmly on the aolld 
foundations of lntemattonal polltic:al and economic: COOper· 
ali<ln. The cornerstone for International politiool eoopera. 
lion t. the Dumbarton Oak.o propooal for a permanent 
United Nations. International poUtioal relatione will be 
friendly and constructive, however, only If solutlona ore 

2 

found to the dlfflc:ult economic: problema we face today. 
The cornerstone for lntemolional eoonamlc c:ooperallon t. 

....,p.e Bretton Woods prapooal for and lntemationol Monetary 
Uund and on lntemotlonol Bank for Rec:onstruclion ond 

Development. 
Theoe prapooalo for on lntemotional Fund and Intemo· 

llonol Bank are concrete evidence that the economic ob­
jec:tlves of the United Stotea agree with thoee ol the United 
Nallone. They Illustrate our unity ol purpooe and Interest 
In the economic: field. What we need and what they need 
correspond-expanded praducllon, employment, exchonQO 
and consumption- In other words, more QOOda produood. 
more lobe. more !Mde, and a hlqher standard ol UvlnQ for 
us all. To the people ol the United States this meana real 
peacetime employment for thaoe who will be relurnlnQ lrcm 
the war and for thaoe ot bane whooe wartime work hoa 
ended. It aloo meone O<dera and prolita to our lndllltrloa 
and fair prtoea to our farmen. We shall need prooperoua 

markets In the world to eneure our own prosperity, and we 
&hall need the qoods the world can sell us. For oil th­
purpooes, as well aa for a peace that will endure, we need 
the partnership ol the United Nations. 

The first problem In limo which we must cope with Is that 
ol savlnq life, and Qelllnq reaources and people bac:k Into 
production. In many of the liberated oounlriea economic 
life hoo all but slapped. Transportation systems ore In 
ruins and therefore cool and raw materials cannot be 
brouqht to factories. Many factories themselves ore that· 
~~ power plant. amoahed. lransmlaslon syslemo broken, 
~ea blawo up or bombed. porta cloQqed with aunken 

Wrecb, and qreat rich areoa ol form land Inundated by the 
sea. People are tired and lick and hungyy. But they ore 
eoqer to QO to work oqaln, and to creole aqaln with their 
own hondo and under their awn leaders the DeceB80ry 

phyolool boala ol their Uvea. 
Emergency rellel a under woy behind the ormleo under 
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the authority ol local Government.. backed up first by the 
allied military command and after that by the Untied 
Nollono Relief and RehobiUtotlon Admln!Birollon. Our para 
llclpollon In the UNRRA has been approved by Con~ 
But neither UNRRA nor the armies ore dea!Qned for the 
oonalrucllon or reconatrucllon of lor<;~e ooole public woru 
or factories or power plants or troneporlollon oyslemo. That 
job mull be done otherwise, and It mull be started ooon. 

The moln job of rellloratlon IB not one of relief. It IB one 
ol reconotrucllon which must largely be done by local 
people and their G<>vemmenta. They will provide the labor, 
the local money, and ltJ06t ol the motertolt. The eome Is 
true for all the many plana for the Improvement ol trona. 
portotlon, oqrtculture, induatry. and houJ!nq, that ore 
-nttol to the development ol the eoonomloolly backwctd 
area• ol the world. But acme ol the thlnQs required for oil 
these proJects, both ol reconstruction and developmen~ will 
hove to <XIOI'Ie from oveneos. It ts at th!o point that our 
hiQhly develOPed economy oon ploy a role Important to 
the rest of the world and very profitable to the United Stat&~. 
Inquiries for numerous materials, and for ollltlndo of equip. 
ment ond machinery In connection with such projocta ore 
already belnq directed to our Industries, and many more 
will oome. Thla bualnesa will be weloome julll oa ooon oa 
the more ur<;~ent production for the war ltoelf endo. 

The main problem will be for these counlrleo to obtain 
!he means of payment. In !he lonq run we oon be paid for 
what we sell abroad chiefly In goods and aervloeo. But at 
the moment many ol the countries who want to be our ~ 
tanera ore proolrote. Other countries hove devoted lh• 
eocncmlea 10 <Xllllpletely to !he war that !hey do not hove 
the reaouroeo for reconslructloo and development. Unleoo 
a means ol flnonctnq Is found. such countries will be unable 
to restore their eoonomlea and, In deeperotton, will be 
forced to oorry forwotd and Intensify exlltlnq oyatemo ol 
d!acrimlnotory trade procllcea, realricllve exchonqe controla, 
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ocmpetltive deprectoUon ol currencies and other forms ol 
economic warfare. That would destroy all our good hopes. 
~e mull move promptly to prevent liD hoppenlnq, and we 
U uat move on several fronts, Including finance and trade. 

The United Stoteo should oct promptly upon !he plan for 
!he lntemollonol Bonk, which will make or guarantee 
sound loono for !he foreiQn currency requirements of lmpor· 
tont reoonatructlon and development projecto In member 
oountrleo. One of Its moot Important funcllona will be to 
focilJtote and make secure wide private porllclpol!on In 
auch loons. The Arllclee ol Aqreement oonal!tutlnq the 
charter ol the Bank hove been worked out with great oore 
by an lntemottonol oonference of expert. and qlve adequate 
protection to all lntereota: I reoommend to the Congreoo 
that we accept !he plan, aubocrlbe the copltol allotted to 
ua, and participate wholeheartedly In the Bank's work. 

This measure, with othera I shall later suggest. should qo 
far to lake core ol our port ol the lending requirements ol 
the poot.wor yeara. They should help !he oountrlea con· 
cemed to qet producllon ato rted, to qet over the ftrat crtots 
of dlaorgonl:rollon and fear, to begin !he work ol reoonlllruc· 
lion and development; and they should help our formers and 
our Industries to qet over the crista of reconversion by mol:lnq 
a Iorge volume of export bualnees possible In the post.wor 
years. As confidence returns, private Investors will porllc· 
!pate more and more In foreiQn lending and Investment with· 
out any Government oalllstonce. But to gel pver the first 
crisis, tn !he altuollon !hot oonfronta ua, laona and quoran· 

1111/Jll:M by oqenclea of Government will be essential. 
W We all know. however, that a prosperous world eoonomy 

must be built on more than forelqn lnvesbnenl Exchonoe 
rates mull be atoblltzed, and the channels ol trade opened 
up throughout !he world A lorqe foreign trade after vi<> 

tory will qenerote production and therefore weollh. It will 
olao make poaatble lhe.aervlclnq ol foreign lnvesbnenta. 

Almost no one In the modem world produoea what he eat. 
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and wears and live ln. It Ia only br the dlvlalon ol labor 
omonq people and omonq geoqraphlc oreoa with ollthetr 
varied reoouroo., and by the lnereoaed oil-around produc­
tion whloh apeotollzotlon mokea possible, that any mode 
country con aumln liB present population. It Is through 
exchange and trade that elftclent production In Iorge unlll 
beoomM poulble. To expand the trading clrole, to make 11 
richer, more oompetltlve, more varied, Ia o lundomentol 
oontrtbutlon to everybody' a wealth and welfare. 

It Ia time lor the UnJted Stoles to toke the lead In MlobU.h· 
lng the principle of eoonomlc cooperation os the foundation 
lor~ world trade. We propoae to do lhla, not by 
eettlnq up o auper-QOVernment but by lntemotlonol negoUo. 
lion and OgreM>ent directed to the Improvement ol the 
monelory lnatltullon. of the world and ol the Iowa that govern 
trade. We have done o good deal In thoee directions In the 
loll ten rears under the Trade Agreementa Act oll934 and 
thr<>UQh the lloblllzatlon hmd operated by our Treoaury. 
But our preaenl enemies were powerful In thoee years too 
and they devoted oil their ellorla not to lnlemotlonol ooucm: 
oration, but to autarchy, and economic wonore. When 
victory Ia won we must be ready to go forward rapidly on 0 
wide front. W • o II know very well tho I thts will be o long 
and oompllco led bustneaa. 

A good atart has been mode. The United Nollona Mona· 
tory Conference ol Brellon Wooda hoa tokon o long atep 
forward on o_ moller of great praetlcollmportonce to ua all. 
The Conference aubmllled o pion to create on lntemotlonol 
Monetary Fund which will put on end to monetary chooa. 
The Fund II o llnonetol lnatltutlon to preaerve stoblltty OJt 
order In the excbange ratea between diJlerenl money-. Tr 
daM not create o ainqle ma>ey lor the world; neither we 
nor anyone elae II ready to do lhoL There will at111 be 0 
diJlerent money In each country, but with the Fund 1n 
operaUon the value of each currency In lnlemotlonol trade 
wUI remain canporotlvely liable. ChongM In the value 
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ol foreign eurrenciM will be mode only alter corelul oon· 
s!derotlon by the Fund olthe facto... Involved. Furthermore, 

n>c! equally Important, the Fund Agreement eatablllhM o 
~e of agreed principles lor the conduct of exchange and 

currency affairs. In o nutshell, the Fund Agreement spella 
the dlllerence between o world caught ogolJ:l In the moel· 
atrom of panic and economic warfare culminating In woz-­
oo In the 1930'.-or o world In which the members atrlve 
lor o beller llle through mutual truat cooperation, and oulal· 
once. The choice Ia ours. 

I therefore reocmmend prompt action by the CongrMB to 
provide the aubaerlptlon ol the UnJted Stoles to the Inter. 
nolionol Monetary Fund, and the legtalotlon neoeoeory lor 
our membership In the Fund. 

The lntemotlonol Fund and Bonk together repr""""t one 
ol the meet aound and uaelul pwpowla for lnlemotlonol 
coUoborotlon now before ua. On the other bond, I do not 
wont to leave with you the lmpreaalon that theae propoeola 
lor the Fundond Bonk ore perfect In everydelall. ltmoyw.U 
be that the experience of future years will ahow ua how 
they con be Improved. I do wish to make It clear, however, 
that these ArttciH of Agreement ore the product of the 
best mtnda that 44 noUona could muster. These men, who 
repNl!ented notlona from oil poria of the globe, notions In 
all slogea of economic development, notlona with diJlerent 
pol1tlcol and eoonomlc phtloeophiea, hove reached on 
accord which Ia preaented to you for your comtderoUon 
and approval. It would be o trayecly II diJlerenOM ol 
~on on minor detalla ahould lead ua to aoorll!ce the 
U s!o agreement achieved on the mo)or prclblema. 

Nor do I wont to leave with you the lmpreeslon that the 
Fund and the Bonk ore oil that we wtU need to oolve the 
economic problema which will lace the UnJied Notlona 
when the war II over. There ore other problema which 
we w!U be coiled upon to oolve. It ta my expectation that 
other propoeola wUI ahortly be ready to aubmlt to you lor 
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your oon.stderatlon. These w!ll include the establishment of 
the Food and Agriculture Organization of the United No tiona, 
broadening and strenqtheninq of the Trade Aqreemenr.'\ 
Act of 1934, intemollonol agreement lor the reduction V 
trade barriers, the oontral of oo.rtela and the orderly mar­
keting of world surplu688 of certain oommodtties, o revision 
of the Export-Import Bank, and an intemotlonol oll o~ 
ment, <a well as proposals in the field of clvtl aviation, 
shipping and radio and wire communications. It will also 
be nece680ry, of oouree, to repeal the Johnson Act. 

In thls me<I&Oge I hove recommended lor your oonstdera­
llon the Immediate adoption of the Bretton Woods Agree­
ments and suggested other measures which will' have to be 
dealt with in the near future. They ore all parts of o oon­
olatent whole. That whole ls our hope lor a 118C\lre and 
lruttlul world, o world in which plain people In oil oounlrlet1 
oon work at tosks which they do well, exchange In peace 
the producls ol thei.r labor, and work out their severo.! desti­
nies In securtty and peace; o world In which governments, 
as their major contribution to the common wellare, are 
htQhly and effectively resolved to work tOQether in pracllool 
olfolre, and to QUide all their actions by the knowledge that 
any policy or oct that has effecls abroad must be considered 
in the light of those ellecls. 

The pollit In hlstory at which we stand La lull of promtse 
and of donqer. The world will either move toward unity 
and widely shored prosperity or II will move apart into nec­
essarily competing economic bloce. We hove o chance, 
we cil!zerus of the United Stalee, to uae our Influence In la\ ""'f' 
of o more united and cooperatlnQ world. Whether we do' J ' 
will determine, a8 lor 08 Ills in our power, the kind of livet1 
our qrandchlldren con llve. 

THE WHITE HOUSE 

8 
February 12, 1945. 
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THE actual detail• of a financial and monetary aqree­
ment may -m mystelio"" to the general public. Yet 
ot the IMiort of II lie the lllQit elementary breod-ond· 
butter realttleo ol daily Ule. What we hove dane hero 
In B..tlcn Wocdz. to to devise machinery by which men 
and women everywhere CCln exchange on o fatr 
and liable bam. the goodo which they produce 
lhrouqh their lobar. And we hove token the Initial 
llep throuqh which the notions ol the world will be able 
to help one another In eoonomic developnent to their 
mutual advanta<;~e ond for the enrichme~t ol all. 

_,,_ oho acldJwo cloolnq ll>e B-W.,. Coni-. 
By HENRY MORGENTHAU. Jr., 

Secretary ol the Treasury, 
Prealdent of tho Conference. 

0 • 

0 

THE BRETTON WOODS PROPOSALS 

Introduction 

Bretton Woods Is the symbol of o new lr.lnd of cooperation. It 
stands lor propooala looking toword cooperation In the solution of 
International monetary and flnonctal problems. Drafted by repro· 
sentatlveo of 44 nations In o eonlerence called on the Invitation cl 
President Roooevolt at Bretlon Wocdz.. New Hampshire, In July 1944, 
the propooals are the outgrowth ol three yearo of study by tho tech· 
nloal stolls of the Treasury. State Ileportmen~ Boord of Governor~ cl 
the Federal ReMrve Syotem. and other oqencleo ol the United Stoles 
government. Fa< a period cl more thon o year, inlonnal dllc:ulotons 
were held with repc-.toH- cl other govemmento C>IOOCioted with 
ualn wlnnlnq the war. 

As port cl the eoonomlc foundation lor a peocelul Clnd prooperous 
world, the Breiten Wocdz. propoeola oall !or the eotobltohmont cl twa 
lntemaHonol lnstltullans. the lntemallanal Monetory F11nd ond the 
lnternotlonal Bonk for Reconstruction and Develapmenl. AlthOUQh 
related In purpose, th010 Institutions will perfonn quite dUierent lunc· 
Ilona. The Fund will be eoncemed with the maintenance of orderly 

•
currency procHCOI as they relate to international trade . while the 
Bonk will focllltate the making of long.tenn lntemotlonol inveot· 
me nlo lor productive purposes. 

Acceptonoe of the propooals by the United Stateo will require 
Con<;~resslono I octlon. 
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THE INTERNATIONAL MONETARY 
FUND 

Whol the F\lnd Will Do 
Tho fundamental purpose ol the lntemallonol Monetary Fund Ia to 

promote tho balanced qrowth of tntemallonaltrade. It will do this 
tn three waya. First. II will stabilize the value of oil currencies In Ie rma 
ol each other. Second. II wtll proqresslvely remove barriers aqoinat 
molr.inq paymonta aCT088 boundary linea. Third, II will provide a 
oupplementary oouroe ollorelqn exchange to which a member 0011nlry 
moy apply lor the auiJtanoe neeessory to enable II to main loin otable 
ond unreotrlcted exchanqe relot!onahipo with other memboro. 

llurloq much ol the period since the lirll world wor. unatoble 
exc:honqe rot• hove oeriouSiy lnterf&red with lrode ond the -le­
menl oltntemotionol balances. People who buy or Mil abroad neocl 
to know todoy what their money will be worth klmo<row. ond o year 
hence. In Ierma ol their own 0\ln'eDCf. 

Reolrlollonl on poymenta. which hove in the poll been amonq tho 
moot oorloUI cbotocl01 In tho way oi inlemotlonoltrode. tolr.o o num· 

0 

ber oi forms. In aome oounlrleo, importers oro not permitted to pur· 
chaoo the dolloro or pounds required to buy qoods In the United 
Stot01 or Enqlond. In other countries, of which Germany before tho 0 
war woe on oxomple, loretqn lrode woo dlorupted by the use of 
IIQoCO lied mu lllple currencies. G ermony o lao rolled heo vlly on barter 
orronqem<mlo- ''we will buy your ooifee If you will oc:cept our 
machine toolo In payment." Borter Ia at tho oppoelte end of the 
100le from freedom tn lntemotionollrode. 

Ourtnq the wor. many new restrictions hove boon devtNd ond em­
ployed for reooons of military neoessity. Unl- uniform otondorda 
con now be developed ond qenerolly adopted, the entire funqle ol 
oonttols may be extended and inlensilted In the poetwor period. We 
In tho United Slot• believe tho! the qreotest poutble freedom ohould 
be Qtven to our own businesomen engoqed In inlemotlonol trodo. 
But we know that thta lreedcrn will be meoninql.- unt.. other ooun· 
lrl• oooord on eqool meosure ol freedan to their bull,_,.,n. 

Eachonge I'CliM m....t be oto.ble 
The Fund propoeol provides lor stobillzinQ tho volue ol world cur· 

renct•. Thlo 11 a aubjocl thot conoemo every trodinQ notion. tho 

z 

United Slota .,.,.. than moot. When on Amorlcon oella abroad. he 

• 
wo.nll to be OJOUrod that the buyer's currency will hovo a oonatonl 
...Juo In lenni ol dollars. The reooon Ia obvlouJ. IJ, lor eoomple, he 
rocelveo payment In Brolllian c:rwelroo. the role ol eachooqe will 
determine the number ol dollaro he linolly rocelveo lor o aole In 
Brazil. Evon thauqh tho Ierma ol tho sole oo.ll lor payment In dol· 
lora, which II not unlilr.oly, the exporter will still be conoemed with 
the otablltty ol tho cru:elro, olnoo o fluctuation In the dollar-eru:etro 
exchooqo role will alter the coat to the Brazilian buyer. Spoctlioolly, 
any deproclalion of Brottlton currency raises tho cruzeiro coat. poe. 
slbly too point where the Brotllton oon no lonqeroflord the purehose. 

An Arnerloon e•porlor, oddly enouqh, may be equally ooncerned 
with currency atobtltty In other countries, Holland, for exomple. In 
which he neither ealla nor oxpocts to aell. This lntereot ar1101 from 
the loot that produoero In Holland compete for the oome Brotllton 
morlr.e~ and deproclotlon of tho guilder would qlve tho exporter In 
thot oountry on edQo over tho Amertoon who, on the baJII ol elllctency 
In production ond quality of product. might be obt. to hold hlo own In 
any market. 

Under the Fund propoeol, no member may reecrl to exc:hooqe 
depreoiollon limply to qoln a CXIIDpotitive odvontoQo In world mar­
keto. The pnlpOOOl ~ however. that under c:erloln oon· 
ditiona II may be neoeoaory to c:honqe the value ol o currency. Fer 
example, prlooa In a Qivon country may remain relatively hiQh while 
world prl001 qenerolly decline. IJ oo, the country' a oxporta will drop 
oil and Ita lmporla, over the ahorl nm. will tend to lncnaoea. Thlo 
situation may be corrected by a downward odjuolmont of the e x· 

• 
chanqo role which. however, under the Fund proposal will have to 
be requ01ted by tho country in quoation and approved by other 
members ol tho world trading community. 

Exchange Tro.naactiona Mu.at S. Pree 
Amonq tho more Important previsions of tho Fund propoeol ore 

thoeo relattnq to tho member'• obliqotion to allow bualneumon maxi· 
mum lroedcrn to oonduct currenllronooctiona oorou boundary linea. 
ThiJ meona more than limply o llowioq on Eoqliahman who buyoln 
Amertc:o to poy the exporier In Enqlish poundo oterlioq. Stnoe the 
Amerlc:on exporter cannot uao poundo aterlioq to poy woqeo or 
buy row materlola In the United Stoles, he mull be aoourod thai he 
oon ol any limo readily oonverl o oterlioq bolonoo In a Lcndcn 
bank to dollar balances In hlo own bonk. The problem Ia reveroed 
In certain roapocta If II IJ oqreed that the Eoqliahmon will poy In 
dollaro. In that coea. he ohould be able to buy o dollar droll on 
on Arneric:on ba.nlr. wtth on ordinary check drown In lonna ol pounds, 
ahllltnqo, and penoo oqolnll o London bonk. 

3 

Regraded Unclassified



. . 

So 1cno oa the hMnc!ol ""'-c:tlcn !JT'OW'I out ol current bull.-. 
the Fund propooal potldoo tbot o "*''ber country aholl tm- no A 
rootrictt<lrla either on the ooquleltlon ol ICN~Qn exchonQe or on the ~ 
ocnvol'lion ol IC><'019n bolon001 Into oo.-t!o currency. 

MulUplo o....-c!M mwoi be ellmlncalocl 
Dunno lhelnler·war yeoro, lhootmultoneoua.,.., ol oavero.l dllferent 

klncllol currendeo """one ol the lovorite trlcb oi the Axla notlcnt. 
The volue oi opedol currencl• wco purely artificial. created ond 
motntolned to QOin !rode odvcantaqoo by meona which, to wo, apo 
peared unfair. Germany uoecl o voriely oi opedol morb. ocme of 
whldl aaulcl be pun:ba..t at 3 or 4 to !he dollar oa aqolnlt !he ol· 
hcial rote ol 2K. to ottmulote the ....,n oi QOOdo lor which !he !oNion 
dcDancl olherwioe -.lei nd ho .. been QnOOt- wooden top. ooplrin 
tobleto, or cheap monuloctured QOOdl. For ouch QOOdo oa OCl.!Deral, 
cptiool 1..,.., and preclllon lni!Nmenll lhe exacted all tho tro.lllc 
would bear In tertn1 oi lorel9fl exchonoe. In oerialn tnoton001, '"bor· 
QOin counter'" marb oould be bouQht from Amenoon cwnero of 
"ltcoon'" German bonk bolanOH which ooukl not be wllhdro.wn In 
oolh. It was !he Gel'1llClno who QOI!he borQOin, however, IInce by 
lhlo device they were able to Ioree merchancllso upon cuatooun who 
olherwlel mlqht hove bouQht ollewhere. Dlocrimlnotory procttc01 
oonployed by Germany were varloully applied from couotry to oaun· 
try, one! even from firm to firm. one! exter>declto loreignero uportlnq 
tooo - u 01 tbooo buylnq from Germany. 

lnoomuch as clilcrfmlnotory proct!OH obolruct the '- flow oi 
!rode. ~ oi !he ,Fund m\111 oqroo nd to reoorito th elr """· 

Poot-W.,.."Tio.Nition Period • " Uwlll ~ be oaay for oome oountrieo to 1111 their exchanqe ooiltrolo. 
t'licoo ro.vaqed by war will require time to revive !he expori lnclu. 
Gl' .. upon which they arcllnarily depend lor oupplleo oi loretqn 
o'Urrenc!eo. In lh- lnltonOH, 1M Fund wtll not require the lmmedl· 
cite tennlnollan ol oil cantrall, bu:;:r.wiU every country to ma.. 
In the cl!roc:tlcn ol rekuotlon 01 ro.pjdly oolely do eo. 

Tlwl'w>cl M...t Bo" R.oWOOI 
s.oble exchonqe ratio one! I exchonqe --
~ W<rld a..r cannot be ochWted by hopeful IWCI..tkN alone. 
W'- a country - nd to chonqe the par value ol 111 aurrenoy 
without Fund approval. nor to ._ In reolricttve exchonqe pro<> 
11001, It ourrenders effective thouQh blunt melhado ol. lllnqlehoncledly 
adjulllno Ill own economy tO' world oancl!tlanJ. Lelt to Ill own 
devloeo, a nation that IIndo Ill QOkl and lare!Qn exchanqe reoourcee 
lnodequate to moe! o temporary advene balo.nao ol paymenll muol, 
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In ..u J)rOiec:tlan. reoarilo procUcee ~ lo world tnxle. No 
• aauntry Ia wtlllnq, howe••· to ql" up the riOht to ..,._ Ill 

CU'"""!' or reetr1ct lnmlaollcno In !oNion ...........,. un1oeo aflwecl 
other meono ol. MCUrlnq reoulll 01 qood or belllr. The Fund muol 
be prepared to help rnetnber aauntrlee molntoln liable one! 1;.. 
uchanqeo. Henoe It mull hove at Ill diii)QIQI o IIIJo.ble volume ol. 
liquid Ollell. • 

The a-ll oi !he lnternaUonal Monetary Fund will cono1at ol. 
curroncteo one! gold to be oubecrtbod by ~ 1n aooordcmao 
with their quatoo. Oudao for the oriqlnal member.. 01 detormlned 
at BreUon Waado, are Jloled In !he Fund ..--1. Tbeoald portion 
ol a member'• aubocriptiar> wtll be equal to 2S percenl ol Ill <~"'*>· 
or 10 pwoent ol. Ill net olliclal lddlnqo ol. oald one! U. $. dollaro, 
whlchewr Ia emoller. The member' I curreocy a.beo IJA!or• equal 
to the remainder ol. Ill quola, will be In the lorm ol. a depaolt to the 
aaoaunt ol. !he Fund at the "*''ber'o oentro.l bonk. A -t>er DM>Y 
oubotltute a non-lntereol·bearinq note, payable on demand, lor tbot 
portion ol. Ill quota which, In tho opinion ol. Fund autbariUM, Ia not 
required lo. working purpaoao., -- ~ 

At !he 11orl. the Fund will ho .. tctol - ol $8.8 billloa, ol. 
which the United Slateo will oubocribe $2.75 bllllcln, !he larqoot 
llnqlo lhore. Other large lllboc:rlben are E:nqlancl, Ruoolo, OUno. 
one! Franco. 

Under oonlully planned oalequardo, the Fund will ..U cw•­
tn limited a-mil to tide .,... a -"r liompararlfr In need ol 
clollaro, pounclo, or lnmco. 01 the 0010 may be. The Fund may -
Ill QOid - lo purchooo Oily particulor cummcy fer whldl 

• the demand Ia oubtlrmHat 

Fooo tom~ ..... on1,. 
Tho Fund'• reeouroeo ore to be uoecl to old iMiiXibeni In ~ o 

temporary odveroe bolonao ol. I"'Yii*>ll on cun-ent tnlema~ 0<> 
count. When o ..-.bor'o bolonao tumo lawuahle, II Will ...,.... 
chooa )II own cummcy from the Fund with oald ODd 1cniiQn ' , 
Thuo the Fund'• .....,.,.,.. will be continually paid out ODd ,..P.. 
lobed. U a .-ber'o odveroe ~II nd I I Wt bat~ 
u will hoW~~ to tmd.rtake cuawc:Ueca 1 = --. n. Fuad'a a ow 
oro not to be ...t to a..a.- o .... I I 7 clolldt. ? r! lp, .. 
Fund' a........,_ OM DOt tot. Wild to maczre•..,.. ~ M' • 
ortomabpa- in t II~ 

"'-ber - .... limllod balh 01 to the .- cmd - el 
-nco tJ.., aan 911 &om the Fund. A mar IIIII ..... 
choa foreiQn exoh·- w?lb Ill"'"" -• a IMil- • 
coecl!nq 2S ......... .,. Ill <I'M*> "' ""' ...... Jl pertacL .... 
qoneoal .. , Q ----....,'*""'bur~ .. 
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Ita own currency In a net amount exooedlnq 100 -~ clita quolo 
pluo the amount cltta oriQinol QOid conlr!buHon. Thuo, U a country 0 
hot a quolo cl $100 million. cl which $75 million h<>o !»en conlr!buted 
In Ito own currency and $25 mlllton In Q01c1. It may purdlooe with Ita 
own currency a maximum cl $25 million net cl forelqn exchonqe on· 
nuotly for fiYO yeo,.., or a tolol cl $125 million net. before reoc:hlnq 
the normal limit cltta we of the Fund'a rMOUI'CM. 

It ohould not be lnferMd. however, that a member hoo on oboolule 
rtQht to purchaM any amount of foretqn exchoOQe frcm the· Fund. 
A country known to hove mode improper use of tta reeourcee may be 
limited or entirely denied old by the Fund. Thla 11 on Important 
oafeQUard and o powerful so.nction that may be employed lo got 
memben to adhoro to Fund principles. 

In oddlllon to th-quontitolivellmltotlona on the uoo of Ito ..-urcet~ 
and focllttloo, the Fund will Impose charges thai will lncreoee both 
with the amount and the lenqjh of time a member u101 ..-urcoo 
ooqulred from the Fund. 

~ c:\l.lHI\C)' 

The Fund may ocxoatonolly be unable to .._tall demand& lor one 
a< more cu........ct.. In that even!. it may uee QOid to buy o oca""' 
curqncy. or It may borrow fran the member U the Iotter to wtlllnq to 
lend. If theee mmedleo ore inadequate, the Fund may lormolly 
declare o currency ICXIrce and prooeeclto apportion ltoooleo cl that 
curreney omonq members occordinq to their relaHYO needa. More­
over, membero will be authorized to limit ooleo of the ocorce currency. 

Theloct thotlhe Fund may hove to apportion ttoooloo ol o currency 
will not mean that the value of its assets has been Impaired. OnlyO 
the c:cmpoolllon, not the 9old value, wlll hove chaOQed. and the Fund 
wtll hove the meona wherewith gradually to replenloh Ito oupply ol 
the toOrce currency. In order to restore bolo nee to lhe ontiro ayatem 
of lntemotlonal payments. the Fund wlll suggest oorrectlve meoaureo 
to the member whole currency Is soo.roe as well 01 to the members 
- kino the ocaroe currency. 

()rvanballon ancl Management 
The International Monetary Fund will oome Into belnq when mem· 

be.. aubocrlblnq 65 percent ol Its reoowcoo clflclolly adopt the 
AQr..,,.nl prepared at Breiten Woods. Foc:h member country wll1 
"*> appoint a repr-ntotive to oerve on the Boord cl Gov.oma<~, 
the body that wll1 control the 9""erol poftclea ol the Fund. 

Reopoclllbllity fa< the operotiono cl the Fund will be kxloed In a 
board cl 12 Executive Dlrecton, cl whom live will be appointed by 
the five membera hovlnq the lorgeat quota..-the United Stat-. the 
United Klnodom. Ruaato. OUna, and Fronoe-two electod by the 
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Lolin·Amerioon repub!l<:o, and the remomlnq fiYO elected by all 
other membero. The Executive Direct.on will appoint o MonoQinq 
Direcior, who .. m be ~ for the day-today oonduct c1 the 
Fund'o bullnea The prlndpo.l dlioe cl the Fund will be loooted 
In the """"try h<>vinq the lorgeat quota- the United Slotea. 

Volinq power .. 111 In qenerol be Jl«>>''rtionol to member quoloo, 
every member beinq entitled to one vole lor each $100,000 cl Ito 
quota. However, oo a device lor enabliOQ amoll oounlrloo to exer· 
ciao some lnfluenc. In Fund policieo, every member otorta out with 
250 votea without regard to quota. A member'• total votea lhu1 
c:cmputed will be eliQhlly modilled under certain clrcumtloncea, Aa 
the reecu..- of the Fund ore drown upon, the votlnQ otrenqlh ol 
creditor membero wtll lncreoae while that of d@btor membera will 
decrease, 

Cooperotion va. IaolQtion 
The -noe cl the propooed lntemolionol Monetary Funcllo that It 

would oubatllul& order and stability lor the dog-eot<loQ o«ltud. that 
h<11 In the post cho..Octerlzed lnlernotioool currency proctlcea. Order 
and stability In exchonqe pohcieo ore obiectives that oon be attained 
nol by o olnqle """"try worklnq alone but only by the united action cl 
ollcl the 44 oountrlearep•eoentedot Breiten Wooda. Upon the attain­
mont cl thel8 objectlveo hlnqeo the reoli20Hon cl the ultimate QOOII 
ol notional pohcy-hi9h Ieveii cl employment, rlolnq otondarda cl 
llvinq, and eoona<nlc development. In the shrunken world cl tomorrow 
prooperlty, like politiooleecurlty, lies nolln tlolotion but In cooperotton 
and mutual underotond!OQ. 
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THE INTERNATIONAL BANK FOR 
RECONSTRUCTION AND 

DEVELOPMENT 
What tho Bank Will Do 

The International Bonk lor Reconstruction and Developmont, like 
the fntemotlonol Monetary Fond, recoqnl..,. the need lor worldwide 
cooperation In monetary and financial mattero. Both otm at tho 
balanced growth of trade as a meant o/ ochtevtnq hlqh levels ol 
employment and rlalnq otandordaollivtnq. Each, however, will have, 
Ito own oeporate /unction. The Fund will be oonoemed with orderly 
liable exchanqe roleo and /,_;1om In exchanqe tranaoctiON; th~ 
Bonk will bo oonoemed with lonq·ronqe productive rntemot!Qnol 
lnveolrMnt. 

The Bonk. therelont, wtlllill lmporlont needs In the pootwor eoon­
omleo ol all the ~~ oounlriea that olllsled In preparlnq the Bretton 
Wooda-ll. 

.. 

• 

Foctorieo, domo. power planto. lronsportat!Qn oyllemo, and public 
bulldlnqo In the oounlrles ravoqed by war have been ohelled, bombed, 
and p4lloqed. Foreign aap4tol w!IJ be needed to help replace this 
wealth. While II Ia fully recoqniled that the major portion of the 
reconotructlon burden muot be bame by the affected oountrieo them· • 
eelvot, yet for many "aeed oom" !lema of aapttal equtpmonllhey muol 
look to thalr .more fortunate neiQhbors. 

There ore oloo the lonq·slandinq nooda of undevelOPed orea1 in· 
hobited by more than hall o/ the world' a populatton- porilculorly the 
For Eaot and""""' o/ the Lotin-Amerlaan Republlet. To unoover and 
develop their rotOUrcee, to make possible their full -ooale porlicipotlon 
in moinlolninq healthy eoonomic and polltlaal oondltlono the world 
over. w!ll require extonolve lnvel1ment ol foretqn aapitol. 

A few oounlrieo will emerge from the wor w!th heavy tndullrieo that 
aan produce aapltol equipment for export. Sinoe exporto in ouboton· 
tlol volume w!ll depend on the revival ol lnlemotlonol lnv-.,t, 
th- oounlrieo have o vttol Interest in any plan that w!ll plooe lnter­
notlonol tn-t on o hlqh plane. aupponed by new llondorda and 
oofequordo. Amonq the oounlri .. In this qroup, the United Stateo 
ranb hrot In imparlance. 

Amerlaan lnveetoro took chan.,.,. after the loot war, and In the loto 
1920'o and 1930'o qol cauqhlln on epidemic ol clefoulto. Althauqh 
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oome would oontlnuo to J>W'(:hooe loreiqn oocuritieo ohered in ou• 
mcrt.la. even without the Bonk. many inveolon remember only too 
- 11 what happened befare. They rooll2e that an In- ohauld 
know oomethtnq about the credit llondinq ol the ultimoto bcorower. 
tho to loan to much more likely to be repaid if it to employed for produc· 
Hve purpaoeo; and that the lender aboold hove meano ol checklnq up 
on the way In which his money is belnq uoed. Without th- oole­
quarda, fa<etqn lnveolment Is a highly apeculative bualn-. 

While the United Stoteo is ooncemed with the oeoonotNctlon and 
development ol other oountrieo for their sake, our princtpol lntereotin 
br1nqlnq about an axponded volume of American invMiment abroad 
ori&el out of concern for our own welfare. After the war, our economic 
policy will be aimed at full employment and full utilizotion of a q really 
enlarged Industrial plant. Th- objectives, however. aannot be 
oealloed unleoo we find now outlell for producto o/ farm and factory­
outleto that will bo oteady ond·prolllable after war demondo havo 
dropped elf. 

I n lornot!one>l In-monllo Eeoonlle>l 
Ordinarily, on lncreooe in ~ can toke plooe only If there II 

a 001 reopondinq lncreooe in Imports. Granting that a lorqe volume 
ol importa to dooioable, the fact oemclna that the wor·tom oounlrieo 
will requiN many yeoro to rebuild their expori ind\IOirleo. Mar. 
aver. they will requiN foreign capital to qel under way. In the 
rneor\whlle, If our own exporto are to expand, o Iorge pori ol the 
exponoton muattaka the form ol American lnvellrnent abroad. Stated 
another way, U foretqnen ore to buy o lo.J'Qe volume ol productive 

0 machinery and equipment in the United Stateo tn the Immediate 
poll·war period, American inveatora will have to lend pori o/ the 
purchase money. 

The tnveetor, howovor, will wont ossuronce that he It moklnQ a 
eound, I"'munet otive investment. In providing this oaturonce. the 
fntemationol Bonk for Reoonalruction and Development will function 
ln the followinq manner: ll wlU determine the ooundn- o/ o project 
for which a loan II oouqh~ porticulorly with reopecl to ito aapocity to 
enlotQe o country'• notionol income; it will leCUre the ouorontee of 
the qovemment ol the country in which the project to to be loaated; 
and. finally, II will odd Ito own qucuonlee. The rillt ol OM!nq that 
lnveetoro ooo fully protected. therefore, will fe>ll not on tho tnveoton, 
- even on any ono oounlry. but upon oil ol the « member oountn.. 
This is only fair, IInce oil ol the oounlries a..oetated for the purpooe 
ol making tho Bonk paoolble wUI derive beM!IIs fran on exponolon 
oltntemotlonol in-L 

The Bonk. under oertaln canditlono, wtll al.o make direct Joana. 
Ito princtpol function, however. will be to stimulate private lnveotment. 
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. Tho Bonk'o Oucuo.nt.o 

Tho Bank Ia not lnNnded lo oupplant but lo oupplement tho priYOt.e • 
copllol market. l.oc>na Will be mode, 01<thoy ho .. been In tho pall. 

by private lenden who-on opportunity 1o mote on ~n~ 
lnvootment In a tor.lqn oountry. Tbe Bank Will ouppon and """""1'098 
!Moo lcono throuqh the usual in.-nent chonnelt. 

When a firm In Brozll. for example. wilheo to cllloln Amerlcon 
dollars with which Ia purcho.., equipment for on electric power prcjoct. 
II w!IIJend a repr...,lolive to one ol our underwrlllnQ hou-lo d!IC\l .. 
lettnt. If tho borrower Ia well !mown to Amerlcon !nvetlors, tho loon 
miQh! be orronQed without the Bank'a ossl•tonce. But If tho borrower 
ta unknown. or tf tor aome other reason !uncia oonnot bo rolled on 
roooonoblo terms, the Bank may be requested lo olfor llo quoronlee. 
If, after a lhorouqh lnveollqollon, tho Bank 1o convlnoed !hot tho pro­
poo«< project con!ormo Ia all ol the condition• ond 1tondordl pro· 
ICrlbed. It will quoronlee the repayment ollnt.e- ond prlnclpol. 

In order thollnveolors moy olwofl be o1011red tho I tho!r own rilka 
ore reduoed too minimum. the total obliQoHono o1011med by tho Bank 
may not exooed !Ia unimpaired oopilol ond other .-rveo. 

Since olllll4!ftlbe< counbiea will share the rilb Involved In ""P'nd· 
lnq lntomotlonalln-t o il must be in o pcolllon to boneofil from 
tho rooult!nq lncroo10 In trade. The proceed$ ol o QUOrontoed Icon, 
therefor., moy be -nt in ony lll4lftlbe< country. Tho borrower In 
the obovo !llUIItollon may use o U ol the proooedo In thlo country, or 
In ony other member country where the equipment IICUQhl con be 
purchoJed oconcmlcolly. 

Furthw Sofovuordo for tho ln-.ting Publio 
In the pool, Icon• wore frequently mode on tho boo!e of lnocloquoto • 

Information. and without supervision to prevent woato and mls-­
opproprlollon. The Bonk will be in o pooltlon lo ,.. that borrowed 
lunda a,.. uled only for the specific purpooe for which they a,.. in· 
tended.. To private Investors without the means of OIOUriOQ them· 
10lveo !hot their 10vinqs oro beinQ productively employed, thlo feature 
will be olineotlmoble vo luo. 

Tho private oopllol market Will oloo benefit from tho fact tho! tho 
Bank may quorontee only leona !hot ore mode at rooiODOblo roteo 
ol int.,..... and bear ocheduleo ol repayment ond other lotml appro­
prlolo Ia tho character ol the project. TheM provisioN will protect 
the borrower 01 w•ll oa the investor. &orb!tonl chotQIO tmP'*!<I on 
fare!Qn lcono In tho poll boYe often proved too bu"*'- and on 
. - no .. led lo eoonamlc and poliHool dillurbonooo that mode 
repayment tmpooo>.ble. Lower ro!M. beco- ol reduoed rilb, will 
facllltoto tho oorv!ctnq ol foreiQn IcoN. 

Tho Bank'o earnings will be utili<ed in such a manner oa 1o olford 
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the private In- odditionol MCUrily. Fomlntp will oona1ot ol 

0 inlenlot roootved on dtroct Ieoni. ond oommisslonl received on dtroct 
oa well 01 quoron!A!ed IcoN. Tho net lnccmo fran lnte- may at 
the Bank'o dltcreUon be cliltributed to the member counbioo under 
cond!Hono ltlpuloted In the propooed Articleo ol AQ•oo.uent. Tbe 
Income from commllillono, however. mil!! be hold in liquid form, In a 
~I ,_ ... aoooun~ a• a firlt 1lne ol defenoo aqolnot llobllltlet 
!hot m!Qht a rile In colO ol default on Icons mode or quorontood by 
tho Bank. 

Direct L.ndlng Opoxotiono 
Direct loons mode by the Bank will be of two klnda. Of Q...ator 

siqnlficonco will be loono In which the Bank IOtvM a1 Intermediary 
between borrowers and lenders. The Bank may ~ell ttl own IIOCUrlllet 
In tho market ol a member country, and in tum lend dtrectly to the 
ultimo to borrower. By this device the Bank will be able to OODIOIIdoto 
numerout demondl for omoll omountt ol oopltol and to oppeol to 
oortain invetlors who m!Qht prefer to invest in JeCUritlos losued by the 
Bonk ilooU. Tho obiiQoHono thus incurred Will be JeCUred 100 per· 
"""'· 01 will be the QUOron!A!ed leona. by the Bank' a r...-veo and 
unimpaired oopltol. 

Tho other fonn ol dltoct IcoN Will be mode out ol copltol a­
Tho total volume ol ouch Icons, however, Will be ltmiled lo 20 por­
oont-ond Ia llkoly lo be lea lhon 10 peroent-ol the Bank'• oul> 
ICrlbed copllol. Tho atondordo for direct loo01 ore the 10mo 01 

lhoae 100' quarontoed lootU. The projects to be finonoed mull be 
productive; they mu1t be endorsed by o member qovemment: and 

0 the Bank will hove to be oonvinoed that private oopttol 11 no1 ovoll· 
able on rea1000ble term1, even wtth Its guarantee. 

All Joana and Quarontles must hove tho conaent ol tho country 
whose currency lo Involved. That Ia, both direct dollar laona mode 
by the Bank and quarontoed loons flcoted in thlo country mu1t hovo 
the approval of tho United Stat"" Government. 

Direct and quorontoed Joana Will for the most pori be o.ddttionol 
Joana. over ond above the private loons that would ordinarily be 
modo, and will 10rvo directly to lnCI'80$0 the volume of lntomotlonol 
!rode. 

Source of tho Bonk'a c:apitol 
Tho IUboc:rlbed copltol for the ln!Mnotlonal Bank for Reoonatruction 

and Development will be $9.1 billion. Of this amount. the United 
Stateo, the lorqeot llnQio llockholcle<, will IUbacribo $3.175 billion. 
Enqlond will IUbacribo $1.3 billion, o nd oll British Empire counbioo 
Ioken together, $2.375 billion. Russia, Chino. ond Franco, In !hot 
order, will be the next lo!Q<"'I aubecr!bers. 
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Beoo-d the primary emphaala on the Bonk's QUOrantoelnq tunc· 
lion, pcntk:lpottnq countrieo may never be required lo po r more than • 
a fraction d their roopectiV9 Ollbocriptima. In the lint year d the 
Bonk's operation, membeno will be required 1o poy In 10 peroon~ d 
which .,.,..fdth wUI be In QOid and the rest In C\l1Tef1C)'. Another 10 
percent wtll be wblect lo call at the convenit!flOO olthe Bonk. Tht. 
20 percent ol total avbocripttons will constitute the capitol out ol which 
the Bonk may make direct loons. 

The remolntnq 80 percent of the Bonk' a capitol wUI be holcl 01 a 
surety !unci-on unoollod reserve to bock up the Bonk's quorontteo. 
Thus, out of a total ol $9.1 bllllon olsubocribod capito l, lhe membero 
will poy In only $1.82 billion, ol which our shore will be $635 million. 
No coli will evet be ma de on o member qovemmont for ony Pqrt of 
the aurety fund unl011 a borrower default.. on a quorontet!d loon, and 
then only If the Bonk t.. unable to moet Ita obligations from reeerves 
accumulatod out ol oommlsaion chorg ... 

M.mb.rohlp 
Momberohip In the Bonk, in the lint lnltance, t. to be limited to 

countrlel that porllclpated in the Bretlon Wooda canlerence and 
beccme membera d the lntemollonol Monetary Fund. Other coun· 
trieo may become membel"' ofler they bove been odmlttod lo the 
Fund. Memberahlp hoa been tied in this way beoa- both lnslttu· 
tiona ore deolqnod to aalve elooely reloled p«>bbema. A oovntry'a 
adherence lo the Fund will mean greater eu,.,...,ey llobllity and the 
pro;TM~Ivo removal ol eo<chonqe reotricllona, which will In tum 
reduce the nab ollong·lerm invealmenl. Furthermore, II II believed 
that only thooe nollono that hove demonalralod their wllllnqnOII lo • 
cooperate In tho Improvement of bostc world trade aondlllona should 
be permlltod to parllcipale in the operation& ol the lntornallonol 
Bonk for Reoonatrucllon and Development. 

A member may be compelled lo withdraw from the Bonk for failure 
to fulfill any ollta oblll)'otlona, and a member may on Ita own Initiative 
withdraw ot ony tlme. While the withdrowlnq country will Incur no 
further llabllltleo aa a result ol the Bonk'• operations, It will not be 
relieved cllta shore cl the obliqationa assumed whllelt woo a member. 

Orvo.nlaatlon o.nd Mo.nagetnenl 
The Bonk will come Into exi51ence when rnombera oubocribinq 65 

percent d Ita aopltol hove fcnnolly approved both lhe Fund and Bonk 
propoaala. The management cl the Bonk will be under the qenerol 
guldance cl a Boord ol Govemon, ccmpaeod cl a ....,._,tatlve 
appointed by each member country. Each member wUI hove 250 
votoo. plus one additional vote for each shore d stock wbocribod. 
The aha roo will have a par value d. $100,000 each. Thus tho United 
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Stotea, with a toto! d 31.750 ahorea, will hove 32,000 votoo out d a 
total d 100.750, or 32 percent cl the totoJ volinq power. 

In general, all policy llauea will be decided by a ma)Orlty clthe 
voteo aoat. However, the United Siolel will hove velo pawO< over 
propoaala to lncreoae the oopllol llock d the Bonk and over all 
amendmenta. 

Under the Boord d. GovernoTO. and respans!ble for the conduct cl 
the general operations d. the Bonk. will be a board cl 12 E .. euuve 
Oireclora. Five cltho Direclon will be appointed by the five membero 
having the lorgo&l number of shores, and seven will be elected by tho 
other memben. Tho Executive Directors will select a Proaldont, who 
will orgonlw a atoll and, under the general guidance of the Executive 
Director, serve oo the Bonk' a operating head. 

The prlnc1pol office of the Bonk will be loco lad In the United States, 
and a t leaat on .. half of lheQold holclinQs of the Bonk must Initially be 
held hare. 

What tho &nit MOONI to tho United Stat. 
Once the 2onk II In operation, the Amerioon In- aon toke 

advantage cl forelqn lnveolment oppartunltl .. without auumlnq the 
risb that hove hod to be osawned in the poll. Furthermore, Iince 
we ore one ol the few notions in a JXISition to export IUbltcnUol 
quontllleo ol '-vr materia lain the Immediate paotwar period, a large 
proportion clthe totolloona oponaared by the Bonk will """"""rily be 
used for putcho- In thll country. The Bonk. themore. will help 
to create morkoto obrood for the output ol our oopltol qooda lnduatl'loo. 

What the Fu nd and the Bank Mean to World Peace 
0 Plana for the International Monetary Fund and the International 

Bonk for Roconetrucllon and Development represent the cooperative 
e ffort of 44 Unltod and Aesocioted Nations. The plana ore baaed on 
the convlc11on tha t e\abillty and security in financial and commercial 
relottonahlpe will remove some of the important cause~ of war ond at 
the eome time help to open the way for lncreo.aed ll'ode and prosperity 
throughout the world. 

The United Stalel now, OS never before. occupies a key paolllon 
in worlcl alfalra. Whether we cooperate In malntolnlnq the peaoe 
01 we hove In waqlnq war will to a eonaldemble ulent shape the 
oovrae cl hlllort for qenerolions lo come. Our occeplonce and 
wppart cl the Br.tton Wooda prapooala. therelono, will be token 01 a 
hollPY augury. It will mean lo the rest d the world that lnltead d 
chooolnq oconomle llolollon. which would Inevitably lead 1o politico! 
loofollon. we hove cletermlned to da OW' port toward the ol1olnment 

' ol worlcl peaoe and prosperity. 
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MERCANTILE-COMMERCE BANK AND TRUST COM PANY 

SAI NT LOUI& 

'-'.M.O. MO...,..TDtiO, 
\ll(lf.~Wl' Februaey 26, 1945 

0 

0 

Dear Kr. Secretaey: 

I have received 70ur gracious letter of the 22nd, 
and I am so glad that )'OU were iapreaaed with the 
meeting which waa bald here to bear 7ou outline the 
Bretton Woods agre&Dents. 

As 70u know, I have elwa7s believed 1apllcitl)' in 
intemational cooperation 1n the economic and diplo­
matic fields, and since I came to St • .Louis four 
7ears ago it baa been Ill$ aJA to work activel7 towards 
that end. 

Again, ma.ny thanks for 70ur remarks about Ill$ personal 
work. 

Sincerel7 )'OUrs, 

Hon. Hen17 .llorgenthau Jr. 
Secret&17 of the Tr.uur:r 
Washington, D. C. 
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TREA S URY DEPARTMENT 

INTER OFFICE COMMU N ICATIO N CONFIDENTIAL 

oAn February 26, 194-5 

n.O M 

Subject: in ss Situation 
ending February 24, 194-5. 

SUillliiAry 

Industrial production: The FRS adjusted index of industrial 
production in January rose to 234- from 232 in the previous 
month despite the adverse effects or severe weather con­
ditions and transportation difficulties. Factory employ­
ment in January declined g7,000, with most or the decrease 
occurring in the nondurable goode industries. 

Steel production: Steel operations continued to improve last 
week and rose to a new high tor the year at 96. 4- percent 
of oapaoity as compared with a low or g7,9 percent in the 
early part or the month. Indicative or the tight eteel 
supply situation, ODT requests tor carbon steel tor trans­
portation equipment in the eeoond quarter or 1945 are being 
out sharply. Steel ingot capacity i n the last halt of 1944 
increased approXimately 1,451,000 net tons, thus raising the 
total expansion sinoe mid- 1940 to about 14 million tone. 

Stock market: Atter advancing to new highs tor the year in the 
early part of last week, stock prices weakened moderately 
following disclosure ot the Eccles proposals tor taxing war­
time profits in s t ocks and real estate. At the olose on 
Saturday the Dow-Jones railroad and utility stock averages 
were ~~tionallY below week- earlier levels but industrial 
stooka wer e still slightly higher. 

Commod1tY~ioes: Commodity nrioes in wholesale markets have 
oonti~ the gradually rising trend which developed i n the 
latter part or 1944. The BLS general price index in the 
week ended February 17 rose 0.1 percent to 105.0 percent of 
the 1926 average, the highest point reached in 24 years. 

Cost or living: Due t o continued small advances in prices or 
clothing and houseturnishinge, the BLS cost-of-living index 
rosa 0.1 percent last month. The index has shown an almost 
uni nterrupted gradual rise since last Karch, following a year 
of relative etability. 
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Industrial activity improved 
slightly in January 

Despite severe weather conditions and transportation 
difficulties, industrial output improved slightly in 
January, and the FRB adjusted index or production rose to 
234 !rom 232 in December, on the basis or preliminary and 
con1'idential data. · 

Munitions output in January showed a very elight drop, 
but total manuracturing output (before adjustment tor 
seasonal !actors) was unchanged rrom December levels. (See 
Chart 1.) Minerals output increased slightly, as a rise 
in bituminous coal output more than orraet a drop in 
anthracite coal production. The increase in sort coal 
output, however, tollowa a relatively poor showing in 
the previous month, and January output was still 6 percent 
below year-earlier levels. In this connection, it is or 
interest that the Solid Fuels Administration recently 
estimated that in the ruel year beginning April 1, the 
demand tor coal would exceed production by 50 million tone. 

Factory employment moderately lower 

Reterence to Chart 1 will disclose that the steady level 
ot f actory output last month occurred in the race or a 
decline or g7,000 in factory employment. In the munitions 
industries, employment on the whole showed little change 
trom December levels, with increases at plants producing 
ammunitioh, shells, and guns offsetting decreases in various 
other mun-itions lines. Moat or the decline in ractory 
employment in January was 1n the non-durable goode indus­
tries, with the food industry showing a decline ot 3g,ooo. 
However, this decrease, as well as one or 10,000 in the 
textile industry, actually was less than seasonal. 

In connection with the January employment figures, 
the Bureau or Labor Statistics also made available revised 
figures tor 1942, 1943 and 1944. This revision indicates 
that the level or raotory employment since the latter part 
ot 1942 previously has been noticeably understated. For 
example, the revised index tor November 1943, the war-time 
peak, now stands at 179.3 as compared with 171.0 previously, 
an upward revision ot nearly 5 percent. 

Renecting the usual decline attar the Christmas 
holiday season, employment 1n trade 1n January showed a 
drop ot more than 600,000, accounting tor nearly two-thirds 
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ot the decline in t otal nonagricultural employment trom 
the previous month. Total nonagri oultural employment 
duri~ January waa about 1.1 million, or 3 percent, leas 
than a year earlier. Thie decrease in amployaent was not 
due to a lack ot work, but largely to a ahortage ot workers, 
since 1.5 million persons went into the armed toroes during 
that 12- month period. 

Steel operations improved 

Steel operations last week were eoheduled to reach 
a new high t or the year at 96.4 percent ot capacity, attar 
having dropped to a low ot 87. 9 peroent in the early part 
ot the month under the 1mpaot ot severe weather conditions 
and transportation d1tticultiee. (See Chart 2.) Operating 
conditi one in the important Pittsburgh district have shown 
considerable improvement, and steel ingot production in that 
distri ct is soheduled to ahow a further rise ot 2. 5 points 
this week. Operating schedules tor the entire industry during 
the current week, however, are down somewhat at 94.6 percent 
ot capacity. 

Despite the recent improvement, tuel and freight oar 
shortages continue to handicap the ettorts being made to 
increase steel output. Moreover, the opinion is expressed 
that capacity operations in the industry cannot be reached 
unless additional manpower can be obtained. In this con­
nection, the Chairman ot the WPB announced last week that 
the steel industry had been given a •must• rating in an 
ettort to improve ita manpower situation, principally 
through manpower referrals by the U. 8. Employment Service. 

Steel delivery situation very t ight 

Although new orders tor steel declined in the tirst 
halt ot February, the drop is believed to retleot the 
present hectic delivery situation in the industry rather 
than any significant talling ott in demand, In commenting 
on this situation the Iron Age last week stated in part 
as tollowe: 

•Kuoh ot the order volume in recent weeks bas been tar 
beyond the steel industry's capacity to produce, and the 
War Production Board this past week tound on ita banda 
requ1re~~ents tor more than 14o,·OOO tons ot sheets whl.oh it 
cannot schedule t or 1everal months even with the aid ot 
directives . AI a t urther 1nd1oat1on as to what the 
accelerated war picture bad done to the steel industry, 
tens ot thou1anda ot tons ot new 1heet busines s hal been 
turned away 1n the past week. • 
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A fUrther indication ot the existing tight situation 
in steel supplies ia seen in the t aot that second quarter 
requests ot the ODT tor steel tor transportati on equipment 
are being reduced aharply. Thus in contrast to a request 
tor 1,527,000 short tone ot carbon steal, the WPB ia 
actually alloting for the ODT program only 1,065,000 tons. 
This compares with 1,255,000 tone alloted in the first 
quarter of 1945. 

Steel ingot oapaoity at new high 

During the past week the American Iron and Steel 
Institute revealed that ingot capacity of the steel 
industry had risen t .o a new high of 95 , 505,000 net tone 
at the end of last year. Th1e i ndicates the large ex­
pansion of approximately 1 , 4?1,000 net tons since rald-1944, 
when capacity figures were laet reported. Since the 
National Defense Program was etarted in 194o the capaci ty 
of the industry has incre~eed by nearly 14,000,000 tone. 
Due to the abandonment or d1emantling of certain furnaces 
no longer economical to operate, pig iron and ferro-alloy 
capacity in the latter half of 1944 declined 1,132,000 tone 
to 67 ,314, 000 tons. 

Stock prioea declinfnafter 
r eaching new hi_ 

Stock prices moved up to new highe for the year in 
the early part of laet week, but the Eoolee proposals for 
a tax on speculative war-time profits in stocks and real 
estate caueed considerable eelling on Wednesday. Never­
theless, the Dow-Jones 1nduetrial average actually lhowed 
a emall gain at the end of the day, part ly due to relatively 
heaTJ buyi ng of mining etooka. However, prices d1eplayed 
further alight weakening tendencies during the remainder of 
the week and at the close on Saturday the railroad and 
utility averages were fractionally below week- earlier levels, 
while the induetrial stocks maintained a slight gain. · (Bee 
Chart 3·) 

The rise in stock prices in the f irst half of February 
was aooompanied by a further expansion in the short interest 
on the New York Stook Exchange. From January 31 to February 
15 the short interest rose 105, 000 shares to a tot al of 
1,5~1,000, the largest short poeition ainoe Kay 1933. It 
lhould also be noted that einoe margin requirements were 
raieed to 50 percent on February 5, the Dow-Jonee a•erage of 
65 atooke has risen about 3 percent . 
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Despite the substantial rise in stock prices in 
recent months, brokers ' loans have shown only a moderate 
increase. Loans to brokers and dealers in New York Oity 
tor purchasing or carrying securities other than U. 8. 
Government obligations have shown a net expansion ot 
$258 millions ei.noe Karch 31, 1943, when this aeries was 
t1ret made available. Reterenoe to Chart 4 will disclose 
that brokers• loans , attar ~eaohing a recent high of 
$6o4 millions on February 7, decreased sli ghtly in the 
following week and then dropped to $561 millions on 
February 21. This is about the same figure as on 
October 11 of last year, when average stock prices were 
about 10 percent lower. Confidential data ot the SEC, 
however, reveal that •Despite the unprecedented volume 
ot available' cash, the extent ot margin trading is sur­
prisi ngly high and has been increasing•. I n January 1945, 
an average ot 51 percent of all transactions by non­
member customers of New York Stook Exobange houses was 
handled through margin accounts, as compared with 46 per­
cent 1n the tull :year 1944. 

Commodity prices continue rising tendency 

The gradually rising trend in prices which developed 
during the latter months ot 1944 appears to be continuing 
1nto this year. Price indexee--tarm, wholesale, and 
retail- - showed slight increases in January, while the 
most recent figures indicate a creeping rise in wholesale 
prices during the tirst halt of Februar:y. The BLS 
comprehensive index ot wholesale prices (comprising about 
900 commoditise) has risen gradually since the end ot 
August, reaching successive new war - time highs during 
the past three months. (See Chart a·) In the week 
ended February 17 the index advance 0. 1 percent to 
105.0 percent of the 1926 average, which marks the highest 
point 1n 24 years and is 4o percent above the pre-war 
August 1939 average. 

11hlle the baeio commod1t:y index has ehown a rie1ng 
tendenc:y in recent months, the trend has been .more 
irregula r than that ot the general pri ce index. (Rater 
to Chart 5·) Last week the bae1o oommodit:y index rose 
a trifle, but the increase was too small to appear on the 
pri ce chart. Among the 1nd1Yidual commodities 1n the 
index, only one commodity, steers, showed any significant 
change, rising about 3 percent. 
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The riee ot commodity pricee in wholesale markete 
during the past several months hae been chiefly in prices 
ot tarm product&. Grain prices, partioularly wheat, oats, 
and rye, have ehown appreciable increaees, and truite and 
vegetable prices have moved higher. However, small in­
creases have aleo occurred in pricee ot a number ot 
industrial products , largely as a result ot upward revi­
sions in OPA ceiling prices. Among the more 1111portant 
ceiling revisions have been increases in ceilings tor 
many textiles, several steel products, pig iron, 
mangane~e steel caetihge, and building materials. Higher 
textile ceilings were necessary under the provisions 
ot the Price Stabili~ation Extension Act , but some 
ceiling r evi sions have been made because increased 
coste had seriously reduced profits. 

BLS cost- or- living index slightly higher 

The BLS coat-of-living index, continuing the gradual 
advance which was resumed last April, rose 0.1 percent in 
January and ie now 28. 9 percent above the pre- war June 
1939 level. Small increases in clothing coste and in 
houeerurniehinge and miscellaneous chargee last month 
more than orreet a alight deoline in retail rood prices. 
(See Chart 6.) The higher clothing coste were due to the 
eoarcity or low-cost cotton clothing, while coete ot 
houserurniehinge moved higher because or the disappearance 
ot lo~er-priced lines ot living room and bedroom furniture. 

The cost-or-living index has risen 2.6 percent since 
last Karch, which marked the end ot almost a year or 
relative stability. During this time clothi.ng pri cse, 
as well as prices or houeeturniehi nge and miscellaneous 
chargee, have increased 4.6 percent , while retail tcod 
pri ces have ~ced 2. 4 percent. Food ooste, however, 
have shown practically no change in the past six monthe 
and are still somewhat below their war-time peak. On the 
other hand, the steady rise i .n prices ot clothing has 
beoome a _growing threat to the stabilization program. 

I .n a move to remedy the clothing situation, the 'IIPB 
last week issued an order governing the recently-announced 
essential civilian apparel program. Approximately 80 per­
cent or all woolen rabrice available tor civilian con­
eumption, 75 percent or rayon fabri cs and about 80 per­
cent ot all cotton rabrica Will be set aside t or the 
producti on ot epeciried euential civilian appar el iteme 
selling within lower and medium prioe ranges. Koreover, 
the OPA announced a ceiling prioe regulation t or cotton 
clothing to be produoed under the IPB order. Add1 t1ol\jl.l 
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pricing action will be taken tor woolen and rayon clothing. 
Although several months will elapse betore the results ot 
the new clothing program become apparent, the program is 
expected to roll back the prices ot essential clothing 6 
to 7 percent. 

WLB renort recommends retention ot 
Little Steel formUla 

The public members ot the War Labor Board, in their 
long-awaited report to the President on wages and the ooet 
o~ living, recommended last week that the Little Steel 
formula be retained intact to prevent an inflation danger 
which would be disastrous to the war ettort. While 
acknowledging a 29.5 percent rise in the cost ot living 
trom January 1941 (the base date ot the Little Steel 
formula) to October 1944, the report etates that average 
straight-time hourly earnings, adjusted to discount the 
movement ot workers to higher-paid war industries, have 
risen 36 .7 percent during that period. Real hourly 
earnings have thus increased somewhat since January 1941. 

Although the Little Steel formula baa limited any 
increases in the basic wage rate to 15 percent ot the 
J anuary 1941 level, average straight- time hourly earnings 
have shown greater increases due to euoh tactore ae shitte 
ot employees within an industry to higher-pay localities, 
accelerated merit increases, increased shitt premium pay­
menta , and incentive earnings. On the other hand, the 
War Labor Board decided that 3t to 4t pointe should be 
added to the current figures ot the BLS ooat-ot-living 
index to allow tor hidden price increases and tor larger 
increases 1n living costs 1n small as well as large cities . 

Not only did the WLB report oppose general wage 
increases on the grounds ot any inequity between average 
wage levels and average pr1oe levels, but it aleo disagreed 
with the argument that ·a general wage 1noreaee is needed 
now to protect workers ' earni.ngs and to maintain consumers • 
purchasing power in the reconversion period, eaying: 1 The 
resul t1ng preesure on prices would, 1n our Judgm.ent, be so 
formidable ae to jeopardize the whole war-time stabUi:r;ation 
program.• 
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TREASURY DEPARTMENT 

IRTBB OFFICI COMYURICATIOK 

DATI 
F ebruaq 26, 1945 

!0 SecretaT,T MOrgeathau 

... llr. Du.Bob 

You will be interested in the attaChed 

cllppiDg from today' a Washington Post. I have asked 

Charlie Shaeffer to try to get a full text of 

the broadoaat. 

• 
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TREASURY DEPARTMENT 

I NTI:R O P"P"ICE COMMUNICATION 

"-'" Feb . 26. 1945 

to Secretary Uorgenthau (For information) 

.... o.. Mr . Coe (0 

The Financial News alleges that the Germans are 
undertaking a mountin~ campaign, as defeat approaches, 
to prove that Germany s position as the economic pivot 
for the European Continent , cannot be altered without 
detriment to the "health" of Europe . 

Further evidence that the chapter for your book 
on the place of Germany in the European Economy should 
be as convincingly drawn as possible . 

/.J · f 
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TREASURY DEPARTMENT 

INTI!I'I OI'I'ICI COMMUN ICATION 

oAn Feb . 

Sec r etary Morgenthau (For information) 

Mr. Coe f.( . 

Further in regard to Winant's worries : 

Information has just come in showing that Leon Henderson 
was talking with Winant a~d our people in London in very 
much the same terms as Winant talked to the Treasury repre­
sentative. 

It is evident that Winant is not going to be a very 
enthusiastic negotiator with the British and the Russians 
concerning that part of 1067 (rev.) which pushes for de­
centralization . 

" . 

I 
I 
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TREASURY DEPARTMENT 

INTER OI'"FICE COMMUNICATION 

oAn Feb. 26, 1945 

10 Secretary Morgenthau (For infer mat ion) 

,_. !Ar . Coe (.£ · 

Subject : Winant on Germany 

Jim !.!ann of Treasury reports an interesting con­
versat ion (February 1) with Winant. Excerpts follow. 

11 • • •• He stated tha t he was greatly worried 
by some of the thinking of people today ... According 
to the Ambassador there is going t o be all so r ts of 
misery and disorder in Germany and it will be such that 
it is going to create just the thing we ar e fighting 
against--another Hitler . . . .. The Ambassador then 
went into a l ong discourse which finally added up t o 
the fpct that the thinking now is t o divide Germany into 
zones each of whi ch wi ll be controlled by the pa r ticular 
country occupying that zone . Ther e will be no free inter­
course between the zones . In fact, it will amount to 
something like independent states, each of which voul d be 
a ' water-tight compartment ' . This was a great mistake 
and the responsibility f or it would be our s . . ... . 
Railroads would stop at the zone line of demarcation. 
Hunger in one zone could not be a l levia ted with f ood f rom 
another. Then at the only point in the conversation i n 
which the Treasury was mentioned, he said ' Some of the 
Treasury fe l lows thinking on this probl em have even gone 
so far as t o advocate the use of diffe rent currenc ies in 
di ffe r ent zones 1 •• •• • He was not opti misti c about 
t he futur e because the Russians would move in and devastat e 
thei r a rea and anyt hing that was given to the ot he r United 
Na t ions to r epay them for the damage they had suffer ed 
would have to come from our zone and the Br itish zone . 
He agai n pointed out that by signing the uncondi t ional 
sur r ender t er ms on behal f of cer t a i n of the ot her Uni ted 
Nations, we assumed an obligation to them ..• " 
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UNITID STATU Of AMUICA 

TREASURY DEPARTMENT 

An• MAIL 

Offlc:e of the Trauur1 
Rapr .. entat lva 

E•baaay of the United Stataa 
Loadoa, Pebru.17 2 , 194~ 

l/ 

0 
2/ 

Peraoaal .. d Coatidential 

No. 227 

Dear Mr. White: 

There ia encloaed a ae110rendua by Jim JlalaD 

on the diacuaaion which he had laat trteaiag w1 th the 

Alllbe.aae.dor 4ur1JI6 which the Alllbaaaador ude eo­

rather 1nterest1Dg raurka about the poat-war treat­

••t ot 0el"IIIAJI7• I am aure that you will t1Dd the 

meaoran4ua ot intereat. 

There 1a also encloaad a ol1pp1Dg froa tod~' • 

DailY !Q.rror which, I teal, will be of inter .. t to 

you 1a ooaneotioa with the Aabaaae.dor•a r ... rka. 

:ID.oloaures 

Siaoerely yours, 

~~~ . .,~;;) 
~;~·-'r~UIU"JI Repr .. entat1 •• 

JG..JI. ' "! • I ·~'lJGI. " I ' 
~j. • 

t 
f 
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Tbia evening I went to the Aobaaaador•s ottiee to explain 
to hi& t!t1 a 1as1on to Belgium and to obtain hh approval . The 
Aobaaaador was very friendly bu t didn ' t appear particularly 
intereated in my reasons tor going to Bel(!iW!I. olhen I bad out­
lined thia proj ected voyage to b l m he handed me tho telegrams 
on hio deak to read. ~ey consieted ot (l) an editorial in 
today •e Da11R Express on Bretton ~oods , (~) a report on the 
DebAtes, auo aa they wore , in the Commona Yesterday on Bretton 
\Yoodo and (3) a telegram which had boon writ ten by the Ambassador 
per oonally outlining methodo which tho Tories and reactionnrieo 
wore using to attack Bretton ~oodo and giving a strong criticism 
or euch acti ons . I commented briefly on tho t~legrams, assured 
tho Ambassador that the y would be of interest to the Treasury 
and, ot course, I was glad to see tho Ambassador ' s personal 
telegram to tho Secretary pointing out the very questionable 
tactice uaed by the reactionaries . Attar thla the Ambassador 
spoke ot Secretary ~orgenthau and praised him highly. As be pu t 
it "he waa a man of great in tegri t y•. He etated that he was 
very tond ot the Secretary . lfhen be had concluded I told bio 
that we had just bad a visitor from the Treasury Department who 
had advised us tbat Mr . Harry \~1te was last week confirmed as 
Aaeistant Secretary of the Treasury . The Ambassador then spoke 
i n praise or Ur . White, t ermed him a groa t thinker and stated that 
be would write bla congratulati on• to him tomorrow. 

1~0 Ambassad~ then made what to me was a curious remark until 
he explained it. ! lle stated ~at he was greatly worried by some of 
tho thinking of people todayJ It developed tha t the thinking which 
waa worrying.)lim was some of the thinking on the pos t -war trea tment 
of Germany. LAceording to the Ambassador t her e 1s going to be all 
aorta of misery and disorder in Germany and it wi l l be such that 
it ia ~inr to create jus t the thing we are fighting agains t --another 
Hitler.) trot knowlng exactly what the Ambaaaador was hitting at, 
I made a rather general s tatement that conditions there would no 
doubt be very bad i n view of the pol icies or t ho Nazi fanatics to 
roaiat to the laat man and apparently there would be t errible de­
struction in the country but I waa not quito clear Just how thla 
waa going to creat e another Hitler. [The Ambassador then wont i nto 
a long diacourso which f inally added up to tho fact that tho 
thinking now 1a to d.1 vide Germany into zones each or which will be 
controlled by tho particular country occupying that zone. There 
will be no tree intercourse between tbo zones. In fact, i t will 
amount to something like independent statoa, each-of Which would b e 
a •water-tight compartment• . This waa a groat mistake and tho 
responsibility to r i t would be ours~ U&ny who advocated this kind 
or thinking overlooked one thing , namely, that we were going to 
s ign tho unconditional surrender terms on behalf of certain of tho 
other United Nations whoso forces have not participated in the 
occupa tion . Tho Briti sh would have a good defense in tha t they 
originally had wanted to bring these other countries into tbe oc­
cupa tion work. The Russ ians had sided wi th us but on the other 
band the Russians had wanted an overall control. The advocates of 
tbe " separate tone• theory also overlooked the fact that whether we 
bad a hard peace or a sort peace we should have to have some machinery 
tor control. Tho Acbassador had attempted in tho European Advisory 
Commiaa i on to aet up such a machinery. The machinery bad been a et 
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"' t~;..,.~. a"t ~n would be an abundance o~ too~in 
zone and a scarcity in another. ~ood could be sh i pped from 

the abundant zone to the scarce zone, and tho same appli ed to 
coal and many other thinga. Railroads could run throughout 
Oormany and there would be eommunieationo throughout Germany 
but under the thinking which the Ambaaaador waa" cri tie ising 
there would be no auch ~~fDsportation or communications . [Rail· 
roads would stop at thiJIIne of demarcation. HunAer in one zone 
could no t be alleviated wi'ib. food from another . Then at the 
only point in the convortatlon i.n which the Treaau ry was mentioned , 
he add "Some of' the Treasury fellows th inking on this problea 
have even gone so tar aa to advo~ate tho uae or different cur­
rencies in the different zones" • .J That to tho Ambassador was 
unthinkable . 

At this point tho Ambassador ceased talking in terms of the 
different zones and talked in terms of t he misery that would be­
fall Oermnny and the Oermans . He wanted a hard poaeo but the 
way we should have that peace was by setting up a control machinery 
which woul d force tho Germans to carry out our will . There had to 
be a certain amount of discipline and a certain amount or order. 
We would not have auftieiont troops to run tho water system, to 
mine t he coal, to make the electric plants r un . We should havo the 
Gemans do this, but the way t o do it was to tell thee what to do 
and make thee do it. 

According to tho Ambassador , there aro a lot of people t~inking 
about thi s problem who wanted to control the "plus" but didn't 
want to control the other . The Ambassador esrtainly wanted to take 
the "plus" and use 1t to repay the countrieo that had been devas­
tated but there are certain obligations which wo had to ass\une. We 
had to keep a cer tain amount of discipline and order. How eoul~e 
benefit if Germany were swept with epidemic? He could not see bow 
that could help us at all and he predicted that there would be 
great epidemics which •would not recognize uniform or national! ty" . 
aa then mentioned that one had to admire the Russ i ans for their 
efficiency and for their discipline. I aake~ what kind or controls 
the Russians had i nd ica t ed t ha t they woul d put i n their zone. He 
said that they would keep discipline but that they would move into 
the zone and carry everything away, •even the machine tools". He 
referred at this poi nt to their moving int o Rumania and taking the 
Amsriean property in the oil fields. Ho waa not cri tical or that 
action because the Ruadans needed oil •i 111ep their Army going and 
hc cer tainly wanted to see those armies go . But, after !Pe war when 
the fighting was over the question was a different one . LIJe was not 
optimistic about the future because the Ruasiana would move in and 
devastate their area and anything that was given to the other United 
Nations to repay them tor the damaee they had suffered would have t o 
como from our zone and the British zone. He a gain pointed out that 
by signing the unconditional surrender terma on behalf or certain or 
the other United !Ia tiona, we assumed an obligation to them.1 The 
Ambassador seemed to r ear that not only would wo create a s~tuation 
out of Which would arlee the very thing a gainat which we were ti;ht1ng 
bu t that we woul d alao run the risk of offending aome or the other 
United !Ia tiona. 

During tb1a oonveraation I said very little , I n tact, there 
waa not much opportunity for me to talk and when the Ambassador 
atarted axplalnlng hie point or view I waa c areful no t to interrupt 
h1.m· Moa t or my comments were or a vary general natura and generally 
referred to the nowapapera and points or view I had aeen expreaaed 
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• end I mentioned generally to tho Ambassador that I wao oomo~1at dlaturbod by some ot tho thinking which I had seen expreseed in t ho British proeo . I mentioned that the press talked quite e bit in terms ot reparations aa distinguished from restitution. ~at meant tho retention ot Gorman industry and thus meant the retention ot tho German war potential . The Anbasoador recognized that there wore some British people Who felt like that but certainly not all . He sai d it would be unthinkable it we loft tho Gorman war poten­tial and he certainly didn't propose to do that. At thie point the Anbaaaador stopped discuaainl' the pos t -war treatment ot Germany and I was unable to draw him out turthor on any ot tho topics which ho had mentioned . Accordingl y , I thanked him for the time he had given me and referred again to tho Belgian mission and told him that if he wore interested in my preliminary findings I would bo r lad t o advieo him.on my return. lle expressed hi mself ao very much interested and hoped that I would take the opportunity to advise him. 

As I lett the Ambassador' s offi ce it was around 7 o 1olock. (I had boon i n his office 45 minutes~ He followed me into tho waitiRF room and asked Caulder, hie aoaia tant , to call Philip Koooloy, who advisoo the Ambassador on European Advisory Commisaion problems, and aok him not to leave as he wanted to soo him a little later in the evening. 

James H. Mann u.s. Troaeury Representative . 

d!liiiimT'91 - ' 
~--~·~. fh-. , - . f->r-~ ,-, ~ L .iunll!J(j.J(! '(~ (I_...:,, v I 11 , 

~~ \' 83i 
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TO 

TREASURY DEPARTMENT 

INTER OP'P'ICIE COMMUNICATION 

ot.n February 26, 1945 

Secretary Morgenthau (For information) 

Mr . Coe f.C..· 

Subject : Allied Policy for Italy: A New Directive 

The Combined Chiefs of Staff have r edefined in a directive 
dated January 31, 1945, Allied relations with Italy. The fol­
lowing are the important provisions of the new directive . 

1) Italian Government may i ssue decrees and pass legis­
lation with respect to territory under i t s control Wlthout t he 
prior approval of the Allied Commiss ion. 

2) It is considered desirable to encourage the holding 
of elections for local public offices in territory under the 
jurisdiction of the Italian Government . 

3) Italian Government is permitted to have direct re­
lations with foreign diplomatic representatives in Italy. 

4) Italians are to prepare suppl y programs fo r imports 
required to rehabilitate t he country without screening by the 
Allied Commission. Nothing in the directive is to be considered 
as a commitment with respect to shipping. 

5) Italians are to determine the extent to which exports 
are to be stimulated, within the limits of available shipping 
and subject to military consideration. 

6) Cultural relations between Italy and the United 
Nations are to be facilitated. 

7) Allied Commission Headquarters is to occupy itself 
primarily with consultation and advice to the Italian Government 
at high levels. 
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GIVU..AI'PAIM DIVI810H 

WAMiiNGTON U 

22 hl>ru&l7 1941! 

ICJIIOIAmiiC T01 )(r, Har%7 D, White 
Aaahtan~ to tl» Seoret&1'7 
11. S • !rrea0U17 Depart~~ent 

SUBnC1' I OCAO us I 2 

In aceordmce vith t he requeat of Mr. Glaner, 11. s , !rre&eu1'7 

J.noll 
&I &l>O'O'I 

J, H, HILLDRIJIG 
MaJor General 

~~ 
CHAS. L KADES 
Lt. Colonel, GSC 
Asst. Executive 

.... • at&lll .. '1101 
......... U llOIU. DIIU3110f fill 
Ol l!ID fttft" II~ SBI • ,uu• Of IU 
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I MD WW 1 11Uil •• .Lode• 
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Pron : 

To: 

CVIJIJlii"'JJ Cll lf;r!; 0 1' ~T .. PJ.' 
Conbln~d Cl~ll Affnlro Connl ttee 

11aahlne~on, •!5 , D. c. 

Dnte l 22 February 191.5 

Conblned Civll Affairs Coanittee 

Wr, Glasse r , Trea~ry 

The follo-. lnr coenunicl\t l ono are tr~nanUtod herewith f o r ;.-o11r lnforna\lon. 

CCAC 155/2 Copy 14 

-

Plenee indicate receipt of the nbo~e connunic~tione b~ endora~nont in the 
epace nrovidod br.lO'', :md retllrn to Conblnod Ci~ll Affnlre Comi t t ee , 
Roon Jll-9;}1; , l'ent;(j;t>n l!U1ldln4:, •;alhlnllton, 25, D. C, 

0ff1car 

Title 
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SI!CRET 

C .C .A.C. 1S5/2 

31 JanuarY 19-5 

COPY 1!0. 14 

COMBIIIED CIVIL APPAIRS COMMI'l'TBE 

ALLIED POLICY POR ITALY 

Note by the Secretar1ee 

The Append.lx to the Enolooure lo tho draft d1roct1ve to 

SACMBD contained 1n the enclosure to C.C.A.C. 155/1 as amended 

end approved by the Combined Civil Affaire Co- lttoe at lts 50th 

•oet1ne, and oulloittod to the C<Bbine4 Ch1efo of Staff on 23 

January 1~5 for coru~1deration. 

The Combined Chiefs of Staff, by informal action, ap­

prove4 the directive to SACKED contained 1n the cocloauro and 

diopatcho4 1t on 30 January 1945 as FAll 487. 

T. B. H. BIRLEY, 

II. M. CAMERON, 

C<Bb1ne4 Secretariat • 
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SBCRB'I' 

I!IICLOSURI! 

ALLIED POLICY FOR l'I'ALY 

Report by the CO~inod C1V1l Aftnira COMD1ttoo 

'1'111! PROBLEM 

1. ~· To implement tho atatocunt of 26 Suptonbor 1944 (Appon­

d1x •c• to Enclosure "A" of c.c.s. 712) by tho President and 
Price Minister, and to rococoond e courao of action for 

CODbinocl Cb1ofa of Stoff eonaidorotion. 

!l· Te aubc.l.t roeoa:>endntiona on IIIJ' 778 (Appond1x •a• 

to c.c.s. 728/2) . 

FACTS BI!ARI1«1 Olf '1'111! PROBLEM 

2 . Tho joint statement or tho Prcaiclont nne! Price Minister · 

nnnounood certAin modificntions in Allied policy in Itnly both 

ae rogarda Allied control organ1zat1ona nnd tho Italian Govern­

gent and in the field or economic polloy. No dtroct1vo has 

boon tr~mlttod to the suprcoo Alliod Commander, Mediterranean 

(SACKED), implementing tbeao changoa in policy. 

3. In HAP 778 SACKBD requested that cliroctives governing the 

provision ot civilian supplies and oconOOll.o r ehAbilitation bo 

re-oxuinocl, and 1n parUcuJ.~>r bo roqu•etocl t hat bo bo in­

formed 

~~. to vhat extent, if &nJ, I mA7 tako into account 

to.otora tending tovo.rd 1ntlntton, o.nd to vho.t dcgroo I am 

roeponaiblo ~or ~eaaurea to oountor thoao tOn4Qno1e•? 

"!!· to vbat oxtent, if. Bny, 1G it deairod thet 1nduatr14l 

r ollab1l1tl>t1on 1n Itl>l;r bo oarriocl out and if ~>ny robAbi.U· 

tl>tion ia intendocl vbot 1nduatr1oa ohouJ.cl bo givon procccl­

onco' 

..,. ........... w -
ltrtoa ll. ~~~-•­•·---·.Alii••• 

Q . .... lilt 1 \ .... -
-.<M .<~• ,._,., "'•N~ 
....... ,Ja.l· • I·" m• ._. ··-....... 
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·~· v1th.1n the 1.1JIIJ.UUon or ava.t~blo ab1pp!.n;!, to vbat 

extont1 1t a.D)"., are expor t s to bo at.1J::ulatod and aach.S..Mry 

to h&n41e oxport trade developed?• 

DISCUSS IOM 

~ . Tbo Combined Civil Afto1r• Commit too boa pre pnrod n drntt 

diroo tivo to SACMED 1mplo~ont1ng tho joint otntoaont ot tho 

Proe1dont nnd Prime Minietor and anavoring tho quoetions ra1acd 

1n NAP 778. Tho d1recti ve is nnachocl ao tho Appcncl1x . 

RI!COII!!E!!Il! 'I'I 011 

5 . Tho Cocbined C1v11 Attaira Coz:Dittoo rcco=onda thet tho 

COCibinecl Cb1oro ot Stott approvo tho drntt cliroctivo (Al)p.;;nd1x) 

and cliopatch it to SACMED • 

... 8D I CCIIttl• ~~~~ 
iAN MIIOII~ llt liUCW -­

iiiiii .. , .. ' '"' .. , .. . .... fJII -
- Olt U U. a, C, I>Oo J l ~~--

•tit"~' -
• · ut ou u'P'­

III~>M.UII • • .-.• 
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APPENDIX 

DRAFT 

DIRECTIVE FROM COMSINBO CHIEFS OF STAFP 
TO SUPREME ALLIED COMMI•IfDER, MEDITERRANEAll 

l. In or4or to 1mplocont tho joint doclAr At1on or tho 

Prcaidont and the Primo Miniator or 26 Soptc~bor, 194~. tbo 

u . s . and O. K. OovernQOnts h4vo ~vod to rolnx tho control or 

thO It411Gn GovornQOnt under tho ~etlce and eurr,nd~r 

inatrumont o.nd only to exorc ise such control whan m1l1ta..ry 

ncoda ruqu1ro it, thue dovolop1ng in tho Itdlinn author1t1oa 

a greater sense or roepons1b111ty. ~ho r1ghts under tho 

ermiet1co and surrondor tnat~ont v111 bo held in ~servo in 

tho mnttor ot dny to 48y Gdc1niat~nt1on, subject to overriding 

military nvoda 4n4 the r oqutruccnta ot th~ campnisn 1n ItAly , 

In thO light or this agr~cd U.S. - U.K. policy you abould 

t~ko notion aa rApidly oa possible in conforclty v1th t~ 

rollovins pnrnsrnpha: 

POLITICAL S!CTION 

2. !· Tho Political Section or tho Allied Coca1oa1on v1ll bo 

Abolished . Tho Allied Co=c!aaion vill obtain advic~ froo tho 

u. s . and O. K. ambaaaAdors in Romo. Thoro ie no 1ntont1on 

howovor to make any ohnnge 1n tho roapone1b111ty or th~ 
Co=b1nod Chiefs ~r starr, octtns through tho Alliod 00Qmla­

a1on; tbct coab1no4 Chlora ot St.'\tt v111., therc tor4, e.a 

occasion roqu.1roa , continuo to tra.n.aoit d.1rect1voa 1n N8Brd 

t o tho comb1nod viova of tho t~o sovernmonta on mnttora of 

oajor pollcy 1 ond auch othor mattora as Qro within tho aaopo 

ot tbo activ1t1oo or the Allied Comaiaoion • 

"ftll - !XIftAm tm~U~ta. 
'rnctl•tu IA rtOia. Dl"•8 "~.0f tal 
Dltltl ,.,, . t •to•U!i· uue o. ftl 
• • N 1111 I U, I. C. 001 3\ u4 II, til 
•~:: • • .,. .. 1111 ttn ., ~ • ,,. _. 
.... l iM'II•ntt '~·•~Mf*'" --· ~.,,..., . '-"•·· 

AppendiX 
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~· Tho Italian Govornc<~nt ahall bo pol'l>ltt vd t o have 

Uroct relations vttb torot.gn 41plomat1o ropr~aontatlvc-a 

accrodUed to the Quirinal, prov1d<d that the /llliod c=o· 
a1on 1a kopt gcnora1ly 1ntor.ood by tho Italian Oov~r~ent ot 

o.ny nogot1a t1ona 1n vhlch thoy onaago v1th othor gover~:~nte. 

!1.• Tho t.ll1od Colllllll.aoion ehnll obon4on tho prect1cv of 

npproving tho docrooa nnd other l og1olot1on onnct cd by tho 

ItAlian Government i n the territory und~r tho Jurisdiction 

or tho Italian Government . Any nov It~l1Gn Oov6rnoent ~111 

bo roquoatod to conf1ra thAt they vill adhoru to tho oblig&­

tlona und3r the tGraa of surrondur undortak~n by tholr 

proc1ocoaaors • 

~· Tho Alli~d C~aoion aholl obandon tho proctico of 

approving nny Italian nppo1ntl:lonta in tOM'itory under tho 

jur1ad1ct1cn ot tho Ital1nn Govorncant uxoopt 1n r tgQrd to 

Sorvico M1n1atora nnd such o111tnry nppo1ntmonts ns you mny 

detomina. 

~· Tho Allied Co~iasion ehBll na aeon ea poao1ble with· 

dr4V nll ita cffloors at~tionod in tho field in tho torri· 

tory undor the jur1:sd1ct1on of tho Italtnn Govornucnt . 

Hovovor 1 tho ttll!cd commission aboW.d roto1.n tho right to 

aond 1ts r4P~acntattvos into turr1torJ undor th~ juris­

diction or tho It-nl1an Govcrncont ror o.ny apt.CitLl tasks 

vhen Allied interests r equire it . 

.!:· Tho O.S. and O.K. Coverru::ento have e,areed that the 

Italian Government vlll be advioed that it io the Allied 

dee1re to encourage treo trade in lmovledgo end loarning 

Vitb the Italian pooplo . Aa tar aa tho axigoncioa of the 

military situation permit you v111 rao1litate any arraR6e­

monte ror the flov of booko and other publications or a 

actontific, political, philosophical and artiat!c nature 

betvoon Italy and the United Natlona and ror tho movement 

or eoholara., artists and profeaa1onal men betveon 

Ital7 &nd the United llat1ona. 
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&· 'l'lle U.3. and U.K. Oovel'NIOnto have evoed that 1D 

accorde.oce vtth t.be t.onte or tbe Moacov Decl aration it 1a 

deatrable to onoour-ae the hol41ng or olect 1ona tor local 

public off!cea in territory undor the j ur1ad1ot 1on or tho 

Italian Government and you ahould be guided aocord1ngly . 

h· The atatua ot It&l1a.o prieonora of var nov Ol" here­

after held 1n Italy otber than thoao cepturod. alnco the 

a.rlliat1co vaa o1gnoc1 abould bo t erminated by JOU upon 

adoquato assurance being given b~ tho Italian Oovornmoo t 

that tbotr eorvlcoa Yill continuo t.o be made available on 

tel"'la sat1at'actory to you as :Supre~~~e Allied CoiD&ndcr 

eubject to Combinod Chiefs ot Stat~ approval. 

ADMJNISTRATIVE SECTION 

) . Tbo internal organ1~at1on or tho Allied Commiaaion ia 

priaarllJ your reapona1b111ty. In t.ho reorga.n..lzauon or the 

Allied Comm1aa1on it la desired that you g1vo conatdoration 

.to tho tollov ing polieios and objootivos : 

~· Tho atatf or Allied Comm1ee1on Headquarters should 

occupJ 1tselt pr~11Y vlth conaul~t1on and advice to tho 

Italian Government at high lovola. 

~· As rar ao certain subco~ealons or tho Allied 

Oomm1ao1on Headquarters are concornod such ao E4ucatio~ 

Arts and Mon\llonta , Local Govornmont, Labour &.n4 Legal, 

tho1r edvlaOrJ tWlCt~1.1"1 -=::eet or Italian Qovornment 

territory should bo ex.ere1aed. on ly vhen requoe ted by ·the 

Italian Qovornmont. Control should not be oxercisod in 

roepac; ot territory under tho jur1a41et1on ot tho Italian 

OovernDI!tnt. 

~· 'fbe aoettona a.nd subco~~a1aa1ons ot tho AU led eoa .. 

miaalon Headquortora shoUld be progreaalvelJ ctvtlianized 

to the fullost oxtont vbich in your opini on olrc\Jlllatancoo 

alloY, except tho eervlce aubcomD1aa1ons and oxcopt to tho 

o.xtent t hat aubccaaiaatons oxot"Clao rune tiona v1 th res poet 

to t erritorJ under Allied MiUtarJ GOYOrniiODt (All)) • 

..... W I COitAl II ~~· 
&JnetJIOtu.16 r "li ,L Oi:IU ~COP tal 
alftll .,,.,# • or11 •• t~•~ , .. ,"' o•,. 5 • 
l!t ('.A t \1 . 1. c. el 1 l" "'t 11. tD 
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! · TO t ho extent t eatible, ott 1cere ~t Allied C~esion 

Headquarters dealing vith A#ll t'unot1one ehoul d be located 

nt pl dces other thon Allied Comm1as1on Ho#dqunrter s . 

BCONOMIC SBL~ON 

4. I t 1s noceeeary that the mcxtmum producti)n end ettect1v~ 

and equitablb d1atr1but1on. and control ot conaw:aptlon ~r loc4.l 

reeourcea poaaible under existing c~ndltlone be eccured . Tbe 

lt411t!ll Government ahould be edv1.sed th4t to t h.ia ond !llld u a 

prerequisite to 1nqrooaed eeono~c ase1at4nce 1t muat t~rmul~te 

and impl ement a.ppropr1a.to oconomio controls and ttLk.c tU.l ot her 

ateps poaa1bl e. In tho event that theae conditione oro not 

met th~ Allied author1t1ea v1ll n~t heal t ote to 1mpoae the 

necessary control• or toke other eppropr1ate mqoaurea . 

5. Por the duret1on or combined ooerattone, th& c~mb1ned 

U. S.-O. K. a111torJ cvth~r1t1es vill be relp?nalble !or pr ovidLng: 

~· Those quant1t1ca of r~~, fuol, cl~thing, med1cBl, 

3anitary 4nd othor asroed eseent141 euppl1oa necosaar y to 

pr event d1senee and unr~et prejudlciol to auch operat1one; 

~· Tb~ee auppl1ee .uch es tert111ter, r4V mater1Gls, 

machinery and equipment, the 1mp~rtat1on or vh1cb ~1 

reduce m.111 tary roqu1r.~~ents r~r the 1-ll:port or easent1o.l 

c1v111an euppliea t or the purposes referred t~ in tbis 

paragraph . As the t~e vhen combined military ree~ne1b111ty 

vill terminate vill not te knovn vhen requ1t1t1one are being 

prepar ed and ooneiderod, the 1mp~rtot1~n ot eupplles under 

th1.s sub-paragraph Yill not be ~~txcludod merely bece.uso the 

etr ect ot such i.al:porta maY not bo telt dur1na the por1od ot 

eo=b1ned m111~y reapons1b1lity. 

~· ~ose euppliee necessary r~r the reatoratlon ot auch 

or the ltt111tlll pover ayatems 4nd tra.naportatl:m and 

commun1c~t1on t ac1l1t1eo ao v!ll further tho m1l1tory 

effort a goinot Oerllltul1 tuld Japan . 

CC!ftliJ~ •• ~tlGa 
... ,. ~, .~ ~t· ~ ... ~,c:--·-·-"'.. . ... ,,,.. ,. .....,.::;,_ .... ~t.~ .,t • ._t l ~ ,1 .at u. ---

· h - 0 • • c. • • .• "' ~ - 6 -
•• 0\ . ':l ,. . ~~' ..... , , \ • • •• 
.... . :·~ ~ · . •h.U---1 .......... ,~ ..,.. . ................. .. 

Regraded Unclassified



• 

• 

• 

• 

SECRET 

~ tho extent contempl.,ted 

-a!I IO« H OOfti l ft ~11· 
,,.,.,t lll t'U a. t .,, ,L o.~~;t~ Or tU 
• &taD ltUt• • '-•• t ioli: u •• or ta 
E f f" . • t • "'· • · c. ~~~. at ut N . ta 
a..u .... ~ • fl l "" '•~ • - ,. 11'1 -... 
.... la&.ttl •• 1 A\lt~ 
...a. u~ •• ,... ... ••.• 
by thio P<U"48l': ph 5. euonU4l 

civilian oupplleo canngt be divorced from tbc Rllltory au~ply 

prosrcm And Italy mu.st be t r eAt ed ea e vhole. It 11 under­

atood th4t the dote or t ermin4 t 1on or combined mil itary 

rotpont1b1lity for pr oviding oupplloo 4t aot out above vill 

be decided by tho Combined Chiar a or Stoff on your r eoornmendot i on. 

6. Tho Allied Commioal on shall be 4dVIood to Auht the 

Itclicn O~vernment in t he pr epcret1on ot p~osr~ or auppl~cs 

doaignod to rehabilitate Itolldn industry. Theac s upplies 

vtll be 1n addition to those to ~ provided oa a mil l tnry 

reoponoibilltJ. such program. vhen eotnbllohod by the ItaliAn 

Govor~nt vlll not be subject to screening by ~lied Porce 

HeadqUArter•, bl4t vill be rev1eved a.nd tr4llam1ttc d d1reetll 

vith cpproprlot·e comment s D..nd recommend4t1ona by thO' Allied 

Comm1aa1on to the combined Clv1 l Affaire Comml ttoe, which vill 

transmit the pr ograms to the Combi ned Llbor~tod Araaa Commit tee 

tor nation by the nppr opriat-G c1v111o.n agenoiea ot the un1tod 

States 4Dd British Gover nments . The UQltod St otoa nn~ British 

Oovornmenta v1ll each mnke 4Y41lable auoh ahnrt a ea may be 

mutuolly nsreed of the cost of tho prov1a1on or auch of these 

progrAm.a ce may be approved by the Combined Liber3tcd Areca 

C:~~=:aitt.ee. Procur~cent covering such progrcuu abould 

!=mediately be put in hand v1thout reference to the present 

thlpp1ng poo1t1on in ord~r thet the suppl1eo ~1 be called 

t or vard 01 end when sh1pp1.ng spoc~ bocomea ave1lcblo. In 

thia c onnection see par egrcph 8 bolov. 

7. The quoat1ons r~1sed by you in aub · pQr4grapha A• 2 BDd ~ 

of par ngrr.ph 4 ot NAF 778 ar e answered at follova: 

~· Tho prime responsibility t or tho control of Lnfl ct 1on 

1n J tcly, including tho 1mpoe1tion and adm1n1atrat1on of 

eprropriat e ftnanc18l and economic controls end opproprlete 

ut111&Ation of auppl1es , muat reat v1th the Italian Oovern ­

aeot. Your r eaponoib1lltr in thu ooMeotion, other tb4n 

- 1 - Aj)pondlx 
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v1tb respect t.o thO 

the 1Ulied Comm1ea1on, to advise and ~oo1ot the lt~l1an 

Government. 

!!_. It 1s deolred that 1nduotrio.l rob.ob1l1t4t10n 1n 

lt4ly be c<~rried o~t b7 the Italian ~vernment to the tulleot 

o x-tent permi tted by the I t 4licn res:>ureea 4nd auch supplies 

ca JOU UJ be Cluthor1zed to !Jiport, eona1etent. vith the 

d1acb4rge by you or your military mission, vlth the 

exception that lnduotrtea tor the production or r opctr or 
man1t1ons or othor implemente of var shall bo r oh4b1lltsted 

only to tho extent requlrod by you ln d1och4rge or yo~ 

military Qieeton end co v1ll further the m111tcry effort 

in other tbeatera. EXcept tor tb~se 1nduatr1oe t he 

rehabilitation or vb1ch 11 essential to the dieoharge ot 

)"'ur milito.ry m1oe1on and 1n furtherance ot tha military 

ettor~ 1n oth&r theatere, vh1ch rehcb1l~tot1on ehould be 

given first pr1or1t~, 1ndustrles other th~ thoee excluded 

bJ the preceding aantanoe vill be given auoh precedence 1n 

rehob>l1tot1on no =<>Y bo deter mined by the Itcl inn 

Ooverru:aent. 

a· Tbe extent ~r JOur reaponsibil1ty v1th reapect to the 

1mport4t1on ot •~pplleo into Italy 10 defined in pnragroph 

5 ond 6 hereor. ~cept Qa 1a eo defined, ~~u hove no 

~ reapons1b111ty ror the importation or aupplica into Italy. 

~· W1thln the lim1tnt1on of cvol l cblo oh1pp1ng nnd 

subject to ~11tary cona1derat1ons as determined by you, 

the ex-tent t o vhicb exJ)Orta o.r e to be s tilau.lo. t ad c.nd the 

devel~pment of mdchiner y to handle export trade are tor 

determlnatl!ln b7 ~ Italian Goverl'.l.l»nt. '!'be approprtaw 

o1v111an cgeno1ea of the Br1~1ab and American Government& 

are c~rentl7 cono1dar1ng methods by vhich tho ltnlinn 

Government mcy be neeieted in these respects nnd ca soon cs 

... deoisions ln tbio connection are reached, yo~ v1ll be advised 

vith respect thereto. 

- 8 - APpendix 

Regraded Unclassified



• .... 

() 

• 

• 

S!!CRB'I' 

8. Jtotbi.Jlg herein contdned oh4ll ccnot1tute a cC>iOOlitaent 

Yltb r.epect to •h1PP1n6 · Any euppllee to be l•p~rted tot~ 

ItalJ a•ut be trMapo:rted v1th1.1'1 auch eh1pp1ng oa mo.y be 

alloca ted from time t o time. 

PDkANCIAL SECTION 

9. The tvo gOvernments ere d1ecuaa1ng p:ropoaala tor giving 

tho Itallen Government a greater measure ot r oepone1b111ty 1n 

f lnanc1al mattera; a further 01roct1vo on tboae m4tters v111 

f ollov . 

"1111 -D'I COI TAl>' 1..-&!108 
..... l.tu lA ! "1, •\. Ct. .\"1 A Jr t d 
• •• .,.,., • • • ,. •• , t oi• . .. u o or ftl 
IU , f' to. A--:l 1 U. 1. C. o') : Jt ~oi at. 'lG 
IMIA~~ • • 'tilt t • t • l • " tTS a.-
_,UU'I'"''a tl o&\11~ 
~a,...aau ..... . , '"'' ·• 
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,:e hnve asoUl'OC! DOillll4 lTolaoa•e net1 ropreeontativeo, 

L:eeBN. Koe.raoy and Br oo·:a, nbout to de~>art tor~~ 

tbct• as 1n tbe tJO.st• yau n ill bo a vnilAblo tor oon­

oulto.tion \71th roatrd to quo:~ti.;,ns of 1ni'lat1011 ~ 
otbor 1'1nano1al ilnd monetc:r-y · ~n ttore. 

\ 

GREW 
(Act1ng) 
(CGL) 

LWillMHIT OF STATE . 

1 •• :\: ] 1945 
LC/L 
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London 

Dntod February 26, 1945 

noc'd 11: 55 n.n . 
Socrotary o! Stnto 

rrnshineton. 

19?3, Twenty-sixth 

· FOLLO''IING FOR IIOSES tEIWITT JDC NEill YCRK (THROOOH VffiB) 
File».! JOSEPH SCHrrt.RTZ. 

•swo discussed with Intorgovorlli:IOntal Conmittoo 
possibility thoir t.'llc1118 ovor aajor portion :oolief 
activities IberiAn fCniaula. Intorgov~rnocntal Cocnittco 
h.1s sullmi tt<xl recOCDOndations to Br1 tish and !.coric:lll 
OovorLDOnt•s !or e~ndituru 2001 000 pounds in Spain nnd 
Portugal for period bcgiMil18 !lay lst to end 1945. 
Horold Trobc advises 1460 stntoluss refugees Spain nnd 
npproxioatoly 461 Portugal roquiro oxponditure Sloo, ooo 
nonthly which prncticnlly covorod by IGC budgutnry 
proposal . NUmber in Portugal rolativoly small bscnuso 
Sophardics and nrrivnls boforo 19)3 excl uded since they 
do not como in mnndoto monntimo wish advise Inter­
governmental CollJ!littoo rccOI!I'Iondntions for FrAnco a nd 
Belgium havu not yot boon approved which will seriously 
offoct our nbillty roduco arm oxpondituros tl-eso countries 
noxt J:!Orlth. • 

TiiNI.NT 

!J!.ss Chauncey (for tho Soc 1y), /Jczin, Cohn, DuBois, o~ston, 
Hodel, HUtchison, !.tcCor..ack, 0 1Dwyor, Filoa 

• 
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COPY 10, ~ 

OPTN, lp. 6'j 

lntor.ation received ~p to 10 a , e , , 26th February, _ 

1, III!Pi!IX U'TACK ON SHIPPII!O. A 1)17 t on ship sunk in 
coott al convoy by mine c r t orpedo orr Berwick yootor4ay. 

MILIIARX 

l!ES.rtRU!iQl!I. 
~-Central Sector• )rd U.S. Army continued make 

aood progreso strengthening bridgeheads ovor Saar in Saar bourg 
area and mokins substantial aa1ns N.E, l!ouerburg where river Prum 
reaohod on three mile front, Further advanoea reported but as 
yet unconfirmed. 

North Central Sector• Rlvor Roor has fallen 16 inches 
at S..l.albach in dam area and effects felt downatr .. m. Pour bridges 
operational on lst u.s. Art:lY tront and houao to houao tighting 
continuos 1n Duron wher e advances alao repor ted beyond town, 9th 
u. s . Army continues cake sati sfactory procr••• aDd advances or 

2. 

t wo to three miles reported. 
llortbern Sectoro Only 11•1 tod advances =a de by lst 

Canadian Ar=Y in tace very heayY raals tance . 

) , . ~STERN FRONT. 
~rth&rn Seetora· Progress cade S.W. Konigsberg 

whore ••voral inhabited localltles captured, Further west 
Prouasiach Friedland (S.W. Chojnice) and number other locol1t 1ea 
captured. 

Southern Sector• Germans olaim elimination remaining 
Ruae1an brldgehoad over River Hron on north bank or Danube , 

4 • lnl.Hl4A. 
Central Sector! 23rd and 24th, Enemy made number ot 

attacks against bridgehead over J~rawaddy 2$ miles west Sagaing 
which all repulaed 1 while further oouth we have made further 
advance and captured vlllage 25 miles east l!yaunau against sl i ght 
oppoa1 t1on, 

$, 25th , 148 aacorted Loncaeters (1 
~>lssinf) through cloud on ornthet1c oil plent 
~on near ) where bombing well concentrated , 1157 es-
corted U.S . heavy Boabers (21 bombera end 14 f1Jhtor s outstanding) 
dr opped 2801 tons targets Touth Germany including railway centres 
Kunioh (1455 tons) 1 railway centr o and tank aasambly plant Ascbatfen­
burg ()44 tonal, 011 storage Nduburg (233 tone ) and t wo airfields 
N.W. Rothonburg <379 tons) , Results ware &Ood and enemy casual-
t ies 34, o, 21, 

SHAEF (Air) bombers 678 (3 missing) dropped 1066 tons 
communica t i ons centres and supply dumps battle area while fighter• 
2910 (33 mieaing ) oper at ed same area destroying or damag ing 175 
looomot1voa and 2620 road and rail veh1olea . 

25t h/26th (night), Bomber Command despatched 130 air­
craft (1 m1oa1ns> , including 03 to Errurt, 

~~bora atta~J~ft~~en~~~d~~~~~ <?i~~t~;na~·:rth"~o~!:;~ 
reaulta , 24 b, 285 escorted beaviaa ( 1 t1chter miasina) dropped 
614 tona rai1wey taraets south Auatri a and North Italy where r e­
rultt u1DlY &ood , while tactical. aircraft 9$6 (8 miuina) a t tacked 
r ailway taraoto Brenner route and oo .. unic a t i ona and other tcraata 
i n llorth Italy with cood reaulta, Baaut1chtera duaced 4200 ton 
IS1DOLIJWr at fiiDi o 

7. Jllla, 22114, 3S2 Allied a1roratt lno1ullin& 1o6 heavy 
and Md1'- ltCi'liiro attaC>Ited tarcoto balran and Central !ur.a, 

a. JQC;QD. lothla.C to report. 

... 
I 
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FINANCING 

Present: Mr. D. W. Bell 
.Mr . Haas 
1!r. Gamble 
Alr. Lindow 
.Mr . Tickton 
Mr . Murphy 
Mrs. Klotz 

February 27, 1945 
10 :50 a.m. 

H.~. JR: . Everything went very well yesterday. 

MR. GAMBLE : Did Wolcott talk in opposition to t he 
Fund? 

H.!.I.JR: Wolcott gave his prepared speech which he 
had. Have you seen it? 

MR. GAMBLE: I haven ' t seen it, but I saw the New York 
Tiutes . The story coverin~ your speech saia. t hat V. olcot~ 
poi nted out sixty- three dlfferent objections to i t, and 
the inference was that be might be against the plan. 

H.Ll .JR: He kept saying that t his i s what other people 
say, and by the time he ~ot down to forty-five , t he people 
~gan to titter, and he lost his audience. But I th1nk he 
is ~oing to be all ri ght. I had him on the train last 
night. I am not going to worry about Wolcott . I think he 
is all right . The meeting was good. 

MR. BELL: You said t he audience didn 't listen? 

H.M. JR: They began to laugh, and he reali zed there 
were eo many of these obj ections they gqt to be funny . 

MR. BELL: It is a good thing. 
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MR. GAMBLE : That is a good audience reaction . 

H.M.JR: You talk to Isbey. 

MR. GAJ.! BLE : I wi ll. 

MR. BELL: It kind of got to be ridiculous , 

MR. GAliBLE: The story didn ' t say anything about 
alleged defioiencies , 

H.Af. JR: It is the way he accented t he t hing. He 
was not unfriendly. I just wanted a few minutes wi th you 
boys . I have got this meetin~ here at eleven, and I want 
to know where we stand now on the suggestion I made. 

Am. BELL : Well, we had a couple of meetings yesterday, 
and I think we are against t he sug~estion . \\a have tvlo 
or three memos in rough draft fonn which can be read to you, 
and I have some cll8nges which I think they can put in, but 
they are not quite ready to present to you . 

H.M. JR: They are not? 

MR. BELL : No . ~ould you like to nave Murphy read 
the one on banks? 

B.M.JR: I can't, because I nave to stop at eleven, 
so all we can do is get organized. 

MR. BELL: They can just about do it . 

H.lf. JR: Who is coming in at t hree? 

MR. BELL: The Federal Reserve Presidents t o talk 
about their experiences in the Si xth ~~r Loan in pol icing, 
and they will tell you that thefrant to do it, or at least 
as drastic a job as they did in the Sixth. 

H.lf . JR: They do not want to? 

MR. BELL : No . They want to talk to you about it and 
tell you the troubles they had and the ill will t hat was 

• 
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created and ask you--we!l, I think there was lack of 
uniformity. And if they are going to police again, they 
want uniformity; they want the Treasury to lay down definite 
formulas and more or less take the responsibility for it . I 
told t hem yesterday at lunch that we had assumed the re­
sponsibility. They just didn ' t interpret our letter properly. 
\'1e said they could say that the Treasury was asking for 
this and that it was our responsibility, but the fact t hat 
we asked th~1 to send out t he letters--! think they inter­
preted that to mean we wanted tnem to assume t he responsi­
bility. \'le said we did that because we thought t hat was 
the best channel we h~ d to go to the banks through, the 
Federal tieserve, and we t hought they had al~ays been just 
a little jealous of that channel, so we wanted to do what 
we thought they wanted us to do, and we t hought it was the 
best channel. 

We had no objection to t heir saying it wa s our request · 
and they were doing· it e.s f i scal agents. ~hey t hink it is 
a serious problem from the standpoint of the 'l'reasury and 
.relations with the cOD.II~<ercial banks . 

MR. GA}! IlLE: It isn ' t a serious problem. ' I mean, 
the solution of it is not serious . The War Finance Chair­
men for the States can take responsibility for it in their 

name . In fact, where good po!lcing Ylas done the~· had to 
handle it, and the: are perfectly willing to. I can prove 
it, Dan . This isn t e meeting the men would take time to 
cane to as a body of twelve Presi dents to say they couldn ' t 
police sixty-eight thousand subscriptions . lt is a red 
herring. That is all the subscript1ons i nvolved--there 
wa s a lit tle ill feeling. 

MR. BELL: I wondered if they could take' t he responsi­
bility. 

MR. GAMBLE: If the Feds don ' t want them to take the 
responsibility and say they don't want t hem to take it, 
t hat is a ma~or tactic. Either the Feds ought to do it 
and tak~ tHe responsibility for it, or they ought to do it 
aa fiscal agents and let the Treasury take the responsibility. 
Our people are willing to take the rap for it • 
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llR. BELL: We are wi.Lling to take the rap. 

lffi. 0/U!Bl..E: They are representing the Treasury, and 
t hey are perfectly willing to do it. They recognize 
there are pressures where the banks have no choice but 
to take subscriptions, and our people are will ing to say 
they don't want such subscriptions . The Feds can say in 
their name tbat they want to . 

MR. llELL: They want you to know that t here is sane 
illwill being created and the banks are getting sore because 
they have to buy these securities at a premium after 
the drive and ca.n' t get anything &t par, particularly the 
smaller ba.nlcs are feeling that way. 

H.M. JR: Rave you peopl e got a table a l ong the 
lines I asked for as to how t o do this t hing? 

lfR. GAMBLE: Yes. There are two memos on it, 
Secre.tary, on the insurance sales and bank sales . 
don ' t like it, but VIe have got a v.ay of doing it . 

~lr. 
Vie 

H.L!.JR: I want to know how to do it . I am not ready 
to ask you if you like it . 

MR. bELL: It is necessary t o perfect it a li t tle, but 
we have got a coupla of memos . 

H.ll. JR: How would you do it? 

llR. MURPHY: This is a memo on banks , Mr . Secretary. 
Do you went me to read it or just describe it? 

H.ll.JR: Let ·me read it. You might describe it to 
me . 

MR. MURPHY: In the first place, we don't believe 
war loan accounts is a aui table criteria for differentiating 
between banks. About three thousand banks have no accounts 
at all; they a re the small benka that would be left out 
altogether • . The war loan account is related not merely 
t o the aiaa of the bank,. but the amount of buaineaa it 
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is doing for you purchasing your bonds , and so, in effect , 
you would be discriminating against the persons who have 
been favoring you the moat, and both you and the Federal 
Reserve Banks have urged banks to increase their war loan 
accounts . 

H.M.JR: I am not arguing that . 

~ffi. BELL: That is jus t one of the things . 

loffi. MURPHY: I just wanted to give the reasons . I 
am sorry if I gave them at too great length. 

H.U.JR: No , they gave me the same thing the other 
day. I said , "All right , let' s not have war loan; there 
is some other way. " 

MR. BELL: You mentioned the two classifications. We 
have the war loan account, and that was the reason for putting 
it in the memo, to use it as a basis . 

MR. MURPHY: We suggest if a differentiation is to be 
made between bank~ it be made on the basis of the size of 
the banks , t heir total assets . We haven't any figures on 
total assets, but about ninety-three percent of the total 
assets are deposits , so figures based on deposits are 
practically good for this purpose, and in 1943, which are 
the most recent figures , there were about thirteen thousand 
tr.o hundred banks , and of these , eleven thousand four hun­
dred had deposits . 

(The Secretary holds a telephone conversation with 
Mr. Acheson . ) 
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Hello . 

Go ahead. 

Hello . 

Henry. 

Yes , Dean . 

Good morni ng. 

Good morni ng. 

Februar y 27 , 19~5 
11 :00 a . m. 

I want to ge t your gui dance ln a matter . .. . 

I don't hear you very well. 

I want to get your gui dance on a mat t er which has 
jus t been -- was put up to me last night. 

Yea. 

I went up yester day a t Senator Tobey ' s r equest 
to aee h im. 

Yes. 

He told me that the Republican Conference had been 
called for Thur sday ni ght to consi der Br e tton Woods . 

Yes . 

And that he ha s been very provoked abou t this because 
he had not been consul t ed •... 

Yea. 

.••. and that they had Leon Fraser and Jackson 
Reynol ds to come down f rom New York and diseuse 
thi s matter. • 

Yes. 

He then objected very s t r enuously. He said that 
he thought t hat was improper; tha t both or these 
f ellows were opposed to it, and t hat he ought to 
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have been consulted , etc. He then had another 
talk wi th them . He informed me or that , and 
asked me t o ge t in touch wi th the Treasur y , 
whi ch I did, and hel p him get some notes, and 
I round they were workin$ on t hat over in your 
pl ace. 

Yes . 

And then he called me up at the end of the after­
noon and said he'd had another talk with them , 
and had demanded, and they had acceded to this 
that I should come before the Republican Conf er ­
ence •. .• 

Yes. 

and present Br etton Woods. 

Yes. 

And I told him I'd be delighted to do anything 
which was con s idered wi ee . I didn't r egard 
myself as an au thority on the subject but I' d 
do the beat I could. 

Yes. 

And he wa s very keen for this , and then I said, 
•well, since they had two bankers, why wouldn't 
Ned Brown be a good person to do it?• 

Yes. 

Well, he said he'd r ather have me but that was 
up to our Judgment, and I said I'd talk with you 
about it and oall him back thie morning . 

• Do you think we could get Ned Brown? 

Well, I don 't know. I Just want ed to ask you 
what your Judgment was, whether you thought it 
vas better t or me to take a shot at it •••• 

Well, I think it would be tine it you'd go, but 
I think i t would be useful i t .YOU coul d also have 
Ned Br own. 
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Would you like me to t alk to Tobey a nd then call 
Ned Brown? 

I think it would be f lne . 

Suppose he says -- I under et and, also , that they 
have asked Goldenwei ser to come up. Now, hs will 
be -- he will be all right, but he won ' t be as 
oowerful . 

No. 

Ir they only will have two, would you think that 
Ned would be mor e i mpressive to tho se fellows 
t han I would? 

1iell , I Juet think he would supplement you. That's 
all . 

Well, I have - - I want you to be perfectly frank 
about this. 

I 'm being perfectly frank . 

I had the r eeling that the Republican Senators 
would say, "ll'hy , t\cheson 's all right, or course , 
but he's in the Administra tion and he's got to 
slng their song . He hasn 't got any-- there' s 
no doubt about what he thinks .• But they might 
say, "Ned Brown is a banker and he's reached 
these conclusions i ndependen tly. • 

I think it would be useful if he would be there 
to supplemen t you. 

All right. 

I t ake it they don 't wan t anybody fro m the 
Treasury. 

Apparently not. 

Well, I think it' s fln e that. you can go, and then 
would you make the effort on Bro'\tn and l e t me kno.w? 

I will, Henry. 

Fine. 
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I ' ll talk to Tobey first . 

Pine. 

And - - a nd t el l him that I ' ve had this ta lk wi t h 
you a nd wha t you suggest and ask him whet her he 
can get away with that , and 1f he s ays he can , I ' l l 
call Ned Brown right away. 

And i f t hey need any hel p on tra nspor tati on , Fi t z­
Ger al d can hel p Brown. 

Firs t ra t e , Henry. 

Righ t . 

All right, t hank you. 
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R.M.J R: We had better stop now. I will tell you 'B 
what we will do . Immediately after this meeting with the 
Federal Reserve Bank Presidents we will continue talking 
ourselves , see . How will that be? 

H.M.JR: Now, who will be in with the Bank Presidents? 
Will Haas , Bel l and Gamble be enough? 

.. 

• 

I 
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MR. BF.LL: Yes . Now, Sid and 1\es ere going back to 
the Board afterwards . Are you going back to the Roard 
or stay here? 

J.!R. TICKTON: Yes . 

JlR. BELL: They are going to show them the statistical 
side . They have enough for about an hobr end a half lecture. 

MR. LIKDOW: I think it is better to cbange that . 

H.t' .JR: Are you boys in on policing? 

MR. OO!BLE: They should be. 

MR. HAAS: Sid is . 

H.Lt.JR: Let them all come . 

MR. TICKTCN : This. is with regard to the meeting 
after that . 

MR. HAAS: Coul d you arrange t hat for some other time? 

H.W. JR: Who is t he expert on policing? I don't want 
too many, If Sid woulc come, and you, George--

MR. BELL : But this is the meeting afterwards that 
I was talking about . The boys are tied up • 
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',JJ R REFUGEE OOA RD 

Present : li~r . Gaston 
Ur. O' Connell 
!Jr . \',bite 

: 

Mr . Peble 
Mr . DuBois 
1lr . Aarons 
l!r . Coe 
Miss Hodel 
Mrs . Klotz 

February 27, 1945 
12:10 p.m. 

H.lf. JR: Air . Aarons, am I correct i n saying that 
you are the Acting Head of Foreign Funds? 

MR. AA ROJIIS : Yes, si r , Mr . Secretary. 

H.A!.JR: Miss Hodel, will you plea se tell t hese 
other people just wha t happened, going back as far RB 
it is necessary, in connection Yli t h bringing these large 
numbers of Jews- - I take it they \\ere all Jews--elther 
out of Hungary or Germany. I went you to review t he 
case for me, see . 

1!R. PEffi,E : '!hat isn't very specific . 

H. hi .JR: 'lhere Vlere seventeen hundred that came 
out of Hun-gary . Isn ' t that t he first lot? 

(A!r . O' Connell enters the conference . ) 

MISS HODEL: There were three batches of refugees 
that have come through to Sv;itzerland in the past few 
months from German-occupied territory. In August t hree 
hundred and seventy- two came through from e German con­
centration camp at Bergen Belsen. These were described 
to us es Hungarian Jews . In December--

... 
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H .~ . JR: Now wait a minute . \',net I went to know, 
perticulerlv on the money transactions, is ~tat part the 
Treasury end Foreign Funds had in any of this . 

MISS HODEL : There ~ere no money transactions invol ved 
in the arrival of t hat group. 

MR. PEHLE: We s that group tne one t na t we s sal d to 
be a snow of good faith on the part of the Germans in con­
nection wi tn these Saly Meyer negotiation s? 

MISS HODEL: It v1as a t the time Y>hen these Germans 
had approached Sely Meyer to negot1ete witn him concerning 
the Jews left in German- occupied areas, end it ~as stated 
that tne Germans ned released this group as a sign of good 
faitn in their talks wi tn Sely lleyer . 

R.M. JR: \'/net were their talks with Sal y Msyer about? 

MISS HODEL: They stated lest summer-- t hey were negotia­
tions which followed tne Brand ne gotiations which had occur­
red in Turkey end t he Near East, after the Brand proposals 
failed. 

H.!'.JR: Yes . 

MISS HODEL: The Germans mede en approech and vmnted 
to talk with Joe Schwartz of the J DC . This Government 
woula not permit Joe Sch~artz to carry on any discussions 
with t ne Germans, end the r~rmans came back and saia they 
would be ~illing to talk wi tn Saly Mayer, end this Govern­
ment advised McClelland knd Jal1 Mayer that there would be 
no objection to Saly };.eyer conducting these negotiations, 
but he could not conduct tnem as a representative of an 
American organizati on, but t here woul d be no objection to 
his conducting them as a representative of the Swi ss-Jewish 
Community, of which he was'President . He carried on a 
series of talks with Gestapo agents· with t he knowledge of 
the Swiss Government and full knowledge of McClelland and 
of the State Department and of the--

I 

MR. PmLE: ••• end of the v.ar Department and the 
British and Russians • 
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l.IISS HODEL : t:o money has ever passed, to our knowledge , 
between them . 

H.LJR: Didn ' t you issue your li cense yesterday on 
~!usy? 

MR. AARONS : The Musy license? 

MISS HODEL : It hasn ' t been i ssued yet ; it has been 
approved by the Tr easury, Mr . Secretary, but it is await­
ing clearance by t ne State Department . 

H ,l! : JR: Vlhy should you know end not he? 

MISS HODEL : Mr . Aarons agreed to the ·issuance of the 
license, but I issued an instruction to the Tr easury--to 
Foreign Funds Control not to issue the license until this 
received clearance through the State Department . 

H.M. JR: Through whom did you issue the license? 
Vlhom did you hol d up on it? 

.MISS HODEL : Mr . Marks wno is i n the Foreign Funds 
Control Di visi on at State . 

H .~ . JR : \There? 

MISS HODEL : Foreign Funds Control at Treasury . 

MR. iARONS: I understooa the l i cense would not be 
issued until Miss Hodel cleared i t with State. 

H .M. JR: Anytning in wri t ing on thi s? 

MISS HODEL : We have everything i n wri t i ng, a f ull 
file . 

H.M. JR: As it r emains no~, ha s t hi s li cen se been 
issued? 

MISS HODEL: My instruction was that it was not to 
be issued until the State Department bad advised them i t 
had been cl eared, 
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H.M. JR: Go f ind out if it has been issued, please . 

(Mr . Aarons l eaves the conference. ) 

H.M. JR: Go into Mrs . Klot z' room; you hed better go 
in tnere. 

MISS HODEL: I have been trying all morning to get 
State Department clearance on t hat license. 

MR • .I'EhLE : \~e haven't gotten the story on this 
license yet. 

H.l.:.JR: V.ha t about t hi s--

liR. PEhLE : Gi ve him tne story on the };usy negot i e ti ons . 

MISS HODEL: This is t he license on the l!usy negotia-
tions, and I have been trying t his morning to get State 
Department clearance on that license, and t hey advised me 
it would have t o be cleared with Mr . Grew personally. 

MR. PEH LE : And the proposed cable--isn't 
proposed cable says, "\',i th tbe approval of t ne 
Department, War Refugee Boa rd, end Treasury?" 

it true tbe 
State 

~ISS HODEL: That is right ; it is on my desk . 

H.U. JR: Wi th due ~spect, what is the use of having 
Aarons if you issue order s to nim as to whet he snould 
and snouldn't do? 

MR. PEHLE : 'lha t isn 't wnat i~ happening here at all. 

H.hl . JR: That i s what she said . 

MR. PEHL~ : No, she bas a working relation ship with 
people in Foreign r unds who handle this thing. She is 
the one who ~lears i t wi th the State Depar tment . You 
don' t expect all that stuff to clear through Aarons 
pe r sonally. 
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MR. DuOOIS : She did clear it . 

MR. PEhLF.: Subject to State's approval of tne cable. The State ·Department hasn ' t af.proved it yet . 

H.M.JR: Have you the cable? 

MISS HODEL: It is not the ca ble--I em getting approval before t he license is cleared at this time. 

H.LJR: \'.na t is the situation with regard to this million dollars? Let 's have it . 

lli SS hODEL : Twelve hundred and ten refugees fran Theresienstadt, a German concentration camp in Czechoslovakia, arrived in Switzerland on t ne ni ght of February 7. The , first news that we had was a press iteal wi th. a . Bern date-line announcing that these refugees bad arrived in s~itzerland as a result of negot i ations conducted by a man named ~usy and a man named Sternbuch, wno is a Swiss citizen, and the representative in Switzerland of the Uni~n oi' Oz:thodox Rabbis . That was followed by a cable Whlch we had from our man McClellana advising us that the group had arrived in Switzerland and that he, McClelland, had been approached by Sternbuch for help in getting t hem admitted into Switzerland. 

H.l!. JR: Vlbo is Stern bucb? 

MISS HODEL: The representative in Swi tzerland of the rabbinical group in this country. McClelland asked Sternbuch for information concerning how they got in and whether tnere was Swiss quid pro quo involved, and Sternbuch advised McClelland that five million Swiss francs were to be deposited in the account of ~usy in t he Swiss National Bank and that it was t he understanaing between rusy and Sternbuch that Sternbuch would provide five million Swiss francs . The next thing we knew we were approached by t he rabbis . 

(~r . Aarons enters the conference.) 

H.M. JR: Has it been issued? 
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lffi . AA RONS : No, sir . 

H.L JR: Tell them to hold it up . 

lffi. · MIRot·.S: I told them to bring it to me b9fore 
it is issued . 

MISS HODEL : The next thing, we were approached by 
the rabbis for a license to remit four million Swiss francs . 
They ssid Sternbuch had e million on hand . 1'hey had had 
a communication through other channels asking for four 
million Swiss francs . 1~ey seid they had been to the 
J DC and they didn ' t have the money themselves . They 
asked the JDC for the money, and the JDC was perfectly 
willing to put up nine hundred and thirty- seven dollars 
or lend them t hat if the rabbis got a li cense from t he 
Government to make t he remittance . 

V1e cabled ·McClelland and advised him that t he appli­
cation for license had been filed, and ;,e asked him if he 
would discuss t he n1etter with Sternbuch and find out f rom 
him if it would be agreeable to Musy to have that money 
deposited in the account of t he bank in the name of Musy 
and McClelland jointly with a proviso t hat no payments 
could be made from that account without t he pr1or expressed 
approval of this Government . 

H.M. JR : Of whi ch Government? 

!...'ISS HODEL: The Tl . S. Government . 

McClelland cabled back and said that wouldn't be 
satisfactory. He suggested it wouldn't be satisfactory 
either from his standpoint or from Musy' s . And McClelland 
hesitated to be involved in an account with Musy, who is 
a man of questionable character, apparently, in Switzerland. 
He aiid that it would endanger him or would not be wise 
for him as a member of the staff of the U. S. Lega tion in 
Switzerland to have a joint account \nth Musy . 

H.r .JR: Is he a member of the staff? 
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MISS HODEL : !{.r. A:cClelland is a Special AttRche 
with diplomatic status , end he is our repreeente tive . 
P.e has t ha t additional status . He devotes all hi s time 
to that work . Before tha t he was with the American Friends . 
!icClelland suggested that as an alternative 1\e Dti (:ht con­
side r authorizing the remi ttance t o be made to en account 
in t he name of Stern buch end if.cClelland . Sternbuch is the 
representative of the American organization, en d he is 
the man wi th whom !.lcClellend deals . \;hen the t suggestion 
came through we aiscussed it with the rabbis, end General 
O'Dwyer stated that he v1ould be unYiilling to recolDJJlena the 
issuance of a license permittin& the r~ittance directly 
to Sternbuch without any s trings attached . He told t hem 
he would be r.illing to recommena t hat t he money be remitted 
to en account in the name of Sternbuch and l~ cClelland, and 
with full control of t he account . 

The rabbi s didn' t like it , but tuey were told that 
was the only ki nd of a l icense t hat General 0 ' ~7er would 
recommend. They finally agreed aft er consultbtion in 
New York that t hat type of a license would be agreeable 
to them, and we then recommended to t he Treasury Department 
that such a license he issued, subject to the approval of 
the State Department . I cleared that vri t h the Treasury, 
end we are waiting for State Depar~ent aoproval. 

H.!'. JR: \;ban do you mean, v.ith Treasury? 

~~~S HOD~L : Foreir,n Funds Cor.t rol, and ~r . Aar,~s 
cleared it m t h A:r . Coe . 

H.!l . JR : Are you t horouguly familiar with this'? Did 
you clear t hi s? 

MR. AARONS : Yes. 

H.-M. JR: \'lith Coe? 

MR. AARONS : Yes . 

MISS HODEL: I v.as present, t oo . 

H.M.JR: I s t here any ~ritten record? 
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MISS HODEL: VIe have a written 'recamnendation f ran 
General O' Dwyer on that . 

H.M . JR: Sum up where tile thing stands now. 

MISS HODEL: We are now waiting for t he State Depart­
ment to approve that license . 

,, 

H.M.JR: And when t he license is approved, what happens? 

MISS HODEL: It will permit the Vaad Hahatzala 
Camnittee of the Union of Orthodox Rabbis to admit the 
Swiss francs equivalent of nine hundred and thirty- seven 
dollars to a joint account in the name of Sternbuch and 
WcClelland, provided that no payments or no camnitments 
for payment of tnat amount may be made without the prior 
expressed approval of this Government . 

H.M.JR: When you say this Government , wllat .do you . 
mean? 

MISS HODEL: Another Treasury Department license, 
with the exact t erminology of the release--

H.'L!. JR: How much or this was brought to the attention 
of either ~r . Stimson or Mr. Grew? 

MISS HODEL: Mr . Grew is thoroughly familiar with 
it, and Jlr . Warren infonned me that he has discussed it 
in detail with him. 

H.M . JR: Mr . Stimson and Mr. McCloy--

1.1ISS HODEL : I don' t know, but they have all the cables . 

MR. PERLE: And the Musr stuff has been called parti­
cularly to Gerhardt ' a attent1on, and Mr. WcCloy has been 
on notice. 
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MISS HODEL: lie is in McCloy 's office . 

MR. PEhLE: He and McCloy handle this stuff normally. 
!e I recall it, this was specifically called to Gerhardt ' s 
attention . 

H.M. JR: The thing is this, Herbert : The Chicago 
Tri bune has about got this, and the story they are talking 
of running is that Henry Morgenthau, t he Jew, is dea!ing 
with Himmler to bring out Jews, and Jews only, see, that 
I am dealing with Himmler. 

MR. PEHLE: There is another facet to that . 

liR. GAST<Ii : Yes . 

H.M. JR: Suppose they print that story? I never could 
catch up to them. 

MR. GASTON: There are a lot of intricate details, 
aren't there? 

H .~ . JR: I mean, the facts are kno~. (Reads letter 
concerning Himmler ' s wanting Jews, and Jews alone, to be 
released, eo when they reach liberated countries the com­
patriots would be struck by tQe fact that t here were no 
Christians among them, and so• rorth. ) 

MR. PEHLE: These newspapftrmen once got in touch with 
George Warren about this same matter. You weren't involved 
personally at all, but they had gotten wind of some of 
these transa ctions in Switzerland, and Warren gave them a 
sort of general answer, and it seemed to stop It at that 
time. 

H.~.JR: They got a l ot about this . They know the 
JDC doean't like it . They came to them and the rabbis 
only had seventy- five thousand dollars and needed the 
balance, which is close enough . 

MR. PEHLE: That is, they have--
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KISS HODEL: The New York Post called the JDC yesterday 
on this story, too, I understana:--

H.M. JR: And the VIer Department will just shrug their 
shoulders . O'Dwyer isn't very crazy about this , and neither 
is the State Department . 

Now, what I think we oul(bt to do is. this: In view 
of this fight, because this fs the ki nd of thing they 
print--! never can catch up to it, you see? 

MR. PEhLE: That is ri ght . 

JU!.Jii.: If they print this thing, I think there ought 
to be a meeting of the War Refugee Board called, and let 
them pass on thi s particular license . I would like to have 
advice, but that is the way I feel . 

MR. PEHLE: I think that makes good sense . Even that 
wouldn' t be a protection totally, but it is tha best you 
can do, I t hink . 

H.ll.JR: Well, I am tr{ing--the people here advise 
me, but it seems there shou d be a meeting of the tar 
Refugee Board, and with all due respect to you and General 
O'Dwyer, see, the fact that Gerhardt and Stimson can say, 
~y God, I never heard of it, " and the chances are McCloy 
will say, "I never heard of it"--

ldR. GASTOO: Yes, yes . You are clearly right, it 
must be checked ri ght back directly to Stimson and Grew. 

R .l!. JR: McCloy could say, '\lorgenthau never talked to me about it . • . 

MR. PEl:ILE: I think they ought to approve it. I agree 
you should have a Board meeting. . 

H.M. JR: ~hen you mentioned this thing, if my memory 
is correct, I never could see why t his fellow l!usy would 
be satisfied to have the money put in the name of--

MISS HODEL : McClelland. 

• 
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H.M.JR: • •• McClelland and himself, leaving the 
entire pressure with McClelland. And the story is, they 
are going to have pressure put on McClelland. Of course~ 
this is just a pho.ny, and McClelland is going to release 
it. 

MR. PEHLE : Musy is fighting for other things, we 
don't know what. 

H.M.JR: This thing here makes pretty good sense . 
If Rimmler wanted to make trouble and they only brought 
Jews out--

MR. DuBOIS : This license would say that the money 
can't be released except by Treasury license, and I think 
there might be an understanding that would button the 
thing up, that the Treasury wouldn't issue sucb a license 
without the approval of the Board. 

MR. 0' COONELL: What do we understand the money is 
to be used for? 

MR. GASTON: For what purpose is this money being 
transmitted? I dl dn • t --

MISS HODEL : The information isn't too clear . It 
appears that as a part of the negotiations between Sternbuch 
and Muay there was an agreement that this money would be 
deposited in Switzerland, Musy, according to McClelland, 
is trying to get back in the good graces of tbe Swiss 
Government and has appeared as a great humanitarian in 
this undertaking. He is trying at the same time to hide 
fran the Swiss Govarnment that hs is demanding money from 
Sternbuch. That would--

l!R. GAS'l'Q{: This money is to go to Musy • I presume. 

MISS HODEL: Eventually. 

MR. GASTOO: And presumably 14usy diviee with sane 
German officials . Ia that right? What else? 

YR. PEHLE : It might be a personal pay- off to Musy. 
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liR. GASTOO : \'ihat ia"l.!uey'e status? 

YR. PEHLE: He is t~e one that negotiated the escapee . 

MR. GASTON : He made some bargain by which these men 
get out, and now he is to be paid for having gotten the 
people out? That is the same as negotiating with Himmler . 

H.M.JR: Rimmler's first deputy is the man with wh0111 
he has done his negotiating. 

YR. GASTON: Why all the caution of paying after 1 t 
geta to Switzerland, to make sure it goes to the right 
Gel'lll&n, or what? 

H.M.JR: That is a good question. 

MR. PEHLE: If you mean by that, Herbert, that we 
would allow this money to be paid out now during the war-­
it isn't at all clear that we would allow it ever to be 
paid out dur inf the war, but it would be in Switzerland 
where Musy cou d look at it. 

MISS HODEL: And in an attempt to continue nefotiatione, 
Sternbuch can say, "They s ant me my money, five mi lion 
dollars . " 

MR. GASTON : Are we swindling somebody over there? 

MR. PEHLE: These negotiations are not handled by 
the United States Government, but by intermediaries, and 
we were never advised of the full facts . All we know is 
that some human lives are saved. Now, there are side 
currents, and people doing things for the worst motives, 
I have no· doubt. I have no doubt Musy is a scoundrel . 

KR. GASTON : I am trying to find out the salient 
facts so far as we can learn them. ~hf ie mo~ey being 
sent over, and what are the criteri a that we are going to 
use in deciding to wham we will license payments~ 

liR. llRONS: The money was mainly for enabling him to 
continue negotiations, ae I underetand it. 
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MR. PEHLE: Five million dollara went over on the 
aaae baaia. JDC aent it over to people that were negotia­
ting that they had more faith in, like Saly Yayer. 

YR. AAROOS: May I make a suggestion, Mr. Secretary? 
Why not have the license provide that the money can be 
releaaed only on the concurrence of' both tile War Refugee 
Board and the Treaaury'l . 

H.M. JR: No, juat the War Refugee Board. 

KR. DuBOIS: You can say just the War Refugee Board. 

H.M. JR: At the direction of the War Refugee Board, 

(Mr. Coe e.ntera the conference,) 

MR. AARONS: You auggest~d a separate understanding. 

H.M.JR: I would make it, "Under the direction of 
the War Refugee Board." 

I want to get you and Harry just a minute when Harry 
comes in--I want to know who is responsible for Forsi~ 
Funds around here, but I will wait until Harry comea ~n. 
But the thing isn't quite as simple aa that, Herbert. 
What they have been doing is kind of playing around with 
thess people hoping some would come out, and when they do 
come out--and I gather these Orthodox rabbis more or leas 
did thie on their own. 

L 

MR. PEIILE: .And they have their own means of cc:amunioating 
not subject to censorship. 

H.M . JR: They have, with the Germans? 

MR. PERLE: No, with Switzerland, and from there 
on . 

H.&l.JR: From here to Switzerland? 

KR. PEJU.E: Througtl the Polish Government . They have 
bean doing it all along, and we have ·never aeen fit ouraelvee 
to etep in. 
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MISS HODEL : General O'Dwyer last week told them 
t hey would have to carry on all future communications 
through tnis Government' s facilities , 

(l!r . V.'hi te enters the conference. ) 

H.M . JR: Harry, I have just one question, a very 
serious proposition of a l.icense to Swi tzerlana . I ll8nt 
to kno~with you as Assistant Secretary, who do you look 
to as being responsible for Foreign Funds? 

MR. V.HITE: Buzz Aarons and--no single person-- Buzz 
Aarons and Mrs . Shwartz and some of our people , ?fuenever 
there have been any serious questions now, I have aslted 
Frank Coe to look after tnem; and if tney do have anytning 
that is a policy question, wny, they will have to agree 
among themselves . Scrunidt is away. 

H.M.JR: You better tie this up, because this is a 
very--you can f ind out afterwards. Somebody here- -

MR. PEHLE: This was carefully cleared, Mr . Secr.etary. 

H.t.: . JR: It is not as easy as that . I look to V,hi te, 
and most likely\'.'hite doesn't know a darn tninf about this 
thing, and shouldn' t, about a million do1lar 1 cense to 
Switzerland to some Jews . 

MR. ?.HITE: I don't know anything about it. 

H.ll. JR: And he is responsible, and they write the 
story. It is White, Assistant Secretary--now, I want a 
olean- out directive, if you please, to protect yourself 
and myself . Who is responsible until Scnmidt gets back? 

MR. VffiiTE : As far as I am concerned, ~r . Coe is. 

H.l!. JR: Will you please get out a directive' through 
Charlie Bell in writing placing it on him? 

MR. WHITE : I will be glad to . 
• 
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H.AI . JR: And it ie up to you to try to see who is 
responsible. Do you know anything about tbis license? 

MR. COE: Yes . We bad a- -is this t he Jewish rabbi 
thing? We had a session, Buzz and--

H.A! . JR: Yes, but tnere are too many--it is my 
impression there are too many snort cuts . 

AfR. ~~ITF. : I think, Mr. Secretary, whenever there is 
a policy question involved the important thing is that all 
the people wno know about it and wham we have confidence 
in shall be in on the decision, and when there is a difference 
in tne point of view, tne matter is brougbt to your attention. 

H.M. JR: Harry, please get out tnis mornin~ a clean­
cut directive to Charlie Bell's office placing 1t on Coe, 
if that is how you want it . 

MR. \VHITE: We will get out an advance not1ce that 
it is caning out . 

H.Li.JR: And it is up to you, Frank. I o.on ' t see 
where ' Buzz Aarons fits in. 

l!R. VdiiTE: Legal . 

MR. PEHLE: He was designated officially by Schmidt 
as Acting Director. 

H.M.JR: In writing? 

lffi. AAROOS: Yes . 

MR. PERLE: The Federal Reserve Banks were advised. 

MR. 0' CONNELL: 
Harry White' s office 
with me . 

I 'didn 't do it, but it ' s done . 
asked me if it would be agreeable 

H.L!.JR: Supposing I llasn ' t the kind of fellow I am 
and I said, "All right, be is your Assistant General Counsel 
and if this story breaks tomorrow, it is your fault . " · ' 
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YR. O'CONNELL: I would not consider it was my fault . 

YR. GASTON : I tnink he's been loaned by Joe to 
Foreign Funds, design.ated as Acting Head of Foreign Funds , 

MR. 0' COtiNELL: And in that capacity he is on loan to 
Harry White. 

MR. \'MITE : We ell agree. atzz knows the most about 
it, and he wouldn' t make any decisipn without consulting 
the important people, so that there is every effort being 
made to avoid en unwise decision . I don't see how else 
it could be approached. Designating Coe as head of it 
doesn't solve that problem, but it's done . 

· H.M. JR: Put it in writing, end I em going to send 
word. That is all; you can go beck to Bretton Woods. But 
you make sure, Frank, that you are going to be designated, 
Who is your man? Who is going to be responsible for Foreign 
Funds? 

YR. COE: Glasser. 

H.W.JR: Where is tnis fellow- Aarons? 

YR. AARONS: Do you mean he is to be Acting Director 
of Foreign Funds? I have been designated Acting Director 
of Foreign Funds . 

H .~! . JR : I want to say to sanebody, with ell due respect 
to Miss Hodel--Miss Hodel can' t say she tells somebody in 
Foreign Funds--

MISS HODEL: I didn't mean to sound as though I were 
cuttinf around Mr. Aarons. I advised him I was going to 
do tha and also advised him that the license shouldn't be 
issued until it had been cleared with State, 

MR. PEKLE: Everybody checked thoroughly. If there 
is anytning here, the only question that can be raised 
is whether tnis ought to be cleared with you; that is the 
only queation. As far as clear ing with t he Acting Director 
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of Foreign Funds goes , it was cleared with him . 

H.M.JR: Was it cleared wi th Charles Bell? 

MR. PERlE : Charles Bell? 

H.M.JR: Why not Charles Bell? Isn't.he my A<ininistra­
tive Assistant? How can I keep track of all this business, 
the question of who is responslble--

MR. PEHLE : This license business~ 

H.M. JR: No, how can I keep all these things straight? 
I spend half my time unraveling these things . 

(Secretary hol<Sa telephone conversation with Mr. C. S. 
Bell . ) · 

H.M.JR : My Administrative Assistant is there to look 
after me and keep these things straight, and everybody over­
looks him, and then something like this happens, and when 
the thing breaks, I get it . You know that, John. Now, the 
whole purpose is to get this thin~ st"raight . I get every­
body in here, and then when rou flnd a story like this 
breaks and I try to explnin t as to who is responsible, I 
can' t say that Miss Hodel told this person that, and you 
have been loaned to somebody and all this criss- cross business; 
it just doesn't make sense . 

MR. PEhLE: No license has been issued, Mr . Secretary. 

H.M.JR: This is good luck. 

YR. P~E: Good luck knowing that was arranged for 
in advance, that no license would be issued until Mr . Grew 
cleared this thing personally. The lines of authority 
ought to be cleared. 

H.V. JR: That is all I am saying. Are you in agreement 
with me? 

VR. PEHLE : Certainly. 
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H.}!.JR: Wonderful. Put it through . I have got to 
get some kind of administrative procedure here . 

.., .. 
• I 

Now, as a result of this, the thing that I would 
like you to do for me--and I brought these other people 
in that used to have something to do with it and whose 
hearts are still in it, like Pehle and wBois, so they 
can advise us, altnou~l t hey have got other assignments; 
but that is why I brought them in . Please, ~iss Hodel, 
get me up a dossier on this thing, will you? It looks to 
me like one of the reasons we are in this trouble is 
because these rabbis have completely gone around us . Now, 
am I right or wrong? 

MR. PEHLE: They are very persistent . As you know, 
they have been driving Miss Hodel and General O'Dwyer 
crazy, and they certainly added same gray hairs to my bald 
head, but they do get around. But the idea is that that 
can be stopped. We have never wanted to stop it, because 
they get results . Is it risky? Sure' it is risky; this 
whole thing is risky; it is frau ght wi th difficulty. 

H.lf. JR: I agree it is risky; in fact , the story 
may break in the Chica~o Tribune . All I am trying to do 
is ti ghten up my own hnes so I knoYI. The trou ble is the 
personnel of the Treasury and l,','ar Refugee Board are so 
mi xed up I don't know which is which, and I want to tighten 
up my om lines ·so I ' ll lcnow what is happening within my 
own Department. And the trouble is that half tbe tioce 
they don't use my administrative office t o make sure tbe 
procedure is correct, and t hat is all I amasking for . l'.e 
are all overworked, but we have got to take time to get the 
red tape straightened out, and it is there to protect us; 
that is what it is there for . 

I want to think this t hing over and same of these 
questions of Gaston's, but after you get t his thing, I 
want everybody in the room to have. a look at this thing, 
and I am not sure thet we snouldn't ask the State Depart­
ment . I am just saying this: Stop this by-passing ~brougb 
the Polish Embassy. 

MR. PERLE: It is easy t~ stop, but it is a serious responsi bill ty . 
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MRS . KLOTZ : It is a terrible thing to try to do . 

MR. P.EHLE: It is something--

H.li . JR: Mrs . Klotz, it has got to be done. Tney 
have so much information they are going to get that , 
Who is going to be blamed? Are they going to s~y , "These 
Orthodox people are ~oin~ through non- censore d avenues 
directly t o Himmler, wn1oh is what they are going? 

lffi, PEHLE : In effect, and the person '1ho would spread 
this all over is the Office of Censor ship. The Office of 
Naval Censorship i s very reactionary. 

H.l: . JR: Somebody has spread this plenty. 

lrrt. PERLF.: They were r esponsible for ~eaks before , 
and they would do it now. 

H.M.JR: Vlbat has happened is that some kind friend 
has "come to warn me, but I give my word of honor I won't 
tell where--

MR. PERLE : It is a very bad story. 

H.M. JR : It is a ter rific story, isn't it, Herbert? 

~R. GASTON : They could make a bad thing out of it . 
This Polish thing worri es me a little . If Yle get infol'lllation 
officially that there is s tuf f in t he poucn that doesn ' t 
belong in the pouch, it i s our duty to stop that pouch and 
send it back to t he State Depar tment . 

MRS . KLOTZ : You don' t know definitely i t is happening; 
you have heard gossip, but you haven 't- -

MR. PE.HLE : Vie haven 't any official infol'lllation . 

H.M. JR: &It you made a direct statement, John, that 
they have a di rect way of communicating with Swi t zerland. 

• J.ITSS HODEL: They have admitted that . 
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MR. DuBOIS : We know that . 

MR. DASTON: If we are sitting on information 
that the State Department doesn't officially know, that 
the Poles are usin~ this pouch to tranmnit unauthorized 
information, that ls bad for us, too. 

MRS. KLOTZ : It is being done all the time, one 
hundred different ways . 

MR. DuBOIS: There is lots of that being done not alone 
for that purpose. 

MR. GASTON: I know. 

H.V. JR: That argument doesn't--the interpretation-­
! mean, the tning that you gave can be given an interpre­
ts tion that will make it impossible to i\o anytning more 
for any Jews . 

MR. PEHLE: That is true, ' too. 

H.M. JR: !nd because these peovle--I have had that 
argument of saving lives, and I don t have to defend my 
own position, but I think serious consideration snould be 
given to formally telling the State Department please to 
look into this thing. Would that be all right, Herbert? 

MR. GASTON : You mean Sta te , using the channels of 
information? Oh, yes, it is their responsibility. They 
are supposed to be responsible for all foreign pouches . 

MR. DuBOIS : Bear in mind that if you do it at this 
point, it bas been going on for about a year. 

li .M. JR: That doesn't make any difference . 

Miss Hodel, I am not in any way censoring you . 

YISS kODEL~ That is all right . 

H .~I . JR: But I am not , 1t is just a combination of 
a lot of peop~e , and you have notning to do with the fact 
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that the Foreign Funds thing isn't tightened up, so 
don't feel badly yourself; it is wholly in the Treasury 
War Refugee Board. · 

1!R. AARa-:s : It was my mis take, !!.r . Secre t ary , in 
not clearing it with you . 

H.b . JR: ~o, no, no . It is not to be cleared with 
me . I have an Administrative As sistant whose job i t is to 
do the t , end I have been trjJ.Dg to drive that into every­
body's head. The thing should be cleared with my A(}Qinistra­
tive Assistant, and i f he has any doubts, he comes to see 
me , 

MRS. KLOTZ : You are not talking about t ne issuing of 
the license . 

MR. GAS TOO : You are talking a bout ti'IO 
thin~s ; you are talking about organization, 
talk1ne about the question of the license . 

different 
and be is 

1fR. AARot>TS : I am talking about the 1~ cense . 

MISS HODEL: General O ' Dv~er and I informed you of 
t his , and I believe I told you wba t we Wf1re going to recom­
mend . 

H.L:.JR: Not that you v1ere l!'oing to issue the license. 
I don't know--I think it is importent enough, at least it 

is today. I don't know what I would have said yesterday, 
but yesterdaJ--I just don ' t knor. . 

MR. AAROOS : I had understood you Knew about it , 

H.M. JR: Up to the point you were going to put it 
in McCl elland's name so Musy couldn ' t touch it; that was 
t he last I heard about it . Is that right, .!!.iss Hodel? 

MISS HODEL : I thou~t we had advised you we were 
going to recommend that 1t be issued. 

H.M.JR: If you say so, I will take your.~ord, but I 
have too many t hings- -
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MR. GA ::.TON : \'iha t bothers me a bout the careful pre­oarations for paying this money out is it seems to put us, the ~ar Refugee Board, ri ght in the midale of a transaction which probably we ought to turn our backs to-­I mean, the \',ar Refugee Board and the Foreign Funds Control Division of the Treasury. 

},{}{. PEHLE: You can' t do it if the Treasury is going to issue a license . 

H.LJR: Two things happened. The Orthodox rabbis have gone and done this thing on their own . They get t he people out. They don ' t have the money, and then they go to the JDC and sal, "'he want nine hundred and twenty- five t housand dollars, and this fellow Hymen -- is that his name--down there? He says, ~!ell, we don't like it, but what can we do? " Evidently he hasn ' t been too careful who he has told that to . And they don ' t tell us . But if the thing goes wrong--and not only t he fut ure treatment of Jews in Europe is at stake, out the whole question of anti­Semitism in this country- - and I think that the people wno are largely to blame are these Orthodox Jews t hat have gone ahead and not tol d us . They haven' t the money, and then they go ahead and want the money . 

lrR. GA~TON : My impulse would be to put it up to a Joint Distributi on Coamu ttee, "Do you wan t to tran sfer some money to Switzerland for that general purpose?" All right, you do that, and l'o8 doq' t want to know v.hat you do with it. 

111{. ~BOIS: I would like to say tnis one t hing, that if we were to be concerned every time- -and that is ~itnin the last year--with what the refugees are about, issues like that, Mr . Secreta ry, we wouldn' t have saved a single soul . You have got to take those risks . ibat is a t errific job. There has been danger in so many t hings we have done . This is just an example of it, one example . 

· H.M.JR: You can't have three top ranking mambers of the Government on t he Board and not keep tham informed . 

MR. PF.HLE: No, they ou~ht to be kept informed . They ought to have carefully deta1led reports of everything that il going on . 
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H.M. JH: The only other thing is this - -well, anyway, 
you bring t his thing up to da te. Is it the general opini on 
here the t we snould call a meeting of the \',ar liefugee Boar d 
and put it up to them, t his license? 

~lR. PF.HLE : That is r igbt . 

MR. GASTON : I think so . 

H .1!. JR: Will you take care of t he. t r1ith l'leneral 0' Dwyer? 

MISS HODEL : Yes , 

MR. PEI!LE: I think at that meeting you ought to review 
this Ylhole seri es of negotiations and put everybody offici ­
ally on notice that the minutes show they know exactly what 
is going on. 

MR. DuBOIS: Do it carefully. They have been advised 
of it; they get copies of everything. 

H . lri . JR: Is the. t the way it stands? 

MISS HODEL: We will call a meeting. 

H.M. JR: Do you have any answer? 

MR. GASTON : No, just what Joe said, don 't make it 
appear as though they are getting t heir f irst information 
about these transactions now. 

H.M. JR: No. I wi ll have a little meeting before Yle 
go over there VIi th this same group again so I am thoroughly 
up to date as to what the situation is, see? 

MISS HODEL: Yes . 

H.L!. JR: I have got a t errific week, but if you can 
find t ime, I can make time, but I have got an awful schedul e 
this week. If you can get St imson the first thing in t he 
morning--
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lm. 0' COONE.LL: I don't see wny we snould have strings 
tied to t he money, eitner . I t seems dangerous to me , 

H.M. JR: The other t hing this informant told me is 
that the Russians were very much displeased wi tn tnis , 

YR. PERLE: Generally speaking, they don ' t like it 
at all , 

. MR. DuBOIS: Does the Secretary know of tnat cable? 

MISS HODEL: i sent him a cable which we received 
from ~oscow advising tne State Department tnat our Embassy 
there would not i nform tne Russians of t his particular 
transaction . 

H.M.JR: . I haven't seen it . Where is i t? 

MISS HODEL: I sent it to you the other day. I will 
get another copy. 

H.M. JR: This informant nas got all that information . 

YR. PERLE: That sounds like something tha t came out 
of the State Department, Censorship woul dn't have t hat . 
Somebody at State that doesn't like it is trying to- -

JlRS. KLOTZ: Sure. 

lffi . DuBOIS: I can almost name the guy . 

H.M.JR: Well, anyway, the only way tne Board can do 
the job is to be sure that it moves, as far as t he Administra­
tion is concerned, on a united rront, ·both Mr . Stimson and 
the Secretary of State . Now, we will see . 
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February 2?, 1~45 
3 :00 p.m. 

H.LJR: I hope you all brou.~;ht your ov.n ci l{arettes . 
If not, I r-ill make a r eeture . 

V.ell, I don ' t kno" how you are or~anized or l'.hether 
you al l speak at the same t ime, but I had hoped you ~entlemen 
would have a chance to meet with us here, and here we are . 
I will be gl ad to listen . 

MR . !lELL: I think Allan--

~iR. SPRO!!L: In the absence of our Chairman , 11r . Day, 
of San Francisco, I will make the opening statement for 
the gr oup, and I heve a note here to help me, because in 
speaking for twelve people and tryinp; t o synchronize their 
reports, Tihich they didn ' t do, r r . Boll, I ~ant to be sur~ 
that I speak what is their mind. 
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In our di scus~ions pri or to and ~uhsequer t to our 
tflk t~i th /. r , !3ell yesternay '· ~' can.e to c.bout tue follo1.inv 
conclusion on the enera l sue~tion of proceouJ•t! 1.ith 
respect to the ~event), '.ar Loan DJ•ive enuin~ u1 r.i th so:ue 
re ference t o t ne question of policin. , ~hich ~as perh~p~ 
tne first question v. ni ch ini iHlly su >.,;estea iht. t ~.e talk 
with you . \,e think, firs t , that unless an<\ until cha!'! : es 
are made i:l the . rive proced11re v.llich i n tne pr•t t ne.s 
involved specul a tive Sl\ i tcuinr sno inai reci bank subscrip­
tions because of the possibilities for tne crive ana ease 
in attsinin~ quotas, t he possibilities ~ill be rel~tively 
ineffectual . t e believe tnat the proposals for t he Seventb 
%ar Loan Drive which the Treasury now has under con zidera­
t i on •ill be helpful in t his respect , but their effective­
ness will be e-reatly increa sed by a direct offering to the 
banks to be announced before t he Drive, and t o be w.ade 
i mmediately after the Dri ve, to be accompf nied by an 
equival ent reduc ti on of quot&.s ol' non-b~>nkinf investors . 
~e also believe that ucder t he condi ti on s of the Si xth 
1.sr Loan Drive the policinp I"•BS not only relatively 
ineffectual , hut i t had other undesirable aspects . First 
it tended t o penali zA from o proti t and customer r oo<l-VIill 
standpoint thos e banks which tried t o cooperate v.i th the 
Treasury and l";l t h the Federal Reserve 3anks . 

Second, it 1.asn 1 t applied urifor:nly in all of t he 
Fede ral Reserve Di stricts, anct hecause of tnis combi nation 
of fac t ors v.e think it v.as pr oductiv e of ill-11ill as between 
the FJderal Reserve 8bnks end the cown er ciel banks and 
their cust omer s , and that this in turn reacted upon the 
attitude of many bonkers who are sn imports nt pa rt of the 
Treasury sales oreani za t ion . 

Finally we believe t ha t v.hatever tne conoitions of 
t he Sevent h \',a r Loan Dri ve the Treasury pohcy of policing 
possibly shoul d be decided on promptl y and con~unice t ed 
to the Federal Res erve in such form that i t can be made 
known and appli ed as nearl y uniformly as possible in all 
Federa l Reserve Districts . 

Being doubt ful of t oe efficacy of a policing program 
under drive conditionB, i t is our view that ection shoul d 
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be confined to, one, a ~ taten.ent t o all hanks by t he 
Secret ary of tne Treasury si:»llt.l' to that which preceoed 
the Sixth Y.ar Loan Drive; t\·,o, a certificate on t he 
subscri binf banK settinr. forth tne fact t ho t t ne Lank 
placi~~ the subscription ned no direct or indirect interest 
i n tne securities bei.ng pui•cnased; three, inE Lructions to 
the solline: ort;aniza tion v,hich will reach ao\\n into the 
local corr~nuni ty couuui ttees ; snd, four , sucn incidental 
inspections of the subscriptions 65 ~os si ble at the Federal 
Reserve Banks under drive conaitions . 

1\ ow, that is a ~eneral synthesis of the viev1s of the 
tMlvc Federe.l !teserve Banks as they have been reported t o 
you in more detail in the reports on t heir experience in 
t he Sixth ~ar Loan Drive , 

H .~! . JR : V1ell, Allan, may I say tnis first? I don ' t 
think you do yourselves justice . I think by and large a 
good job was done on t he policin~. I think thkt there are 
some districts which didn 't enforce it e.s strin~ently as 
others , but then nobody ever loves a policeman any more 
than they love the 0PA 8oard . 

PR. SPROrt. : Or the te x collector . 

H.LJR: Or the tax collector, but toe fact re.uains 
that with fifty lilillion taxpayers my mail is almost e nt i. rely 
free from coQ~laints . I think thbt is one of t he ~ree.t 
tilings of t his American public, the way they u re paying 
taxes . You mi r ht almost say they &re cheerful woen ~.e 
do nave to go out and enforce it . \.ell, v.e fi(;Ure that 
is \',he. t v.e are hi red t o do . Ana I frankly feel the t toe 
Federal Reserve Banks as fiscal agents of the Treasury--
the t is pert of the job ti:a t v.e mat expect of jOU to do in 
t his very difficult t ask we !lave undertaken through the 
voluntary program for financin ~ t he war , 

Now, on our part I tnink the offering shoula be of 
such a nature that l'le snoula make it as easy as possible 
f or you. I don't know whether it ca.me first in your 
report, but I don ' t take it tnat there is any ques t i on 
in the minds of you gentlemen that you a.re prepared 
again to cooperate ~ith the Treasury to carry out a 
policing job . I questi on Vlhether announcing e financing 
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for the banks in r.avance Y. oul a ease t he si t uation any 
if t he piece of paper l'•a s sufficiently a ttrac t ive t o cor­
pora tions ana i ndi vi duals t hat \.e v;oul dn ' l go thr ou£h tae 
same t hinb once more of having t ne hol ders of t hese 
securi t ies sell out in advance and then 60 i nto the banks 
and t hen go i n and buy durin!' the loan. I am sure you 
have other t hi ngs on your rn ind t han what you have said 
because I have been heering t hem for t he l as t mont h. Some 
of the t hings I am saying are j ust an echo oi 11ha t I have 
been heari ng fl"om some of you . 

1his que s tion of direct and indi rP.ct financinp--I 
tni nK that t he t hi nu would be very nice if y.e could no i t 
'Il l directly throurh the banks witn no indirect finencing. 
EY the t I mean selli nu out in advanr.e to tue banks end 
taen taki nr tnat money and pain' i~ fo r loans . dut I think 
tne t hi nr. t hat should count is \',hen r1e l ooK at what pro­
portion of t he secur ities enr.h yea r t he banks have been 
buying in proportion to t he t otal amount sol d--when ,YOU 

do l ook at tha t, the pe r cAntag:e uas beer. ~oi nt steadily 
down, 1·.hich i n i tself is encourar i ng. 

!low, whetner l'le set out t o Eell a f OOdl y ruh OUnt t o 
the banks in advance of t he loan or i lrd.edie tely follollinG 
tne l oan- - just h01·. much e!'fect that v:oulct he ve on tne 
ulti mate amount the banks \\auld have a t t he end of t ld s 
ca lenO.ar year, I f r ankl y don ' t knov;, But 1~hat ;.e do 
11ant wi t h your help very much i s t o see t hat the public 
buys a maximum amount of t ue Government securities, ana 
the banks a minimum . And I think if you l oo.c back over 
the l ast f our year~ the recor d for the f iscal agenci es 
is pre tty >ood. It could ne bet t er, but t he pr oportion 
in rel ati on t o the t otal amount sol d nas been steadi ly 
~~; oinr. do\m , So jus t what the answer is, I don ' t knO'i'l, 
I nould like t o discuss one t hi ng here with you individuall y, 
and t hat is jus t what you had i n mind, what the bank offflr­
i ng should be--direct ba nk offeri ng . V!e mi ~ht jus t go 
around the r oom. I would be curious to know what you 
people ha~ in mi nd . 

UR. GI I::t:EY: If I am to speak fi r s t , I v.ant t o s&y 
that I didn ' t think tne exact ~ount v.a s terri bl y important , 
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but toe round amount , l'.bich l'.ould take some pressure off 
that parti cular t hing, woula be desirable and useful. 

' 8 

MR. SPROtiL: I mi f>:bt say, 1/. r . Secretary, that we 
badn ' t di scussed actual terms of issues at our meeting 
up to today. We wi ll have a ,joi nt meetinP; wi tu t he BoHd 
tootorrow and also a meeting of the Open L,arket C')wmi t tee 
tomot'row at which all of t ne Pr·esidents will also be present, 
end t be question of the makeup of t he basket and the cou­
pons on securit ies , and so forth , will be discussed pre­
paratory t o a meetin~ ~ luch we have with you on Thursday . 
In our preliminary discussions of the possible bank offering 
I think ~e had in mind t he ceven- ei f.hths percent cert ificate, 
which is part of t he whole drive pr ogram, plus one and one­
half percent snort- bond . 

H .J'.~ : 1"ell, I tnink t he kind- -what you had in mind 
might make a difference . I fra nkly am going to have to 
be sold on this idea that the banke--bymakin~ the banks an 
offering it will lessen the total amount t bPt they will 
hol il st: t he end of t he year &.nd Also wi ll have any real 
influence on the corpore tions and indivi duals as to how 
much free - r iding they '<>ill do . I mean, you have got a 
ccr;~oration, and they think they can l!lQke some 111oney, and 
they ue poing to set out so many securities, and. it is the 
decision of the corporation comptroller or the treasurer-­
! think he is goin~ to m~P t het deci si on, and ne is ~ oing 
to cover, and t hen the banks are ~oing to buJ, but I thin~ 
t he decisio:J re sts witn the corporations rather than v.ith 
bsnks . That is Y•ha t I believe, and if I am wrong, I v1ould 
be glsd to be corrected. . 

l!R. SPROUL : Just speaking !'or myself, I think if 
you and we say we don ' t v.an t tha t sort of t hine., tha t many 
corporation treasur ers will not be so anxi ous to do it or 
so eager to do i t , and at the same t ime the b~nks have • 
prospect of an issue direct to them, and they Ylon ' t be out 
seeking t hat business as they have been in the pes t, en­
couraging corpora tion trea surers to do it . 

We a lso have in mind as s subsidiary objective, perhaps- ­
you may not sell any more to non- bankers, although Yle think 
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you will; but even if you oi an ' t, we know you are r oing 
to have to sell a cortain amount in one way or another 
to the banks, and it will wake for better feeling, a direct 
operation, if a certain part of v1ha t you ere !"OinR to have 
to sell to banks ' anyway will be sold to t hem at pa r at the 
time of issue . 

MR. LEACH : On t he pa rt of the banks tha t ha ve been 
playing tall with us as part of your sales or~anization--

H.I . JR: There is no a rp;lll:lent about that . Let me 
~et this thine strai cht at the beeinnin~ . I am ar,ainst 
free- riding . I have oeen ri~ht strai rb t alon;:-. /.nd I 
would like to les~en it . I mean, 1.e mi t;ht as 1·.ell call a 
spade a spade . '\'.e had all ltinds of trouble in Atlanta. 
And t his lhst time, i f I have been info~~ed correctly- ­
and if not, I would like to be tol d so--Atlanta 1 oes to 
the other extreme and sudaenly Rets very tough. 

hllt. r.JJ.:BI..E: t1hi ch wa s ~ood . 

.MR. McLARJN : I wanted to see what kind of job could 
be done . ~bile I don ' t have t he figure~ the subscriptions 
~ere turned down under one hundred and sixty- three m1llion 
dollars, but I would euese ninety percent of t hose sub­
scriptions were indi rectly for the benefit of ba~ks . 

H.l l . J R: '~'Well, J.:r . ~' cLarin, fo r my benefi t , are your 
banks in your aistri ct sore at you? 

l~R . L:cLARIN : They are sore to the extent their 
pocltetbooks were hurt, and some of them were sore enou~h 
tow rite t o Senators and complain t !ls.t they are not go1ng 
to buy any Government securit ies as long as they have to 
pay a premium for t hem, and we wouldn ' t sell them to them 
at par . 

H.M. JR: Well, the answer is they are sore . 

HR. ~cLARTit : But that is only a drop in the bucket . 
A few of them are sore; moat of them saw the reason for 

, 

Regraded Unclassified



0 

() 

0 

- 7 -

the Treasury ' s position and our position in the ~hole 
pict ure, and they rather s~npathized vith us . 

H.!.I . JR: Then you are not personally disturbed? 

!lR. l.'cU.Rn. : I am not l'.bat? 

HY. JR: Personally dis tur!led? 

I!R. J,1cLARP' : I suppose I am; that is what I ·e t 
paid for . 

I'lL l>/.1/!f'. : I nant to say, ::.r. ~ecretary , that J 
don ' t think thi~ is so much a ~uc~ tion of member banks 
eirection as it is a question of equi t y in our a~~ lin~s 
wit!l member banks . ' .. e -e t cooperation. 'ihe peorle 1.e 
reelly brusn off are tt.ose 1•.ho tried in ,;oo'l fai tn to 
cl'mply ni t il toe spir•i t of your letter and Mre aoing 
v.hat v,e asked tnem to oo, but l'> hen the others 1·.no v.ant to 
get by ,.,i tn somethin,; send in e list of subscri !Jtions 
which per haps the banker chairmen of tnese count~ conw1i ttees 
or the State committees have Mrked up with t he ~uaran tee 
t hat if you don ' t ;vent to hold them we will take them 
over , it is extr emely difficul t to ~ et back of them in 
the esse of inctiviauals unle~s they- are officers or oirectors 
of the bank, in which case you can detect it and put them 
on the spot . 

Our thou jrht v.es t hat v;e approved what v:e understand 
to be tne Treasury' s t hinking as to keeping t hat short 
bond out of the corooration offer . I mean , without ~oing 
into detail it \ISs a ssumed tha t we did appr ove all of t he 
~ood thin1s the Treasu ry was doinp and would make it 
easier . I think that \'iould help e P"reat oeel. Jt reduces 
the pr oblem to the individual . ' e thou£ht t ha t in handling 
the 1ndi vi dual if \,e coulu sr y to our hnkers , "t.or. , look, 
the Treasury isn ' t ~oing to compel you to ; o in ana pay a 
premium for the amount of financinr you have to do dJrectly, 
anyway," it v.ouldn ' t increase the amount of that hank' s 
subscriptions because there isn 't one of us t het doesn ' t 
agr ee wi t h you one hundr ed percent that the maximum ernount 
of your financing mus t be done in non- bankinr, circles, and 
we 1\ant to 1.ork with you in thet Vlay. 
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H .J . . J!l:: Chester , let me ask you s que~ti on . Could 
we sort of di vide t l1is thin~; up? \,e are ~oing to have a 
di r ect bank financinr; accore~in •· t o size, I n•ean, favol"in~ 
t he sualler banks . I don ' t knor. ju s t ;.here tl.e oi viaing 
line 1.oula oe accordinf to tne size of: tneir derosits . 

i..R. Ll/.VI~ : I tnink ;;ou coulo ao it . You have in 
tne rss t allov.ed each bank, say, a certain ruJtount of tr.ese 
subscri pt ions that M re c;oinr t o be a llOI'<ed . ~'ha t v. i ll 
t ake care of t ne r.. all banks strai ght across tiLe board . 

H.M. JR: I didn 't mean it like tha t , pull s figur e 
out of banks . Banks of five million or less deposits 
will be pPrwitted to have up to five percent &IJa in , just 
pulling & fi gu re, of their aeposi ts t hey can i nvest i n a 
security . 

£ffi . D/.VIS : At t he mar ket without pr emium? 

H .~ : JR : At par . 

~fR . DAVIS : Yes . Tha i will take car-e of t hings 
nicely in our district . Other districts where they 
have lar<"er banks, \',here the banks run lar er, mi. eht not 
f eel the same way 11bout it . How do you feel i 1 !lev; York? 

L:R. SPROl'L: I r.ould have some c;uestion about your 
justification you coul:l make fo r sepe rstinp the sheep f ro.J 
the ,;oa i s in an o!ferin~: of Government securi ti et throu'Ch 
banks . -

H.1". JR: I 1•.ill give you t he explanation that I have . 
The only explanati on tha t I have is this : Af.8 i n for 
argument IS Sake let IS Say \'.e had a One end 00e-half 
percent securi t y in mi nd, and say v.e are offering t hese 
to small banks, whatever t ne distincti on of a small bank 
is, t o help tham meet the expenses that they a ~e incurring 
due t o handling t hese v.ar bon as without che rging the 
Government anyt hing, and the big bank can t ake i t in its 
striae and the small bank can't , 

MR. SPROUL: Well, t he bi g banks , of course, are 
doing a tremendous amount of VIOrk, too, for t he Treasury 
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in connection with r1a r bona ari ves , ana t he earn! 11 s of 
t he sntall benks are oe~innin,, Lo corue up nov., rela tively, 
to snow a favorable position us \.ell as the bi~ banks . 

H • .L JR: Nothinl' like thej should. pro]Jorti ona tely. 

~'R . SPROIIL: In our fi <>ure s for th e last yeer tl1e 
small banks snowed up ve r•y WP ll in connection 1 i th t he 
bi g banks . 

H . ~' . J:\ : In your dstri ct? 

/.~ . S :ten.: Yes . 

t:.•L DAVIS : Ours did, all t>Xc-ept ver J smell t-•wks . 

k .. . J l{: \,bet ao ;ou cell e V.:l'J SJiall bank'( 

JIR, UAVI5 : Under . ive hundred thousana resour•ccs . 

H. t ... J R: Do ;ou ue.ve m~n.(t 

WL DAVIS: There a re a l ot in tue Ei &hth Di strict , 
yes , si r . 

H.! . J!l.: I realize tnt t if a bank ri t h one bun<lred 
million dollars of deposits puts ho ot• t!U'ee of t uei r 
people to wor~ on a t hing like tni s , it takes a r oodly 
portion of their bank cler ks, Lnd tney aon 't get paid 
for it . It would hel p t nem . llu t those hre some of the 
things J MUl a like you people t o think about , because 
that would influence me much more than sayi ng

1 
''.'.e v.i ll 

s tuff you full and then give you i ndi gestion . ' I don 't 
knoVI whe t her it is apropos, but did you tell that s tory 
about the hogs? 

lf.R. GAMRLE : 'l'hat was i n t he American Banker, so you 
can repeat it . (Lau p-hter) 

k .l . JR: There vtas a farmer who \'ISS fettenin y e 
couple pigs for the marke t , and they wouldn' t eat any 
more and they l'lere pr et ty fa t; one of tnem put on only 
a feYI mor e pounds . Then the fe rmer put two thin pi gs 

( 
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in thet•e r.i tn theJ:l, and, of course , they ate . The fa t 
ho~s couldn't see tn~> thin ones eat , so they st: r•ted to 
eat , too . (Leu:;hter) You oidn ' t t ell the it 1.e~ in the 
American Banker . It i o all ,•i , nt . 

l.:Jt . r:.AJ1 BLE: That ~as apropos . 

H.t .. Jlt: But those are some of t he t nin, s . The 
other• t ning is , I v.isn ;;ou peo~ le woula talk about 
the insurance companies, ho1•. serious it is that they neve 
tv10 end one-half : ercent, ana if \,e do that , \.e do it only 
up to tne amount of visible cash tnat tney have on hand 
plus possibl; lettin t he ... subscrihe for \,i:J.at tne¥ could 
prove y,ould come in during tne next toree Clontns , t.na tne 
same for the mutual sHin •s ban,<;s, ana limit it in th~> t 

' 

\\BY to t hose Kinds of instutitions that are really aepositories 
of the people ' s savi nr 11 , but the ~ubscriptions Mula have 
to be I'll t hin the amou11 t of whet money the~ had or they 
could prove would be coming in dur ing the next three months . 
Those ~ re some of the thin~s thet a r c bother ing ne . 

Do you went to s'l.y eomethino-, ~.' r . ~ell? 

l'R. P.ELL : 'Ine one thin~ thPt i• hotherinr me on 
the bank pr oposal to hll.vc en offerinr t o the hanks--
\ culdn ' t v.e ~et both t r.e banir offerinz end aho r·et the 
S\'litchin• in the n.arket ? And I.e n:i r-ht ~et a r ood detl 
ll'.ore than 1·:e r ot in the last drive . You s eew to t hink 
''e r.on ' t !"et ncy wore , una 1\C mi ·hl : et a lot less . I ~ 
afraia 1,e would , et a lot uore . ..e v.oulc ,.:et all of the 
sv.itching t hat took pl&.ce , anyhol'., plus \'. :-11! tever v.e offP.red 
to the banks, if that is thrf'e or fou r billion dolls re t 
Insteed of givi ng nine billion dollars benk pa rti cipation , 
~e ttv. elve helve or thirteen if that is posSlbh . . 

1'R. SPROITL : Our judgnent v,ae t hd it is a pofsibility , 
hut a remote one, that tne more likely thin!' ie you would 
~et much less switchin~ tbnn you had had befor e, and that. 
the worst you coula do woula be to sell as much to tne banks 
di rectly and indirectly as you have before, and you might 
sell less to them i ndirectly than you have before . 

l!R. FELL: That i£ on the assumption, I take it , 
that a great deal of t he bank part ic1pation ie done e t 
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the su~~estion fro~ the benk~ th&t tney ~ell their 
securities to them ra t.her t~>an coming from tne hold;;rs 
of securities . 

MR. S:PliCIJL : Speakin( fo r u.y OVID district, i i cau1e 
both ~ays in the last ctrive, banks sug~estin P to holders 
that theJ sell ROd buy, and on the other hand, some of 
the sharper holders mekin ~ their first move . 

!~. OJ-VIS: Dan, couldn ' t you rr.eet that in p81't by 
your rlan of v.he t you h11 ve been consi aering, offering 
marketable bor. •f ~ t ~orpore tions? 

}'R. tl!:LL : That ':oulr. meet that end of it, but tna t 
still wouldn ' t keeo, say, the insurance co~penies from 
sellin~ out their ho ' s and ~oin i' into the tv1o t>nd OM­
quarter or--

L~ . DAVIS : The banks coulC.n' t come in any buy lwo 
and one-half ' s , 

1.R. f!F.LL : 1'hey could buy t ne h o ' s that they now 
own a nd t ake cash and subscribe for the two &nd one- (iuarter 
in the drive . I a pp reciate thot if you ~eep up this 
nlan, they v.ould r un out of tv.o ' s ana S1.ort securities . 
lt is only a one-•ay street , hut the~ coula s t ill do it 
for a large volume of securities . 

~it . Dt.VIS : \1ouldn't the Secre tary ' s sugl!;estion tnat 
you limit tne insurance purcneees to the !llr•ount of your 
money plug tnat gap? 

MR . f- ELL: Tha t v.ould hr-ve a very good effect . 

~m. S PROPL : It would take the st een out of the 
insurance co~panies ' desj re to sell and buy . 

lm. ~ELL : But I think the Secr et ary' s suy~estion 
wes more t o the two and one-hPlf ' ~ as I understend it . 

t:R. SPROl•L: If tney could only P'et two and one-
half with accumulated funds plue some future sccumulations, 
they r.oula ha• e nothing to buy r.i t n th"e coney they hPd 
received frOi!l sellinc t he two's . 
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J,'T(. tJF.LL: llnless we left t he two end one -quarter 
ooen- - we would rut the SMte restricti ons on the two end 
one- quarter, ana then you ~ould h~ve control . 

H.l . Jit : I don ' t 11ant to<> n.uch crt>di t . or tud icea . 
It came fro~ the oen on my ri?ht . 

tR. S?rtt-1 L : , e h~d sw..e fairly substantial Lrl'ns­
actions v,here tne i nsurance co;n j any \',anted to sell and 
\',here t he banks met tuem more t tan J.a lf ~.ay , e. r. d t hen 
tney ;,ent out and. made deals to pay olf tne mai'Ket to re t 
t ne securities end. ge t t he war loan accoun t. 

t:R. I~ELL : Yes . 

H.!' . JR : This i dea of sort of '!JUttiny insurance 
companies , mutual s hvin. s banks, ana ott er institutions 
of sil1lilbr nature as depositories of people ' s savin,.s 
on a quota basis and then r;ivb,; them sornet!.in~ attractive 
to buy so that tney Vlon ' t upset their structUJ'e too wuch-­
I mean, I would be intere sted in exploring t nat . 

1llt. SPROUL : It strikes me as a br i ght idea . 

l:R. DAVI~ : It v.ould take 11\".&Y the opport uni ly end 
incentive to sv.itch for t he seke of ~ettin !' your picture 
taken and handine: over a bi ;t check . V. e hdi some cases 
like that out t here 1·.here they 111ere just sv.i tchinr money, 
bu t t her made the paper s every tioe . 

I.IR. ~FI.L : \'ill t hey P'et their pictures in the 
paper every time? 

l~R . Dt.VJ~ : Tha t is ri r.ht. 

J.:R. 'JIU.EY : Savi or s ana lo&n associations and everybody 
subscribin,; equal to the amount of their entire Hsets in 
sOCle cases . 

MR. BELL: This policing is not just a fiscal problem, 
is it? It is not so much A manpo11er problem & t all . 'I'he 
objections you raised to it are largely on~$ Allan mentioned, 
ill- will, and so forth . 
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Jffi. SPROPL : The manpo1.cr PEpect enters i nto it in 
the midst of the arive w11en subscripti ons ere con.in.; in 
in great volumes ana they have to sO over eact1 one and 
check it thoroughly anu carefully . 'lha t would require e 
considerable increase in staff . 

UR. McU.RIN: We had one last time . 

H .~· . JR: Li r . Gamble? 

L.'R. G./ll' FlLE : There ere ho tninr s , ..:r . Secretary. 
I f athered tuese ?entlemen feel that t hei r pans that 
v.e hed unaer di~cussion are a definite s tep for1.arc , 
the elimination of the intel':llediate bond fran t llf! cor­
porate bRsket , t he stenpin ~ up of indivi dual sales plans 
for ~ettin;. four billion dolla rs . And it i~ more then 
just a statement , because we have very ten"'i ble plans 
for ~etting tuet four billion , and I don't doubt but 
•hat ~e will get it , can ~et lt . 

V1ith res!Ject to the free - r idi nr., \\hat they he ve 
to cey about it is not especially disturbinr , [ r . Secretary, 
because tner e ere problems thet exist, end 1~e recoi'nize 
them . Indica t ion of a v.illinrne~ s to meet boose problems 
is encouraging because I tnin~ •e have to, ~e uia eliminate 
some . \',hetner tnft 1.as just 'the iaee that something V!&S 
oeing done about it--four or five nundred million oollars 
V~ere elin.inated--or l'•hether it was tne actual policiny 
that aid H , t uere was that lltUCll pulled out last til.oe . I 
don 't know v.hether certification 1s the answer to it, but 
I thlnk we ought to aiscuss tuat , presentation of a finan ­
cial s tatement with the epplice.tion, or vmatever it is . 

plen 
have 

Some additional st ep 
adopted which should 
in policing a job . 

should be taken and a uniform 
ease most of t he problems you 
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1'!L r cURH : I think the ~ecretary' s letter had more 
to do ai t h it than anythin~ else . In the first place , 
that brought in ei}•hty percent of the banks voluntarily . 
&tit is t he f· roup outside of that th! t you havE' to >.etch 

closely . 

1. tt . Gf\l .. BL!':: '!'hat is all I have . 

H,J, . J lt : Mr . Httlls'( 

~H . HAAS : I have nnthing to say. 

H •• ; . J n : Ti ckton? 

r't. TICK'·~ : i o. 

H.M. Jit: 
is as far as 
for the next 

I am not quite sure just v.na t tne schedule 
tnese Gen tl~nen end ourselves are concernea 
tv:o days . \'1hen ao we meet af;ein? 

!.!R. P~LI.. : Thursday nfternoon at. three o ' clock with the 
executive coiiUlli ttee of the Open l:e rket Committee . Thes e 
twelve Presidents , I understrnd, end t ne Board will meet 
tomorrow, end they will have a meetinn; t orr.orrow afternoon 
of the executive committee or the Open H r ket Committee . 

rR. SPRn, : It will be all m!xed uo; r.e dll l e 
n:eeting all of tanorrov: and the next <iay: 

~a. E:LL: 7he c=ittee that usually come~ over to 
see you v.ill oe Mrc Tnursaay e.11n give you I'PCOllllllenaation& 
on the Seventh tar Loan baSKdt, as I u~aerstana it. 

MR. SPROUL : If the electioneering I ha ve 
well, Mar r iner and I \,ill be over representin t.: 
(Laughte r) 

H.1f. JR: The t wo of you will be over ? 

Clone --oes b . 
tne comn11 t tee . 

~m. SPROUL: Representing t oe Open u r ket Conlllli ttee 
and the Presidents of the banks ~ho ~ill have set in on 
discussions of the Open A.a rket Coltllli ttee tom orr ow and 
Thursday morning. 
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H.: . JR: You ana . arriner v.ill ... e in B.JJ'ee .• ent? 

:.'R. SPROUL: I hope so. ~ometimes v.e tore , !>I'd 
sometimes we eren ' t , 

H.U. JR: Isn ' t t hat a little aiffe rent? Don ' t I 
usually meet Vtith the executive conuni ttee of t he Open 
~' arket Committee of the FPde ral keserve Board? 

::k. SPROUL: Be.;innint perh~ps a .;ear or so 81'0 1.e 
sugp:sted that 1. arriner ana I 1:-e delege ted to come over 
to speak for the committee . 

H.t .. JR: I am a yeer behind times. 

'.'~. "'"'LL : I think last sprinf , or tocetime in there , 
it ~as SUR~ested . 

H.r . JR : r.ben are you people meetin.l'; on Rretton '!.oods? 

/.:IL ~PROl'L : \.e hed it on OUI' l) l'Of r am this oiiOrnin · , 
not t he idea of Bretton l.oods, but 1er;islati on for imptes .. ent­
in · it and t he possi ble pffects on tne Federal Iteservc 
System, on our aorr.eslic credit policy . ,,e • .. eJ•e unable to 
sti r up much discussion on tho£e t~o aspects of the 
ques tion . 

H.L:.Jit: I see . \.ell, no1. , there is notnint, n.ore 
you r.ent of me right al·.a, , is there·? I think T ~.ill 1.i th­
drs\'1 tr.a leave you in control of t t.e room here . 

~R. SPhOL~ : If tnere is any inaiviuual Presiaent-­
~e aon ' t often get a chance et the Secre tery- - ii' tnere 
is anything he wants to say to bin,, no11 t his is his cnance . 

I guess no one hes anything to say. 

H .~ .JR : I • ould like to s~y that I really e ppreci ~ t e 
whet the Presidents are doing; I reali !'e it is a tou ;~h job, 
end v.e lean very heavily on you duri n~ t hese v.e r loans . 
Talkine for myself, I am more than pleas ed 'l'i th v1ret the 
Pre~idents have been doin~ ; I have no su~~e~ tiont or criti ­
cisms . I only he ve prei fe . If I ned anythin"', I l\ ould 

.. ._. 
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say so, but tbere if ren.1..lJ nothin~ I 1.ant to S6~ r i ·ht 
now other t hen thank you . 

!.ll .. Lt.:/.CH : I I"Olllcin ' t 1 ent to leave the in.preseion 
i l 1.es e widesprea d practice fo r banks t o r o in ana buy 
•er loen sccounts . I saw notnin~ of it in our aistrict . 
~· o bank in our distric:t Ot'i ••i na te<l that. !t v. ~t mot•c of 
a spotty situation tha n l •enernl si tuftion . 

H.J' . JR: Sni<icr'? 

:'!L 11"/.Clf : Srotty . 'e ~el'. ncthln,. of it in our 
di •trict. 

L!t. Q!:LL : Jl l'.es tnt•eaa i n tnu S'xth ... ore thfn in 
t he Fifth ; it st~rted in the Fifth, but spre•d LOre in 
the 5ixth . 

H . f. . JR: I r.on ' t ree you (P.ntlen.en t. a in, is lhl t it'? 

I'R. BELL : You v.l.ll see some of them . 

1:R. ~ cURIN : t \\OUld like to say one thin !!' . \' e have 
been talkin!; about alllhe reports you got thc:t 1.e aiun ' t 
sppt'eci~te very much tlte feelin~ tbe.t ~es beinl &r oused 
bet1~een tne banKs ana the Feaerel :teserve Preddents - -sna 
the Federsl tteserve or. ani zetion . '>!lat is not lhe v.ay 
ruost of us feel about it , end I Kno1. I aon ' t. The thinK 
that botners me about the policine is that tne people 1.no 
cooperate r.ith you don 't. need eny JOlicing, ena a lot 
of the other people "et by; so in tne 16st enalysie ~hat 
bother s us is ~~~ penalize people ano cooperate • i tn ue 
rather t oan people v.no rio nol cooperPte r:i t h us . 

!:R. DAVIS : I don ' t know v.hether v.e can r et th~ 
individua l s unless their names ere in the hank directory 
as officer s or di re ctor•s . Just \\hen there is a bunch of 
indivi duals who come in and the hankers certify that they 
ha ve, or t ell you that they ere people of means in the 
collTlluni ty who could afford to buy- - there isn't o.ucn • ou 
can do, but the banks can pad their subscriptions that 
I•&Y and excuse it to :..e by ~aJinb they won 't let us by 
them direct . ~hey can just ro into the ma rket to buy ana 
pay e premi~ for thew . This is the only •a) out, thet 
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is why I tnou;::ht di rect fir.ancinv- - that i~ certainly not 
bir enou!'n to ef se :,our pres~nre and your ciri ve on 
inclividur.h and corporationE . 'tha t hes to he kent up. 
!L houl d take lll•llJ that scmbhnce of an excuse whirh lhe 
banks have to object to t o defend their inaii'ect purcuases . 

,.,!{ , PFJ..L : It is pre~ ty ho.J•a to tul'll t hew ticn.n t,hen 
JOU "'now the 1l1lln ila s a R sets with wni en to pay i or sub­
scriptions if he aants tore ~ ~·uless of anere ne ets his 
DIOnej , 

L::t. D/.VI!:. : Last tl!ile 1 e turned ao1m tne Pr•esic..en t 
of one of the J:ation&l 'laMs just aero~~ h:e river ,,nos e 
subscri ption hobbea up in three or four of tue ouUying 
banks in St . Louis . lie could (;i ve you a financial state­
ment by count ing in the bank stock he o~~ed, maybe seventy­
fi ve thousand dollars, but tne et;bre ..;& te of tue bU oscri pti on 
in t here 1\& s probably f couple uundrea tl!Ousena ao!lel'S . 
He has been <{etting by vd th tua t ell tne way tnrouph, and 
i t has been a nice little source of income t o him. 

MR. }!.cLARIN : r will :>-,ive you another example . 1'/e 
had a regu lar customer for ten yea rs , and ell hi~ family, 
r.randchi ldren, dog, and horse- - ( LauP'h ter) he we s at home 
1n bed snd had been sick for P month or tv.o . !1is broker 
came and said, 11

\ ' e have ;rot one mi llion dolls rs ce c!l to 
this men 's credit, end ;.e \\en t to buy some bonds . 11 

r seid, "i' ell, you have r•ead the letl er t hli t v.as sent 
OUt. II 

He said, "ho1. wany 1.i 11 j'OU sell me?" 

I said, "I think 1·.e \',ill t&.<e one hundred thousanrt 
ctollars . 11 He ,,anted on11 n•illi on dolle rs, but 1. e sai a 1. e 
would l et hirn have one hundred tnousend. 

MR. BELL : He probably sold thOse, too . 

MR. 1:cLARIN: Oh, yes, theJ were sold . 
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H . ~!. J a: If ctu !'in~ l he de¥ or tomorrow anytime you 
r entlemen would like to meet v.1 t h me, I v.ill l>e Rveilable 
on short notice. 

. 1 

Regraded Unclassified



. . 

0 

( ) 

0 

HMJ r : 

• Opera t or: 

H!!,Jr: 

Secret.,ry 
Stimson : 

HMJ r : 

S: 

H!~Jr: 

S: 

H!~Jr: 

S: 

!i!4Jr : 

S: 

H!I,Jr: 

S: 

HMJr: 

s: 
HMJr: 

5: 

HHJr: 

... 
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February 27, 1945 
3 : 1~7 p. m. 

Hello . 

Secret a ry Stimson. 

Hello . 

H!'llo. 

Henry talki ng . 

Yes . I called you up some time ago because you 
sald this was a n i mportan t thing - - a hurry. I 
could have t aken you on -- I can take you on unti l 
f lv e o ' cl ock , but I don 't know whet her I can ge t 
thr ough. 

I'm a fraid I don ' t know what it is , Harry . 

Oh , I got a me ssage trorn you 

Yes. 

that your Mi as Hodel of the War Refugee 
Board .•. . 

Oh, yes. 

.. . . t elephoned th~ t you s ta t ed tha t a ma t ter or 
the utmost i mportance hod come up Pnd though t 
that a meeting should be held this week. 

Yes , that' s right . 

Well , tomorrow I have got an engagement a t twelve 
o ' clock. 

Yes. 

And I could-- I could • ••. 

wen .. .. 

... . have a shor t meeting earlier, but I'd wan t 
to get away by half past eleven. 

Tomorrow'/ 
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Tomorrow I mea n. 

Wha t time . . •. 

Well , I could - - I have a mee ting Thursday -­
I ' m pretty full because I've got two mPetings 
I 'v e got a press conf er ence and another meeting 
right after i t, eo my mor ning is chuck full . 

11lhRt time do you start i n the morning? 

Well , I don't think you could - - I sta r t with 
my o ther engagement at eleven- thirty. 

Well , I menn how early to~orrow morning -- you 
couldn't do 

~e trouble is about tomorrow is that Grew aga i n, 
I think , is busy early . 

Qrew? 

Grew. 

Oh , wi th you? 

rllia t? No , not wi th me . 

Oh. 

But I had another engagement befor e -- it ' s not 
on now -- w h1ch I wa s to ~ave w1 th him a nd he 
couldn't come on account of something else. 

Oh. One of the troubles is O' Dwyer is not here 
today. He doesn't get in unti l tomorrow. I could 
change mine. I could come this a f ternoon, but 
O'Dwyer wouldn ' t be there . 

I see. 

I -- I 

~Jell , t here' s no use doing that. Grew woul dn't 
be here either. 

He - - they tell me he ' s 1n bed, I think. 

Yes , he ' s s1o.k. Well , oossi bly tomorrow afternoon. 
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Tomorrow aft er n on would be oerfec t f or me , and 
he ' ll be here. 

\~ell , I' ll try that . 

Whe t time would yQu suggest? 

lo/ell , thr ee or thr ee-fifteen. 

Either one . 

All right . :olell , I ' ll see if I can . 

Sey thr ee o ' clock? 

Three o 1 clock make it. 

l1'ell 

Yes , yes , make it thr ee o ' clock. 

'1/her e would you like to meet? 

Well, the - - I -- the message said that you woul d 
come here, but I ' l l go to you 

No •••• 

I' m perf ectly willing. 

.. .. I 'll be gla d to come to you. 

I was thinking of arranging 1t •.. . 

Hello? 

Yes . 

I' ll be -- now, should I try and ge t Grew? 

Well , if you can -- if you can get Grew tomorrow, 
I 'll come to you. You 're right close together 
there. Tha t's simpler. I can come-- make i t 
about three-fifteen so I ' ll have time to get over 
there. I'm busy up until three o'clock. 

Well , l e t's see-- no , I'll be glad to come to you, 
Harry. 
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(Laughs) 

Those t hings a r e ..•. 

Well , you see if you can ge t Gr Pw then, ano come 
here a t tha t time. 

At thr ee? 

Yes . 

I ' ll I 'll see it we can ge t Mr. Grew. 

I Oon't know what it ' s about. Do you? 

Yes , it' s a question ot a l icense t hat we 're very 
anxious to have the Board pass on itsel f. It ' s the 
whole-- it really is •.•• 

J 

Wel l , I wonder ed ~1hether 
thing like that, whether we 
a meeting. 

it it's a paper or some­
couldn 't do it without 

No . I -- I - - this ls something that -- that I 
t eel should be b rought to the attention or the 
Board . I don't want them -- I don 't went t he 
staff to move on it unless you and Gr ew are sati s­
fied. I 'll be ~lad to have t hem pr epar e McCloy in 
advance if you d like them to do tha t. 

Well, if they would, it would be -- they could do 
that. That would save us a l ittle time on it -­
for me . 

I 'll have them prepar e McCloy . 

Yes . I' ll have him come in ther e too if he can. 
I don' t know if he ' s t r ee, bu t I guess he 1a. 

I ' l l have them contact hi m. 

Yes. All right. 

Thank you. 

Thank you. 
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Hello. 

Cha irman Eccles. 

Hello. 

Hello . 

Marriner . 

Yes , sir. 

How ar e you? 

Pretty good , sir. 

February 27 , 1945 
4:17p.m. 

Good. Har riner , I understand I'm goi:'lg to IDePt 
with the Open :·~arket Committee on Thursday afternoon. 

Well, I thought i t would be Soroul and I. We 
haven't me t wi th the Committ ee yet . ~~at we 
want to qo is before t he meeting we ~~anted a 
chance to mee t with the Commi ttee and have them 
indi cate what they wanted to recommend, and then 
we would like to meet wi th you and convery t o you 
the vi ews of the Committee. 

Well, i f you have no strong objection, I ' d rather 
go back to the old system of -- for fairly obvious 
r easons, right now. If I'm not plai n enough , I' ll 
make myself plainer. 

Yeah. You mean have the - - have the full executive 
committee come over? 

You used t o have the executive committee. 

That ' s right. 
t here were so 
you know. 

Well , the r eason for t hat, of course , 
darned many of us t her e t hat we took 

Well , I'll be f r ank. I just don ' t want Sproul to 
have all that power. 

Well, he don't have it. ~/hat we'll do -- he won't 
have it -- what we will do is put it in writing . 
See? We'l l come over as we did before 
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Yeah. 

.... and pr esent to you e memora ndum that will be-­
that wi l l be writ ten and will be t~e action ot t he 
committee , and it won' t necessa rily expr ess Sproul ' s 
views. 

Do you mind -- do you mind it t he old groury comes 
over? 

Well , I don ' t mind it, but I-- t ha t-- what we 
did before was what t hey preferred, ot course. 

1</hlch way -- which did t hey prefer? 

They pr eferred to have -- write u~ t he ~rogram -­
see , it wa s t he Executive Committee itself t ha t 
obJected to coming over. 

Oh. 

They simply said , 11 We go over in a bi g grouo and we 
talk, and we would sooner discuss t he thing and decide 
the progr am rather t han go over and each ot us t alk 
end when we ge t through, why, some have exor e s sed 
apparently differ ent views; and what we would prefer 
to do 1s t o put down th e vie>~s of the Com·~ittee in 
our own records." See? Make a motion for whataver 
we do and write it uu and t hon let Mr. Spr oul , who 
the banks would want to represent them, and I would 
represent the Board, mer ely uresent to you the views 
the conclusions that t~e -- t ha t t h e meeting had come 
to. And it doesn 't-- it isn't necessari l y our views 
at all. It may be comoromised views. 

Wel l , l et' e ge t t he r es t o f t he country i n on this 
thing . There's too much Now York . 

~iell, the res t of t he country -- t he r est o t t he 
country is i n on this one . 

'llell , if I could s ee t hem f ace to race •..• 

Well , ot course, on the Executive Committee , t here 's 
only-- there ' s onl y fi~e . 

I know. 

That's Sproul-- Sproul is always on. 
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Yeah. 

And it's Hugb Leach this year, and then there Will 
be two members ot t he Board and myself. 

Yeah. 

That's t he Executive Committee. 

Yeah. 

And .... 

~ell , it i t would be Just the same to you, I'd 
kind ot like it to be t he Executive Committee. 

~ell , I'll put it up to them and see it t hey want 
to do it. I'll tell them that you'd prefer 

Well 

to have the Executive Committee come over. 

138 

Well, don't put it up unless you can put it ~rough 
I mean get two members ot your Board With you. What' 

Well , then I -- I don't like to do it i n ~hat way. 

~ell , don't - - don't start something and then have 
it end up that Sproul and you come over. I wouldn't 
want to start something unless you could put it 
through. 

Well, ot cour se, it ien't Sproul and -rselt. 

I know. 

It will largely be the other •e•bere ot the Ooaaittee 
obJecting to it .are than aD)'body. The:r eaid, 1 'fe so 
over there, and we eit back and • • • • • 

Wel l, I ' m going a little bit further it Spr oul keepe 
up tigbting the Treaeuey the way he ie, I don 1 t know 
whether I'• going to do buelneee With~. See' 
And :rou a1ght Juet as well know that. 

Well, vbat trouble are you having now? 
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'-"el l , he ' s spearheading-- he's l eading the fight 
against the Treasury and the whole business. 

You mean on Bretton Woods? 

Yea . 

Oh , well, yes , but he ' s-- he' s getting nowher e 
on - - with the other bank or esi dents . 

No , but he's soearheadlng thi s whol e thing. They 
a r e to have a meeting in New York over the week-end 
with the C.E. O. , and they want to call i n somebody 
to re? reeent the oooosltion, and it's Al an Sproul. 

You mean on the .•.. 

Re?ort for the C. E.O. 

You mean on the Bretton Woods? 

Yeah. 

Well , or course, I - - I told S?r oul whet I though t , 
that I t hought i t was entirel y inaopropriate f or 
Alan Sproul , as t he President or that bank, to get 
out on this issue . 

Well, I'm frankly getting f ed uo with it, and for 
me to have to sit down with him and have him 
re?r esent this whole grouo , and then-- I don't 
know how mixed up he ie with the f inancing and 
Br etton Woods and everything else . I don ' t know 
when he ' s work i ng for Br etton •.~oode against t he 
Tr easur y, or whether he ' s working on the Open 
Market Commi ttee for the Gover nmen t . 

Well, as far ae t he Open Market Co~mittee is 
concer ned, that isn't-- he doesn't determine 
that. That-- that •. .. 

Lis t en , old man, r ight now he is spendi ng most of 
h~ time working against the Gover nment . 

Well , be's against the Bretton Woods orogr am. 

He's against-- he's against t he Administration. 
Now, he's .... 
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I don't think he's ever bPen a ny mor e agai nst it 
than Geor ge Harrison was . He's not •.. . 

'A' ell , he .... 

Se 's mor e ooen than George. Geor ge was aga inst-­
Geor ge was a li ttle smoother is t he on1y di fference. 

Well •... 

Bu t I' d trust Sproul befor e I would George because 
Sproul is hones t and direct and he tells you exactly 
wha t hi s position is . 

But he's out-- George is out, so ..• . 

George - - the trouble with George was, George -­
you never knew where he was -- well, you knew wher e 
he was, bu t he made you thi nk he was somewhere else . 

I ' m not a r guing. 

(Laughs) Tha t was the differ ence. 

I' m not arguing·. 

Now, of course , the dlffir.~l ty with the Federal 
Reserve set-up is: it provides f or-- it pr ovides 
f or t hese Reserve Banke to elec t their own or eeiden t, 
and -- and t hen if-we can't do much about it. 

Well, I ' m no t sayi ng .... 

And i t ' e .. . . 

aut I don't want to start some thing and have you say, 
"Well , Morgent hau wants the Executive Commi t t ee to 
come over,• and then find i t just ends up by just 
you and Soroul coming over. In other words , i f I'm 
going to s t art something, I want to know I'm going 
to win, 

Wel l , I' ll tell you, I think you ' d better leave it 
then, because I-- the Commit tee itself, I'm sure 
from the discussions we had before, that they Just 
don't want t o come over a nd .... 

Well • • •. 
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.... diseuse the t~ng as a Committee. They would 
prefer to have ~~e discussions •••. 

All right • 

• . . . in the session , and then make their records, 
and if they agree , all right; if they don 't, then 
they have a ma jority and a minority. We 've always 
done that. We 've-- they insist each member making 
their position, and we have a whole day session 
here tomorrow from ten in t he morning until eix at 
night, and everybody-- it's a damn ordeal tor me 
to go through .•.. 

Well , I'll make another suggestion. Come over 
alone. 

Well , I would -- ae far as I'm concerned, I'd be 
glad to do it, but I would orefer to have someone 
else to come over tor the r eason that -- t ha t t hey 
would always oueeti on the thing. The trouble is 
I ' d like them to know exactly what I said eo they 
wouldn't be suspicious of me . 

Well , they don ' t have to be .. . . 

Suspici ous that I'm not presenting the ...• 

.... if it's a written memorandum. 

That's right. 

Come over alone. 

Well , do you want me to t ell that to Sproul? 

I don't care. 

I think I ought to let Sproul know the way you 
feel, but I think you should tell him. Why don't 
you --why don' t you oall him in, Henry, and sit 
down and say, "Now, Alan, this thing is just very, 
very disagreeable to me, and it's hard tor me to 
do business with you here ae a fi scal agent, and 
in connection wi th this Open Market Committee, 
and I feel t hat-- I don't exnect you to-- I don't 
expect you to agree on Bretton Woods necessarily. 
If you can't agree, that's all right; but I don't 
l ike you to be t he spearhead of the opposition here. 
Why should you -- why should you be the spearhead 
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of the opuosition?• I mean I ' d put it right up 
to him. Now , I have , ae far as I ' m concerned 
here , I've told Alan and told all th ese uresidents 
that I felt that the Board had taken the position 
favor able to this legislation. We ' r e on r ecord 
now. Tha t ' s our posi t ion. 

Y"'ah. 

And -- and - - and we a r e the - - we are t~e oublio 
r epr esent ati ves of the System. We 're th"' ones 
that are the -- th~t a r e confirmed by the Senate . 
We a r e r equi r ed under the s tatutes to reoort to 
the Sena t e; that is , to r eport to t he Congress , 
and to make our reoo~endations to the Congr ess. 

Yeah . 

And not the Reserve Bank pr esidents. 

Yeah. 

N01v we 're doi ng thRt as t he publi c r epr esent atives 
of the Sys t em, and we -- and I fe l t i t 1vas entir ely i n­
apor ooria t e for Reserve Bank pr es idents t o ge t out - ­
when t hey had no ~ublic r esponsibil ity in the sense 
that we did , unless they wer e willi ng to be confirmed 
by the Sena t e ; unless they wer e will i ng to have their 
ealar iee fixed by the Sena t e . '.-Thy should they have 
all the advantages and fr eedom and none of the 
obliga tiona? 

Well , I'll t ell you what we' l l do ... . 

Now, that' s exact ly what I told thes e fello ws and 
every or esident was all right on t hat t hing exceot 
Alan, and I ' m much-- I ' m very surprised to hear 
t hat he i s r eally goi ng out of his way . If that -­
when I made this s t atement, of cours e , Al a n sooke 
up a nd he sa i d , "Well," he said, "I don ' t in tend 
to be--· I don 't i nt end t o re t hrottled." See? 
And he said, "If my position lo t he New York bank 
means t ha t I'm going to be gagged from f r ee soeech 
a nd f ree expr ession , then as f ar a s I am concer ned, 
I' ll r esi gn." 

Yeah. 
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"I'm will i ng to cult any time.• And he said, 
0 Tnat's exactly what I'll do if-- if my posi tion 
it fal ls upon me to not expr ess my views.• Well , 
I said, "Alan, nobody-- we couldn't gag you i f 
we wanted. All I'm saying i s that I think it's 
inaoproori ate . And it's bad taste for t he Pr~sident 
of t he New York Sank to be taking one oosi t ion a nd 
thi s Board another. 11 

Yeah. Well, I ' ll tell you what we 'll do ; as long 
a s you feel that way , you and he come over and I'll 
talk to him in your presence so there can be no 
misunderstanding on what I say . 

'Nell , I think that might be all right. I think 
you'd be tter talk to him about it and get it 
settled. 

·~ell, I'll talk to him •... 

Don't talk to him until we've finished the Open 
!~ark et . Let's finish that one and then you can 
t alk to hi m after that. 

Well .. . . 

Because if we talk tha t before, we won 't ge t anywhere 
on the other. 

Well, we'll see . Anyway, I'll do it in your oresence . 

I'd just as soon be there , .but I would think that 
you ought t o ju s t call him in and personally just 
see where his peeve is and see if you can't get him 
to - - I'd just as soon be there, but I think maybe 
I don't know whether Alan would like it or not. 

Well, I think it would be much better lf you 're 
there. After all, I ' m not hl·s boss. You are. 

\~ell , I 'm not his boss. He has a statutory position 
himself. The trouble is I 'm not his boss , because 
he ' s elected by nine directors of t hat bank. 

\~ell • . • •• 

l~e only appoint thr ee of them. ThPr <J arp six of tho ee 
directors on that bank. 
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Well, as long as you f eel the way you do, I 'll 
take it up when you' r t here. 

Yeah. Well, you see I've told Alan exactly what 
I told you, so that -- eo that there it is. 

And I - - I wil l think it over. 
ooint t hat-- that I don ' t see 
with him. 

I've got to the 
how I can work 

'llell , I 'm oerfectly sure that .... 

I mean, afte r all , the Federal Reserve Board, the 
Treasur y, the President of t he United States, and 
forty-four nations decide this is the way -- why 
the hell should Alan Sproul be out fi ghting ue? 

Well , of course, he's eXpr essi ng what he says are 
the views of his board, and •... 

Well , I don 1 t know . ... 

.... six of his damn board , of course, are elec t ed 
by t he banks. 

'4 

I don't know t hat he is . 
a long with him. 

I don ' t know that Ruml goes 

No , not Ruml -- it isn ' t 
do es either, but you see 
he 's got-- of hie board 
Ruml does -- you see, we 

Yes. 

I don ' t know that Ruml 
the trouble with Soroul is 
of nine - - now, I doubt if 
apoointed Bill Meyer, too. 

Bi ll ie the -- is another member on that board, and 
who the hell is the other? I forget, but anyway, 
there are six of them -- six of the board members 
tha t are elected by the banks - - t he member banks. 

Yeah. 

There - - there 's two-thirds of them, and they're the 
boys that Alan -- elect Al an and whether -- I t hink 
John Williams is t he boy t hat's done the influencing 
in t his picture. 

Well, anyway, we ' ll have 1t out when he comes over. 
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Yeah. Okay then , Henry. 

Thank you . 

All right. 

• I • 
..J 

Regraded Unclassified



( 

( 

Febl'UI!'1 2? • 1~ 

Dear Ill'. Yost: 

thank you for your letter of 
Februal'1 24th. with whloh you enoloeed 
a telegraa from Parle 1nd1oat1ng that 
tha Frenoh ha't'e apprond the Lend-Leaae 
aaree•nta1 and abo copy ot Barriaan'a -~ ~ • i J J 
lateat reYlew of the SoYlet pl'laa. ~ v ~~, 

Sincerely youra • 

llltneal H. Morgentha11, Jr. 

Mr. Che.rlea W. Toat. 
izeout1Ye Saoretl!'1. 
Ezeout1Ye Statt Co.altteea. 
Oepartaent ot Stat•. 
Waah1Dgton. D.C. 

I 
' ; 

\ 
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~ 

\ 
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DEPARTMENT OF STATE 
WASHINGTON 

P'ebnl&J'7 24, 19,.5 

JC:r dear Jlr, Secret&J7: 

U 7011 ban DDt alreaq bad tbia into:cwatiCD, I ~l.ieft 

JOU will ~ int.re.t.d 1n tile enc1oM4 t.elap-.. trc. Pari• 

indicating that t.be P'reocb ban apprond the Leod-t-

-en rh. 

I .. eleo c cloeing a cop)' or Rarria&D'• lat.e.t. reri .. 

or tile Soriet. pre••. 

Sincereq JOilN, 

1. Cop)- or t.ela&na oo. 845 
trc. Parie, P'ebl'UI'7 23, 
19,.5. 

2 . Parapbrue or t.ela~J"U 
DOo .ft62 tl'oa )(oe-, 
P'ebl'll&17 19, 1945. 

...., 
.L ' 
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OSH- 1136 
This t elcgrnrn must be 
par aphrased before being 
eornrnunicntod to anyone 
other than a Gover nment 
/,gon cy, ( SECRET- 0) 

Secret ary of Sta te, 

Washington, 

US URGENT 

845, Febru&ry 23, 2 p . m. 

Paris 

Ootod Fobrucry 23, 1915 

Roc •d 4 :01 o , ru. , 2Cth 

FOR STf,TE .1.1<0 FE/. FROh U.BOUISSE /,ND M:.cctcSUEY 

Fr om n converso tion with Monnct yes tor doy nfter­

no?n i t appears that : 

One. Tho Lond-Loo.so agr eements were ap;)roved 

yesterday by tho Economic Council without any chnnsos; 

Two. Do Gnull~ has indicntod his nppr ovnl; 

Three. Monnot expects tho Government to give 

its formnl approval today; 

?our. Monnet will leave over the week-end f or 

washtngton and hopes that the agreements may bo forrnnlized 

there next week, 

CI.FFERY 

IVMB 
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Subject : 

TREASURY DEPARTMENT 

I N TER OFFICE COMMU N ICATION 

Secret£ry ~~rgentheu 

!!r . Coe f C. 

Fr ench Lenc -L0e~e 

!lonnet is ba ck and r c.-dy to s i gn tl:e lend-le:>se 
~greement and documents •··ith ut any ch=ngt>s . Fina l 
<.> r r-nt;ements will be ml"lde · t a !:lecting l·:ith !~r . !~onnrt 
ir lir . Taft ' s o:fi ce in the State Depz rt~ent ~t 3 o ' clock 
t odc>y . 

\·ie intend t o tell T11f t orally th< t it 1-:ould s e:n •.:i~e 
to ~1a i t fo r si&;n?tur e until the President r ~.. turns ; but 
t hC' t the decision on this i s St· t e ' s res_•onsibi l ity . 

0 Unl ess you h<tve any further i nstructions, 1·1c will 
l et the a rr?ngementE; t2ke their course . 
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TREASURY DEPARTMENT 

I N TER O F"F"IC£ COMMU N ICATION 

oAn Feb , 27, 1945 

To Secretary Uorgenthau 

F• o.. Mr . Coe \ (_ 

The question of whether the French Lend-Lease Agree­
ment should be cleared with the President before signinB 
was raised at a meeting in the State Departmen~ by the 
Treasury representative . l.lr . Taft of State said that 
!Jr . James Dunn had advised that tho agreement did not need 
to be cleared with the President . The signing will t ru<e 
place tomorrow in the office of Mr . Grew. 

f 
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Yeah. 

... 
February 27 , 1945 
5:09 t) . Ill . 

J ean !l.onnet is her e in my office and they've be"n 
goi ng over these documents which , as you know, the 
French have accepted .... 

Yeah . 

. . . . cheerfully . And wha t would you thinlt if we 
could get the President , maybe , to partlcloate ln 
t ho> signing of the thing? 

I think it would be very , very nice. Tha t would 
be gr!lnd. 

·;en , would you sort of car ry the ball on that? 
3ecause I imagine you sign , don ' t you? 

No , I t!'link Just Sta t e signs, Renr~· . 

Oh, you thlnk State signs? 

I thi nk so but I think this , ~enry , you ' ll see the 
Pr e siden t likely as soon as he gets in - - sooner 
t han anyone else Wil l. 

I don ' t know , bu t I-- I ' ll cer tainly mention it 
t o him a nd I ' m goi ng to call some oeoole over at 
St ate also . 

I thin~ thi s, i f t he President wo~ld sign it and 
be oresent, it would be ~good thing . 

Yeah. 

I think it would hel~ everyone . 

Yeah . Tha t' s wh~ t I t hought. 

I' d be glad to Join wi t h you i n r equesting him to 
to i t, you under stand, but I ' d like to have you 
do it. 

¥el l , I ' ll-- I ' ll ge t wor d over ther e •... 

Fine . 

.... and-- to t hem. 
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Fine . Tnen I'll be g1ad to go with you . 

Right. ••ell , I don ' t ex"OeCt to be thnre 11ysel f' , 
bu t , I mean , I ' ll try to ge t some kind of a 
mess11ge to him . 

Fine. All right, Henry . 

Thank you . 

'l'h11 nk you . 

• 
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Hello . 

Hello , Mr. Secreta ry. 

How a r e you? 

February 27 , 1945 
5:14 o . m. 

Good evening. Well , I ' m Just fi ghti ng e cold but 
s till U? and aoout. 

Mr. Yost told me that you wer en ' t f eeling so ~ell . 

\~ ell, I ' m back a t my desk today . I took one day in 
bed , that 's an: 
Mr. Grew, I' m taking the liber ty of making the sug­
ges tion that when that French Lend-Lease agr eement 
is signed, I thinA it would be nice to s i gn in the 
President's office ...• 

Yes . 

a s a ge sture on hi s part , you know , of good 
wil l . 

Good. 

And I know tha t i t' s all finished and r eady , but 
I ' d Just like to make that suggesti on . 

I think it's a very good idea -- in-- i n the 
President's 9r esence? 

Yes . 

But has he been consulted? 

No , but t he ooi n t is, you know when he ge ts back. 

Yeah. 

And I Just was afraid they might rush lt through 
before he got here. 

I think it's a good thing . lA'ho signs it, the 
Amba ssador? 

-
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I s uppose that Bonnet and ~onnet sign it , and 
I don't know whetner Crowley, and I s U?POBe 
somebody from your olaoe .... 

Wil l you r epeat that please? I don't quite hear . 

I suppose it' s Crowley and I don 't know who else 
signs beside s Crowley . 

Yeah. Well , I ' ll find out . 

And 

The sugges t ion , I think, is very good. 

they had a meeting over there with Charles 
Tat t .today. 

Yes. 

But I Just thought I ' d make t his sugges tion to 
you on account of wha t ' s haopened t~e last couole 
of weeks. 

Yeah. 

I thought it would be good. 

I t 's a very good suggestion and I' ll go into 1t 
at once. 

Thank you. 

! - - dld you get the message about the Ref ugee 
meeting tomorrow . 

!~rs . Klotz was talking to your secr etary -- the 
last suggestion was 9: 00 o'clock in the morning, 
but we haven ' t heard from Stimson yet. 

I hadn ' t heard that but tha t's all right for me. 

Well , your office is handl i ng it right now. I 
don 't know wha t the last word is . 

The lest word I heard was 3 :15. 

The las t wor d was 3:1 51 
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I would have to le~ve at ):40. I have a 
CongresEman coming here ...• 

Well , so~ebody l n your outer of fice knows 
about 1 t . 

All right; well , ,. ,11 look into it. l~ould 

9 :00 o' clock be all right for you . 

9:00 o ' clock ~·ould b!' all right, or 3:15 
would be all right. 

Just hold the line a ~inute -- here ' s my 
sec!'etary -- Ju et -- I'll tell you. (Talks 
aside. ) Well , apparently Stl~son would not 
be :ree at nine , so they set it f or } :15. 

Do you know wher e? 

At the Pentagon Building, I think . 

At the Pentagon? 

Yes. Is that all r ight for you ? 

I 'll - - I 'll make lt all r ight . 

'II el l 

Th~ t ' s all ri~ht . Stimson would sort of - ­
a li ttl e bit rather hav!' it over there , and 
I don 't car o. 

•·1ell , I ' ll go anywhPr e I'm wanted . 

At ):15. 

At ):15 then , a t Stimson 's office. 

':I el l , we could ge t the thing through. 'ilarren 
knows all about it anyway. 

All r i ght . 

So that that ought to hel p . 

We can put it through quickly then . 

l 
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HJ.!Jr: I ' m s:.~re we can. 

G: All right . F'1ne . Thank you . 

HMJr: I 'll look -- t hank you. 

l ) 

0 
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Go ahead. 

Hello. 

Hello, Mr. Secre tary. 

Hello . 

Yeah, this is Patman. 

Hello, Wrlght. 

Fine. How are you doing? 

Oh, not too bad. 

Ths t' s good. 

1 -a 
February 27 , 1945 
5:20p.m. 

I got your letter about the banker down there. 

Yes, sir. 

And we're goi ng to plan to make some use ot him. 

That's t ine. Now, listen, Mr. Seoretary. 

Yeah. 

The occasion ot my call 1s there's some publioity 
down here that three Dallas bankers are considered 
tor the Loan Agencies. 

Loan Agencies? 

Yeah, tor Mr. Jones' place. 

Well, that's all news to me. 

It is news t o you? 

Yeah. 

And I thought maybe 1t might be inspired by the 
other side. Mr. Florence -- Frid Florence, who is 
all right 

Yeah. 
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He' d be the bee t one or them. 

Yeah. 

And Nathan Adame , and also the - - and Bob Thornton . 

Yeah. 

And , of course , tor that oarticular place Fred 
Florence would be the top men . 

Yeah. Well, that 's all news to me. 

Yes , sir. And I wish you would al so put Fred 
Florence on t here for considera tion for anything 
tha t might happen in the Southwest, too . 

'Nho? 

Fred Florence. 

Fred Lawrence? 

Fr ed Florence. 

How do you spell t hat? 

F-1-o-r-e-n- c- e. Fred Florence. 

Right. Now, then let me ask you a 0 uestion. 

All right. 

You 're down in Dall as? -Yes , sir. 

Cen you find out if either of these gentlemen a r e 
okay on Br etton '.1oode? 

On Bretton Woods? I Will find out. 

Will you do that? 

Yes, sir. And if ·he is all right, I ' d reco~end 
Fred Florence on that. 

Well, I' l l tell you , we -- I'd like eome banker 
down in that part or the country, who wae with 
the Government on that matter . 
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Because they' r e organizing these bankers from -­
the New York group ot bankers - - and t.IJey' ve been 
organizing all over the country against us. 

Yes, sir. 

And it there was somebody in Texas who was, you 
know 

Yes , sir • 

. ..• would come out and work for the Government on 
the thing, it would be very hel ?ful . 

Wel l, I ' ll -- I ' ll find out which one is, and I' ll 
reco~~end that one , and I ' ll send you a wire . 

Will you do that? 

Yes , eir. 

And I'm going to count on you for help on Bretton 
Woods when you get back . 

Wel l , you know you can always depend on me. 

I ' m going to. 

All right, s ir. 

Take care or yoursflf . 

Thanks . I' ll be back with Soeaker Raybur n Monday 
l~orning . 

Wonderful . 

We're l~aving here Saturday night . 

'oiondertul. 

liell ; thank you, Henry. 

Bye. 

Bye. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

o•n Pebruar:r 27, 19115 

TO 

lubJeot 

Beor~tU"T. rgentbau .... 
!o4a:r o De ill tba Oo•erJ~Mnt Bond Market 

I.e :rou pzoobabl:r know, the Oo•ernunt bond aarltet went 
down rather llharpl:r toda:r• 

!he deol1ne wae gl'eateet at the lon' end ot the aarltet. 
koh ot tba i11uee ot the reetrioted 2-l 2 'e deol1ne4 S/J2. 
:Deol1Dee ill tba 2 peroent area ranged up to 3/32J 'llh1le 
DOtee were ott l/J2 to 2/32• 

!he deol1De ill the 2-l/ 2'e toda:r a110unted to nearl:r 
halt ot the ri" Gw'illg laat weelt &lld :reeter4a:r. It oould 
eaail:r ha•a been .. rel:r a 1 teohn1oal reaotion1 following a 
rapid riaa ill the aarltet. I llht:luld l11te to oall :rour atten­
Uoll, hon•er, to the polli\>il1t:r that it 111ght han been 
oau .. d, at leaat in part, b:r illterenoea dl'a'lfll b:r the aarltet 
troa :rour proepeot1n oonterenoe w1 th the repzoeeentat1•ea 
ot the Ute iaauranoe ooapan1ee. 
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.U& TU:HNICAL MAYI(& CO"" *"D 

WIUGHT Pt&U> 
DAY'T'ON., OKlO 

27 rebruar,r 1945 

Dear Mr. Morgentbau, 

'1baDk :rou '"17 aucb for :rour letter of :rebruel')' 

24tll rep.rding our participation on ttl. "We the 

People• proga of h bruar.r 18th, 

I eouidered it a cnat pleuure to be on the 

prog:ra am to han talbd vi th you <ria the alrvafte, 

Sinoere~ yo 

. . Ud -
MaJor General, u./. .. -:­
Chiet of lonneer1Jll: am 

Proe1l!"a8nt. 

1 '2 
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TREASURY DEPARTMENT 

0 l..,._lt Ol"''tell COMMUNICATION 

DA'f. 
February 27,1945 

~ Secretary Morgenthau 

,.._ Mr. Luxford 

0 

0 

For your informat ion 

I thought you might be interested in the attached 

which appeared in the rotogravure section of the St . Louis 

Post Dispatch on Sunday. 

.lttaoh. 
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SECRETARY OF THE TREASURY 
HENRY MORGENTHAU JR .. 
favor• the Bretton Wood• pro­

posal• for intemcrtlonal monetary I 
and flnane!al co-operation era a 
meana of encllnq the "economic 
isolationiam" of the United Statea. 
He visited St. Loula recently to ad· 
vocate adoption of the propoeala I 
without amendment•. In an ad· 
dress before cr meeting of bualneu 
men and dvfc l.adera apon.aored 
by the SL Loula Chamber of Com· 
merce. He declared the lntorna· 
tiona! monetary fund propoaed at 
Bretton Wooda. which hera been 
opposed by eome bcrnlrera, ra "an 
in.ltru:ment to prevent the d110:• 
troua outbreak of «:onomJc war· 
fare" by atabUWng International 
currency., Morgenthcru waa chair· 
man of the Bretton Wooda confer· 
e nce last July, at which 44 United 
Nation.~ were repreaented. Mor­
genthcru, 53 yeara old. has been · 
Secretary of the TrettiW'}' aince 
January I. 1934. prevlouily served 
as Under Secretary. He formerly 
was a New York State farmer. 
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Date 

TO Secretary Morgenthau 

FBOII Mr. O' Connell 

Feb, 27, 1945 

-

In an extension of his remarks in the Appendix, 
Representative Reed of New York yesterday commented on 
the Bretton Woods proposal . He stated that in the 
anxiety to get the proposal enacted with a mini mum of 
questioni ng by Congress , they [apparently the s~onsors 
of the bill) have worked out a method of financlng the 
program that will by- pass not only the Ways and 1{eans 
Committ ee , but also the Appropri ations Cownittee of 
both the House and t he Senate . He referred to the 
report of the bankers associations whi ch stated that 
the Fund introduces a method of l ending which is con­
trary to accepted credit principles and inquired what 
could be said of the statement by Secret~ry Morgenthau 
in his St . Louis broadcast to t he effect that the Fund 
i s not a scheme for l ending money to debtor nations . 
He went on to say that Secretary Morgenthau either 
does not know that the Bretton Woods Fund i s a scheme 
for lending American dollars t o debtor nati ons , or he 
does not want t he American people to know i t . He 
added that that was the only interpretation he could 
make of the statement broadcast from St . Louis, aud 
that t he Bretton Woods scheme should have the most 
careful ex~nation by Congress and the public before 
we take the Treasury's word for what i t is . 

In connection with his remarks , he had i nserted 
an editorial f rom the New York Heral d Tribune which 
criticized the so-called poll of economists . The 
article stated that only half of those polled replied, 
and that whi le the 33 members of the poll are identi­
fied in the press release by their universities, a 
checkup reveals that 18 of t hem either are or have been 
associated with the New Deal Administration. The arti­
cle identified Paul T. Ellsworth and Jacob Viner among 
the 18 members . (Congressional Record, February 26, 
1945, pages A911-13.) 
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n CoLt; ;\tBIA BROAOCASTIXG SYSTE;\\. lsc. 

"IC• I '""" ''-''_,. ol ·VOOO 

Secretary Henry Morgenthau, Jr . 
Tr easury Department 
Washington, D. C. 

Dear Ur . Secretary: 

27 February 1945 

Thank you very muoh for your nice l etter 

of February 20th . commenting on a broadcast 1n which 

I mentioned the Brett on Woode Propo3als . 

As I said, tho vote on these Proposal s will 

{: be tho fir st teet of whether or not Con~res s i s serious 

about having the United States play on active pert ln 

worl d affair s . 

~~y inforMation you may send ~e,which will 

help 1n clarifyinc the iaeuea ot stake for the public 

will, of course, be very much &?preciatod . 

Sincerely, 

William L. Shirer 

WLS tRSS 

-
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TREASURY DEPARTMENT 
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INTBB OFFICB COWWUNICATION 
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DATB 
February 27 , 1945 

to !:>ecretary .!HOrgenthau 

1'11011 Mr . Luxford 

( 

0 

For Action 

You wanted me to remina you to call Chester !)avis 

tnis morni ng about a position r'or .dill 1.1regory in the 

event ne lost nis job as Vice President of one of tne 

St . Louis banks . 

As you Jrnow it is important·that we get this 

assurance to Gregory at once, since we can not get 

Gregory, as Pr es ident of: the Independent llanker s , to 

release the ir report f rom ~t . Louis vtithout protecting 

hi s position. ·,·,e could oiler him a job here in the 

'l'r easur y but he would lose nis el'fecti veness during lne 

tiretton •ioods campaign if he went into the pay of the 

Federal Government . 
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use r.is ov,n judgment e.oout te.kin1, 
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· .. 

11e s11oula 
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ueJler . 
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FebruarJ 27 , 1£45 . 

TO: Secret&.rJ ·.:or~;entJ•au 
FPOI': '!,r . r.aston 

Senator Dol.ney !.us in~uired whether VIe v:ould accert 
Ja.,es Svth if he were endorsed Cor the jor o! Collector 
of Internal Revenue at San Fra~cisco , succeeding narold 
Eerline r, r:ho !.as resil'ried . Smyth 1~as for'llerly exucutive 
r.umager for the .ihr Savin~:s Co"l'!littee in l~orthern Cali­
fornia , havin:- heen chosen "or tha' rosition by Colonel 
neller, in r.hose investment l c.nkin:: h:mse Smyth had been 
\'/Orkin;:. Smyth was retained for a 1 i'lle in tl.e sa-ne 
caracity in the ne\\ .. ar Fin11.nce orranization set u~ in 
June of 1943 , b>~•. could not c et don.: with the h1mY.ers 
runnin£ t~.e sho1·• u.nd ;ol out . rle has IJeen quite active 
in De'llo crati.c roli1 ics and i.:; e. rood worY.er and an a l.le 
fellow, except that ne l.as }>een r ather a heavy dl'inker . 
Our lnvesti;:ation of J.irn for '.'iar Finance showed 11l so 
that he ha<l heen slow in filin(" incoe1e tax returns . 

I t alked to Ted ~"11nble 11l:-o•1~ hb and ied ctl.lled 
up so~e of hi~ reople in San rrancisco . !hey sa] that 
S'li,Yth rtas recentlJ ~~~~.rried to a S11.n r rancisco ~irl of 
cood fa:nily and that his hal-its of. late have 'een ..:ood . 
Ted se.ys th&. t he v.ould like to r.ce S!\Yth [et ti.e job 11.ni! 
tl.inks he deserves it. based 11n hiE ::rior lr.ver.ti;:ation , 
Ralrh Read , Intelli cence Unit Aeent in Charbe , and one of 
Irey ' s very rood "!len , is not favorahly inclined . I e..m 
inclined to override head ' s judrment , however , and take 
a chance on Smyth. {/ould JOU like to talk to Colonel 
heller about him, or woul d you surGest t hat I have someone 
talk to him? It would pr•obebly be best , how'lver , not to 
talk to Heller if we i ntend to t urn Smyth down. 
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TO 

TREAS URY DEPARTMENT 

INTER OFFICE COMMU N ICA TION 

Secret a ry Uor[enthau 
~!r . Coe K 

o•n February 27, 1945 

Thi s i£ to let you kno~· th<?t Hoff rr.an has returned 

from Poris a nd i s prepa ri n& a repor t f o r you . 
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.............. , ... ld~~ • 

.... u ........... .,..w .... ., ,._, .. 
~~~~U ......... .Snt 'w o wltla nl\0: I II te VIe 

J'A'te ........ t 11M * J41se we et _.._ tile 

........ • •• l8l •• ~~ 1IIIUII-~ after 'lllr am_., 
_, eblee U.. .. eterr Ills 11M-. l-. _. sw.tt. wltll .. 

·--.-..-....-......... rl\ellla 0 ....... 
,..._.., ecsps""-. t lllnll pse at~.._ la\1:•••• ta _. 
lilnll ..._ N!F lata o el tile WLW ol ..._ 4t I f 

... t .............................. -~· \btr 18ew. 

- el F 5 I IC\e\l­
W¢'alt t 1!. 0. 

lt.r a eJ;.r ,..,., 

(Signed) H. Morganthau, Jr. 
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TREASURY DEPARTMENT v 

0 IN TER OFFICE COMMUNIC ATION 

Information o•n February 27, 1945 

,., Secret ary Morgenthau 

"'0 " Mr. Coe f . c:: · 

Subject : Developments in German Policy. 

Two bits of i moor tant informat i on have just come 
i n f rom Taylo r in London : 

1. It was decided at Yalta to set up a sepa rate 
commission in London on t he question of dismembering 
German territory. This, pl us the decision t o set up a 
r epara.tions commi ssi on in Moscow , le2.ds some British 
officia ls to believe that t he European Advisory Commi ssion 
wil l soon be wound up . 

0 2. Winant did not put J . C. S. 1067 (revised) into 
the European Advisory Commi ssi on , because it did not 
square with a t wo-page document on American Government 
policy toward Germany which 11>as shown him by the American 
del egates t o Yalta who passed t hrough London . Taylor 
t hinks that this document provided fo r extensive control 
machine ry of the German economy. 

You mi ght want to ask Yost to get you a copy of t his 
i m:>':lrtant document , Nhich we in the Tree.sury have not yet 
seen . 
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ODIIIV' 11&1 boOD taroocl w -., 'boooUio ot 4111ocl ott-lno, lt.o boa 
lt.ocl to - 117 .-cl t~t• apoo1.Jic MMoll to ld.P dqtlM lMeoo hoa 
4111ocl ticbkn. (IIGte .... ot 21-27 JaDUJT 1Jl .,.. \able) 

!ho aU.ok oaat ot tho Bb1.Do lau ooatiaaecl to laa41oop --" 
\IIJ'ouP U.O pl'laolpol rail OODtvo •01"1'1Jlc U.O 'lroekra '-'• o-.ppl.8-
MUUWcl rnoll\}T 117 at.~loe to a oorloo ot llrf.dcoo ucl n.cl1aa\o oe 
M1Jl UMo oaat. ot tho lh1Da ucl DO~ ancl out ot t.bo llliiiJ'. u a 
Hll'alt. ot thooo at.t..U, tho ODIIQ' lau boOD toHIIcl to 11.111.\ rail -
..W to~_, ••-'lalld.U\&17 \J'attlo 1Jl 'IOOt4J'u o.z.a...,. ucl 
t.be aoumull\ ot o'GOII 'rltol ao1....Se \rattle ao oool tJ'oa t.llo Rllbl' 11&0 
boOD WfrT oOftN}T Hllt.rletocl. 

2. Tll1o ,.riocl laolm.cl a a •wr of at.tub oe illportoat. rail 
ooat.re 1n J:anem ~ oe l1Jloo •OM'1.ac t.11e ... \en fl'oat.. OD 
14 ucl 15 fo'bnu7 ~ 8UI Air Porco ucl llA1 at.tackocl Cll-s.t.a, 
lll&dobars, Cot.t.bull •A" mcla, ucl oa a6 fobraarT tho hoa'rloot attack 
- aa4o acalaot. Blurlla - oclct.cl to tho llot.. 

0 !llooo att.aoko toll 011 iaportut rail ••taro wbicll woro t1Uocl 

0 

with ld.lltai"T ucl ooODOid.o wattle ao wll ao rot111-• ucl thoir 
etten 11&1 bon to cllolooate o-.leaUono bot.wOD tho ... \en Ollll 
1Jootem hoeto at a tiM wbOD r1Plclld.Uta1"7 11119 7 to - 000011\lol 
to tho ~· 111 ad41t1CIIl to ~ looo ot •torlol, tho cltip or llovo 
roq111:Ncl to npatr throQsb l1Jloo Ollll oldlJlco cu Dot. oaoll.T bo oparocl 
117 t.be •IMPIIr. 

J. At.t.Mito oe tho tbHII M1Jl rail llaoo trca I\al.T ucl U.O 
Belle- 11&1 oCIIltill110cl, with oocortillc t1pt- tlT1.Jic ounapo acalaot. 
rail ..,... " 1a •artb I\al.T, !'acoola'rla ucl A•t.rlae 

flt.o ottaot of thooo attaolto hao bon to rootrl.ct tho 0DIIIi1'' 
NPahlU\;r to o'llpJil:f h1o tarooo 1Jl I\al.T or to witbclraw Ilia dl'rlol­
tor- olo .... ro. 

4. At.t.Mb U... aloo Moll o<llltill110cl a&alaot tho --.•• O)OtM 
of 1nlllllll ~ Ollll -'ol ablpplac. 111~ tho p«rlocl 1lllller 
l'ftift, tho llA1 dlappocl 9J9 oaa ld.aoo 1Jl U.O Iatt.cat., Oolotjorcl, 
Coclo\ Cllamol. &Del at. port.o alaac ~ Wor\11 aoo -s Boltlo •-to ot 
lloJwarq". Be\\or -thor 11&0 pond.\tocl W. propa of attack to be 
1DOI oaoocl, ucl 1\ 11&0 tho off-' ot Uss1t.lllc 011ISiir t.roop .,, • ta 
troa •~ to u.o Wonem ar ... t.on hoew. 

111 addlt.loa, u.o lll.ttoJd Cmal O)atm- aca1Jl attaokocl • 
21/22 J'o'llnal7 at. 01-a•"'*-'• !ho Hllo1"t.o ot thU att&* - an 
7-' np -'ocl• "-' 1\ prohchl~ osu nadocl 1a Pllll.l1t71JI& .._. ott..U at. 
1 1palr of thU 'rlW .......,. .,.\oss, *loll llao -.. -tu\q "' 
sa ''' tor a t• 4.,a a* a t1.a n.. Sop& at 1944. 
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5· In the oombined air ottenoi n againet trenaportation b eginll111& 22 rebruary approxi .. t ely 8 ,000 oortieo were direoted the tirot day againot 150 bri d&e•, rai l ot11tere aD4 rail junotioo1 1 asa111ot rail 111111 aD4 roll111& etoolq aD4 asaillet 80tor treneport. Oil the euoo11d1llg daye ot •ct.lRUM", the ettort wu maintained a t a high lenl, thoug)l the at - . taolco were direoted at a emaller nu.ber of targete attaolced by the heaYy bollbere, md the t aotioal air tor o .. were largel y ueed in the area w11t ot the Rhine 111 oooperation with the Al lied s r ound toroeo . 

'!'he objeotin ot "CLlRI CH" h to paraly&e the entire a.,.,.., rail eyete• by making attaolce on a large nu.ber of target• on all the ma111 n.il 111111, attaelt111g llinor targete and bridge• aa well aa heanly de­tmded aa111 rail om tere. In the tiret tour daye the rail linu of the Btioh were out in onr 1 , 200 plao... llore than 750 looo110t1v11 md 9 , 000 railroad oare were d .. troyed or d&aaged bloolc111g any additional oeotiono ot 1111e. The &1111)'1 1 repair oape.oity O&DIIOt •et thil ooale ot attaolc e~ tboug)l it .ay be reduoed periodioally due to weather ooaditiono. 'l'i'oop and eupply moveDnto were already reetriotad md de­layed by the 1110re 111111 ted attaolce prior to 22 February, and the etreote ot "CLlRICif" stet h aYe null1t1ed the mell)' 'l expeotationo ot at l eut 
reot~iotad moTe~D&ntl to oounter the Allied ottenaivee . 
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ElUCUT1VE Ofi'IC£ Of THE l'lfSIOINT 

WAR REFUGEE BOARD 

TO j _,•,~o~ A..•~ .. J,.'- •w•: f'! A 

fiiOM 
., ' 

b : ) '.· ... . ..; . ..... " 

l ' I 
'-

J 

As l'cq ... e:s Le:l by you , ! called th,.se ar ticles to the at tention 
ot G,.nerel O' Dwyer yesterday ~orning . He i~~ediately telenhoned 
J ohn P . Lewi s , Vice Pres ident and l·!anaging Editor of PM to a r range 
f ::>r an a;>pointr:~ent for General 0 10:ryer and :lyself. !·lr . Lew1B was 
n:;,t available until 4 o ' clock in the afterno::>n . Since I was re­
turning to ~lashing ton e t 4: 30 1 General 0 1 D~ryer arra nged to talk 
'"'1 th !~r . Lewis alone . 

General O' Dwyer has Jus t advised ~e that hie t alk with J.lr . 
Lewis was very sa tisfactory . The General gave !•!r. Le~1 1 s all the 
backgr ound on the setting up of the camp and exoleined to him that 
articles such as those now a~pear1ng in PM mi ght bring emoarraaa­
mf!nt to the Pres ident and endane;er the 11hole program of the l'iar 
Refugee Board . at a time v·hen we are i.rying so desoerately to do 
somet hing for th~ thou~anda s till facing cert ein death inside 
Germen-c ntrolled areas . He also advised ~!r . Lewis that the ll)' OO­

l eme involved in the soecific oaeea which the PM ar ticles ~entioned 
pro r eceiving caref~l ~tudy and cons ideration i n Wa~hin~ton . 

Mr . Lewis thanked the General for g iving hi~ this !nfor~ation 

and a~reed wi th the General ' s state~ent ~f the oose ible bad ef fect 
o~ the P:~ art1cl~s . Hr. Lewis !)romieed General o • o~,yer th~>t he 
would look into the matter at once and arrange t o have a ny future 
articles toned down or co~9letely pbandoned. 
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TO 

NOM 
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EXECUTIVE OffiCI Of THE ,.ESIOefl 

WAR REFUGEE BOARD 

INTa-OffiCE COMMUNCATION 

Secre tary ::orgenthau 

::iss Hodel 

. 

DATI Februsl'Y C?, 1 9.;,5 

Generel 0 1 D1.7~r as~ed :ne to advise you that ~!orris 
Ernst would like to acoomgany General 0 1 0\~er on his 
tri p to Switzerland and to help on the neEotiat1ons 
1<~ 1th the Sli1ss Government and the International Red 
Cross for e. ~er1od of about three weeks . This is ~gree­
able to General 0 1DI·rter . :t.orr1s Ernst has arranged for 
luncheon on Thursday for h1::~self and General 0 ' D1:yer en:l 
the S~iss ~ln1eTPr . 
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ED\f- 88 10 ,. f'r.3 28 t;.1 9 57 
This tcregram must bo 
paraphrased before ~~~ng 
eommunicatfl~ tp any e 
other t han p: c-ovotln ~nt 
Agency. (RS~~r.~~ ) 

secretary of state 

lfashington 

303, February 2?, 8 a . m. 

Chungking via Navy 

Dntod February 2?, 1945 

Rec 'd 12 :1? ~.~ . 

TO SBCRETARY OF TREAst"RY FROM ADLER. 

One. Army and FEA have consulted me on a plan for 

bartering cotton textiles to be imported from US for food 

11hich Army has undertaken to procure for approved Chinese 

divisions. Advantages of plan arc that Army Procurement 

hopes to have faciliti es to acquire food from villages and 

uill thus be able to get closer to ultimate producer of 

f ood a nd ultimate consu~or of textiles; and t hat Army uill 

t herefore acquir e rood essential for a~~rovcd divisions in 

an anti-inflationary mnnner. In existing situation uhcro 

1nfl~tlon gives si gns of getting out of control, thi s 

latter is a oost important consider ation from point of 

viol~ of our war effort in China, Chinese war effort, and 

Treasury interest in Chinese f inanci a l situation. 

Two . I f plan obtains 11nr Departmo:lt and FEA approval, 

i t is hoped to st art on oxpcrioental basis i n limited 

area with 1600 tons of Chineee owned textiles noll in I ndl&, 

If experiment sueeeostul Army hopes to import botuoon one 

and two 
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- 2- #31J3, February 27, 8 a . m. , trom Chungking via Navy. 

and two thousand tons per r:tonth trom t:s. Chinoso lu\vo 

agreod that transaction would bo non-Lend-Leasable. 

Three . It i s agrood tlu\t plan is only palliative and 

that it wi ll not remedy basic situation. However, sineo 

Army has undortalten to proct~ro food (at Chinese Govorn­

mont 1s expense, of course) for approved Chi ne se <'\l.vioions, 

there is good case for carrying out t his procuronont in 

as anti-inflationary a 11ny P.e possi blc. 

Four. Army feels thr.t no publicity should be Given 

plan. . Further details in telegram fron hP.adquartcrs to 

1·1ar Department, tthich being repel:'. ted to Treasury , nnd in 

letter on route by pouch. 

ATCHESON 

DU 

1 "0 

Regraded Unclassified



p~eue dtlinr the followl.nc HIH&I to Jk'. Scbwarts !rca X. .t.. 

Learttt of AMrican Jnieb Joint Ill.atribuUon eo-itteet 

L 

QUCtl'l tJ,OO,OOO .&PPROPRUTION FOR U8'l'BR IIUWl FIILLI CCIIII'T'mD 
.llfD SPBJft'. UHTIL J1lii'I8H WlW' .iRB BOARD ADVISES IIR!I.UJlOiflf .ur>Ull'l'S 
VARIOUS COUJn'RIBS 'IB UJWILE GIVK YOU ALL DKTAII.B. PASSIWf 
c.uiLBil IIROBN'lLY RIQUBST!I«l APPROVAL B&S'l'BR IIUWl .&PPROPRIATIOII 
41 000 POUIIDS FOR GRIER WHICH VIlllf DlliN!IICE ROI.IDUS 'IB 
.llJTKOOIZKD AND INCLIJI£D IN OVERALL TOTAL ~,000. MlR.IiZD 
.&PPROPRUTION MILLION AND HALF FRANCS EASTER IIRKAD PIWlCK. 
UNQUcn'B. 

llt4s" .... 
,.brua7 :n, ~945 

181 
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CABIB TO Aliii!ICAII J!WilSS'f LONDON, Fat IWif, PRCii 'WAR IUSFUOBB BOARD 

Pleue dellnr the tollorina MU&ge to Sir Herbert l!llenon, 

LOndon, !rca paul Baerwald o! Al!lerican Jewish Joint Distribution 

Coam:l.tteet 
• 

QUarK DBBPLY ORATEFUL YOUR C.t.181 .&1 THORIZII«J $300, 000 
RlJlWIU, $300,000 ll\llllARY, $50,000 MCRTII!IUI ITALY 
RBPIIESBiiTDll ALt()'fiiiOO'S W3T QIIAR!ill 1944 AND FIRST 
QUARTER 1945. 1IB HAVE NOl'ItL&D SAL! II.UI!R .t.CcaiDDllLY 
AND ADVIS!J) Bill OF COMDITIOIIS COilC!RMII«3 WETHODS 1IIFR&BY 
Tl!llSB FUNDS SBOOLD BB KIJ'IHDBD. IN llJB COORS& 1IB SHALL 
IIOTIFY !00 CF EIPBIIIliTU1I!S AND REQU&ST I!Bilii3IJRSD(&. 

lllfQUOl'Z. 

THIS IS WRB LONDON C.lBIB MO. 52 

llt45 .... 
hl:rv.ar7 ;n' 1945 

• 
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Pleue delinr the tollowiag •••ag• to Drl Sbcwarts tr081 

11 • .t.. t.ea'litt ot Meric&o Jnieh Joi.Dt Dietr1but1on c...itt••• · 
QUO!'B 'I! CABLID BIIIIRSOlf IMIII!RQUOTI IIW'LY GlW'I!PUL YOOR 
CAliiB Aim!CJUZD«l $300, 000 RUlWIU, 1)00, 000 HUJ«Wr!, 
$50, 000, HameR!~ IT.t.Ll' RBFBl!SENTIIIO ALL0'1'IIENTS 1.-r QUARTER 

.1944 AND PIRST QUARTER 1945. 'I! HlVB HOID11!ID 811r.Y 11.UBR 
ACCORDIIIOLY AND .liJVIBBD HlJ( OF CCJIDlTIONB COOCBRNIIIO 
IABTHODS WH&REBY T!ll8E F'I1NOO SHOULD BB EXPBNDED • IN DUE 
COI1R8B 1IE SIU.LL NOl'IJ'Y YOU OF EIPKHDITURES AND REQUEST 
RED!IlUR8IIiiiKHT KHD IMIERQUCYI'E .&BSUIIE YOU loiAXII«l APPEAL • 
FOR StJBS'UHTIALLY 1.\BQBR .lLLOT)IENT SECOND QUARTER 1945 
VIEW GRUrLY BXP.A.HD£D NEEOO AND OOR DIFFICULT FINAHCllL 
SITIW'I<If. ~UOTI 

THIS IS 1IRB LOHD<Jf C.lllLB NO. 53. 

llt45 a.a. 
hl:nar)' :n, 1945 

1 3 
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2019, '!WIIto,...nQ\.b 

Dat.d ~ 71, 191.5 

!11110 •d a,a, p.a. 

I'OLLO'II!fO P<J! UARTKA BIJ!IILS, IOC, Pltaf MALIII, IOC 

"Cable Ne. U. Wit ..:) ledp rwelp\ ot ,_ 
rwpart. ~ au.ber ),, I baw 111'1t.t.ea .c-k with 
cow to 70'&· 

•2. S ... aad &eolce1•n haft wn.ttea JaU out''"'• 
tor lfarld JnUh c.crw• ·~ t.aba duriag the lu\ 
tbrH -u. GD Ba"'"" wbare w - alM ..:1ol'ftl7 
t.Mt.1Jiii tl&rt.lwr p~aible -· ....... " -- 111'1t.\ea 
;rw liD ap.sa aJIIl Port.upl rell.t -='•'ac ~ .r 
pupi'Ml• J~ .W.S.t.Wi t.o Briu.h uxl ~ Ooft~ 
~t.o aJIIl liD .-J.bl.• c~a1ol01l w1 t.b tJIIlRA 1n t.ruatw 
of ..U creqp fT• Spain t.o ~ uxl l..arpr pI..,. 
tr• 11111 t.Mrluxl t.o ~ cr It.alT w MlddD Ban 

•). JD!l]wm baa baa 1n ,.._ Wn ~ 81U• 
Jlllninc Ilia tw Yiftt. to 11111&1• wt.re rellideDt. ziiJll .. 
.-t.at1w bu j118t. baea _..ws. JDall•• w1U 
~ aJAo Y1ait. Sw1t.._.luxl where hJ&Maat.at.1w w1U 
t.cSAwark liD April lat. C.Oh owuw at. baa been Mlcilll 
t.o nccen rw~utau ... ux1 •- req~~aat w1U be lllldll 
.t Pollab uxl Net.bw'laJIIla Oouaz Jr\a u aOGD u 
pa.t.ble, !\I&OIJ].aY 0oi8i at. baa ap1a beaD app'MObacl 
about. Jo1JI111& a--.t.t.aa. 

14. ~1ol• ot _. at.t4M·- at. San no-1Ma 
Collt- baa baeJa ra18acl W:l.th Br11olab aJIIl ~ ~ 
Ootc •u. IIIIAl!P baa ..-. 1111 t.o au1CD ••• 
dlli'izlc -' ..... a1 -'!Ia t.o adYiM ao pl•m1DC tw 
ry :..-tnabl" uxl I JJball pntJabq P• ~ 
t.bq wn\ ~ hJ* 1111\a\i'fta with A]Had C.tftl 
c • "'• 1D ow rq aJIIl .. are bac1Dn1nc 8MI"'Ila tcr 

~·'-· "'· Pllrt.bw t.o oablll e bn lO apn"at.ianal ; t-
t.ura c1ar1ac 191.5 ablln]d read Mru.nt It.al7 501 000 
cle1 Jan l.al:' 1 Gt-.J001000 7 P"7 .)00,000 do1l.ara 1»-
11'-S ot 50,000 del' .... 
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CAlliE TO Cl'fo'ICER I N CHAilGE OF PRINCIPAL AJ.'ERICAN l!ISSION Ill GREECE, 

please deliver the following message to the President or the 

JewiBb COIEunity 1 Salenil<a, Greece from AJ"ieb Tartakower or the 

World Jewish Congress: 

QUOTE YOORS FEBRUARY 6TH TO WISE RECEI VED TllYlNG SECURE 
I NF<RLlATION ABOUT JEI'IS FROJA S.U.ONIKA. FREED IN HOLLAND 
BY ALLIED AHI.!IES WILL CABlE YOU RESULTS TRYING ALSO HELP 
THOSE ! N CZECHOSLOVAKIA, POLAND, YUGOSLAVIA STOP CONCERN­
ING CLO'll ti OO F'<ll. JEWISH SURVI1f0!1S GREECE HAVE TP.ANSFKRRI'll 
SOFAR FIVETHOUSAND POUNOO TO GREEK WAR RELIEF NEWYCIIK 
flHICH INSTRUCTED THEIR REPRESEI\'l'ATIVES TO COii'I'ACT ROBERT 
RAPHAEL AIID ASCI!EN IJOISSIS AT HEllS AI;J) CO!IF!RU THAT JE'/IS 
ARE RBCEIVINIJ REUEF RATi otiS Al.!l CLOl'IIINIJ ACCOODWJ TO 
llmmS, UllOUO!E 

12t00 p . m. noob 
February ;n, 1945 
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CABLE TO AJ.lh:RICAN CONSULATE OENEllll, JERUSlUJ,I, FROM WAR REJ."'JOEE BOAJUJ 

Pleu e deliver t he following message to Dr. Magnes f rom 11. A. 

Leavit t of J.lllerican Jewiah Joint Distribut ion Coam~.tteet 

QUOTE SUOGJST YOU DISCUSS FIS!I.ZOI!H JJIDCF.MIDU!..! FORNISHBD 
Hill IUXJAI!DII«J ESTIM.U'ED ADDITI01lAL ~UIREM:&m'S BALKAN 
PROJECT VmiCH REPRESEN!'S OUR UNDERS'l'AilDING OBLIGA'!'ION 
I NCURRE!l TO I>ND 1944 PLEASE CABLE URGENTLY TOTAL SUII 

. SPENT AIID STILL UNPAID ALSO ESTIUATED ADDITIONAL 
Rb'QUIRE!.n::NTS . UNQUOl'E 

11:30 a .m. 
February Z7, 194S 
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CABLE TO Alm!ICAN I.EGATIOII1 LISBON, I'll().! WAR REFOOEE BOARD 

Please deliver the following message ~o Harold Trobe from 

M. A. Leavitt of American Jewish Joint Distribution Commlltee: 

4UOTE ADVISE RESNIK WE PREPARED ACCEPT ADDI TIONAL 
LIRA CLE.Lil.ANCES lTP TO $100, 000, lTNQlTOTB: 

TI!IS IS l nul LISBO!I CABLE tiO, 1.47, 

ll:JO a.m. 
February Z7, 1945 

Regraded Unclassified



CABLE TO AUEP.ICA..'f IBOA'l'ION, LISBON, FROIA WAR REFUGEE BOA.'!D 

Please deliver the following message to Harold Trobe from L!. A. 

Leavitt of American Jewish Joint Uietr1but1on Committee , 

QUarE Ulm&R LICE!lSE 6?8?08 ~ITTED J;JOO,OOO COMITS 
NATIOIIAL DE !EFENSE DE JUIFS BRUSSElS PLEASE ADVISE 
SC!ti!ARTZ AND ALFR&D GOLDSCH'.!IDT UNQUOF6 

THIS IS 1IRB LISBON CABIB NO. l48 

l11)0 a .m. 
February :n, 1945 
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CAJlLE TO AMERICAN LEGATION, LISBON, FROM WAR REFUGEE BOARD 

please dell ver the followi.ng message to Harold Trobe from 

u • .l. Leavitt of .American Jewish Joint Distribution Comnttee: 

QUarE WRa!'E YOO FBBRUA.!U !ll tn'H ALSO ADVISED RESNIK 
WE SHIPPED FIF'l'n'HOOS.ll'ID POONDS IJATZOTH .lllD TSNTHOUS.l!ID 
POUNtlS YATZOJIEAL VI.l .li.IERICAN RELIEF FOR ITALY. ALSO 
SENT FIFTYTHOUS.l!ID POUNDS MATZOTH .liiD TWENTIFIVE 
THOUSAND P.lSSOVER PACKAGES VIA JEVIISH WELFARE BOARD. 
UNQUOTE 

THIS IS "IRB LISBON CABLE NO. 149 

ll:JO • •• • 
February Z7 , 1945 
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Rea•d 9a04 p,a. 

447, ~:r .... u. ' 

1IRB 344. UIIITAJUAW 421 Pal CII.AIWIS J!Jf PROII UAR'I'tiA 
IIRARP. 

JlllJit. '-'- aq \be1r qudaaU. al.rwad7 batac:d 

beck wwwal ~1 --.uc 111\ll QllmA uaW aoUw 

~y ~.UW,, Ceul4 JW ... INOb ~ 111\ll 

~ rrrr WIU.t.UU, U... ~ .. ~b ce.t\'-e, 

QUX:XIIR 

' 
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'1110 llltddt7 fll ra.~p &ft'a1ro p e sw • a u • te • ~~~-" fll u. llllW ltatM fll ~ _. ta • 1 %' a n alP' fll • lot •••• .-n ....... ,.,. fll~< , ,.,. 1_, tr ,.., a •• • • ""' n so fll u. • a ., n • ,._ • o 1 ... U. Oalp .. ft"-1 Sa I I '• ~ ,.,.,..... I te, ... U. ~- .trteo .... ,. ... ... .--... ... Satwu.""' ....... .. u. .w '1 Sa ,_U.. .-.s~ w aat. u. ..-• !Miftot fll u. sr '* a,. x , sa u. ...... 
D' 11, ,_.._, 'P, *5. 
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CIJll.S TO AliBIUCA!'I IEGATIOfl, BSRN, FOR k'CCULLAND FROM 'I'I'A..'l REFUGES BOARD 

Please deliver the following message to Gerhard Riegner, 

)? QUai ll'ilson, Geneva , Switzerland, f rom Arieh Tartakower of th .. 

World Jewish Congress: 

QUOTE PLEASE INFORL! ZISSU T"t!AT BA!'.LA.S APPARElll'LY HAVI!«l 
DIFFICULTIES lmH HIS VISA TO RUl!AIIIA IllTERVE!'ITION MAY 
BE K&:ESSA!'.Y l'IITH I lll'ERALLIED CONTROL C()l[{[SSION. UN UOTE 

T!US I S 1IRB !I!IRll G.UILii: llO. 423. 

12al5 p.m. 
Febrll&ry ;n, 1945 

.. 
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CABlE TO AJ,IE!UCAN lEGATI ON, BERN, FO!l HCCLFJ:.LAND, ffiOM WAR REFUGEE BOARD 

please deliver the followi.ng meaaage to ()erhard Riegner, 

3? Quai Wileon, Geneva, Switzerland, from Jacob Robinson of the 

Worl d Jew1sh Congreaa: 

QUCYl'E NEED URGENTLY FOR RESCUE REPORTED BOOK POORO!AUL 
DELA J ASI BY UARUS !JIRON WHICH APPEAllED LATELY 8\JCHAnEST, 
UNQUCYl'E 

THIS I S 1mB B lUI CABLE NO, 424 

12:15 p .m. 
February 2?, 1945 

... 
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CABLE TO AJ.!EiUCAil lEGATION, BERN, FO'l I£CU>LLAIID, FROU iVAil REFIJGEE i!0A1!D 

Please deliver the f oll owi.ng message to Gerhard Riegner , 

~? Quai Wilson, Obneva, Switzer l and, from Kurt R. or ossman of the 

World Jewish Congress : 

UOfE PLEASE JW<E EVERY monT SEiiD US IIIFOPJlATIOll ABOUT 
INI.IATES THERSSIEiJSTADT !N O!UlER IllFOlu.l REI.\ TIVES HERE OF 
lWIES OF THOSE LEFT I!SHIIID OUR CZECHOSLOVAK COLll!ITTEE 
I!SPECIALLY INTERESTED • • REI.IITTKD FRCll Ll>OPOLD LIND3'1BA!J!J 
15000 SI'IISS FRA!<CS TO RIOONE~ C!lEDIT.ll'lSTALT ZURICH: PLEASE 
IIIFQU4 I'II!E?HER HE lf.AS BEE.>! AD!LITTED SWITZERU.!ID. Ulf~UOTE 

THIS I S 'IIRB BERN CABLE NO. 425. 

12 :15 p. m. 
February Z7, 1945 
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nqr tO BE BE-TRAN§MIUIQ 

COPY N01 _t-f~-~: 
OPDIL !loe 6z 

lntor .. t ioo received up to 10 a ,a,, 27tb 1tbru.ry1 194S, 

1, BQMZ lA~· 2Sth1 A Cable ship sunk, probebl~ by torpedo oast 
of Raucate. o aurY'i•ors r·eported. 

2a Q ST INDx¥.· Pout of H.ll. Dostroyera have ahtllod Radar Station 
on Gre1 tl:! oco eland . . 

31 fUIMX ATT~g' ON SHlpPIB~, 26tha A 60S4 ton O,S. ship and 4S?l 
ship ~n outwir? convoy sunky mine or torpedo orr Ostanda 

MILitARY 

4, ~STERH FRONt. South Central Sector • Good prcgross made and 
brids;G oada across Saar in area south Trier enlarsed and linked up 
while further north River Pr um rea ched on wide tront and bridgehead 
eatabliahod across 'it witb our troops aceordins to unconfirmed reports 
now in B1tburg , North Central Seetor1 On riaht troops lst u.s. Ar=y 
have eleare4 Duron and bridgehead acrosa Roer now aevan miles deep 
and ll miloa wide, To the north 9th U.S, Army modo atoady progress 
againot modorete opposition and btvo reached area Erkelonz which 
accord1.n.a uncontlrmed raporta has been entered . Northern Sect,orl On 
the 2Sth Cenad1ana attacked to gain Calcar• Udom R1dso and have cade 
oubotantial progress after very heavy tishtba wb1lo U.K . troops have 
made l1aittd ca1na s.w. Goeh , 

S, EASTEBN fRONT• East Prussian or Nt rthorn Soctor1 Russians claim 
ropulso of tonk and infantry attacks in Samland and also so=e progr ess 
s.w. Konislberg while Germans report strons Russian rorces .thrown back 
to ncrthoast in Samland and communications restored with Konissberg, 
Centtal Sector l FUrther blocks or houses 1m Bre1lau captured , Germans 
admit Rusaien prosress H.W. between ChoJnice and Neustettin but c l aim 
to have brckan up two Russian br1d &eheads over River Ne1sse in area 
oppoait e Guben and repul se of Russian a ttacks in area s.w, Liegn1tz , 
Southern Sector• Germans report Russians thrown back from Hron bridge­
head (oast Komarno) to eastern bank with heavy casualties . 

6, Jlllllll&, Coastal Sector• Allied t roops have broken out from Ruywa 
bridgtb064 and l eading eleoents now 7 ailes west An, Central Sector• 
Troops 1D Nyauncu bridgehead made good pr ofres1 whil e further north 
another br1daehead established in a r ea S • lea eaat llyinmu in face 
soma opposition, N~rthern Sectorl Chinese t roops haYe occupied 
villsae 6 miles S.E. Hsenwi , 

Alii 
? . f!ESTERft PBO~'t. 25th/26th (night) . 6 Hal1taxes (l aissinc) at­
tackinc shippin& off Norway hit two ships or S1000 and 41000 tons. 
26th, 148 osoortad Lancasters dropped 6S2 tons through cloud synthe­
tic oil plant Dortmund where bombing concentrated , 1112 escorted U.S . 
heavy bombers (23 bombers1A5 fighters outatandina ot which 10 and 3 
believed safe) dropped 24~ t ons by Patht1ndor technique three rail· 
way atationa Berlin and 80 tons other target s . SHAEF (Air) , Bombers 
26S (1 missing) dropped )86 tons communications centres mainly Duren 
area while tighters, end fighter bombers (296) () milling) operated 
battle areas . 104 Spitfir es attacked rocket si t es and communicatbno 
Holland. 26th/ 27th (night) . 85 llosquitooa despatched without loas 
Berlin 381 Nuremburg 38 and other tarseta 9, 

8 , MEDITERBANE&N. 24th/2St h (nisht) , 74 heavy bombers dropped 168 
t <Jns railway centro Brescia causing fi r es , '2Sth, 494 escorted u.s. 
!Ieavy bombers (9 b•mbers 1 3 f1shters miuins) dropped 954 tons on four 
.a1lway centreo and one oil flant in South Austria with good resUlts, 
••hUe 78S tacticd aircraft 8 10bsinsl a ttocked communications and 
tactorieo wide area cut tin& r ailway linea in S9 places , 

9, Jlllllll&, 24th, 54 Liberators dropped 22~ tona atoru araa s.w. 
~nda~n4 Jetties ~•raul. 
Ji.OQ S!CpRitX 

10, ~~,~· 26th , Four incidonta reported . 2?1 th (nicht) , Eicht inci dents r oportod , 

OPT!L No , 66 not aont t • Waahtncton 

• li 
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RMJr: 

Sam 
Rosenman: 

RMJr: 

R: 

Hl~Jr: 

R: 

HMJr: 

R: 

Hl·lJr: 

R: 

J HMJ r: 

R: 

HMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

~ 

' February 28 , 1945 
9 : 27 a.m. 

Hello . 

Say , the tir~t t hi ng I see is the clipping that 
you 're a grandfather. 

Tha t' s right . 

Congratulation a . 

I thank you. 

Henr y, I just got back . 

Yes . 

And I suppose you know the Boss sent t or me to 
meet him in Algier s . 

Well , I didn 't know wha t happened, but I knew 
that you had lett. That ' s all. 

Yes . 

I mean, I knew you lett Taylor, but I didn ' t know 
•t~ha t happened. 

Yes. Well , what - - that ' s r ight. For secur ity 
rea sons, I' m glad he didn 't say; but what happened 
was that as soon as I got to London - - the nex t 
day I got a message to olease meet the ship in the 
Mediterranean. 

Oh. 

And I met i t at Algiers and came back, and the 
speech is all written. 

Good. 

And appar ently 
1s go up tomorrow 
saw your cable on 

Yes . 

what I think he's goi ng to do 
1n person and deliv er it. I 
the. t subj ect. 

But what I'm calling you -- I told those boys 
that as eoon ae I landed I would call thei r ott1cee 
and explain to them what happened. 
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HMJr: 
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HMJr: 

R: 

RMJr: 
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C'J HMJr: 

R: 

HMJr: 

R: 

RMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RMJr: 

- 2 -

I see . 

And t hat 's what I'm doing, and I'm going to go 
back i n a couple or days when the sp eech 1s over. 
I'll tly back . 

Oh , you're going baok? 

Yes. 

Oh, are you? I see . Well, while you 're her e , wil l 
I see you? 

. 
• '8 

'ihy , yes , I'll be glad to see you. Really , nothing 
happened over there. As soon as I got t her e , pr acti­
cal ly, I got a message rrom Winant. You see, the 
message came to 'A'i nAn t . 

I see. 

And he asked me to come over and he showed me this . 
or course, i t was ver y hush- hush. I told all the -­
I told the men in the mission .... 

Yes . 

but I asked them please not to say anything . . . . 

Yes. 

that I would explain when I got back. 

I see. 

Because I had sa id Ju st wher e I should mee t the 
Bose, and eo r orth. 

Oh, yes. Well , ir you have a ny time , I ' d love to 
see you. 

I ' ll come over. 

All right. 

All right. Taylor sa id that he had plenty to do i n 
London anyway. 

Oh, yes. 
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RMJr: 
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HMJr: 
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HMJr: 
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F!MJr: 
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HMJr: 

R: 

CJ HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RMJ r: 

R: 

HMJr: 

R: 
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But I vnnted to explain to you just what delayed 
the trip; that I'm goi ng back Just ae soon as I 
can get a plane . 

Good. \~ell , I hope to eee you before you go back . 

All r ight, Henry. How's Elli e? 

She's fin e . 

And t he grandchild? 

'.l'onderf ul . 

Good. All right, boy . 

Thank you. 

Bye. 

?.ello? 

Yep. 

How ' s the President? 

~~at did you say, Henry? 

I said, how' s the Pr esident? 

Ob, he's fine . 

I s he? 

He's f ine. I think "Pa's1 death was qu~te a 
shock to him. 

Yes. 

He was very upset , you know. He got sick at Yalta 
but he was all right a.ga1n, and they got him on the 
ship and then he had t he - - i t's a strange thing, he 
got 1 t practically the same place that 11 M1esy" did. 

Is that right? 

And if "Pa" had lived, he would have been in ·~Usey ' e• 
condition. 
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RMJr: 
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Oh, my1 

It' s reall y f ortunate that he didn't. 

Well , that ' s t oo bad. 

He di ed about two days ou t at< sea. 

I see. Wel l , that was 

He was very sick. I never got a chance to t alk 
t o him. I just saw hi m in bed but I didn't get a 
chance to t alk to him. 

Well .... 

He went ver y rast. 

Bye . 

Bye . 

all right , Sam. Thank you for calli ng. 
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F!l\ANCING 

Present: Mr. D. W. Bell 
Mr . Gamble 
.Mr . Haas 
Mr . Murphy 
l!rs . Klotz 

February 28, 1945 
9:30 a.m. 

H.M.JR: How do you do, gentlemen? Where are the 
other people? 

~ 11 

YR. HAAS : They are putting on an act for the dealers. 

H.M. JR: For the dealers'! 

MR. BELL: We thought we would give them the statistical 
background the boys give us, and it would be interesting 
for them to get it . We are going to give it to the insurance 
pe~ple tomorrow, too, before they come in to see you. 

H.M.JR: Before I get started on this--it will only 
take me one minute--! would like to do this, if yo~ think 
well of it , \'/ill you just say to Eccles that I would 
like to meet with the Presidents of the Ranks who are in 
sympathy with me, the Government's position on Bretton 
Vloods, see'? 

.llR, BELL: Yes . 

H.~.JR: And that invitation is to be extended to 
each of them for nine- thirty tomorrow morning • 

.llR. llELL: Yes . 

H.M. JR: Now, I first thought to say that the Government 
•nd Federal Reserve, but the Federal Reserve, the Treasury, 
and the President--that is the Government, isn't it? I mean, 
the Pre•ident, the Treasury, and the Federal Reserve are 
certainly the Government. 
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Affi. BELL: The President of the Federal Reserve 
Bank? 

H.l!.JR: The President of the United Shtea. 

YR. BELL: Sure . 

H.M. JR: And I would like them to meet, those who 
are in sympathy with the Government's position on Bretton 
~oods . Don't you think that is a good way to put it? 

MR. BELL: Yes, that is a good way to put it, but I 
don' t know--! was thinking about it being embarrassing to 
sane of them in their relations to Allan Sproul, whom th~ 
know is very anti-Bretton Woods . 

H.M. JR: Vlell, let's hAve then: . 

}fR. RELL: I think some of them probably haven't taken 
a position at all on it and want to remain neutral because 
they have got banks in their district on both sides and 
they are staying on the line . I don't know, I haven' t 
talked to them at all. 

H.U.JR: The reason I wanted them in is that I \\ant 
them to help . 

MR. BELL: Mr . Eccles told you, I believe, that ten 
out of the twelve are behind it . 

H.M.JR: I would like to meet with those who are in 
sympathy with the Government' s position on Bretton Woods 
tomorrow at nine- thirty. 

YR. BELL: We coul d announce that in a meeting. 

B.M.JR: I don't know, but I haven ' t time to see each 
of them separately, and I 11ould like to consult with them 

and see if they can't help in their distr icts and let those 
came who want to, and those who don' t , don't. Nobody can 
say that I am putting any pressure on them. 
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MR. BELL: Yes. I had better do this as soon as I 
get out of here, because I have an idea same of them are 
planning to leave tonight . 

H.A!.JR: Well, I have ~ot to go over to this meeting. 
I mean, would you do it yourself, or would you have your 
secretary do it? 

~ 13 

MR. BELL : I will do it myself. Y•hen I get on the 
phone with Marriner, I will be there t he rest of the morning. 
I have to bed the Committee meeting at ten o' clock. 

H.l.l . JR: Vihat time? 

MR. BELL: I have to leave here by ten of ten to be 
in the Committee by ten o'clock. 

H.M.JR: Do you want to do it before then? 

J.;R. BELL: Oh, yes, I think I :;bould if you will 
l et m~ go about twenty minutes to ten . I think it is all 
right for you to sit down and talk to those people . I t 
was running thr•ough my mind whether it wouldn't be a good 
thing to have them all in and talk about Bretton \'Joods 
and let Allan sit and listen and observe . 

ll.!J . JR: No, I would like them to declare themselves . 
I ,·,ant to know those men I can go to and say, "Look, llr . 
licLarin of Atlanta, I need your help. " I have got so little 
t ime . I want to get down to brass tacks . I don' t want to 
tip my hand as to what I want to do. 

(Secretary holds a telephone conversation with Mr . 
Rosenman.) 

H.M.JR: The President is going to deliver his message 
to Congress tomorrow. 

MR. BELL: They ere back? lie must have landed when 
they announced--

H.li. JR: They landed at six o' clock last night 
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1ffi. AELL: About the time they announced General 
\,a tson' s dee. tb. 

H.!.l .JR: About that tjme. 

MR. BELL: He comes ri ght back and goes right into it . 
I should think he would rBst a few days . 

H .1:. JR: Viho? 

~R. BELL: The President . 

H.!!. JR: He must have been on the boat ten or twelve 
days altogether . 

too. 
MR. BEll.: lle bas probably written his speech on it, 

H.}! . JR: He h&d Rosenman with him, and the speech ie 
finishsd , Rosenman said he is now heading back to London 
again, I mean, Rosenman, but the speech is finished. 

Where were we? 

A{ft. BELL: We were talking about Federal Reserve 
Presidents . 

H. ll . JR: I don't want to ask them all . \.e will just 
sit around e..nd have an argument . I really want to ask them 
for their advice ana help on ~bat we can do in their 
aistrict . I don't want to be here trying to sell anybody. 
I wouldn't get anywhere . I v.ant to invite them in and consult 
with them and ask them which district would be a good 
district for me to go in and speak, and that sort of thing, 

MR. BELL: I understend Day is the other President, 
and he isn't here , Clerk probably won ' t come because he--

H.M. JR: I Ylant to know if I shoul d go into Atlanta, 
and into Dallas, and where t hey think I should go and apeak. 
In other words, I don't t1ant anybody to ccme who isn' t 
entirely in Jympathy with the Brett on ~oods program • 
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MR. GAMBLE: Marriner ought to do a little selling 
job. You can invite them so they ~on ' t come, and you 
can invite them so they will come. If he f~els that )OU 

are sort of expecting him to sell these fellows the idea--

MR. BELL: He ought to cane with them, too . 

H.M. JR: Invite him, anyway. 

MR. BELL: I think I will sort of 'insist on his coming 
becaus~ he has told you the Board is behind this program. 

H.l!.JR: I want the help of the Board and their 
Presidents to assist me in the districts to sell this thing. 
The Government is committed to this thing, the President 
of the Tlni ted States, the Federal Reserve Board, and the 
Treasury, and I want the help of these men in the district . 

MR. RELL: I think most of them will cane. 

H.M. JR: Now, Dan, in the five minutes we have left 
let me talk to you . How do you feel apout t his drop in 
the market yesterday? 

MR. BELL : Bob Rouse ~as in last night, and he 
left early in the day. It happened afterwards, and be 
thought as near as he coula get it that somebody offered 

.. a block of securities and there weren ' t any takers so 
~ey went down, that is in the long market, and that 
effected the other. Most people ere sitting around 
'lf.ai ting for the announcement. The market has been rather 
thin the last two or three days . I asked Ben Levy, who 
was the only one I had a chance to t alk to thls morning, 
what happened in the market, and he said he really didn't 
know. He said somebody rumored around that they blocked 
securities they might sell. That is the way the market hae 
been operating the last f ew weeks, more on rumors than 
anything else. There is sane buying power in the two 
percent market. I don ' t know whether George had a chance 
to look it over , 

)ffi. HAAS: We looke.d at the market, but don ' t know 
the oa'uae yet. 
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MR. BELL: Bob said he thinks somebody offered a 
block of the securities , five or ten million dol lars ' 
~orth, in t hat long market yesterday. 

MR. HAAS: One thinr, , if the market feels two and a 
half is going to be offe r ed--it is to everybody ' s advantage 
to get the premium when it is there , and you bring it 
right down again . I thought maybe the fact that the insur ance 
company peop~e were invited down, t hat i s sparring on the 
market, because they know you wouldn' t invite them dorm 
unless you are favorable to t hem. 

~!R . "kELL: I don ' t know v.hy the t should be t he feeling. 
The rumor mi ght have come out of that, that they were 
invited down and the Treasury is thinkin~ about offering 
t wo and a half ' s . 

MR. HhAS: Yes , I thought you were poing to be nice 
t o them. 

H.li.JR: Well, of course, I sew Gamble . He picked me 
up this mornin g. Per~onally, I always like to see the 
market drop a little before financing. I t hink it is healthy . 

If we do the tv.o and one-half, does the t mean the 
pattern of rates will not be chan~ed? Is that the key 
to t he whole t hing, the long rete? 

1m. HAAS : The situation is now t hat the two end one­
half's are over one hundred end two, and probably the reason 
t here is such strengt h there i s they were thinking you 
weren't going to do two and one-half . And when you announce 
you are going to offer an unlimited amount, or thereabouts 
at par, then it will go dovm again . And in that way the 
pri ce we could make on that probably would be very near 
what we had last t ime, end t here would be no change in the 
pattern of rat es at the long end, but still the intermediate 
a rea, two, may still hold it s strengt h. That is a matter 
of conjecture and the pattern of rates would change. Isn ' t 
that the story, Henry? 
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JJR. l!'(JRPHY : Yes , it would change the i ntermediate, 

H.M. JR: Is there any reason if by five minutes of one 
we decide Saturday what we villrt; 11e couldn't say it will be 
seven- eighths--! am just using anything, the one and one­
half and two and one- half-- end not pive the yearage on it? 

t!R. HAAS: You shouldn ' t give the yearape , you shoul d 
let the market settle donn , 

llR. BELL: 
r.ant to put out 
v.ithout a year, 

I don ' t aeree \li tn t he t . I t11ink if you 
' tic- ' 71 1 s and announce ho una one-half 
that seems to be the way to get it . 

.t.!R. HJ..AS : It depends on what you v;an t to do . If 
you v1ant to put it back where it was 1 ;,ouldn ' t you announce 
the yearage? You do it . If you don t announce it , there 
is a prospect you may be able to strengthen it a little bit . 

AUt. BELL: I think it would work just the other way , 

MR. GAMBLE : I think if you don ' t tell t hem, the 
result woul d be t hat it would be v.here it was before . 

MR. BELL: Put out a two and one- half percent bond 
and not give the maturi ty. The ' 66-'71 will t e put back 
to their former price ; the premium would be just about 
interest betv.een now and June 1. 

MR. HAAS: You will be sure if' you put yearage--

L'R. BELL: If you put it '66-''t6,there will be a 
smaller dro~ in the market . It will be a different bond, 
and you TIOn t lose all of t he bloan , I t hink it ,·,ill stop 
somewhere maybe betl'.een one hundred and one and one hundred 
and sixteen thirty- seconds . 

H.M. JR: \•he t we did before was announce the interest 
but not the yearage, and then waited. 

MR. !jELL: Generally, v.e have been a good deal closer 
to the opening date of the drive , and only once have ~e 
not announced the date of maturjty. Yes , generally we 
have announced the maturity dates , 

., 
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MH. HAAS: Here is the difficulty. Even in the inter­
mediate period you don' t knoVI when the market is sure, or 
when the two and a half is to be issued. The intermediate 
market may go up. You may find it set tles down. The 
thing is too thin . It will really be difficult there . 

I.!R. qELL: I should t hink if you announced there is 
not going to be a tno, that you will have one and one- half, 
there ~ill be purchasing in t he two percent market , end 
thct ma rket ought to ei ther ~tay where it is or go up. 

MR. HAAS: If you could announce yea ~age and have 
agreement with t he Fed the t they have got to meke it ~od, 
then you are all right . 

H .~ . JR : Ko, no, no . 

MR. BELL: If you a re goi ng to leave off any yearege, 
I ~ould be incl ined to leave off one and one-half and 
not t he two and one- half . 

MR. HAAS : That is the speculat ive pl ace . 

MR. BELL: If I were going t o leave off any maturity 
fr om any security, I Ylould leave off the one and one- half. 

H .~! . JR : V.hat ehe would you have? \',hat securities 
would you have? 

L~R. DELL : One and one- half, but I would l eave the 
mat urity off the first announcement . 

MR. HAAS: That is a sign of weakness . 

1
. f I MR. BELL: I think maybe it is a sign of weakness, but 

were going to leave it off any- -

l.!R. GAl!BII : I would nut the ma turity on every security 
when it is announced. I would hole up t he announcement 
until it is ready. 

MR. BILL: I think that is right . 
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MR. G~BLE: I am just following t he arguments, George, 
here that we have been using for two weeks . 

(Mr . Bell l eaves the conference . ) 

H.M. JRl Now look, boys, this is the way I feel: Vie 
have got time . I have been in a spot l ike this before , 
and there is no question . 'l'be amazing thing is that with 
stocks the v.ay they have ~one up the bonds have also gone 
up, which is natural, ian t it, Henry? 

llR. l!URPHY: It was considered so at one time, 1'r . 
Secretary, but- -

H.L:.JR: I still think it is . 

YR. lflJR.PHY: Murphy thinks t nere are still plenty of 
questions for the--

H.M. JR: I still think it is, and I have never said 
anything here in thi s room that I am hell- bent to lower 
the rate of t he structure . I mean, I don't want to give 
these people something which is too good, but on the other 
band, t his market bas gone up greatly and I aon 't ~now if 
it is a result of certain action we took, but the thin~ 
sold off a couple of points , and we have erased--that ls 
down to rock bottom, and if we gave the.se people aecuri ties 
at par, they could look forward to only going one v.ay again, 
and that ~ould be up. I mean, I don 't know of anybody 
around here that is hell- bent on lowering t he interest 
rates . Are you? 

MR. HAAS : We know of a couple of fellows . (Laughter) 

H .~ .JR : 'l~ere is a danger too, and that is that 
if you lower t he interest rate structure, a year or two 
from now it will be much harder to maintain . · 

MR. HAAS : That is what they have told you for twelve 
years, you see . 

H.ll. JR: I know, because 'U haven't been fooling 
around Yiith it. 
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l!R. HAAS: Not during the Vlllr period, but prior to 
t hat you have been lowering them always . 

li.M. JR: I know, but it is like t he price of gold . 
They never worry about it any more, they just take it 
perfectly for granted that it is fixed, but they don ' t 
realize I can get up in the morning and change it . 

Would you fellows like to see it go lower? 

MR. HAAS: That is t he way M feel , t hat you have got 
a war financing and an enormous debt, and the burden of 
the debt would be less if the interest rates al'e lov.er. 
You made a big accomplishment so far as compared to \'.orld 
)'lar I; t he deot is of unprecedented size, and t he burden 
of the debt wouln be less , and I think it would help post-
1\ar full emplo,vment if t he interest rates are loYI. 

H.M. JR: On the other hand, you have seen arguments 
that if you lower the rates it is inflationary . 

,... .0 
L~ 

JifR. HAAS: Those are by people who are entrenched 
and have proprietary interest in higher rates, I would say. 

lffi. MURPHY : That argument was just as good cocing 
down from five to four . 

H.J.: . JR: ir'ben could we get into this two and a half? 
The ris: c!nce last December is terrific . 

MR •. HiiAS: ~bat is right . \•hat bother s us a little, 
Mr. Secretary, is if we weren't going to lov1er the rates-­
and I told t his to Dan--th!ln they should not have allowed them 
to go up so far, because to fUBb them back now aharply- -
I don't think it would be cnticized by the pres& once 
because the press is controlled by the people who 11anf nigh 
interest rates . Isn't that how you feel about it , Ted? 

llR. GAMBLE: Yes . 

H.M. JR: It gets down to half a dozen financial writers 
who are a lot of wet people llld I 'Wouldn't give tba t much 
for all of them. 

, 
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~R. HAAS : They lik~ high interest rates . ~hat 
bothers me is the delicate mechanimn, the way it is kept 
tmd has to bo handled very carefully. If you push it 
down, you may not be able to stop il . 

H.M. JR: You are ll1'ong there . 

(Mrs . Klotz enters the conf.erence . ) 

H.l!. JR: If you are right in what you are thinking-­
if the thing is put to any tremendous B.lllount of iale funds, 
the fun ds will still be there; and if this market sells 

,. 1 

off one or tT:o points, we will ,;;et it back again to actually 
their own . Then Yle go into this loan a month from DOTI 

or two months from now end the money will be there and 
there will be a good healthy undercurrent . This ~ay it 
seems to be kind of honeycon1bed. 

I.'R. Hl1AS : It has got froth to it, and the. t is 
expeotatio~ that you are no t going to issue t~o and 
half ' s, so they think there is scarcity value there . 

the 
one-

(J.l,r . JR: Look, boys, suppose I decide to issue two 
and a half ' s . You know the thinr, I keep all the time, this 
thing with February 13, on the plane. That is my Bible . 
They ought to give me a lot of statistics . 

l.~ . liAAS : Thet is the only way he could understand 
it . 

H.}.!. JR: If we had two and one-half's, ;,e v.ouldn ' t 
want a tr:o and one-quarter, would we? 

II.R. GAMBlE : If we l'estricted the ss.les of two and 
one-half, we would want a two and one-half . 

H.M. JR: You would? I am right now for rest ricting 
sales . 

MR. HAAS : It would have to be restricted more t han 
was indicated to the Bank Presidents, because they never 
bou~ht that much before of t~o and one-half's ~ th ell 
the1r idle funds . Last time they used only fifty percent . 
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II.!.'. JH: \'1ho else l\oulci cane in on t he bio and one­
half ' s? 

LIR. GfL}[BLE : Sa vines banks ,. 

1m. IIM.S: And individuals . 

H.U. JR: And individuals ! Then you would 11ant a 
two and one-quarter . 

~ . 
.._ ' 

MR. GAMBLE : You would, if, for exru11ple, insurance 
companies decided to give them fifty percent of their new 
cash and fifty percent on the cash they had accruing for 
the first three months. They would still be a big customer 
for tllo end one-quarters in that they couldn't satisfy 
ell of their cash needs . 

H.M. JR: \'.e'll let them satisfy their cash needs . 

MR. CTA1lBLE: ~hey didn't in the last drive use all 
their cash to buy t wo and one-half's . 

H.l.f. JR: If that is all v.e will say--if it is for 
insurance companies , then certainly I wouldn ' t have a two 
end one-quarter. 

MR. ct~~BLE : That would be for the insurance companies , 
but more specially for mutual snings banks that v1ould 
like a two and one-quarter, Mr . Secretary . They bought 
only one hundred million dollars ' worth . 

H . ~t . JR: Let mutual savings banks have two and one­
half? 

MR. HAAS : They may not like t o go out t hat far . 

MR. GAMBLE: They would like two and one- quarter . 

H.M. JR: I would then restrict the buyin g. 

MR. HbAS : To the banks you mean? 

H.M. JR: I am not goinF, to give insurance compani es 
a two and one-half and mutuals two and one-quarter . \'.e 
did it before . 
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l.IR. GA1iBLE : That is all ri ght; that is consistent. 

H.li . JR: You didn ' t do it in the Sixth . 

MR. MURPHY : \'Ia had a two in the Sixth . 

MR. GAJ.~ BLE : If 11e had no intermediate bonds, ' 57, 
one and one- half, the two and one-half will have a rua rket . 
There is nothing involved . 

H.l.f. JR: Free rider . 

UR. HAAS : No , restricted f ran that . 

MR. rtM~RLE: Res tricted . It would be a sixteen, 
nineteen, or eighteen . 

H.1!. JR: Banks can ' t buy? 

lliR. GA!,;BLE: No . 

H.U.JR: They could buy the two ' s . 

Mli . GAb: BLE : The,y could in the Sixth . They cannot 
buy the two and one-quart ers . 

H.U. JR: 'l'le would offer two and one- half, two and 
one- quarter, and pay also--

MR. BAAS: One and one- half. 

MR. GAMBLE : In the corporate basket. 

(Mr. Bell re- enters t he conference , ) 

MR. BELL: I called Ronald . Marri ner wa sn ' t in. 
He said he would go in an d tell them you would see them, 
and he said he VIas sure ten of them would be here . He 
will call Fitz. 

,. 3 
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H.l{. JR: I think the old man has had a oad night and 
a good idee . 

MR. FELL: I think that is a good idea . 

(Mr. Bell leaves the conference . ) 

H.}.l. JR: (To Mrs . Klotz) \~e are having good l uck . 
Those who ere in sympathy with the Government' s position 
on Bre tton Woods will be i n at nine- thirty tomor1·ow . Those 
wno don ' t want to come are out of sympat hy with the Govern­
ment . 

him? 

MRS. KLOTZ: You have got sometning t here . 

Am. l:l;'_llS: Who is the other besides Sproul , California? 

H. l!. J R: 'Ibey will all oome but Sproul. Do you v.ant 

MRS. KLOTZ : Yes . 

H.M. JR: This is t he counterp~rt . 

MRS . KLOTZ : That is very smart . They ~ill all cane 
but Sproul . ~bo says he is not alone? 

H.M. J R: Everybody will most likely come but Sproul. 
He is out of sympathy v.i th the Government, that is all . 
r think it is golng to work, too. 

MRS. i\LO'I'Z : Let ' s wait and see , 

MR. HAAS : Ronald said t here were going to be ten. 
He probably knows . 

H.ll.JR: Then you go to one and one- half . 

MR. HAAS: That is whet Eccles wants . 

H.!.!. JR: Whom is t ba t for? 

• 
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MR. GAM BLE: Individuals . 

R.l! . JR: V1ill that please Eccles? 

YR. r~RLE : ~nat will please everybody because that 
bits an entire field . He t hinks the banks ought to 
have it, anyway. 

H.1!. JR: Two and one- half' e would be for special 
classes, and two and one- quarters also for the same 
class . Individuals would buy t~o and one-halfs, and 
two and one-quarters , and then the one and one-half 
y;ould be--

~Ul. HAAS : Individuals only. 

H.M. JR: • • individuals only, and the seven-ei ghths 
would be for everybody, including t he ba.nks . 

MR. GAMBLE: Not directly, only through turn-over 
switching. 

H.JJ. JR: Unless I decide to do what these fell owe 
want me t o do--

MR. HMS : \':e have a 1i ttle plan here, and I t hink 
it i s pretty good • 

... 
MR. GAMBLE : We nave a better plan, or George has . 

H.M. JR: V.e have five minutes to go. 

1!R. MURPHY: I have it on one page now, J.Ir . Secretary. 
(Hands Secret ary maroo entitled "Cri t eria for An Offering 
of Securities to Banks Concurrently with t he Seventh 
War Lo&ll: attached. ) 

H.M. JR: (Reeding f r om mamo) "Of the total potential 
subscription of $1.8 billions permitted by t he formula 
just described, only about $200 millions would be allowed 
t o the approximetely one thousand largest banks in the 
country, whioh hold over -75 percent of total deposits ; 
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while the remaining $1.6 billions v.ould be allowed to the 
smaller banks . " 

I see . 

"The fol'lnula just described does not exclude the 
l arger banks altogethe r . We do !JOt beli eve that this ~1ould 
be wise, for the following reasons : 

"(a) It would presen t a difficult 'notch' problem'--" 
you and your notches : 

MR. MURPHY : You have those in connect ion with your 
t axes when you break them in t he middle. 

(Discussion off t he record. ) 

H.l.i. JR: It is very interesting. \'1nat would you 
offer these people? You don 't say what security you will 
offer t hem . 

MR. GAM BLE: They would like anything fr om one and 
one-half to two and one-half . Probably we would offer 
them two and one-quarter . 

H.M. JR: No, no . 

LIR. GAMBLE: We have in the past . 

MR. HAAS : You di d toe little banKs last t ime. 

MR. GAMBL~: You have given t hem two and one 
quarter and two and one half . 

MR. HAAS: F's and G•s . 

~m. flAMRLE: It expands the formula . 

MR. J.IDRPHY : They have subscribed almost entirely 
to the two ' s; they have passed up the two and one-half ' s 
end two a.nd one quarters • 

. 
H.~.JR: \',ould you boys zet me up a one- page mBDIO 

like t his-- get star ted a ')~ay--as to whom we would allow 
to buy if we are going to restr ict the t wo end one-halfs~ 
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Let's have one saying, "The two and one- hal f ' s would be 
available to the follo'Wing ol asses, " and hoVI much you 
think you would e;et that way . 

~R. r.A~'BLE : Or reverse it and say, "The two and 
one-half's are available to everybody unrestricted except 
mutual savines banks and i nsurance c<lllpani es, Y1ho are 
restricted under the fol'!llul a . " That is the story, l:r. 
Secretary, 

H. I.' ', JH: You 'wouldn't let the banks have it? 

MR. GIJ!BLE: They have never been able to buy it, so 
t hat is what actually happens , You don't restrict any 
t rust funds or pension funde; and if you try to separate 
those people out, you deprive every fellow ,,ho ought to 
have it in order to control the sale , 

H.r . JR: \'lho would get the tv.o and one- quarters? 

1ffi. GAMBLE : The same market , Everybody woul d get 
the two and one- quarters except commerci al banks . 

H. l!. JR: Would there be a lot of free ridi ng? 

MR. GAMPL~ : Kever in two and one-quarters . 

H.!.!. JR: \.by not as much as ho ' s? 

MR. GAMBLE : They can ' t be eold in commercial banks . 
They could buy this eight years later . 

H.M. JR: Class is adjourned for this morning. 

Vfuo ie going t o be here when we see t hese brokers? 
~ho ia going to be here when ~a start at ten forty-five? 

MR. MAS: Whoever you unt . 

H.M. JR: I think George, end I definitel y wan t g&mble, 
starting at ten forty-five . 

' 7 
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llR. GAllBLE: All ri ght, sir . 

H.Ai. JR: Let ' s have Henry A:urphy, the t hree of you. 

Just one second, that was a very .good memo . 

J.!R. HAAS: Thank you . On the insurance basis , Mr . 
Secretary, woul d you look wi t b favor on not giving them 
two and one- halfs to cover their new funds? In other 
words, I am trying to get a restriction which means some­
thing, like rationing, ghe the people all they want. 

H. li. JR: Gentlemen, let's say on the first of May 
how much money are you going to have? 

MR. C.A1fl&E: You can have your cake and eat it, too, 
on this ration thing. There, is a possibility. 

MR. HAAS: If you handle it a certain way--

1fR. GAMBLE: You might still keep that point, cash 
needs. 

H.1.:. JR: The way to do the t would be to say they 
can't have any future money, only invest up to what t hey 
have. 

MR. GAUBLE: ~hat i s impractical . 

H.M. JR: Give me a me:no. 
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1, You nge1hd ~' n.e eri hl'ion tor 1uoh an otteriq :!ft: be 'be oljj81f1oaUoa ot n.e banka tor 'he p1rp01e ot 
q R1" loan 48po81'1· 1Jo ~ .. , belieTe ~' 111oh a 

arihl'ioa 11 praoUoable tor 'he tellowing reuoa11 

(a) ~ou' tbre1 \bouaaad ot 'be •waller baak1 Go 
ao' lt.&Ye R1" lou aooout1 d a:Ll and 10 would 
bo exclUded a:Ltoso'ber trea n.e otteriq. 

(b) !lie R1" lou 4epo81'1 ot a beak are rola,ed, 
ao' aerel7 '- 1 'I 81se, bv.' a:Leo '- 'he 118011D' 
ot bll.81ae11 1 t c1o .. ia CloYel'DaOa' boat.e. fo 
faYel' baakl 111n. •aell R1" lo&D depoli' a00011D,II 
'beretere, would be 1a par' w pe-lise 'u 
b&Dlt1 ~t h&Ye c11)no 'he bee' bueia .. l ter 'he 
!l'e&llll'J. 

(o) Bealr1 lt.&Ye been q~eo1t1oall7 v.rpd bJ ~ 
!l'eaelll'J &Dd tiB hderal Jloeel'Te 871ha '­
iaereaee 'heir R1" loan dopoli' aoooan'•· 
!heJ llhould DO' be pe-liaed tor tollo111q 
thie &4Y1oe. 

2. n ••e•• w ue ~' '-'al ...... would be a beUao 
orUerioa 'han R1" loan aoCMtun'• ter 41ttereaUaUag n.e ..., .. , 
ot n.beer1f!!e• allowed w b&ll!re. !he oal7 a•ail.Ule 4a'a ea 
n.e lise o e1t1oa,1on et ban!re are baeed oa 4epoe1'•· BowYer, 
eieoe depoe!'• 1180aDt, on 'he aTerap w alxl'llt 93 peroea' ot 
~ '-'al aeeete ot a1l ban!re, data oia,;81t1ed b7 4epol1 '-•he 
ol&le 11•• a luttio1ea'l7 aoova'• 1a41oaUoa of aeee'-lizo 
olaee &leo. 

3• Ia 19'1-3, tihere were about 13,207 iaev.red. oo-oial 
bealre ia n.e ooatr,. ot Q.,eee b&ll!re, U,~l W ~oeUe 
ot loll n.an t5 .S.lliou, aa4 l, 756 W 4epoeUe ia exoeee 
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ot $5 aillions. The 11,451 banb with deposits ot under t5 
mi llions had total deposita ot tl5 billions, 'llhile the 1, 756 
banlta with deposita ot o'IBr $5 millions bad total deposita 
ot $79 bill'iona. * 

It all banlta were permitted to subscribe to securities 
in an amount equal to 10 percent ot their total deposits, 
but not over $500,000 (i.e. , 10 percent ot $5 mi llions) , the 
total potential subscription would be (allowing tor deposit 
growth sinoe 1943) between $2-l/2 and $3 billione. 

4. You sugges t ed that i~ mi ght be well to exclude the 
larger banke altogether. We do not believe that tb1a would 
be wise , tor t he t ollow1ng reasons: 

(a) It would present a d1ttioult 1 notoh1 problea -
i.e., a bank Just over t he limit would be sub­
stantially worse ott than a bank Just under 
it. This could be obviated only by an arbi­
trary and compli cated 1 not oh1 provision. 

(b) Eliminating the larger banks would appear 
arbitrary and might very well be the target 
tor signitioant or1tioism. 

(o) Substantially the same purpose oan be achieved 
by aeans ot a 1 oe1ling1 as here suggested, 
since a $500,000 subscription means a great deal 
to a small bank and a very 11 ttle to a large 
bank. 

* file data in this paragraph are baeed on insured oollllllaroial 
banlts examined during the year. 'l'he tigures tor eaob banlt 
are as ot the date ot i ta examination. There were only 67 
insured oommeroial banks not examined during t he year • 
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RMJr: 

Frank c. 
Walker: 

RMJr: 

W: 

HMJr: 

W: 

HMJr: 

W: 

RMJr: 

W: 

( ) RMJr: 

~I· .. 
HMJr: 

W: 

HMJr: 

W: 

Hl-!Jr: 

W: 

HHJr: 

0 

Hello . 

Hello . 

Henry talking. 

Febru~ ry 28 , 1945 
10:40 a.m. 

Hello , Henry. This ie Frank Walker . 

Good morning . 

How a r e you? 

Okay . 

Too bad about old "Pa• isn't it? 

It's a shame. 

Say, Henry, Bob Hannegan's very anxious to have 
us all come to that meeting tonight at 5:45. 
\Hll you come it you can arrange it? 

Oh, I've notified him. 

Tha t you ' ll be there? 

Oh , yes. 

Fine. 

Yeah. 

All right, Henry. 

• 

I've notified h.im -- 5: 45 - - yeah, I've notified 
him. 

'.~ell , I 111 see you later then. 

Right. 
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APPOINTWENTS WITH THE SECURITY 

DEALERS ON WEDNESDAY, 

FEBRUARY 28 , 1945 

10:45 Colonel Al lan Pope , First Boston Corporation, 
New York 

11 : 15 C. J . Devine, c. J . Devine and Company , New 
York 

11:45 Benjamin Levy , Solomon Brothers and Hutzler, 
New York 

12:00 Dudley Mills and Herbert Repp , Discount Corporation, 
New York 
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HMJr : 

Opera tor: 

HI~Jr: 

Oper a tor: 

Operator: 

H!~Jr: 

Oper ator: 

HMJr: 

Opera tor: 

HMJr: 

Oper a tor: 

HMJ r : 

Opera tor: 

Opera tor: 

HMJ r: 

Marion 
Johnston: 

ID4Jr: 

J : 

H)!Jr: 

J : 

Hello. 

February 28 , 1945 
12:10 p. m. 

Mr. Grew 1s at General Watson ' s funeral. 

See it James Dunn •. . . 

All right. 

(Pause ) 

Hr. Dunn i8 a't the funer al , too . 

Giv e me somebody , whoever the r anki ng person i8 
i n Mr. Gr ew' s offi ce . 

Right. 

His outer office -- there must be some secretary 
in his office . I want to talk to him. 

All right. 

I n Mr. Grew' s office . 

Right. 

Some secreta ry. I t ' s urgent. 

Right. 

(Pause) 

!l,rs. Johnston. 

Hello. 

Yes , 1-lr. Seoretary. 

ll,re . J ohnston. 

Yes. 

Yester day afternoon I talked to Mr. Grew about the 
signi ng of this French Lend-Lease. 

Yes. 
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Are you familiar with it? 

Yes , I am. 

And I made the suggestion to l~r. Gr ew the t the 
signing should take place in 1~. Roosevelt ' s 
office . 

Yes . 

And Mr. Grew liked that very much. 

Yes . 

And I gather ed that t~~t was what would be done . 

Yes. 

Now, two thi ngs have happened. One, I ' ve been 
t old by !~r. Pra nk Coe, who is looki ng after th1B 
for me, that the signing is to take place in Mr. 
Gr ew's office t his a f t ernoon at ~:30. 

Yes , that 's right, Mr. Morgenthau , and I know 
t hat Hr. Gr ew intended to phone you befor e going, 
but he dashed out •••• 

Yes . 

ane he was goi ng to gAt in touch wi th you ae 
soon as he go t back . 

Well , what abou t the suggestion or havi ng it i n 
the Presi dent' s office? 

I believe that i t 's not going to be ther e. 

Oh. 

,. 8 

Re ha s talked to someone , and he wanted to call you 
and talk t o you but he didn 't have a minute before 
goi ng to the service because he was called out of 
t he office, and I'm goi ng t o have him call you Ju st 
as soon as he comes back. 

Well, you see, I I don't want to bother him 
about calling me-- that doesn't bother me. I 
still think that it would be mos t usef ul as I 
explained to hi m yester day, and he seemed t o ag r ee 
wi th me that-- i f it could be done in the President's 
office. 
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Well, he evident l y has spoken to someone over 
ther e about that. 

I see. 

And he wanted to talk to you. 

I see. 

So I ' ll cal l you as soon as he comes 
expecting him back around 12: 30 or a 
after. 

ln. I 1m 
little 

All r ight. The other t hing 1s this: 
including my name 1n the r elease and 
had a chance even to see 1t. 

they're 
we haven' t 

Oh , really? 

Yes. And I don't want a release to go out, and 
they've given us a deadline of one o'clock. I 
don 't want a r elease to go out with my name on 
1 t unless ~rr:. Co e and our attorneys have ampl e 
time to look at 1t. 

Well , I' ll have l~r . Grew call you jus t as soon 
as he comes ln. 

Yes. 

Because I know he wants to talk to you about 1t. 

Well , there are two things, you see? 

Yes. 

tou've got 1t straight? 

I have. 

Tha nk you. 

All right. 

--
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Hello. 

l~r . Grew. Go ahead. 

Hello . 

Hello , Hr. Secre tAry . 

February 28, 1945 
12:}} p.m. 

I clldn ' t know there was a funeral. \of ere you 
notlfied this morning? 

'ol'ell, I heard about it. It was "Pa" Watson's, 
you know. 

I know. I would have gone, but I didn't know 
there was one. 

Well, I -- I happened to hear about it yester­
day. 

I see. 

But I don't think there was anything ~ubllshed 
11bout it. 

Oh, yes. 

\ofe just got back now. I t was pr etty wet out 
ther e. '-'el l , I wanted to tell you that I took 
that matter up with the President, 11nd he doesn't 
w11nt it over there. 

I see . 

So, we're having i t here at four o'clock. 'ilould 
you by 11ny chance care to join us? 

I . . .. 

No obligation unless you want to, but you , ot 
course, would be welco.me lf you would feel like 
doing it. 

What time i e it going to be7 

Four o'clook. 
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At four o' clock. Well , I'll-- I ' ll - - who all • .. . 

~ell , l eave it -- leave it ooen. I don 't know -­
it 's just an informal thing . I t blnk --I don 't 
know just whether Bonnet or Monnet is going to 
sign. Do you know? 

No, I wouldn't know. 

Well, I don 't know, but I jus t - - we 're jus t going 
to be r eady a t four o ' clock and Jus t sign it and 
that's all ther e is to it. 

I s ee . 

If you f eel like coming, you' ll be welcome. Leave 
it open. 

The other thing that I mentioned was -- thank you 
very much , but I just don't know-- i t ' s one of 
these crazy days. 

Yeah, we'll leave it that way. 

Now, the othe r thing is, I told your secretary , my 
I understand tha t my name ie in the rel ease , but 
we ' ve not ye t been shown the r elease . 

Well, I -- Mike Mc -- I think, was cl earing with 
your press man so f a r as I know. As I say, I 've 
been out for the last hour. I'll check up on 
that. Would you l ike to 

Well , if they would just clear it with Frank Coe. 

Frank Coe? 

Yes. 

All right. I'll see t hat that's done. 

Will you please? 

I ' l l do that right away. 

I thank you. 

Thank you. 
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Thank you tor the i nvitation. I' ll try to make 
it bu t I can't be sur e . 

Just as you please. No w, I'll see you at the 
Pentagon Building .... 

At 3:15. 

at 3:15. You think we can get through in 
half an hour do you? 

I -- I -- we ' ll have to . 

We'll have to. (La ughs ) 

Yes. I thought you were going on the air at 
tour. 

Well, I -- no, this is -- I had something else 
whi ch I put ott at t our . 

Oh. 

It was a Congressman, but I managed to dodge 
that. 

Good. 

Then I have the United Nations signing at 4 :30 
so there's plenty to do. 

You've got a busy day, too. 

I have indeed. Press conference at 2:30, and 
just one thing after ano~~er . 

Well, thank you so muoh • .. 
Al l right. I'll -- I' l l · Michael t o clear wi th 
Coe right away. 

It you please . 

\o/hat his first name? 

Frank. 

Frank Coe. All right . 
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HMJr: Yes . 

0: Good. Thank you. Bye. 
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February 28, 1945 

JmfORANDIDl FOR THE SECRETARY 'S FILES: 

Luncheon meeting held in the Secretary's 
dining room at 1:00 p.m., February 28, 1945. 

Preaent: Secretary Korgenthau 
Vice President Truman 
Senator Barkley 
Senator Wagner 
Senator Hill 
Mr. ~cheaon 
Mr. Hannagan 
Mr. White 
Yr. O'Connell 

Subject: Bretton Wooda legislation. 

The Secretary opened the discuaaion by asking lor any 
advice or comments the group might care to make with respect 
to our handling o! the Bretton Woode legislation. Senator 
Barkley felt that it waa a little early to tell where the 

' 

weak apote ~y be on the Democratic aide o! the aiale in the 
Senate, but felt that the situation would begin to be a little 
clearer as soon as the hearing& get under way. He did auggeat, 
however, that we ehould continue to do a number o£ things to 
arouae people's interest and to. keep the interest o! all the ~ 
people on the Hill. Specilically he auggeated that we could 
counter the A.B.A. report by distributing some o£ our own 
literature to JUmbera of the House and the Senate, and by 
having aomeone ineert in the Record from time to time aome 
ol the more illuminating apeechea and reporta which take our 
aide. 

Senator Wagner indicated that he would be glad to insert 
whatner we wiah hill to in the Record, and llr. O'Connell ia 
to give him oopiee of the Secretary'• epeechea in St. Louie 
and Detroit lor that purpoae. 

Senator Wagner indicated that he doea not know aa ret 
how tta. varioua Mmbera of hie Committee atand, but npreaaed 
ea. alight doubt about Senator Radolif!e. On the other hand, 

Regraded Unclassified



0 

• 

- 2 -

he nid he thought Senator Buck of Delaware (Republ~can) 
would probablr be tor both the Bank and the Fund. 

The conaenaui aeemed to be that things were going 
along pretty well but that we could not afford to overlook 
any beta. Senator Wagner indicated that he would be pre­
pared to hold hearing a before hie Colllllli ttee at anr tilae we 
thought it desirable, but not, ot course, until after the 
hearinga before the Houae Committee have been concluded. 

£ 16 
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Re: VIAR REFUGEE BOARD 

Present : Mr . O' Connell 
Jolr, Gaston 
Ur. DuBois 
Mr. Pehle 
lolr. Aarons 
lolr . Coe 
General O' Dwyer 
Miss Hodel 
Mrs. Klotz 

February 28, 1945 
2:40 p.m. 

< 8 

H.M.JR: Hello . I haven' t seen you all day. ~here 
is the General? 

GEN . 0' DWYER: hight here, sir. 

H.M.JR: General O' Dwyer, this is Mrs. Klotz . 

WlS . KLOTZ : How do you do, General. 

H.M. JR: Well, General , we have twenty minutes . Where 
do we stand now before we go over to the meeting on this 
license? · 

GEN . 0' DWYER: I think you know the facta, don ' t you, 
sir? 

H.M.JR: Yes , I know t he f acts. The only t hing is that 
I am not up to date, and you mentioned a cable that c~e 
in yesterday from .McClelland • 

.MISS HODEL: A last-minute cable. 

H.U. JR: Some cable just came in . 

MISS HODEL: In the last cable we received from McClelland, 
it was reported to us that Sternbuch, the Swiss representative 
of the rabbis, is pressing for a remittance directly to 
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Sternbuch and to an account in his name only. McClelland 
said he would pass tbP.t info1~ution on to you. 

H.M. JR: That •s last? 

UISS HODEL: That ' s last . 
• 

H.M.JR: Have you a digest of what has happened? 

MISS HODEL: I have a summary here, including what I 
gave you yesterday • 

. (Hands Secretary memorandum, which is attached. ) 

GEN. O' Dl~ER : Would you like t o stat e our position 
on that, from ~ level down, what we did? 

H.M. JR: I wa.nt a rehearsal of what you are r;oinr; to 
state to the War kefugee Board at t hree- fifteen , and how 
you are going t o state it to them. , 

GE.N . 0' D\\'YEH: This is the case: The Vaad Hahatzala 
succeeded in getting twel ve hundred and fi fty ~eople across 
the line about two weeks ago . They had a man 1n Swit~erland 
named Sternbuch who had been saying right along that through 
his f r i endship and work with Uusy, the Swiss, that he could 
arrange to have people taken out of the land in large numbers 
and frequently, and no one believed him, apparently, but the 
twelve hundred and f ifty came through. Then, Sternbuch 
asked people her~ to send him the nine hundred and thirty 
thousand dollars and that he had to have that to set it up 
in Musy's name in Swit~erland. They procured that money; 
then they came to us for a license. 

Now, it so happened that betr.een the ti.tte that they 
got the money and came to us fo r the license that we had 
had some official communications f rom Switzerl and, and 
we also had info~tioo we picked up here and there that 
there WaJ SOmething about t he arr::femeots between Kusy and 
Rimmler and the generals under H er that might indicate 
ransom. We talked to Yr. Warren about that, Miss Hodel and I , 
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and we aearohed all of the cables to find out what there 
was in the cables to tell us what was the nature of that 
understanding between Musy and the Germans, and the best 
we could get was a cable that came around sometime about 
two weeks ago from Mr. Huddle--isn't that the name--from 
the Legation, in which he went into great length to say 
that there were some dealinfs between Uusy and the Germans , 
but also there were indicat ons that the Germans wanted 
to let these people out anyhow, and that it didn ' t look 
like ransom. 

Now, there are expenses that must be met in taking 
these people out , and Mu'sy would be the one to have to 
pay these expenses . There is transportation, and many 
other things like that . Twelve hundred people being 
transported is an expensive proposition if you have to 
pay for it, so we felt that Y1hen this application for a 
license was made we were confronted with making a decision. 
That decision might well adversely affect the coming of 
others, and one of the things that we decided to do was 
not to do anything t hat would prevent people from crossing 
the line . · 

Now, the question of whether or not the money would 
be paid to UUsy or how it would be paid to him was not 
the question before us . The question was would we say 
in a cable to Sternbuch, "You can' t have any money," or 
would we say to him, "You can bave money, but it must be 
under our control until we tell you to let it go." Now, 
we believe that that 1atter way would be an indication to 
Sternbuch and Musy that they wouldn't have to wor ry about 
the money if the deal was all right . Conseque.ntly, I 
recommended that the license ge granted to send this money 
to Swit zer land in the name of Sternbuch and McClelland. 
That would mean that this money would remain intact and 
could not be promised or let go until we had all the facta 
surrounding that deal to see whether or not he could justify 
the release of it . That' s the way the case is today. There 
is no change in that . 

Now, if we were to say, "You can ' t have any monei,'with­
out having all the facta, that would not be a just decision , 
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and it might have the effect of stopping the passage of 
these people t hrough the lines to safety. We might very 
well, by doing it that way , have defeated the purpose for 
which this organization was set up . On t he other hand, 
there is nothing to be feared from doin~ it the way we 

"'1 , .. 

do it, because all we have done Vlith t hls license is to 
send the money to ourselves . It hasn 't left our control, 
and it won 't until we give the word. We are not asking the 
Refugee Board to make a deci sion to release this money. All 
v.e are asking now is in view of the facts as they are stated 
we want an approval of what we have done up to the point 
we have gone, with the understanding that if we move beyond 
t hat point in t he disbursement of that money, we come back 
to the Board for approval before that is done . 

H.U.JR: Well, as I understand it, t he license was 
drawn in t he name of McClelland and Sternbuch. 

G~. O'DYi~ER: That 's right . 

H.M.JR: And was drawn to show that it only could be 
released on order of the 'l'reasury. 

HR. AARONS : It is now drawn so it can be--it' s 
authorized by the War Ref ugee Board. 

H.M.J R: That ' s the way I want it . 

Lffi . PERLE : Lfr . Seore tary, may I say something? 

H.M.JR: Sure, you're not here for your looks . 

MR. PERLE : On the ~ar Refugee Board' s recommendation 
on t his, I heartily agree with everything t he General said . 
I want to be the devil's advocate f rom t he Treasury' s point 
of view. You sit on thi s thing as Secret ary of the Treasury, 
and not as a private citizen, and part of your job is certainly 
in issuing a license to carry out the fUnctions of the 
Foreign Funds Control in the Treasury. 

Now, I want to raise a question as to whether a sound 
case has been made out for issuing this license. The rabbis 
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aren ' t going to be sat isfied wi th this license at all . They are only satisfied because this gets the money in Switzerland, one step nearer release . I would guess that once the money is sent there would be tremendous pressure for the actual release of the money so that that issue will have to be faced . This license and the sending of this money may be taken as a single--maybe all the critics of this thing are waiting f or it to let loose a blast. The sending of the nloney takes you in with the Lfusy-Himmler negotiations, because that is what this money and this whole thing is a part of. Now, we are dealing with a guy--1msy--nobody trusts. We don ' t know y,·hat the deal i s ·and we don' t know why the money is being sent , and I am raising a question whether, as Secretarf of the Treasury, you ought to take t he position that th1s money should be sent. 

I think it ought to be cleared. There will be criticism either way you act. If the money doesn ' t go, the rabbis are going t o tear the town loose. If the money does go, other people will criticize . I have r ead the memo over . I don ' t tnink much of a case has t o be had to show this will actually save lives . It is conceivable it might, I agree, but the case is some~at dubious , to say the least , To say that you would be justified in sayin~ you want to know more about it before you ,agree to i ssuln£ a license seema to me to be a sound motion . I wouldn ' t take it if I were sitting in General O' Dwyer's chair, because it is the job of t he •ar kefugee Board t o press for every action . This Government baa been way behind all the way through. Somebody has to be appointed to stand up and say either we will do this, or not do this . Have you made a case? I am raising a que·stion as to whether a case has been made . -
H.M.JR: Well--

MR. PERLE : I am worried about your personal position . I might say that I am really worried . 

B.M. JR: I am glad somebody is worried . 

KR. PEHLE: I don' t mean to iaply other people aren' t too, Mr. Secretary . we all are . 
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GEN . O'DWYER: That's right. 

l.IR. PERLE: It ' s a tough case. 

GEN . O' DWYER: Could I break in on that point , Ur . 
Secretary? I disagree with Mr. Pehle on all the points . 
In tne first place, it doesn't bring the Secretary into 
this picture at all . The Secretary up to now is a member 
of the Board only . He hasn' t had any contact with the 
Board, and the Board hasn ' t had that contact . Everything 
that has been done up to this time has. been my doing, as 
Executive Director . 

H.U.JR: Look, General O'Dwyer. I don't know how, 
but believe me , I am posted, blow by blow, on what you 
and other people do from wholly outside sources . I know 
it before anybody in this room tells me . 

G~ . 0' DViYElt: You can ' t miss on that . 

L '3 

() H.M.JR: I know, blow by blow, what happened over the 
week end before you people got it to me , and from a source 
that is worrying me. I don ' t mean everybody here looks after 
me . I withdraw that remark, that was just a saracastic 
remark- -a stupid remark. But , your doing that doesn't 

• 

help the situation at all, in the eyes of a paper like the 
Chicago Tribune . But I am not personally worrying about me . 
I mean, people that have worked with me for a long time--! 
crossed that bridge a long time ago--and if every time 
some of these things came up they would have asked if it 
was going to be good or bad for me , they never would have 
gotten anywhere. ' 

. ~ PEHLE: That ' s right . The whole Board started 
that way. 

H.M.JR: They never would have gotten anywhere, and 
f rom the time it first came to me, the first information, 
I made up my mind that this ia something I would have to 
do and put my neck out, and I have . These boys wouldn't 
have stayed on it, and Miss Hodel, as long as they have, 
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if every time something came up I said, "Mf God, what' s 
going to happen to me on this thing~ " So, that isn ' t 
the thing that is motivating me . When you look at this 
thing coldly, see, aa evidently the !~asians do, and 
after all, the Russians have been more realistic on all 
of this , you just don't know what these devils are up to. 
I mean, nobody has been able to give a satisfactory answer 
to a mind like Rimmler ' s. I mean , we haven't ever had a 
mind like that, and what is motivating that man, I don 't 
think anybody in this room is smart enough to know r- I 
will talk for me--cool eno~h, devilish enough~.-So, 'llbat 
this man is really up to, I don' t know, but the purpose 
of this meeting is this: Not to backtrack, see, but to 
make aure that the board knows about it, which they didn 't-­
Kr. Stimson, Yr . McCloy I don ' t think--! mean, somebody 
down the line may have, but I don't think either Mr . Stimson 
or Mr. McCloy knew about this yesterday afternoon, did they 
Miss Hodel? 

MISS HODEL: I don ' t think so . 

H.M.JR: I don't think on a thing tricky as this--after all, 
the Board is a Presidential Board, and we can go along 
stalling and do these things . We did one thing without 
telling them and--

MR. PERLE : The same thing apptp. to what you said 
about the other thing. A lot of things we have done with­
out clearing because we wouldn't have gotten anywhere. 
Here is a good case . 

H.M.JR: They didn't call you . They called me , didn't 
they? 

MR. PERLE : Sure . 

H.M.JR: And I think that the thing should be put before 
the Board. Let them argue it, and then let them decide . 
ifter all , the thing was pending before the State , and let 
them see wh.at they are going to do. Now, I think one other 
thing. I think the Board should--not the Board, but I will, 
if nobody else wants to, should bring to the attention of 
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l.!r. Stimson and Mr. Grew that these people are using the 
diplomatic pouch. Now, if Mr . Grew and Mr . Stimson said, 
"\\ell, we don't want to shut till t off, " all right, but I 
am not going to be satisfied. Now, that has been raised 
to my attention so forcibly that that isn't brought up 
and brought to their attention, because while this, 
supposedly, and most likely is used fo r good ~urposes . 
there is no guarantee that that pouch isn 't used for- -

MR. PEHIE : The Poles have the worst motives, I 
should say. The Polish Government has the worst motives . 
They are catering to Jews because they are the only group 
they think they can get support from. 

H.M.JR: In the whole history of Poland for the last 

,. r. 
,,~ 

one hundred years Y.hen the Jews were there as their subjects , 
nobody treated them any worse . 

MR. PEBLE : That's true . 

() H.M. JR: So why suddenly this Polish Government--and 

0 

I know these people--why they--

Mn. PEHLE: It's a political move , 

H.M.JR: Why they suddenly should become the friend 
of the Jews, jusLdoesn't make sense . There must be some 
ulterior motive . %hat else goes in that pouch, heaven 
only knowst 

MR. PERLE: Stopping them from ~sing it for t his purpose 
doesn ' t stop them f rom using it for worse purposes unless 
you stop the pouch. 

H.M.JR: That' s what I am going to suggest . 

~ DuBOIS: It seems to me that could be taken care 
of by the General mentioning the fact that it is going on, 
and by the General SIJlng he has told them to cut it out . 

H.ll.JRa : -.o haa'P 
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GEN. O'DWYER: I have . 

~ DuBOIS: He can tell them those facts, but I 
don't think you have to focus the issue on t he Board to 
decide whether or not to out it out . 

"'G t. t 

H.M.JR: No, but it should be brought to t heir attention. 

MR. DuBOIS: On the point John Pehle made, which I 
disagree with, taking care of some of them, you might 
want t o consider this. On the record, to make a good 
record, the rabbis have asked for this money to be trans-

• mitted direct to Musy. What in effect you would do is 
write a letter to the rabbis , make a formal appli cation 
denyin~ it, saying, "'Xour application to transfer this money 
i s den1ed to Musy. However, we are sending it to our man 
in Switzerland, where he is going to sit on it until we 
determine t he facta , 11 and that will protect you here on 
the record and at the same time--

MR. PEHLE: 'Xou mean McClelland and St ernbuch? 

MR. DuBOIS : That will protect you on the record here . 
"We have denied you on the application, and we have done this . " 

H.M.JR: Denied what application? 

1ffi. PERLE: To send it to lohlsy. 

YR. DuBOIS: ''\ie have denied your request to send this 
money to Mllsy. " 

MISS HODEL: We have done that orally. 

MR. DuBOIS: I want it on the record. 

GEN. O'DV~ER: I don' t think it is clearly understood 
that this license never let that money out of the oontrol--

MR. DuBOIS: I wanted that to be cleared on the record • 
• 

GEN . O'D~YER: This money never got out of the control 
of the Board under the license . I t wouldn't be if--
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H.M. JH: The reference was back 'to the Trea'Sury, and 
not back to the Board , 

Llh.. DuBOIS: He didn' t mean that . 

GEN . 0' 0'.\YER: I mean that the monej'--that the license 
puts the money in the name of Sternbuch and McClelland, 
and t hat •s the way it must stay. 

H.M.Jh: And it was as of yesterday that it should be 
referred back to the Treasury for release and not back to 
the Board. 

':.' 7 

GEN . O'D~: The point I ~as emphasizing waa the two 
men's names . 

H.11. JR: You put the thing up to them and we will see • 

.. 
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V•AR REFUGEE BOARD 

Present: Mr . Gaston 
Mr. 0' Connell 
Mr . Pehle 
Gen . O' Dwyer 
Mr . DuBois 
!Jr . Aarons 
Miss Hodel 
Mrs . .Klotz 

February 28, 1945 
4:00 p.m. 

,. s 

H . l~ . JR : The trouble with that is this: You are 
te.kin§ a man f r om one orRanization, and JDC can very well 
say, This isn't a question of getting refugees out of 
Germany; it i s confined to the Jewish probhm, " and then 
I think you get us in wrong with the Viorl d Jewi sh Congress 
end all these other Jewish organizations . 

GEtl . 0' DY.YER : All right . 

H.AI . JR: I tell you, if this bother s you, I v1ould 
just as soon t ell t hese peopl e wha t v1e have done myself'". 

GF.N. O' IJ<.YER: lt doesn ' t bother me at all . 

(Mr . Aarons enters the conference . ) 

GEN . 0' ~\YER : 'They are troubled. ~'hey mi ght have 
some trouble as to my un~erstanding, my interest in t his 
thing. I am new to t hem. 

H.M. JR: You think it over. I have no hesitancy 
in telling them what happened. 

Miss Hodel, you have got to practice your minutes, 
a~ay; go ahead. 
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MISS HODEL : Vre had a very successful meeting with 
the Board members in Mr. Stimson ' s office . llr . Grew 
was present and Mr . McCloy, and Mr . v.arren accompanied 
l.!r. Grert. 

General O'Dwyer presented the problem to the Board 
as it had been discussed here , and he asked for their 
approval on his recommenda tion that a license be issued 
permitting the remittance t o St ernbuch and ~cClelland 
with a provi sion that no payment be made or commitment 
for payment be ll!ade except as authorized by t he V.ar 
Refugee Board. In presenting his case r.enerel O ' ~yer 
poi nted out that the communications betr;een Sternbuch and 
t he rabbinical group in this country had not been through 
this Government ' s channels . He indicated that they miGht 
be through the Polish, and he indicated t l.a t it, all 
probability the rest of our information-- th&t t he communi­
cations were coming throu~h the Polish Governu•ent ' s diplomatic 
facilities . 

H.A' . JR: You said Polish channels . Isn' t that what 
you said? 

A:ISS HODEL : Yes, Polish channels . 

Mr . Grew raised the question as to whether or not 
the granting of this license and the permission--

H.~ . JR: Excuse me . t'r . Stimson first rei sed the 
question whether t hi s was ransom or not? 

MISS HODEL: Ye s . 

UR. GASTON : The question he raised wa s whether we 
were will ing that ransom be paid. 

H.M.JR: And we answered--

k'R. PEHLE: ••• whether the Treasury would license that . 

H.M.JR: And we told them no. 

»>SS HODEL: ~~en ~r . Grew rai sed the question--l~ . 
Grew indicated t nat he wa s satisfied that we would not be 

Regraded Unclassified



0 

0 

• 

- 3 -

benefiting the enemy by permitting remittance under 
these r estrictions, but he rai sed t he question as to whether 
or not the grant ing of this license mi ght in any way be 
misleading from a psychological standpoint to any of t he 
people who mi ght be involved on the other si de. 

Then i t was pointed out t hat t he amount of money 
involved i n this case probably would not be of any 
real interest to .them as a ransom proposition, nnd t he 
recent cables indi ca te t hat llimml er and t he group in 
Berlin involved in this thing are real ly int erested in 
good publi city in t he ~ . s. press on the sudden great 
humanitarian gesture; t ha t fa ct was brought out . That 
was probably one of the real motivating things behind 
this whole deal. It was brought out to show t hat we really 

· don ' t know what the facts are with respect to the back­
ground on this whole deal. Mr . Stimson then agreed t hat 
we would not be benefiting the enemy. Hov.ever, on that 
point--

H.M. JR: No, no, what Mr. Stimson said is, "I am 
sure nobody in any way wants to benefit the enemy . " 

MISS HODEL: All right, and t hen General O' Dwyer 
poi nted out that there might be some l egi tima te expendi­
tures t hat the Boe·rd could recommend for payment at a 
later date, and there was some discussion about the type 
of t hose expenditures , transportation costs, maintenance, 
some legitim.ate expenditures inside Germany itself for a 
trip across the country, and so fort h. 

H.M. JR: Then sort of speed it up . The other t hing 
I think Pehle and the General can help you on . 

Then Mr . Grew said--! don ' t know at Vlhat point he 
said it, but in the instructions th~t ~o to McClelland 
he said, "It should be clea.red in issu1ng this license 
t hat, one, under no circumstances should any of the 
money be used for ransom, and t~o, make it perfectly 
clear t hat before any of the money could be expended it 
must be referred back to the \\ar Refugee Board' for 
action . " 
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MI5S HODEL: That is ri ght . 

H.!.' •• TR: And we rlecided coming back in the car 
that we would infonn the rabbis that , one , this money 
could not be used for ransom; tv.o, the t v;e take your 
suggestion, Joe , tha t we would turn dovm t hat first sug­
gestion t hat it go directly to Sternbuch and McClelland, 
and t ha t the ma tt er must be in any case referred back to 
·t he l.ar Refugee Board . 

MR. GASTQt; : Mr. GreY. said it must be made plain to 
McClelland and Sternbuch that if t hey request a release 
of license for the actual expenditure of any of these 
funas , they would heve to explain precisely Vlhat the 
funds would be used for . 

H.H. JR: That is ri ght, and also Mr. Grew at fi rst 
said yes, and the1 Li~L. ~'~ J~id yes , and I sai d tha t in­
asmuch as the two of them f i r st said yes, I concurred. 

MR. AARO!'~S : Hr . Secretary, that infonnation to the 
rabbis v1ould be in "writing-- is t ha t r i ght? 

MR. PEHLF. : Over O' Dv;yer ' s signature . 

H.Al .JR: Yes . And I tole the General that" if he 
is bothered about it a t all, I am perfectly willing to 
see him. 

-
now . 

GEN . O' DI'IYER: I aon't think it will be necessary 
They will growl , of course . They \~ill complain . 

H.M. JR: &lt that very briefly is it, and I llant to 
again say that Grew behaved himself beautifully in this 
thing. 

MHS . KLOTZ : You mean--

H.l!. JR : Grew behaved beauti fully. 

McCloy couldn't get to Stimson. 

MR. PERL! : The thine Stimson kept hesi tating on, 
and Grew, was that we must no t deceive even our enemies . 
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It 'll&s really ridiculous; we must not give t.hem t he impression--

H.U. JR: ~ust not try to mi slead Himmler . 
MR. PFHLE : Stimson said t ha t himself . He said, "V.e must not be guilty of even trying to mislead Hiw.mler , and, therefore, we must make it clear t hat t his i en 1 t the first step as to ransom. " 

H.U. JR: Then General O'Dwyer said something very pertinent, thet if anybody is misled, it is the rabbis mi sleading t he staff of t he War Ref ugee Board, and instead of it being the other way a round, t hey were to be misleading us, and they led us to believe this is not for ransom . And then you are going to put in the minutes the fac t that this thing is going through official channels, Poli sh channels, so t ha t without going t hrough us-.- so i n t hat way it comes officially to the attention of Mr . Grew, and 'llhatever the action is, it is up to him to take . 
MR. GASTON: Really the conditions of the license are now somewhet chan~ed from Ylhat Ylas planned heretofore, and that ·is that For8l.gn Funds is to make this license conditional on the approval of the V.a r Refugee Board. 
Affi . AARONS: To make further transfers? 
MR. GASTON : Yea . 

H.l!. JR: Is that the way itns drawn in the last twenty- four hours? I made the suggest ion that the approval be a matt er of the Board and not the Treasury . 
UR. PERLE: Both St imson and--
H.M.JR: That is the change that has taken place in the last t wenty- four houraZ ~hat is important ; that was my suggestion . 

MR. GASTON: Yes, it is, and that was by agreament, and not a vote of the Board, but it was agreed that any future transactions would be by action of t he Board. 
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MR. PEHLE: 'l'hat is v1hat General O' DY1yer recommended. 

R.I' • .!R: As an accomplished fact i n the agreement, 
not that there was any discussion about it, but Grew seemed 
to know t hat there had been e chenve in the last twenty-
four hours in that . -

A:R. GASTOI\ : But he repeated the t . 

MR. AARot.!l : "No pert of the above suu. shall be 
committed or expended for expenditures except as specifically 
authorized by the \.ar Refugee Board. " 

H.M. JR : 'lhat isn't the way it was yesterday; it is 
~he way it is today. 

GEN . O'~IYER: Is there any communication from the 
Secretary to show that t he change had been made? 

H.M. JR: It is in t hese records . It must be there 
that yesterday I asked for that, and v•hen you get through, 
be sure that my records show the various stages of the 
draft of this license . I am satisfied. 

Now, if anyone--Rll they can say now is that v1e are 
sending this money over there on the representation of 
these rabbis to pet t he money over there and be helpful 
to get out thsse people that are already out and to get 
the other people out, to be used for legitimate expenses , 
but none of the money can be expended until it is ref erred 
back to the V.ar Refugee Board, and details must be Sl.lpplied 
for what use the money VIaS put . Is that right? ' 

GEr! . O'IJo',YER: That is right . 

H.AI. JR: Inoiaentelly, Mr . Gaston has a photographic 
memory on these things, so if there is anything left out 1 
he can supply it. And we v.ill let you have a copy of Uus 
to assist you. (To reporter) llake e copy for },'iss Hodel. 

I think the day' s work ie v1ell done , Joe, are you 
satisfied? 
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}.{R. OUOOIS: It sounds vory good to me . 

H.Af. J R: Vlell, say so . 
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Buzz Aarons is the Assistant General Counsel in charge 
ot the group of lawyers (some 20 odd in number) who work on 
foreign tunda control and related matters, particularly 
occupation problema. He and his entire group work very 
closely with Harry White and hia people, especially on 
occupation problema , and are constantly dealing with the 
War and State Departments as well as with F.E.A. 

You will recall that !arona returned !rom London onl7 
a couple ot months ago, where he had spent the better part 
ot a year on loan to Harry White . I am informed from several 
very reliable sources that he did an excellent job there. 

He is admittedly somewhat diffident in manner, and 
sometimes gives too much the impression that he is not at 
all sure of himself or of the answers to simple questions. 
Be that as it may , I regard him as one of the very beat 
that I have . Whatever he may lack in presence , he more 
than makes up for in ability, experience, and conscientious­
ness in applying himself wholeheartedly to his job. 

Getting back to hia regular responsibilities, his 
poai tion in the.:JcheJlle of things corresponds roughly to 
that formerly occupied by Luxford, and before him by 
Bernie Bernstein. 
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TREASURY DEPARTMENT 

INTEB OFFICE COWVUN ICATION 

DATB 
Februarr 28, 

,-o Secretar7 llorgenthau . 

110M Charlea s. Bell 

' ' 

Subject: .6.a.i stratiTe organization of Foreign Funde 
Control and the Dhieion of llonetary Research 

In response to ;rour meJDOrandum of Februarr 28, I submit 
the following report: 

I. Foreign Funde etatua 

On Septellber 22, 1942, ;rou signed Treasurr Departaent 
Order No. 47 (Exhibit 1) which gaTe Foreign Funds separate 
adainletrathe atatue comparable to that of other bureaua 
and office• in the Depart•nt. 

!hie order wae propoeed b7 Kr. Pehle and endorsed bf 
· Kr. !hoapeon becauee the Foreign Funds orf:anlsation had 
~ exp&Dded greatlr ana it was no longer adminlstratiTelr feasible 

to retain it as an integral part of the Office of the Secretarr. 
Prior to thil order ;rour .6.dmin1stratin bsiatant had carried 
a large ehare of the detail• incident to operating the org&Diza­

' tioll. llao1 Kr. '!hoapeon ana I had ~:f; a constant check on 
their adainutrathe &ffairs. (See "bits 2 end 3. ) During 
the for.atiTe period it was neceeaarr for thie office to per­

~ ., fora purohuing, budgetarr, and personnel functiona for 
.foreign lunda, and at the tiM of preparing the Order it 

" · ..... a deairable to reline thil office of these detailed 
-~ _;; functiou. 

( '{ 

Order JJo. '-7 •de Foreign Funds technicall7 responsible 
to Randolph Paul, theD General Counael. 'lhla arrangeact was 
an outgl'Oirth of an earlier period chtring which Kr. Foler had 
been actiYelJ emeaged in the planning of the Foreign Funds 
organisation. In point of praotlce Foreign FUnaa Control, 
b7 the uture of tJieir wort, caae to be .,re cloaelr aasoci­

, ateclld.th the Didalon of llonet&l'J Research UDder Ill'. Barrr 
'- ~te. 'l'hi• vrange.nt, ae ;rou know, reaulted in certain 

' · dile&tiafaotiona with regard to the handH, of per1ouel 
·:, ~.: claallr reepouible to the General Counael, o Foreign Fwlds, 

·' ana in ... inatanoel to Monetarr a. .. aroh • 
..:, ·~ 
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II. Division of ~netarz Research 

The Dlvlaion of ~net&r7 Research waa eatabllahed b7 
Tre&a\U'f Departaent Order Mo. 18 aignecl by JOU on March 25. 
1938. For pUI'poaes of general adainlatntion the7 han 
alwa7s been cloael7 tied t o the Offloa of the Secret&17l 
and 70\U' .&.dministrathe .&.ulatant baa uint&i.ned genen 
supervision oYer the adainiatratiTe affaire of the DiTiaion. 

Treaa\U'f Departaent Order No. 58 aigned b7 JOU on 
Februarz 17, 1945, placed both Foreign hDda Colltrol aDd the 
DiTiaion of Monetarz Research under the general auperTiaion 
of Mr. White aa .baiatant SecretarJ. !b.ia Order repraaented 
a logical deTelopaent flowing fro• the nature of the work 
being pedomed and the interlacing aotbitlea of the two 
organisations. Thla Order ia now lleing held bf Mr. White 
pending hia working out of reportiDg prooed.UI'ea. 

It h apparent that Mr. lihUe. llhile oarf71Ac the 
utreaal7 he&TJ technical b\U'den and top pollo7•-.tillg job, 
cannot glTe sufficient attention to the t.aedlate adalnlatra­
tin aupervlaion of the two organisationa reaponaible to hia. 
Thi a fact haa been in part reooplsed w1 th the appoint.allt of 
Mr. Frank Coe aa t he Director ol Molletar.r RaaearOh. ~ 
recommendations which follow are aiaad at t~ together the 
two aotbitha. and atrengtheni.Dg., relationai.lp with th-. 
u well aa illproTing the adainiabatin oontrole neoeaaar.r 
f or JOur protection and the orderl7 tl"&&UUaction of their 
buai neaa. 

III. Raoo.aendationa 

11 atated in 'l're&IUJ'1 Departaent Order IJo. 68, cllreot 
auperviaorz reaponaibillt7 for Foreign laDda Control aai 
~netar7 Reaearoh ahould be nated in Ill'. 11an7 111Ute aa 
.&.aaiatant Secretar.r in charge of tbeae operationa. 

Moreonr, Mr. Coe ahould bear the full rear.ulbilltJ 
for urvi.Dc aa Mr. Whih'a altePD&te on &nJ •t era oODOerD­
iDg Foreign hDda Control. Speoitioal~. tiUa woul4 aeu 
that 1t Ill'. Scbal.dt bad an i tea that wu of a 'Doh blpol'tuoe 

' u to require the Seoretar,•a attention lNt Uiob he oo11lt 
not, beoau .. of the preaaure of other 'buiuaa. pat before 

Regraded Unclassified



f 
I 

. . 
- 8 -

Yr. White he would tab 1t up with Jlr. Coe and llr. Cot in 
turn.~_ ~t hla OWD diacution, would poae the probl• either to 
Jlr. ~t• or d1rectl7 to the Secretar7. 

to facilitate the •·king of adalnlatrathe declaiona 
neoeaa&l"J to the npedl tloua trana&ctlon of the buaineaa of 
theae two ors&niaatlona, I aa reco ... Ddlng that llr. Fl'&llk 
Coe be naud u the Executin Officer to act for and in 
behalt of llr. White in all •tt•r• reqllil'ing clearance with 
the !dainiatratiTe !aaiatant. 

I caDDot onr-ellphaahe the illpol't&nce of haTing deaig­
nated &n executhe upon wh011 I c&n rel7 tor final &nd apeeq 
deciaiona conring &DJ adalniatratin bualneaa in theae two 
org&nlaationa. ~te fl'&Dkl7 1t baa been '8T opinion that 
the iaport&nt technical work of tbeae organisations baa on 
oocaaion been unneceeearil7 handicapped b7 the abaenoe of 
eftectin adalnlatrathe procedure. The chief reaaon tor 
thia weakneaa hu been the tact that final linea of author­
itT on auoh •ttera aa peraonnel, budget, tra.Tel, etc., 
haTe not been clearl7 defined b7 the operating heada in 
charge. 

I cannot dieaharge '8T reaponaibilit7 to JOU or to thea 
without a oloae aDd effectin working relationehip with 
aouone hidl enough in the Ol'ganiaation to ate binding 
deciaiona boa da7 to da7. In aaklng that llr. Coe UI\IM 

thia rearnaibilit7 I aa not forgetting that he hu highl.J 
iaport&n technical reaponaibilitiea that make heaTJ deaanda 
on hia ti... NeTertheleaa, if we are to haTe eftectiTe co­
ordination of the adlllnlatrathe &ffalra of the Departaent 
there auat exist clear ohannela out of thia office to all 
br&nohea of the TreaaurJ. !lao, I feel obliged to inalat, 
u indicated in '8T uaor&ndua of Februar7 12 to the 9:30 
Group (See Exhibit 4.), that all •ttera coTering adalnia­
tratiYe toplca claar a, office. 
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(t) tho "'"rtiae pro'ltl• 1a tho Poro1oa PI&Dda Ulll1t 11 a aerlau 
-· fho '"ret&:T'• or4oro 1a tldo roopoot ba'ft 'beea llro\~Cht to tho 
atWI:\1• ot tllooo ill Porolp J'lmdo oa Npoatod oooao1cmo, &Dd reooat17 
ren...S or4oro -" ooat 11r. hhlo• \opthor w111!a a propoood dr&1"\ of 
ottioo order tor llr. hhlo \o olt;a. !be -.pl07001 aro otUl roq•1ro4 to 
..,.., owrtiae, IUI4 I h&'ft - ... o'f'i._ of' ~ ohook ill ~11 olt•tiaa. 
'lila wplo,.. .. aro roqldrod to wort o'ftrtiae -'h ill IUI4 _,II ""'• their 
ottioioDO)" h ~~Dq~Noti -bl7 s..p.t.rod• and ill tho ts.•l &:~~17011, :r thiall: 
lt S.. -.to to ·~ that tho OoToMDOat h not ~otti!IC -ro thaa on.D · 
llol&ro of work ollt ot a por- aot~~&ll7 oa dut)- tor 14 how'o. 

(6) Do~• lla'ft ooourrod 1a roopoa41a& to-n. aa4 1a • .,. s..­
otaaooo 111011 4olqo lla'ft ,_ into -tbo. A ot.plo qot• of' roeor4 
&1'4 Uotlor alre&q o~oote4 to llr. hlllo wollld - doubt oorreet thil 
dW&tioa IUI4 li:oop oa.pl&illto to a ••a•=•, it DOt ol1a1D&to th•• 

(I) Oftr tbo paot tow Mlltha thh ottloo hao 11ttod out of tho 
fWolp fluMe Valt lto·:oaUro ola11ltioats.• prolll• aDA ooucllt the 
a11ilt&noo ot illwattr;atoro h'ca tho 01'1'11 lonlco C-tadoa. All 
pooltlou ill Porotr;a Pua4o wore olaaaltlod b7 thh ott1oo, 1D oollabora• 
UOD with tho c-lallicm. 1a 011 ottort \o doftlop llllltorait7 of' aalar,. 
oO&loa &Dd olaoaitioatlon of poi1U0110 oftn tboll&h aaoh poa1t1ona ..,.. 
aet aubjoot to tho olaodtloatioa pr1no1ploa. liaoo thla work -a under• 
taaa. tho Po,..ip J'lm4a Valt baa doubled 1l' aho. &Dd - are atUl ro• 
qatro4 to handle tho .. ttoulova clotaila in oODDeotloa with olaoa1t1oat1on 
or porait tho entire aalary att•tloa ot tho Poro1t',ft Pluida 'O'IIit to -rt:• 
1.11\o a atato ot ollaoo duo to tho 1•• of a -11 dOTOloped personnel ~mit. 

(T) fho aeo4 tor tho -.plo,...t ot ZOO iaTeatisatora arose cllll'inr; 
tha .-r. &Dd ar;al..a thia ott1oo. 'l'ith tho aid or llr. Ir•1'a of1'1oo. 
-a obl1r;od to lilldorwr1to \he ontiN job ot Noruit.ont. We ~v. .... ro­
•1ow.d 1.800 appl1oat1oaa aDd ot \Ilia uu.bor h&•• ol1aillatod 1.100. 

' 
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Alua...S.r P. hdaa -• appo1Aw4 1A JIU;r a ~-..r a,o at 
tl,440 per anaua, a8 a IWD!or Cl erk, and 1e DOW reoei•iAl 1~ ,200 . 

R&~ L. Jor»e wae a ppo1nw4 1A J ovoabor 1940, r.'; J :!,OW 
per IUlDIID, IU>Il now roo81•8• ta,aoo. 

1111• 1. Allleon wae appo1D\ed 1A Jvly li40, &\ t l ,820, &D4 
- raoelfta 11,eoo. 

Cllarlaa 1. Dalew.lloa worloM f o r • "' tl,OOO &nrl -• trana• 
tarrecl ,.. l'or·aip l\11148 1a Jlllt 18~. Ia - reoei\'88 t3,100. 

aa-1 ouu ........ _,... ter - at u.eao aal 1a -
baiJas propoaed tar 11,100. 

It ie DOt •1 JNI'POM too raiM &A¥ ,. .... ucm with raepeot to ~ of 
theM 8&larl .. or the reepaadllil1ty of tba l.ao~•• ~r. the 
rapU u-a-t ot peraODa •~ u tba abon hu M\I.IW \1.1 to ....,..,. 
Mw lt h po .. lbla \o trala alerb wlao, 1a ...,. ...... ba.,. lla4 U"le 
or DO aollor;a work IU>Il DO axperl- appl1•ble w t• work of tile 
r.ralp l'lmd.a Vllit ilato woMS.oal aaparta 1A 1e .. u- • ~· 

(8) With the l1a1te4 etatt 1D t hla otl'1N, I ban llllllertU:aa to 
baft all o!' t he poei tiona ill rorelp l\UI4e loo;.e.t 1Jrto ltolld the dvU•• 
olwdlalt. Sera I t1114 • ~r ot 8U8e where tu 1-bant8 ..,.. raoai'rillc 
nlariae whioh ple.oa til • .. t t ho top ol' t he bl'•cla• J.aoUoa.tad by their 
praeallt roepona1bil1t1••• I t ..... apparont that t l••• paraol18 are not 
par1'01"111nf: tho work t'or wbi oh ~ba;r -r• recruite.t, or U...~: their clut.ioa 
_,.. ~ proper}¥ dataJ"'dDoecl ...:! ... 1ar1 .. a coorda&11 r 1zti4 before 
appo1nt..at. I will DOt at~t to -rata tuea ...... lnrt - attaelt­
iaC barat o • j)hot oat&t ehowi.Jl& t.ha res\IUe or ~hh •llrn7• (..,.,~ ~o..c.\..-. ~J 

ftlrteo 1 teae are t;n>1o&l ot .ur;y other• tl-.at oovld ba •nt1..-4 
haN whl eh i.llpNee =- •• bo1~ ill need or corr ooticm, a.nd einoe - &N 
llGW oone14ar1nc the appoin~t, in 8dd1t10D t o the iAftet icatore re­
tarra4 to aboYa, ot ea.. ~ etat1et1oal clarke t o .an&&• t he t oN1,a 
propert7 oei18UI and appro:dA\t el;y 100 eypmiP"re tor the C~troller ot 
tlw 0\lrr•-7. toptber with AD ozp&nelOD 1A l'oreip l'uu4• proper, I r .. l 
tha\ 1.ba -r;-nt of ~:be l'orelgn l'lllwl• wor k l>.l.r;ht &e t CU~~Plewl;y out ot 
llluld Wlleu t here 11 appointed " n exe out1 vo •'ho oAJl •••- entire reeponel• 
bU1t)' tor that pro~ or work oot rolati~ t o t ho teohDio•f tre.nno t l_.. 
whioh appar ently Jlr, Pohle h.u -u 1n hand, but to be cooN -.tecl wi\11 
t ho teohnloal prov-. I han in n \.ftd a bullooas apec1diet who W'CN14 ba 
olau1t1ed 1.n the C-\r-14 (1 8 ,500) ranc-. with pr....S ab111t;y alone ottlM 
_ , _t Uau. Suoh a peraoA ahoal4 raalc DOxt t o Jlr. hhle aD4 • 
equal tooti"l. with llr. fOW'Icm, llr. fOW'Ion headi.nc the o r r;anhat1oa 1q1 
ill 1 0 r a r a a t ho t oohnical phaeoo ~re ooAOOrned UDdo~ Jlr. Pe~o, aD4 ~ 
- nppo1At .. pro?O .. d to '-ad up all otbar pha••• UDder Jlr. Pe~a. 
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(1 ) Are '-~ ...-lals..to kllll 11.1,... lA u. ,.,..lea ....,. 
bltf 

(I) Are tba natt uob-... w. -- &ad •• tM7 ._.,. '­
-~~ w aq •1'11 ....... , to t1w a...S.Ili•'"'u ... of \be werkt 

(I) Are penono MlJIII rHr'\11\N o10tel .. of P\>Nip ~ at 
e&la.rioo hl£har tlou \Mao Mlq po14 ,,.. ... , .aplo,. .. .a. ai'la\ M 
olltiblo ,.,. ~e ... m$f 

( 4 ) Are tlw otat't ottl-r• a\ta.WlJII ~o ~ ..,..,..,....., ..... 
oolllt \ho ooat'ero...,•• be "!>rekoa ~ \o brizll l a to - 11 ooat'ore-• 
of ~ por\iolllarlJ 1Ateree \ od lD ~rtiolllar ph&aoof 

( &) Ia •acsGlllr: \Hia&l• al poroo-1 \o pertora ,.nlelllor w 
lta1~ pha••• or \1\o ...,,.11:, hou tlao Ulli\ ebowa a w..lo1107 w ~ \oe 
1a411- appraloal • u. _.s.- or ..,u_u ...._ tNh'•« or 
o..-rloaeo • whllo o.-riat; a bt'<*<lor' 1'1ol4, cU d _, 1 .. ,..... \Aolr 
tl-..ao ao o...,aro4 riU. o tMr "'FPliouu ~ porto,. ~ pan1Mlar taq 
tor wllloh ... 1~4f 

(II) Are appUoatleoo M1DC hulcllo4 by 'oo ~- ud \oe 8Uf' 
alto be,_,.. t'l-.1 aoti• h ~f 

(') Are \he MP•r eala.r1o4 porooao .. la& \lao - writ u \M 
1-r •hr1o4 pere-t 

(8) .,... "'• n- of ... ~orltJ ·--.,.· toll• a oo\ ...... -
,attoraf 

( t) ,._, 1o ,,_ -.lo or tllo 1- e&la.r1o4 -.1.,..ot 

(10) • .,. 111.._, e&la.net ... l•ro•• ,..,... ..ru ... ..._ cl­
,..tu- u -u .. -. 1a .,...,. • llolt u.1r ..,., 

(U) .,.. u.- -....-.uw -.1.,... la t11o ,.,., 1 a-.1 .. ... , •• .,. ,...,...n1• r.r tile 1-. -u.. .._.. et u. -. tUl.-. 
... 1.-•t 

(11) Are tile wpaloaU• ... t1• ot .. r~~ ... p1 ...... ,. •1..,.17 
etaw • e 1 , ... • u • lloU .._ -'~~•1• _. -h•• nopot 

(11) Are* 1-1e or wpahaU.-1 roepnd'IIUU1' ... -~~~, .... ,..,.. • 
..... tile p.- ... Hl&r7 l._ht 

(14) Aft tile 10&004 wlroe w .. Jon Mia& ., ... "'-"' 41oore\loat 

( 11) Are \be te=bJJioal oapl.,..o roll•~•d of a~lli o\ra\1eo 
f ll.DOtl .... t 
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(U) Ja U..,. a 4otlldw 41a\1coUoa ... u be-•• \Nhaioal 

~lo~u &M •*'' olo\r&Uft -.plo~uf 

(17) Are IJieN \oe MQ1 iD~·aMtiOD ruaor4o kep\ aaua1DG ~m­

-•Mr7 4'!1f'llaatioa ...a oo!lt\&aioaf 

(18) ... ,.. ttw at•o,...,.wa encac•4 on aWI>ot;re.pl\lo work, or .. ,.. 

the)' ·~&pot in t 111DC &114 -.ltiJIC up oari 1Dde:aaf 

1M ..-.,. •"-"• whioll laYolft &41...aM4 o+r' •hV.Uft W.haique, 
•U tor •• _rl .. a eta\~ -u\ha, \llua ... ..,.. ov otr1oe 
th8* .- • .., .... \ra~ft tlt.M\1- et _.. llla1\ .,.. W.C perte-.t 

.. -teall7 &84 ettio1~17• 

._ w ooui4er -- tao\ \hat t hla UIDh will upend 1A ozaou ot 
t6,000,000 tor opera\1111 o1>ar1•• -"r 1ac tho thoal ~o.r lH.t, &114 

porlll&po a larpr • a\ 1a ftbee ..... 7'8&1'•• 1\ h ~ tb&t \M 
•+htatraUft .. ,.It 'lie re.1M4 w the - b1&Jl lnel alreeq att.alQ .. ~ 
\"- Val\ 1a tho perto,__ of ita t o•hatoal r-tiona. 

U ..,. .-to to bo loiMoratoo<l !.- tM allow \11&\ •• Rohrt ~. 
\M '*''n,.trathe .t. .. bu.t, whoao aalar7 h t~.~ per . .. • hu 1a 
u.y - or t~ae .. ,.. tau .. doWD ODIlia jolt. t• t.M ...... .,.. w1tll Ilia 
l1a1 t e4 •••••nratin oxperloooe, it 1o taU \loa\ be baa cl- .._,.all~ 

-u 1A bol41Ac ~. orpah•U• to 1U proeeat loftl ot ·tn'n•atratift 
attlolaaq, &M it 1a 'boll•'"" tll.a\ All abolll4 'bo •••~'" to a .. h t 1a 
Ilia - • .., .... u.uw ..,..1v *• ·-.. u-.. later to 'lie .. 1 .. ~ ta 
--ce tw .... hill• the lan&4or t1al4 ot •tntotatraUft ,...,...111111\7 
!Mitllae4 alloft. 

-

Regraded Unclassified



•en" M D CCI"? ''" AllpA '· 1942 
llr. Pellle 

.... 'ftr 'IJUI 

Ia --nl• wl\b t.bo cl& .. ttioaUoo ot llr. St.-n.1e job, I 
IIOUII Ulat - ot * UlporkDt. ®t.loe b llld1oac.e4 u Uai- 111\11 
the .,._. or Ule ..._.t aD4 wit.b t.bo C1Y11 s.rn .. c-1ee1ca. 1.1a1-
- wit.b t.be llareau ot t.bo lillcl,oot. b tbi'O<ICh - aa O.~t.&l. IMdpt 
Otticer 0114 wit.b the CiYll SerYice c-ieaioo t.b~ Ted wn.._, 
~r ot Po~o1. I would IIICI! .. t, therefore, Ulat llr. llt.nart 
llltabUib wortWv re1atiooa with Kr. Schoen_, IIIIo wort1.e nUt -
• lloadcet •ttere, ..a, wit.b lir. •u- co t.be CiYll s.m .. ..s. 

lbilo OD t.bia •-r.&l eubjKt, I t.b1nk I Moo&lct -.ko a tw 
a-era! c-..ta. u tcu c-, ut.!Jorit.t ewer all ot t.be pe,._el 
of t.bo TrCUU7 1• net.ecl t., 1 .. 1D Ule S.Cr"flA17. The ,..,.sn.ra­
tift .t .. 1atuat. to t.bo S.Cre1.ary acta tor t.bo S.cret&J7 1A ~tlYilla 
tiul. apprcwale to peraoonel actlone. 0bYi<'llal7, wit.b a Depe"-\al. 
~el ol - 80,000 -.p1o,Me1 U 1e iapo .. lblo tor Ule Aca1ala­
U.tln Melet.allt to bancUo all ot the det.aile wit.b reapen to .ucb 
aattara. u a practte&l operat~ proce®re, tboretoro, Oft1ca he•d• 
are pemlttoct to eut:alt ,...,c•••4*Uone to t.bo S.Cret..art t or poraonno1 
act.l001 and ~ ftCb rec-4at.10ill are approYecl. 

Tbore are occaeiona 1A rare 1Aet.aacea llbore, tor -ws re&aOIUI, 
actiooe are required here without. rec:oaendat.ioo tl'<la or connl.t.at.1Cft 
with t.bo bead ot an ottice concomed, ...S •cb act.iona nec .. aarll.)' are 
tiaal. Occaeionell7 &leo caaea ariae ebic:h - tel"'l •-at• caau 
whore act.iOAa are required but. are tak• onl7 with t.be cooperaUce\ 
aDd upon tho roc ... endat.ion ot the O!!iee head cooce"'eu. Aa a rW.e 
.. baY~ DO ct1tt1cult.1ea 1A t.haee r eapect.a becaase experi ancect adainla­
trat1~• otticere 1n the Yarioue Burea~ &nd Ottlcea work on a baale 
ot oo.plet.e cooperation with t.hia ott lce. 

I kDow that JOV pereonall.)' anderat&nct these aat.tera , but. 1 aa not 
10 cort.&iA that Kr. Stewart. clooe, &lld I t.biJik t.hq aboulct be 1one o~or 
with b1a aDd Ulat he 8bould .aiAt&in worklAg relatione with this o :·nce 
• •dp1nSet.ratin -t.t•n 11bicb wUl 1aftro a coaplot.elJ cooporati~• 
opontiJic b&alo. lie baa oxcoll•t. ac:bolut.lc at.t.a.U.eat.a, but be baa 
DDt ba4 u- to acquire t.bo uporionc:e eo oeeent1a.l. tor a top aclllin1a­
t.rat1YI ~tl••· I kDow t.bat. in law aa4 ecoooaic:a &ad ot.he~ prof••­
~ porhapa experience -., not. be ao eaaontial, but. f or adA!niat.r~t.i~• 
wol'lt it 1e .. eantlal and tho boat. oxec:uUna ia t.op poa l tlona on ....,11 
wol'lt pn oat1atacto17 perro~o• bocauee or t.beir bacqround of experi­
..... tho reaeon I aa bringinc all ot t.hia out ia ~·c:~ua• t here baye 
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...._. aond-t.bo Boi'GIIIa oaH tor o:DII;>lo, and oar or \wo o\lloro 
\1\a\ bAn - \o lilt' a\\«<U.m--whoro Ul uporl-ocl a411U1o\ra\1ft 
ot1'1cer ~d DOt. bAn bern UkelJ' t.o t.ako t.ho aot.lOIY t.bat. "" t.all-. 

Yw w1ll. unr tiDcl Sohoen-, Boll, or IIIIJ'Mlt boiac arbt.\"'7. 
Oar role pvpooo h t.o be helpr.l An<l 1 t. 1a dedrablo lftd ill tan 
roa•ral.lJ' t.llo praot.tco tor aainht.r .. tho ottleore 1.a \he ftrl ... 
branohee ot the Dopartaent. to conelllt. wit.b u troo}J' 011 t.bwir acild~ 
t.rat.lYe probl .... 

I t.ldnk, f"uot.be,._ro, t.bat. llr. lh.-rt. ebo.ald DOt. b .... -
bie o• eipat.uro, or PI'IJI&" tor t .. taa~~Ce 09er 7fJIIU etcDat.ouoe, et.­
lan or ordero en ada1nbt.rat.1n -nero 1a 7- .,....Uaa\loa ltlieb 
~t. be wbjeot. t.o Do~t.al ordore or poliol .. wt\holat. ru.t. 
cloa1'1111 wit.h t.hie oftlc:e, or at. loaet. =k'ne cert.ata U.t. \boN lo 
no oOil!Uot. wit.b ''"'ral. Nl'&lot.i•• or poUotoe. 

•• t.ll wut. t.o wortc alnne in a cooporat.ln nT aDd I • Mk"te 
t.hoao ob .. rnt.iono clJ' in order t.o be bolptlll aDd t.o a .. lo\ ill 
1naur1JI& a perto..-o• ot aa!aJ.at.rat.lvo hnct.ioao 1a Porolell fluldo 
011 the aoat otr1c1•t. buh and u Ul ia;>ort.Uit. branoh of t.be Dopart.­
-t. and not. u an 1ndr;>OGc1ont. orcantut.toa. 

I • at.t.aobiDc • coP7 or a •-rUidua Mr. Boll bAa ftblltt.t.ocl 
t.o .. 011 t.hh eonor&l eubject. which I tbinlc 7o.1 wUl bo ill\oroo\ocl 
in ,...diJ'C. (._-\ ~ ~o..t..\..t.~) 
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Y DEPARTMENT 

DATB 
February lZ, 1946 

!0 Tbe i o30 S\&1'1 Group 

rBOII Charlu s. Bell 

tbe S.or.ta ba.a reoentl7 broucM tc -:;, atteDtlon a nw.ber 
ot it ... oOTerlnc adai.Diatratl" toploa tbat had DDt oloarad 
-:;, ottioe d ... tc onrdpt on tbe part ot thoae preparlnc IUI4 
routine tbe .. terial. thia ~1Ma raaulta lD delq IUI4 .. ~oarraaa­
•nt wban the '""'nhtratin .Uahtallt h oalled llpOD to aot witboat 
knowladc• ot the earlier o •ntoationa. 

It h appreciated that \lllder tbe preuure ot ctaU7 b\lal.neaa 
tbe d.t&Ua ot ohaanellnc paper work •7 be eull)' o.,..rloolo:ed, aDd 
.oreo.er, lt 1a a~!Ma illperatin that ahort-outa be talcan. 
JIDWrfor, 1D the i.lrtereat ot ooordi.llatinc the •de• nt atrat1ft atta1ra 
ot the depart..nt I - urci.DC tbat Horotarial peraonnel, aa .. 11 
u atatt ottloera, be Oil the alert to a•oid b)'-paaalnc thia offioe. 
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Treasury Department • - 8 
~Division ot Monetary Research 

Da te ..• IU.2.!L ... __ l945 

To: Files 

From: Mr. Coe 

The Secreta ry approved 
this pr ess release !t 2;30 to­
day and Mr . Fi tzgerald tele­
phoned Mr. Byington of State 
t o that effect . 

' 
~ . 
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• 
To: 

From: 

Treasury Department 
Division or Wonetary Research 

Date f.~.l? ...... ~f?. ..... J.9.!+5........ 19 
Secreta ry Morgen thau 

Mr . Coe 'f '-

Subject : Press Release on Lend-Lease . 

This was brought ove r from State 
a t a quar te r to one. They had planned 
to release it to the oress at 1 o' clock 
but are hol ding it up'unt il we give the 
0 . K. 

Mr. Aarons and I have been over 
it and bel i eve it is satisfactory . 

The Treasury saw an earl i er versi 
made suggestions as to changes and in­
dicated t~t when t he revised ve rsi on 
was sent over we would attempt t o clear 
it . Our changes have been incor oorated 

()l thi s draft . Apparent 1 y St? te ·was 
pr oceeding on the theory that we had 
cleared it and through an over sight 
neglected to send the revised version . 

Is it O.K. by you7 

I 

•. 
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4lf ~THE PRESS 

DEPAR'l'IIEIIT O.F STATE 

FE!l!WA'tt 28, 19~ 
No . 177 

0 

0 

0 

CONFIDENTIAL 
FUTURE 

NOTE 

RELEASE 

DATE 

Joseph C. Grew, Acting Secretary of State, Henry 
Morgen thau, Jr., SccrPtary of the Treasury, and Leo T. 
Crowley, ForPign Economic Administrator, acting ror the Gov­
ernment or the United States on lend-lease and reverse lend­
lease diacuaaiona with ;ean Monnet, reprraentative of the 
Provisional Government of the French ~epublic, today made the 
f ollowing statement : 

Three agreements relating to lend-lease and reverse 
l end-lease aid have been concluded with the French: (l) A . 
Master Agreement identical with thoae e ntered into with the 
United Kingdom, China, thP Soviet Union, and other countries; 
(2) A reciprocal aid agreement similar to those entered into 
with t he United Kingdom, Australis, New Zealand, and othere; 
and (3) An agreement under Section 3 (c) of the LenC-Leaae 
Ac t . 

the first two sgreecenta with the French are baaed on 
the same principle& aa the lPnd-leaoe and reverse lend-leaae 
agreements ~ade by the United States with our other Allie s. 
The third agreea>ent is the first to be concludrd with any or 
the United Nstiona. A similar agreement is in negotiation 
>•ith the Soviet Union. 

The underlying fundamental principle or the lend-lenee 
agreemente ie the on• previously laid down by the President 
of the United States: •until the unconditional eurrender ot 
both Japan end Germsny, we should continuP th~ l 0 nd-leaae 
program on whatever scalP is necessary to mek~ the combined 
striking po~er ot ell the United Nations ~gainet our enemioe 
as overvhelmlng and as ettectivP aa we can make it.• 

All ot the eupplies, e~rvicea and information covered by 
the ngreea rnta with th~ F~nch Proviaional Government are 
dlreotly oonnroted Yith thP. proePcution or the ~ar. The baaio 
purpose or th• Yhole program is to enablr all French resource• 
and the whole French notion -- soldi~ra, workers, produoera 
and farmers -- to be mobilized and used for thP war against 
the oommon enrmy. Suppli~s, ssrvioea end inrormation solely 
tor raconetruction or rehabilitation purposes are exoludod 
from these agreements. Supplies required by the French eololy 
for poet-war purpoael will have to be handled by other monna 
ainca the L#nd-Leeae Act ia, and ie being administered aa, a 
war supply measure. Economic and financial cooperation by ell 

tho 

\ 
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t ho Uni t ed Nations in many different vaye Yill doubtleae ba 
rcqu1red to ~Pet such post-var problera. Effrctive action ln 
thla field Yill r eouire beth i nternational and national action 
by the r espective governcr nta, including in cany cases legio­
lat1ve action. 

Aa 1n the case of othr r l end-leaee couhtriea, the ar.ounts 
and types of moteriols, aervicee, etc ., which are t o be 
supplied under these lend-leas• agreements continue to be sub­
J ect , aa el~aya, to edJustment from tim~ to time in accordance 
>t1th tho changing conditions of the war. When finished 
munitions ere produced and ovnilable for delivery, they are 
aaoignod by the M1nitione AaaignmPnta Board under the direction 
of the Combined Chiefs of Staff in the light of t he strategic 
ooneide~etions prevailing at t he time of the assignment . 
Similor procedures ere and will continue to b~ in effect f or 
other war supplies that ench count"1 mey make availeble to thP 
othe r . 

The United States has already furnished France , under 
lend- leas•, Yith guns, ~~unition, t~nka nn~ other finished 
munitions and supplies for e1ght r~nch di visions , end ~00 
eup~orting units, aggregating in oll :on•• 225,000 men , in 
addition to a French air force or about 15,000 men . I n the 
words of Sec~tary of War Sti meon, "During the past year of 
operat i ons eome of t hose Fr~nch dlvUione fought super bly by 
tho aide of our American troops ln t he r1fth Army in the very 
difficult campaign up through the Italian peninsula, There­
after, these French t roops took on indispensabl e part in the 
l~nding i n southern France in support of our invasion of 
Nor mo.ndy , resulting 1n the coptur<' or th• porta of Mareelllo 
and Toulon, the triumphant mar ch up the Rhone Valley through 
Lyons, ond the aucceeatul junction with Oen• rol &ieenhowerTe 
torooa on the German frontier. It ie pr oper to eay 'indis­
pensable' because without those French division• the American 
torose alone could not hove carried through that campaign 
~ith ony compar abl e saving or losa~s on our el de . Ae i t vee, 
those loaaea were at a m1n1muo . Subeeou~ntly , ss members or 
the French Firat Army, th•ee sam• r~nch troops have . helped 
crrectunte the rescue of th~ Province of Aleoce including 
StraobcUI'@" and the prrsent holding or the upper 'lhl.ne boundary .• 
Supplies to ~oulp addi tional Fr<'nch divis ions end units will 
be rurniabed under lend- lea s~ pursuan t to the t erms of these 
&g'reemcnta. 

Wor produc tion meteriele one oth•r vitol supplies ond 
oorvloca wil l be furni&~ed by the Uni t ed State& to tho French 
under these agreements on le n~-le~eo until a determi nation by 
the Preei~ent that t hey are no longer necessary ror the prose­
out1on or the war. AftPr this det erminntlon, the French moy 
under the 3 (c) ogre~me nt continuo to r eceive the undel i ver ed 
balances or certain supplies ln the pr ogr em 
and to pay for them on specified credit ter~e. ~lth the 
r oservod right to have the progr ams or cont r"ots cancelled 
upon paying the United States its out-of-pocket coste. The 
Un1ted States agrees to deliver the progr~med supplies to the 
French, after this determination by the Pres1dent, unle ss the 
President determ1nea that is not in our national i nterest to 
do eo. 

The ~axlmum ald to be rurniahed the Freneh by the United 
$tateo under the ~ (e) agreu.•nt ia epeolfled in tvo achedulea . 

The 
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Tho articles and services in Schedule l and their estimated 
maximum coat are as follova: 

Rev ~ateriale For War Use and Eeeenti~l 
Civilian Supply, (Cotton, ketola, Steel, 
Chemicals, Synthetic Rubber, Oruge, 
MocUcol Supplies, etc.) $ IY.O ,OOO,OOO 

Food (Milk, Pulses, Edlble Oils, Oil 
Seed, Seeds) 

Petroleum Supplies 

French Prisoner of War Supplies 

Short Life Manufacturing Equipment 
for War Production 

Freight Chargee (Rental and Charter 
of V~ssels) 

185, 000,000 

132,000,000 

48, 000,000 

250,000, 000 

220.000, 000 
Cl,6?5, 000, 000 

The supplies and services to be furnished under Schedule 1 
include euoh items as cotton for the production of cotton duck 
for t ents and other textiles for the armed forces , rubber for 
the production of tires for military vehicles, and similar war 
production materials . They also include other vital supplies 
such as petroleum, handtools and trucks for var production and 
other osstntial operations, and food and medical supplies for 
war workers and others of the French people so that they can 
f~ght, produce and work moat effectively in the winning of the 
war , 

Supplies and services under Schedule 1 do not include 
finished ormament , etc. , f or the use of French military forces . 
Up to tho extent that they are not found to be necessary in the 
joint war effort by the President , any undelivered balances of 
Schedule l items may , subject to the r~servation of the Presi­
dent to withhold in the national inter~et, be acquired by the 
French . Such items are to be paid for by the French in 30 
annual installments beginning July l, 1946 or on the first day 
of July following delivery Yith 1nte~et Rt 2 3/8 percent per 
annum. 

In addition to these auppllee en~ "'eterials provided 
under Schedule 1, certain categories of long-life capital goode 
will be provided under Schedule 2 to enablP France to produce 
and transport "'ilitsry equipm•nt and other war goode for our 
combined forces. This will reduce the burden on our own out­
put of such goods and will eave vitsl shipping. These long­
life capitel goode wt.ich hav• a war-connected use are to be 
supplied to the French who agree to pay for th~m in full 
against 20 percent down payment on delivery and the balance in 
oqunl annual installments »ithin not to exce•d 30 years, with 
interest at 2 3/8 percent pe r annum. 

Tho orticles and services 1n Schedule 2 and their 
eatimated maximum cost are as follo~a: 

Locomotives 

Railroad Cars 

Merchant Marines 

s 200,000,000 

120, 000, 000 

140,000,000 

Harbor Watercraft 
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Harbor Watercraft 

Fishing Fleet 

Inland Watercraft (Barges) 

Metal Working Machinery 

Industrial Equipment 

Machinery f or Nines, Arsenals, eto . 

; ;)2, 000, 000 

e,ooo,coo 
50, 000 ,000 

100,000,000 

150,000, 000 

100, 000, 000 
1900,000,000 

'3 

These long-lite articles are being furnished under 
Section 3 (o) ot the Lend-Lease Act and are put on these terme 
because, while they have an i~portant and useful par t to play 
in the war, a large pert or their usetulneee mey also servo 
poet-war purposes . Unde r the agreem•nt production and delivery 
will not have to stop on these goode even though the war should 
end before they were riniehed. The French agree to toke and 
pay for such goods and the United States Government can procerd 
with en orderly liquidation or th• lend-lease contracts in t he 
mnnner provided for under Section;) (c) ot t he Lend-Lease Aot. 
The progrs~ for lontlife equipment or thia charActer is sub­
J ect to substantial thP ~e l~itationa aa apply to 
Schedule 1. 

Both ot these programs are subject to ptriodic rev iew in 
the l ight of the wnr conditions and particularly after the end 
or the European war. Such reviews will have ae their central 
objective t he carrying out of the intent or the Lend-Lease 
Act , From the beginning of the progrnm in l~nrch of 1941, 
l end- lease aid has been extended Cor one purpoee - - and for on~ 
purpose only -- the defense of the United States and to enable 
our Allies to bring the full weight or their men and resources 
to bear againat our oo~on enemies . Accordingly, it is unde~ 
stood between the two gover~ents tnot the United States haa ~ 
broad power to cancel or r evoke procurement progr ams or oon­
trocts if the Preeident determines t~At it is in our national 
interest to do eo. Actual delivery will always be aubjeot to 
the dovclopm•nt or the military situation, end the changing 
demands or strategy, ae well as to economic and financial 
rectors which affect our national 1ntPreet . 

The reciprocal a i d agreement -- the second of the 
agreements noted above -- has been made retroactive to D-Dny in 
order to cover supplies and se rvices provided to the armed 
forces of the United States by the Frenoh since that time and 
without paymen t by ue. 

The euppliea ond services being rurniahPd to us by the 
French under reve r se lend-lease include textiles, military 
veb~ole tirea, batteriea, telephone wire, chemicals and other 
vital war materiala, railroad and port facilities and services, 
hotels , werehouaea, and other facilities and services . The 
French have pl~oed their industrial production, i nsofar as it 
can be br ought into ope r ation , at t he service or the common · 
war ertort . 

The r eciprocal aid sgreem~nt r eaffirme the centr al princi­
ple that the Fr ench are to render ue benefits on reverse lehd­
leaae thue putting i nto effect the kind or combined war supply 
operation• whi ch have previously been eo etfectiveJA aiding the 
United Nat ion• to progreee to victory over the common enem1ee, 

• • • 
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Onr a period ot time I have bad • high rega.rd 
tor the excellent work wh1ch you have partoraed on 
bebalt ct the War Bond prosraa. 

Pleaee be aeeured that at no time have I i eaued 
inetruotiona that you ehould be replaced aa auaioal 
direotor ot the •!J'aaaurJ Salutea•. 

I underatand, however, that the people i n the 
War Finance Diviaion do have reaaona tor reeling 1t 
adv1aable to at leaet explore tha queat1on at th1a 
particular u-. Whatever deo111on 1a v.l tt.atelJ 
reache4 will be -de b7 that D1Y1aion, that 1a , b7 
Ill'. Oaable, Ill'. Lane and their aaaoc1atea. 

I have requeated thea to diaouaa the matter 
with JOU and to 1ntora JOU i-4.1ately aa aoon •• a 
definite deciaion baa been reached. In &nJ caae, I 
want JOU to know that all ot ue here at the Tl'euurJ 
are trv.l7 apprec1atiYe ot JOur outatanding coopera­
tion. 

tiiiMdl H. Morgentllllu, Jr. 

Ill'. David hn4rinea 81:-oelaun 
flO Eaet &7th Street 
•ew York, Jlew York 
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TREASURY DEPARTMENT 

IMTBB OFFICI COYWUWICATION 

DATBFeb. 28, 
1945 

!0 Secretary Morgenthau 

11011 J. W. Pehle 

• 

• 

There is attached reply to Under 
Secretary Patterson's letter of February 26, 
concerning the establishment of surplus 
pr operty disposal center s . 

You wil l also be interested in reading 
General Hauseman ' s letter with respect to 
our dis~osal of surplus property during January 
1945. a copy of which ie attached for your 
i nfouation • 

At taohllenta 
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Def\r lob, 

fbaak you for calllftl ay a'tea,lon 'o 
'h• aa,ter ou'llned ln your letter of 
1ebru~rr 26. ooocernlna the tet&bliabaent of 
dh·oo•l cenhra for Ue purpoae of conoen­
tra,lDI War Departaen' .urplva proper'r .ub~ .. , 
'o freuuy Depanaen' dllpoaal. 

I u Jlear,Uy ln accord with the J)rOpoled 
plan aDd the Proeur .. en' DlYlaloa will a!l1orb 
'he propoaed reeponalbllltlea oonele,en\ wi\h 
''• ablllty \o do eo. Ae you know, \he ao\ual 
bandll, aDd e\ora,e of eurplu••• are aev 
fleld1 or thle depar,aen' and the problea of 
or1anlza\lon hal been a 1erloue one. 

1\ la ay uftdtrRtftftdlng that Procureaen' 
DlYlllon re~reten\stlYee ezpec\ to be able 'o 
t ake aoae flra ac\lon at mutually agreed upon 
dlapoaal center• wlthla the next thlrtr daya. 

Sincerely youre. 

IIIIMIIl H. Mo111enthau, Jr, 

Honorable Robert P. Pa,\eraon 
UDd1r Beore\ary of Var. 
Waahlna\on, D, 0# 

RJWIDIAII:JWPIRLI:l~ 2-18_., Regraded Unclassified
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S •• tCS 
CFM : hw 
Ext. 73271 

HEADQUARTERS, ARMY SERVICE FORCES 
Washington 25, D. 0. 

0 

0 

Mr. John W. Pehle, 
Ass i stant to the Secretary, 

Treasury Department, 
Procurement Division, 

Washington 25 , D. O. 

Dear Mr. Pehle: 

Feb. 24-, 194-5 

Our reports of sur plus property movement for the 
month of January 1945 show such outstanding performance 
by Treasury Department that I feel the matter should not 
go unremarked . 

According to our records, the War Department reported 
to Treasury Department approximately $22, 000, 000 (in terms of , 
coat new) and withdrew approximately $5,000,000 , or a net 
total of $17,000,000 reported during January. Treasury 
Department disposed or accepted transfer of approximately 
$2b,OOO,OOO, or approximately 50 percent more than the 
War Department reported. The resultant reduction of back­
log !rom $150,000,000 to $141 , 000,000 represents a valuable 
contribution to the clearance of critical military storage 
space . · 

May I express to you and your surplus property 
organization the appreciation and congratulations of the 
War Department !or these splendid results. I know all too 
well the many harassing difficulties , some of which have 
been imposed by the War Department, that you have had to 
overcome in bringing your operations to the stage where 
you can point to a decreasing backlog. 

If at any time you !eel the need of additional cooperation 
or assistance !rom the War Department, I hope you will call 
upon me and I will be glad to go into the matter with you 
per sonally . 

Sincerely yours, 

Ia/ D. N. Hauseman 
D. N. HAUSE!Wi, 

Brigadier General, General Stat! Corps, 
Director, Readjustment Division Regraded Unclassified
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Treasury Department 
Division of Uonetary Research 

t- r 
• 
' 

To: Secretary Morgentha~ 

Prom: 1<1r. Coe (For Informa t1on) Nk 
Subject : Relation between Regional 

Worlo.-•N ide Organizations 
and 

. The Executive Committee on 
Economic Foreign Policy has been 
concerned with the jurisdictional 
relationship between the Inter­
American Agricultural Conference 
ana the proposed 1-'ood and Agriculture 
Organization of t he United Nations. 

It has decided , however, to 
hol d up a decision on this matter 
until t he broad problem of the 
r elation between regional and 
world-wide organizations is resolved . 
I n t he meantime, cl ose liaison will 
be maintained between t he two 
organizations . 

• 
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DEPARTMENT OF STATE 

WASHINGTON 

In Rep}¥ refer to 
A.C 

SECRET Febru~ry 20, 1£45 

The Acting Secret&l')' of State preunts his compliments to tbe 
Honorable tbe Secretar.r or the TreUU1"1 and transmits herewith tor 
hie intormation a copy or a secret docwaent, •Relationship ot the 
Inter-AIIIerican Agricultural Con!erencea to tbe Proposed Food and 
Agriculture Organization of tbe United Nations• (ECEFP D-24/45), 
'llhich s eta forth two recc.~~endationa as approved b)" the Executin 
CCII!IIdttee on Economic Poreign Policy, 

The recommendations relate to the position which the United 
Stntea should take at this time regarding the relationship bet,..en 
the Inter-American Agricultural Conferences and the propoaad l'ood 
and Agricult ure Organization, In brief, it is recommended that 
close liais on be maintained between the two groups, but that no 
provision therefor be made until the relationship between the Food 
and Agriculture Organization and the Pan American Union, which 
ehould continue to have ultimate responsibilit7 !or conyening 
Inter-American Agricultural Conferences, has bee.n detel'lllined, The 
Acting Seeretar,y or state concurs in the recommendations, 

Enclosure: 
ECEI'P D-24/45 
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SECRET 
ECEFP D-24/45 
February 2 ' , 1945 

EXECUTIVE CQ.[J:'M'EE ON ECONO!.aC FOREIGN POLICY 

RELATIONSHIP OF THE INTER- AMEIUCAN AGRICUl-TURAL CONFimJ1l.ICES 
TO THE PRorodEDFOOii AND AGRICULTURE ORGANIZATION 
- -- ,9!: THE UlfffEO NATIONS 

(A.tl approved by the Executive Ccmnittee on Economic Foreign Polley 
at its meeting on February 2, 1945) 

SECRET 

'd7 
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SECRET 
ECEFP D-24/45 
February 2:, 1945 

EXECUTIVE C<JILi!TTEE ON ECONOIIIC FOREIGN POLICY 

RELATIONSHIP OF THE INTER-AMERICAN AGRICULTURAL CONFERmCES 
TO tHE PiWPOsm FW D. cl_li1 1\GhiCl'JLt~ (JIDrlGUU'ION ; 

OF !!:!§ UNIT:ill t!ATIOI5 

The inter-American agricultural conferences sponsored b;r the 
Pan Ainerican Union have considered, in the course of t he confer­
ences ~ Washington in 1930 and in Mexico Cit;r in 1942, and will 
consider, at the third conference to be held in Caracas in 
July 1945, agricultural matters principall;r technical in nature 
relating to the /.merican region exclusive of Canada, The proposed 
Food and Agriculture Organization of the United Nations (FAO) 
would, as outlined by the IQterim Colllmission, deal with similar 
matters for the world in general with provisions for work along 
regional lines, 

Especially in view of the conference of the foreign ministers 
of the American republics to be held shortly at Mexico Cit;r a ques­
tion was raised in the Executive Committee as to the position which 
the Government should take at this time regarding the relationship 
between the agricultural conferences and the proposed FAO, 

After consideration of the subject, the Committee approved at 
its meeting on February 21 1945 the following recommendations: 

111 , The ultimate responsibility for convening future 
Inter-American Agricultural Conferences should remain vdth 
the Pan American Union; the part to be played by the Food and 
Agriculture Organization in the planning and conduct of these 
conferences should be determined in the light of relationships 
to be established between the Food and Agriculture Organiza­
tion and the Pan American Union, although it is cl~ar that 
close liaison must be maintained, 

"2, Tho position of the United States concerning the 
foregoing recommendation should be determined in the light of 
general decisions mado with respect to the relationship 
between inter-American and other regi9nal systems and world­
wide organizations, due regard being given to any differences 
which mB¥ exist· between purely technical and advisory bodice 
on the one hand, and organizations with broader powers and 
responsibllitios on the other, " 

SECRET 

r "'8 ,, 
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TREASURY DEPARTMENT 

INTEit O,.,.ICE C0114114U NICAT10 N 

DATa l7ebl'1'.l ,. , l £il5 

TO ( ~or information) 

!'ROM 

Sec retory ·or~''" t !ta u 

l!r . Coe f., . 
Subject : Gold Exp0r ts to Chinn 

1 . !:::p,rts t o C.lin: slnca Sopt.omber, 1 943, r1;1en t:1c C'.ir~oe 
'bo..;an tne so le o~ ~o1.d in tho open '".ar!rct, tot'll tho 
o:ju~volent <>f ~25,''76 , 010 , !'onthl;: fi~ures _ ·o .;ivon in 
attached teb l"' , Tt .ti 1 1 be noted t:'lll t t;~ere !lli'lo boon 
n o ex?orts since Doc,~b~r, 194~ . 

Z . rn addition to the obove e:tports , the Chinese .Tore >Cl'"li tted 
to arra::~.,e >7!.th til!! l3t.nk of !:'1.v1end t:J suop -!O, roo ot•rc e s 
of 0 old or t !le equivalent f ~J , ~20 , 000 :,E;ld in "cv. ::or k 
by the ::: J::t ~u 1 :ani: nf Cl i na for t:1e ec.mc amo•mt o!' £,Old 
held by the Bank of l:n~;..l::md in Bombay, !ndin . Tl.i s s11ap 
took p l!lce i n Jam•Dry, 1945, and it i s undcrs~ood t:>n t the 
cold h as since been expor tod from India to C'U.n£1 . 

3 , The most r e cent forma l r equost for additional exports or 
..;old wos msde in January, 1945 snd smounted to ;'lO milli on 
of bullion er.d 100 mi 1 'ion nf e;olrl tokens . 

4 , TI.1c p resent s ol.U hol d i nvo here of the Gov t: rl'l!:lOnt of: China 
total ,;so, 601, 000 of \lr.!ch aoo\lt 7 million ill hold for 
tl.e acco=t of t!-.o !Ia tionnl ~a ao--rce::: Com::t!.sa1on of China 
as pa,~~~~ for tin e~or ts t o tho United States . The 
last purc hase of ..;old by tho Governnent of Ch.ina ~;a s mado 
1n Octob~r , 1944, to t·~ amoun t or ;20 :;Ullion . --
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1943 

1944 

0 

0 

Gold Exports to China 

Valued at $35 . 00 per ounce 

(In t housan ds of 
u.s. dollar:~) 

.... 
'i 10, 487 

March 2, 169 

August 4, 493 

September 2, 849 

November 2 , 949 

December 2 , 927 

Total • . . .$ 25, 876 
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EXECUnVE OfRCE OF THE PRESI~ 

WM 1tUUG11 IO.UO 

WASHIIOTON 25, D. C. 

FEB 28 1945. 

¥-y dear l:r . Seor !'tro ry: 

I a~ forwarding to you herewith 

the proposed minutes or ~he fifth mee t ing 

of the Ws r RPfugee Board . 

The approval of these minutes wil l 

be on t he agenda for the sixth meet ing of 

t he Board . 

Very t.ruly row-s , 

dl~.,1e)'f/ )';r.-t..---.._ 

Execullive Di r ec 

The Honorabl e 

The Secretar y of t he Treasury 

Enclosure 
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IHNUTES OF THE FIFTH ~lEETING OF THE 
WAR REFVGEE BOARD 

Held i n the Of!'ioe of the Secretary of War, ll A. l~ ., Tuesday, 
Febr uary 20, 19~6 . 

Present : Seoratary of t he Treasury Hor genthau (acted as 
Chairman) 

Secretary of War Stimson 
Acting Secretary of Sta te Grew 
Ass i stant Secretary of War McCloy 
Aeeietant Secretary of State Dunn 
~/1lliam 0 1 D~1yer , Executive Director , \•lar Refugee 

Board 
George Warren, Special Advisor on Refugees to 

·Secretary of State 
Florence Hodel , Assistant Executi ve Director, Wa r 

Refugee Board 

The Board took the following action : 

The minutes of the Fourth Meeting of the Board, held on 
April 20, 1944, ~1ere a9proved . 

"'J l <.. .) 

The Executi ve Director outl ined to t he Board t he new situa­
tion which has developed inside Germany ae it apoeare f rom the 
beet informat ion available . He pointed out that , while the Ger­
mane have abandoned the wholesale exter mination of detainees as 
a gener al policy , large number s of physically unfit detainees 
face imminent death from starvation, ex9osure or delibera te 
negl ect. To be saved, these people must receive food and medi­
o1nes and be removed, i f possi ble, to Switzerland without delay. 
It was pointed out that the International . Red Crose is the only 
channel through which any reli ef and rescue work for these de­
tainees could be accomoli shed and that ooerations could best be 
conducted from Switzer i and a t this stage-of the war. 

The Board was reques t ed to aut horize the Executive Director 
to proceed to Switzerland and to obtain the necessary oooperat~on 
of the International Red Cross and the Swiee Oovernment for such 
a program. It was pointed out that the necessary f ood, medicines 
and other relie f supplies and transportation equipment could be 
made available either by the Sw1es Govarnment against a promue 
of repaymant or ra9laoament attar the war or, if this i s impossi­
ble , by this Government from existing s tocks . The financing of 
such a program would be from privat e f unds provided by private 
organiza tions, particularly the JDO, 
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The Board a greed that the aotion proposed by t he Executive 
Director be taken and that the Executive Director should proceed 
to S~titzerland to undertake the necessary negotiations . I t wa s 
agreed that the r equisite supplies and transpor t s tion equipment 
be made available to the International Red Cross by the Swiss 
Gover nment against repayment or r eplenishment after the war. 
Careful consideration waa given to the problem of providing such 
supplies and equipcent from exi s ting stocks of this Government, 
but it was decided that no co~~1tment on this poi nt could be 
made by the Board a t this t i me . 

The Board also approved the immediate acquisition i n Switzer­
land of an adequate number of trucks for the delivery of the War 
Refugee Board food parcels now 1n the hands of the International 
Red Cross , distribution of which has been del ayed several months 
because or lack or t ransportetion facil ities. ~ecretary Stimson 
asked Mr. •tcCloy t o arrange for Hr . Patterson 1 e clearance on 
t h is matter. 
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I!ltoZ'II&tion reeehed up to 10 e .e. , 28tb J'ebruerr, 1945. 

l. . W.:LtNJ.HM· l?th. One or H.ll. Submarines attacked coestal 
convoy o!r S:'o>e tt'a and aank threo ships and escort1n& trawl er. fo.to 
l" ·•~A:! nine &••·t \.•!i a~verely demaaed and beached. On 2t)t'". she set on 
t L""" s m11. -~ 'AY)l•flr Ml:cl ,am.oced two ecasterf;; a lao fiGJ\~· ~ ttC\ junks. 

27th.. One ot R.~. • ·~ ~;11tes sank 
taken. 

3 ih.iL~l<.Jlll~U·PPING. 27tb, _A J.)l7 ton Norweu!.o > ohi~ 
L"1o f"('l.\ :0).', ::Jnvoy tc:rpe4?ed orr Liz-ard ~po~sibly by aboV{l' ~ .. 0 '}":.! • 

A 7219 ah! p in homeward convoy mined orr Ostend, 

H:.W:W 
4 , ~.l!I-

South Central Sector• South of frier troops of )rei U.S . Army 
enlarged bridgehead over Saar and held it against enemy counter 
attacks, It now extenda some ton mileo in breadth ond five to six 
~1laa in depth, Eneoy showing himself sensitive to this threat. 
Further North in sector botwoon Echternach and Prum other troops 
ot 3rd u.s. Army, having closed up to river Prum on broad front! 
havo now c rossed river and next small river t o East , tho Nims, n 
armoured thrust up to river Kyll, Among placeo token are Wols!eld, 
lloaserich and Rit terodorr . Unconfirood reporto ota t e tigbting in 
proareas in Bltburg. 

North Central Sectoro 27th, Best ot Duren lot O. S. Army 
encountered strong enemy reaiatanee and cade l ittle procress . Late 
reports state Heppendor! and Esldort captured, 9th U.s. Army made 
excellent prq r oss durins 26th and 27th and front line now runs as 
!ollowao Konigshoven-Oarzwe1ler-Keyenburg-Rhe indahlen-aoross the 
latera+ road fr~ Munchen Oladbach t o Roermond, thence again south­
warda through Wegburs to N. E. ot !Ieins berg (advance in places of up 
to ten miles), 

Northern Seetnro lst Canadian Army made ~od progress, 3 Cana­
dian Infantry Division cleared Udem and 2 Canadian Infantry Division 
reached Hochwald Forest where enemy resisting fiorcoly, On lett 
U,K, troops extended hold on west bank or Rhino and oaptued Wissel 
Grletb and Calcar. 

m!llll!· 
Central Sector.$ OUr troops advanced eastwards along the east 

bonk or Irrawaddy from bridsohead Nyaungu and madt considerable pro­
areas,. 

Northern Sectors Chinese troops repulsed nine Japanese 
counter attaeks south er Namtu and their forward troops now ten 
milos south of this town. 

~ASTERN FRONt. 
entral Sectnrt N.W, ot Chojnice Soviet troops advanced 

44 miles 1n lost four days capturing over 100 places including 
13 miles N.I.W. ot Neuatett1n, 

up to 
Bublit: 

7. !!EI!fi!ll F~OE· 27t743 llber c ..... nd aircraft (2 .. iuins) tttacked ilainz 
(1545 tonai and 146 (1 aiooins) attacked benzol plant Gelsenkirehen 
(641 tons) ; Results unobserved. Principal tarfats for escorted 
lo62 u.s, heavies ware railway centres La i pzig 1724 tons) and Halle 
(646 tons) attack throush cloud , Enemy air opposition negligible, 
but escor tlng fighters destroyed 81 aircraft on "imer and Gotha air­
airfields in addition to number of road end rail vehicles , 11 heav~· ~ · 
and 3 fighters outstandtna. 19~ SHAEF (Air) bombers dropped 3~6 tr.n& 
mainly on communication taraato . 563 fighter s and fighter bombers 
(7 miooing) operated over btttlo areao . 

27th/28th (DiCht) , 96 Kooqu1toes attacked Berlin! other air­
oralt 196, inc1Ud1nc 23 Liberatore on 1J1lbolluha.,.n, operated on 
b•btr aupport and other ahllooa. lone •11•1nc, 

8, ~IP.:f'~" · 2Sth/26tb (nicht) and 26th, 1094 teot1cd d r­
oratta utnl attacked co•unicotlons 1 induatritl and other tar­
ceto in lortbtrn Italy, Austria •nd rUiotlAY10o Regraded Unclassified
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