GREAT BRITAIN
y For Period Nov. 1 to June 30, 1941

(See tables atteched for details and remerks)
(In millions)

82,720

Estimated dollar payments.
Estimated dollar receipts.

DOLLOLEeusvonannesieesnen

Possible dollsr resources availsble %o Grest Britain

In United States

Dollar belences, officlal.

(Eetimated llquidation va!

Lue) $1,435
Outeic

United States

- Geld (Areat Britein olatus this 1s minimn
reserve

Total doliar resourecs available 1f s11 gold is used
T dmerican seourities are sold and invest-
Sonte Liguidsted. S 2,035

Other resources which might be mede sveilsble
~—eltker through sale o TWents or as
orest Britain foreign investment other than in
it 4 States (Valued at $16,000 million)

timated collateral value. $6,000
Bunen Eapire countries resourcee in U s.... 1,0l0
ritish Empire countries outside of U.S. 1,300
88,340

Assets in the Unitea states of countries
allied with Great Britain B 0

) Totel.... i amne e Rovlio0

Treasury Dep: T DIvTsTon of Wonetary Researcn. Nove 28, IJ0.

e
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Table T
Sumnary Table - United Finglon G018 and Dollar

change Assets, November 1

(In millione)

Gola
gn earmark in U.S. - Nov. 20, 1 SR et 0
Hel.d outside U. Nov. 20, 1980....... $600 1/
Dollar Balances
orricial - Nov. 20, 1 100
Private - Nov. 13, 19! 290 2/

Amertcan Securities

Brytish estinated market value - Nov. 15, 1940.. 65 3/
8. Department of Commerce estimate
value about $950 million)

Direct Investments in U.S.

Qur estinated minimun liguidation valuo -
Yoy. 15, 1940.. A
(Eotinated book value - $400 miliion)

... kOO

Seuiss waiseinsinan 1885050

Fothlt ..o s

o

/ On November 1, 1940, according to Britieh reports, the United
Kingdom held $700 million o, heu‘ om gold, This doee not
include gold of other countries held under the juriediction

of the Britich Bapire. W Titinase a rosuction'of §100 miilion
since then

The British assert that $600 million of gold 1o the mini-
mun amount necessary for the conduct of their international
businese and for their necessary mcnetsry Fosorves:

I
i

Britich suthorities stated in July that their private doliar
belences were reduced to a minimum necessary o carry on busi-
nese and that these balances were not vaiiinle 5o meot their
foreign exchange requirements.

o
\

figure 1s derived from a Britich estimate of market value
5t Bes i henera American securities as of June 30, 1940
Justed for British-reported net sales of American ’osurttiss
Jince June 30, 1940, end movements of stock prices as measured
by the Standard Statistics Index of prices of 20 stocks.

Treacury Dep T Division of Wonetary Research. Nov. 27, 19%0.
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Table IT

Sumnary Table - Foreign Investments of United Kingdom
outeide the United States 1/

(Per value in millions)

Britigh Empire

Ganada. §2,200

1,225

2,500

3,700

1,100

1,250

200

Philippine 2

Other... 80
Totaleseenneestt $16,000 2/

We estimate these investments to have & collateral
value of §i to §8 pillion.

1/ These figures are based on estimaite of Sir Robert

e e 1oy, a vell-known British suthority, Hi5 esti-

Kindere ey ® tosel holdings for 1938, and dlstribution
B esographio areas for 1936. Adjustnents heve Dee:
D A herever additional lnformation has been available.
e R ematos cover long-term investments only: they
e o iiminary and subject fo substential revielons.
Snethor study of United Kingdom forelgn investments
cutside the Ynited States is now being made in this
office.

2/ e possible margin of error is seversl billion dollars.

Teasury Departaent, Divieion O etary Resear:
November 27, 1940,
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Table IIT
Sumary Table - Assets in the United States
of British Empire Gountries Other, i

United Kingdom, November L

(In millions)

Gold - Nov. 20, 1940 +.vvovrvnennninns

Offioisl Dollar Balances

- Nov, 20, z:c
Cehen"-"ov. ‘20,1500 -

Private Dollar Balances

Canada - Nov. 13, 1940 «........ S nes
Other - Sept. 25, 1940 +.evveennnnn 116
Total § sk0

Aperican Seouritles

Qanada - Estimated value,# 0ct. 30, 19k0.. 500
Other - Estimated value,* Dec. 31, 1939... ko

Direct Investments in U.S.

Ganada - Book value, Dec. 31, 1939
Other - Book value, . 31, 1939

Rlocia e sleioe $1,0085

bk Tehaan oo

Minimum liquidation value.....

=

Total - Egtimted liquidation valueof
$1,0t0

(of which, Canada +........
Other .

* Department of Commerce estimates adjusted for net sales.
(Market value for common and par value for other securi-
&

Treasury Depe » DIvIaTon of Wons tary Research,
November 27, 1940.



Table IV

ry Table - Agsets of British Empire Countries
(other S Shise 4 Kingdon) Held Qutslde the United States

Septenber 30,
(In mi11ions)
gota
Buatraidaz s oo R Yy
British Indta. o s
(Cauaangee. oo 0 22/
Mo} Zaatand. .- cou i aii L o 23

Bouth ALPLoa. o iuyvnasssusnes 308
ROERIC

onz=tern Investments (outside U.K.

and U.8.

CaNAGA. evititiii i eiiaieas 600

Other.......

Fotal oo il

Grand Total..

$600

700

$1,300

v 0n Aprll 30, 1940, the Central Bank of Australia
4 $2 militon of gola. This to the latest fig-

re aiiiante

2/ on May 1, 1940, gold belonging to the Bank
¢

of

anada was transferred to the Foreden Exchange
Control Board. On that date the Bank of Canada

e g2 i titon of gold.

Treasury Departnent, Division of Nonetary Research. Nov.

T T
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Suamary Table ~ Assets in the United States of Bgzernmentl

K111ed with the United Kingdom, November 1
(In
Gold - Nov. 20, 1940

Netherlands
Belgiun.
Poland. ...
Norway. ...

Total.

official balances - Nov. 13, 1340

Netherlands.
elgiun,

Long-tern inveatments in U.S. - iay, 1940

governuent would have in securing
Control of the securities v..........

Grand Total ...

millions)
$364
s
H
8567
15
1
1
13
30
1
betd i
2
37
329
600
150
10
R
41,150

1/ As_of September 25, 1940. In New York Foderal Reserve District

only.

Treasury Departient, DIvision of lionetary Research.

Tov. 28, 1950

i



GREAT BRITAIN
For Period Nov. 1 to June 30, 1981
(8ee tables attashed for details and remarks)
(In millions)

Estimsted dollar payments.
Estimated dollar reseipte

Defiedt......ouves ceveiseeee. §2,108
ble dollar resourees available to Great Britain

Dollar dire
(Retimated m-u-nu vaiue)
Quteide United States

Gold (Oreat mnn oxu
4 reserve.........

— 41,435

Total dollar resourees -mhbh u -n pu 18 used
and all American seouriti: nvest-

Foast P RY,
THK:dlm - 11/28/%0.



Appended are summary tab] tes of various
oategories or the foreign onh-n. assete of Great Britain.

nl‘.r‘bh uthmu .mlll as to
$s available

the $o be
or are to be Meld as sellateral againet loans.

There s also comsiderable dsference of of eptator
a2 to the liquidation and eollate v-nmu
egories of The unu Tiee'ef
1 unm-‘ m-
question: -Dh
an Orest Britatn mobiiise oo Financs 3 a-n-'
1. Gold owned by Great Britain.

2. Dollar balane

ap)
exehange

3. American sscurities held by the
Britieh.

LS n ot snn-m-u in the vnna
7 the Briti

5. of Latin Ameriea, Afri.
held by the British.
6. and direet ll"l(.-'!
British in Eapire
h

8. Simllar categories of
by nations eollaborati
British -- Netherland:
Poland, and Grees,

por of whieh

de faoto eontrol




9. Assets located in the British Eapire
beloaging to non-ecoperating countries.

u. mn- l-zfm'ﬁ-' have
ue, a8
Ay n- "aiiitary and stratesis
mu, is open to questien).

10

n,nm--c/u-
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Table T
. Summary Table - United nun- Gold and Dollar
Frchange. Assots, Novewber 1940

(In m1110ne)

M
earmark in U.
al outaias v,

- Nov. 20, 1
hen 200 A
Dollar Balances
Sfftetar - wev. 20, 190,
N - Nov. 13, l,z:?.
Amertean Securities
Bristah srtinated mrkes ralu
value al mw (i

Direet Invegtments in U.s.

L] Our '"‘"'{g minimua 1iquidation value -

Yoy. 150 koo
(Ratinatea book vaiue -
L O o
1/ On Nevesber 1 faording to Brivten r-pog‘- the Tnined

Hingdon held l7oo Py
4 of other countries h.lﬂ under the Ji
Britich Sapire. ¥ setinate a resustion of §100 syilion

of
sinee then.
] he Artttan TS that 4600 aillion of gold ts the in-
the conduot of their internationa
Sesthare ans ror thotr esessary nonetary Tesorve
Pritish authorities atated in July that their private doutar
¥ vers redueed to a minimus

Ty to carry on
vere not available S0 meet therr

‘tha I-X
for Ag exchange recuirement;
This 1 in derived from a British ll'lulﬂ of hr’:;t ‘value
Y Rl i e e B L
#ince June 30, 19 nd movements
by the Standard St

Feasury




Table II 9¢e

Susaary Table - of United Kingdon
o-t-ua m mnl States 1/

(Par value 1n millio:

British Espire:
Ganada, .

16,000 2/

W caiimts these investaents o have a sollatersl
value of §4 to §8 bLll:

3/ Thase tigures are based on estimies of ir Redert
sli-knovn British sutority, His esti-

they
t1al revisions.

jeet to sul
of United Kingdom fereign imvestaents
-nu- H‘Lx Tod States ::‘:n bed. r-an in this

November 27, 1940,




Table IIT 0733
el e
uu-ﬁ:u-. November 19%0
(In milltons)

o

S 3 3 i
Total < 4 e
Asspisen Sesurittes
b e e o
13 in .

by oo {l'ug’

Minisus liquidation value.....

$ion value of

Estimated 14
all

Other
* Department of u—n- estinates S sales.
?E:ri )t Ti1s for sommon and par vaive f AH AR
o

T par! 3 o o

Witho

seareh.
Novesber 27, 19%0.
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Table IV
3 Aaaste of Brivieh Beptre dountries
ngdon) lnu muu e United States
(In mi1110ns)
1

L]
Y

0, the Central Bank of Australia
Vnu 95, -uh-z' F gola. This 1s the Ladess Fig-
On May 1, \M 14 bel umlmnr
VRl s hefersed o e rorettn Resangs

ﬂl‘hl‘.ﬁmvfﬂl-h

held $212 niliton of gold.

Treasury Department, DAvision o
e
u/l%

onetary
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0735%
—"A‘m '“:.:::lmh ll- mm States of .;o"—“'
o
Sold - Nov. 20, 19%0 i)
%
561
1!
{
P |
sesens 30
Rrivate balasses - Nov. 13, 19%
3
hgv
=
329
600
150
1
s
0,150

V da of Sopteater 13, 19%. 1In New York Federal Reserve District
7.

Treasury Departaent, Division of Monetary Researeh. WNov. 28, 1900

TME: esh
11/28/k0



Sumary of Programs
No. 1, No. 2, and No. 3

Amount of
Valus capital
of product reaiie

Mr $3,810,000,000  § 900,000,000

Munt tions 1,894,000,000 300,000,000

Ships 184,000,000 18,000,000

Other , 576,000,000

Total $6,724,000,000  $1,218,000,000
~

L —
DFRI poserien pe<x T.0. kD
REP®. > .9




Program No, 1
(X Progras)

Intttal order i capital Imegtaens

i e
it o ) )roauﬂin capacity

Now Airplane Progran

) R o S $.1,075,000,000 # 100,000,000
atrcratt by June, 19!
(BoTE - $100,000,000 patd 1n capttal
¢ progran, ,., U.5, Troas-
ry report of Nov:'9,

b, Aroasent, ammnition, bosbs, radio 125,000,000 50,000,000

and special equipsent for above

11, 1,S.-Type Ordnance Progran

10 Divisions equipped with U.S,-Type 600,000,000 200,000,000
weapons (B Progran) - Tar Dept. estimate
. Other U.S.-Type ordnance mot yot 75,000,000 25,000,000
ordered (including .50 and .
ammni tion)
©. Tanks and Tank guns rematning to be 100,000,000 15,000,000
ordered
111, Merchant Ship Construction 81,000,000 9,000,000
TOTALS $2,062,000,000 699,000,000

Thie statenent is in addition to ordere already placed amounting to approxiately
£2,600,000,000,

w Airplane Progran' represents the first step in the expansion of the British
imorart phocraataiesty e taniitad:

The "0U,S.-typo Ordnance Progras® doss not include additional ‘items .un 2 be Io_lxntcd
under the 10 Division Army Plan, i

DEﬂLP'!.“‘FM,«’rO 160
. REP 8-2-T7)



‘Prograa N
(Mnnon:l. orders

o eeoriation)
T T
i Yaris + Amount of
: + capttal
i of product eriva
' :
1 omr 4270,000,000
11 Ordnance 369,000,000 $10,000,000
11 Ships 10,000,000
IV Other 516,000,000
Total $1.226.000,000 10,000,000
Prani1tn 37 Koceevel MWTAY.

mmm,e« TO
P E-2-7
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Contonp) ab requiremente

£or tu0 souvismation and smpassion of procrase

¥hich have alresdy been submitted or discussed
1avolving payments before August 31, 1941

iTat tadle, together vith i

i1s alreaty furnished to the Treasury,
rograns which oaa at present be formlated, It is plata U
nn- YALL hate o be formulated in the neer future and further ord

Talue
o vredsy required

g
£

I.  Atr (orders for release in mid-1941)
‘a. Repeat orders from present 1y
for outpus July - Deosmber 190

¢ 600,000,000 $

b, Bepeat orders from capacity to be
created uader "X" program for out-
put July - December 1342 900,000,000

6. Tattial onder for outy
further nev cepactty (additfonal
1500 atroratt per month) w to end
of Desemner 1502

Total Atr 2:400,000,000 150,000,000
I, Muatttons

». Bemaining equipment to be ordered
for 10-division schems 350,000,000 50,000,000

b Repeat orders for ordnance

1
) - s1x monthe cutput 400000

EStAl N Lons —150.000,000  _50.000,000

111, Ships (Additional 60 under comsideration) 1/  __ 87,000,000 9,000,000

Setel L2100 $,502.900,00
T oussion Sy The 3. 7. 0., but 1t may be

Tigurt
AT mnunu discussed but mot yet elabo
of 300 sht;

DEGLARNTIER o 7. . 16D
/HO 5-2. 77




December 17, 1940

At lunch with the President, I found him in a very
good humor, very quiet snd self-possessed, snd very proud
Sf the fact that he dian't look at & single report’ that he
Yed taken with him from Washington.

o President said, after some story-telling, that
the ireg thing he wanted to ssk me was whether th e English
hed asked me for a loan. I think he wes a tiny
pleased with what I had done, but by the time T e through,
he was all right. I told him the whole story aboul
rederick going up in the cer with me, up to and s
Sir Frederick's u,nmb me last nig »m from Cochren's office.

The President then ssid, "I have been thinking very herd
on this trip about what we should do for Englend, end it
seems to me that the thing to do is to get away from a dol-
Tar sign." Ho seid, *I dén't want to put the ‘thing in terms

- of dollars or loans, snd I think the thing to do is to se]
Shot e WiL1 nediastise wbek s noea. aad the flxs thingine
will do is to increase our productivity, and then we wil
say to England, "We will give you the guns and ships that
yoh need,provided that When the war is over you will return
to us in'kind the guns and the ships that we have looned
to you, or you will return to us the ships ed ond pay
us, alwsys in kind, to mke up for the ae;mmmn.
Be’asked, "What do'you think of 1t2" I said, "I think it
is the best idea yet." I sdded, "If I followed my omn
heart, T would say, 'Let's give it to them;' but I thin]

18 Wou1d be much better Tor you to be in the position Tt
ou are insisting before Congress and the people of the
Tnited States to get ship for|ship when the war is over,
and have the Congress say that you are too tough, and sy,
"Well, let's give it to them,' then to have the reverse
true and have Congress ssy you are too easy.”

Well, we kept talking about it back snd forth, snd
finally he said, "What would you think if I made a Statement
Tike this at my press conference this afternoon?” I seid,
"Fine, The sooner the better because the people are
wpiting for you to show them the wey."




i

L

-

St 0741

I then tried to show the President these various stuta-
ments on the assets of Englend, but he didn't want to look
at asked, "What about this list that the English
showed him Programs 1 and 2 and 3, md I told
B 1 (08 0 eve hwes Slsaten by the
id, "Go shead and finish the deul." The

gre going £o got this material."" I raplisd, WYou are right
beceuse I haven't heard from the English yst."

President's sense of treding and intuition on things like this
is sbsolutely emazing.

told the President not to do unything about Donald
Nelson until I got his speech which he mede in Chicago. I
told the Px‘esxdent that Nelson gave a speech very much along
the line of General W

I then hed o mimte or tro to tell tho President ebout
1y idoa of having all of export control flon through
S R e e
& license for his money or anything else, it would go through
the Customs House, snd he would transact ell his business -
there. T said that on top there would be a comnittee com-
posed of the President and representatives of Treasury,
Stete, War, Nevy end Netional Defense Commission. The
Brosident iiked the Lde,

(I met MoReynolds outside my door who, for the first
time, told me that Stettinius, and I think he seid Nelson,
sent’a memo to the President fo resd on his trip, desling’
with foreign funds and the freezing of them, loReynolds
seid thet the difference between my proposal and theirs
is thet I want to give the President e finished product
and they want hin fo eppoint a comiittee to study it.

.
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Decenber 19, 1940

I san the President this morning. Steve Early was very
much disturbed aboyt how the story broke on the three-man
council, The President wanted to know where it came fro
and nobody seemed to know, so I @idn't say that they had fmn
over to my office, Howevér, later in the conversation, I .
had an ample opportunity to give him the memo on the Lonl
that Phil Young has been doing and to give it a good serd-
off, T also told him about the Greek planes snd sbout the
AR o Philippines.

e lest thing that heppensd was the President sald,
in'a rather eross way, T see in the Trituno thet you said’
that England is Goiny to be given §5,000,000,000 mopth of

and ho_sdded, et Sons T 1433 tho. loademe. n Cong=
ress? “They will ask,” 'How could you sell them this sttt on
oredit when ,7ou dionft have the authority to do it f
Congress?' " So°I made wp my mind it mes time for me fo stick
by ny guns, end I said, "That's what I understood you to say
fome st Linoh; nunely thet they should £9,ahead and plece
the orders for One a I 5e ne, T didn't
understand it, but et a what you M very core-
ful, contrary to what the peper says today, not to tell this
to anybody until 5:00 when I sent Tor Sir Frederick, snd
L picked 5100 in grder to have it after your press conference.”

"If this is what you say now, no damage

* Frederick worked wnbil 8:80 Ehis
nomning at my request in order fo 11st his requirenents in
order of preference. Nothing has been done 5o when I
on the Hill I can say that no commitments heve been made."
I told hin that my record is perfect. Well, then he seemed
setisfied.

I told the President that they want to place an order
for 60 ships, end T seid that they are not the ships which
I understand the President wanted beoause they ere only 103
knotts. He said, "No, those 60 ships are all right. I told
Captain Callahen’to t411 Bnory Land! tht three days ago.r

I hed a chance to go over the whole chmese thinr mth
the President, and he is just as thrilled a I s
"Don't you think, Mr. President, that this s my fave e a

TR PR——



=rote

pore fer-pesching effoot than the campaion in Oreese?”
He said, "Much more. luch more." I ssked him if he
wouldn'd take 1€ up after Cabinet vith Stinson, Ko,
Bull and myself uE he seid that he would.

e




December 19, 1940

At 10:45 a.m., Steve Early called EM Jr, and the
following is the Secretary's end of the conversation:

"Hello.

"Yes, because it is time for me to talk to my press
conference.

"Good.

"Please.

11, ‘nere s what the President told me. He evidently
had seen some story in the Tribune, which I haven't seen,
where I seid it was okay to go shead with it.

"Cen anybody hear what you end T say?

"Well, this is the story. At lunch - let's see,

todsy is Thursday. At lunch Tusslay the President aigtell

o t9 tell the Exglish to go shead and place that §3,000,000,000

order, and he told e he was gotng to smowce this thing at’

his press conference. So L +51a Sir Frederick Phillips %o

come eround at 5:00, st vitoh tine T fold hi the Prebident

s8id that inasmuch as this had been cleared by Army and Navy

£ud National Defense, they should go shesd and place it.

Sir Frederick said, 'How cen I do it?"

it was up to him to figure it S give me

the following morning & list of the things in the or

B would Jike to plane them. At the Niéad of the 1ist sre 60

ships. Now this norning the President jums me and asks
what he is going to do, what cen he tell the leaders.

Yo 5aid that they'te going to ask Why he went shead without

the sanction of Congress. I told him that I em the fellow

T L H 0 o P C B 0 ) A

becauge there hasn!t been un order placed as of 9:30,

Then T brought up these €0 ships end he said that they oan

S Ruisud it tiom; Db ol anid) “Matlo allvavid Congress

folls us how to do it. They can do everything up. to signing

the contract.' My record is all right and everything is

oksy. Now there's ‘the whole story. What ere you going to

Se1l them 50 you and T will say the same thing?




"Future orders?
"That's all right.

"No orders have been placed since he has come hack 80
thot gets away from the timing. How is thet?

"That's all right.

"Is that what you are going to say beceuse you end T
ought to say the seme thing?

"

He said to go shead with the 60 ships because Lhey
heve the money here marked for that - that's cash.

"o, that's for cash, They're going to pey all cash,
And that's’ the only thing that is going to be done now. Tell
them the seme thing.
fter sl thatts the orly wey ve omn serve
he Presmni the best. Of course, o goin
to be sore as Hell st me. I think oins $55050,05,080 sbory
cane from. them.
"hat's right. Then we'll be together.

P
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December 19, 1940 L

A% Capinet the Preaident sald that the English
ould place ordors for S1ything they wanted if they

201d"they Fad"she noney o pu'
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December 23, 1940

2:15 on Deoember Z0rd the Presidont called
Autral suz-k, in my presence, ond told hin that
‘the 'Tuscaloosa to pick up the gold
e
only condition the President made was
old lasured. I told nia thet
fund for that purpose,
Yousd insiss that the Bagiien

£

I th

but if we did not

{nsur this gold i Lloyds and that they pey for

A
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December 27, 1940
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T Decenber 20, 1840 0751

Hull suggested as Ambassador to England Cox of Ohio
or Owen D. Young and the President turned him down.
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MEMORANDUN

The President waraly welconed the prospect
of recetving the statement of our requirements of
weapons developed while I was in London and ssked
that 1t reach him soon. Arising out of indications
that the doller value of these vould be larger then
expected, perhaps of the order of §15,000,000,000
(though this wes merely a guess at this stage) discussion
arose on the type of legislation which should be drafted
for Congress.

The President invited Secretery Horgentheu to

araft suggestions for legislation covering;

(a) Appropriation procedure and

(b) Procedure in comnection with loan by
the U.5. of weapons & UK., indicat-
ing we could be helpful in counection

His 1des 1s that the legislation should follow
the Lines of his last night's speech whereby the wezpons
or.their equivalent would, in due cowse, be returned
by Great Britain to the U.S.

Tnis was the only logical line of attack. It
would be impossible to put a money value in advence to
Congress since the decision as to the weapons actually to
be shipped to Great Britain would only be fully known &t
time of delivery.

Ho'instanced three examples &s applied to toe
case of & 3 anti-atreraft gun which might be 5o loaned:

(&) If the gun had been instelled at a point where
it was found after the war its use had been
sore or less negligible, except perhaps for
practice purposes, 1t could be returned intect.

() If the gun had been used to the point where re-
rifling was necessery, Oreat Britain would
replace the worn barrel before returning it.




(¢) If the gun had been demolished or rendered
\mrepsdrable its equivalent would be Teturned
by Great Britain, say within five yesrs.

e point was made that in the case Coming
under (c) category where applied for instaice to a fighter
Lent say in the spring of 1941, and which vas
1943 brend would be

aeroplane,
replaced say in 1943, @ pleme of the
expected in return. If 1943 types were more expensive
plancs than the 1941 type, differences would be
e Josses pinges o P pnst: b ]
s (S FHETT Vo Fave o i

n procedure were limited

equated 1n

given under the loan legislatio
. to recetve back.

%o those which were useful to the U

mis, the President pointed out, put @ premiua upon the

establishnent of mutually acceptable designs of the various
he President sew no Teason why the loan procedure

atties as wheat.

should not apply also to such co
4s to the possibilitiss of an interin meeting of

the situstion pending Congressional action, the President

satd progress night be possible by the utilisstion of

4 also through R.F.C.funds

unexpended contractual balances
tion Bill could be put through
Lcat-

Also & deficiency eppropric

Congress fairly quickly but would be limited in its

fon to the wording of existing lav.
on the subject of ships the President said an
stime

nade to the

ellocation of $36,000,000 had be
© ur. Knudsen

Commtssion under his instruction in order U
could got ‘along with the bullding of seven additional ship-
yards, losving open the question of appropriation sums

requized to pey for the subsequent output of these yerds.

‘Washington,
December 30, 1940.
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H.M.Jr:

December 31, 1940
9:05 a.m.

Mrs. Klotz

1In addition to this memorandum which Purvis

wrote for me, of our meeting with the Presxdent,
There are several things which Purvis didn't
mention,

Gus, the Prostient s8id that Governor Cox and
Young had been recommended as Ambassadors

to snglma but thet he didn't think well of it

and he was thinking some of former Governor Winant

beosuse he_ thoueht his labor comeotions were

such that it would be helpful in Encland.

After Purvis left I told the President that

£ he wanted to find out more about it,
uhu\lld talk to either Sam Lewison or Calenel Knox.

The President brushed bﬂth su estions aside
emvhatically and seid, ﬁu ooy, zoney
troubles, they are his wi!e s. dn't want
to hear about them, so I let the matter dFop.

During our conversation with Purvis, howeror, the
ent saié that he would like me to think of

i
have therefore written a letter suggesting that he



i

make John Wiley Minister to London, because I
think he would be very useful and he certainly
would do eny svecial errands that T might have.

Also in Purvis' peragraph, the last paragraph
fo Speaks sbout the President

2
2
3
=
e
&
g
%
-
g
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g
5
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authority to order these ships when there was no
specific appropriation for them, They were goinz
t0 go shead and do it just the same.

Purvis asked the President what he, the President,
proposed to do during the interim veriod, meaning
fron nom until the tine the legislation passed.
The President hedged on this thing besutifully.
He gave Purvis no satisfactory answer.

After leaving, T told Purvis it was up to the two
of us to see whether we couldn't work out some

ey whereby they could pet these orders started
somehow or other.

Tn other words, he didn't stop to weigh the
matter, but he had it very definitely in his

After Purvis left, I gave the President a
memorandum on freezing funds, et al, and he
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said, "Well, this is a very smell matter
Gompared to the other thing that we are talking
aboat." T told him, "Well, what about the
Budgeto" and he said he would take care of the
Budget, but nevertheless 1 em going to call up
the Director of the Budget myself this morning.

1 also told the President that Hull was willing
Yo go along unenthusiastically, but that the
pripcipal thing that bothered Hull was, he didn't
ant to be chairman. I told him that Velles was
Quite enthvsiastic about the program when T
explained to him that we could exolude England
and Conada and South and Central Americe.

One of the important things that Purvis left

out was that the President said, "I have 2ot
Something very hush-hush to tell you. T wanf
fhree or four million dollars from you.' It seems
fhere is some Admiral, whose name I can't remember,
+ho mow 1ives in Maine and who used to be the
Chief of Neval Operations, who made & sugestion
Yo the President on convoys. His thought is that
ey take an ordinery steemer and saw off the top

airoraft carrier autogyros, that these autogyros
would be constantly out 15 miles sailing around
The convoy and would carry one or two bombs when
watching for submarines.

with ours end you put yours into service
Sorine. That is definitely worth tryine.”
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One of the most importent things that the
President said and gave me an insight on as

%6 how he was thinking, was that when he told
s that he wanted the Treasury to draft the
legislation, he let me know that what he really

England, and have the amount to Enzland earmarked;
ani T got the impression that what he would like to
have is to have Congress say, 'Go shead and build
18 million dollars worth of munitions,” and that
he would say at the partioular time what kind of
manitions should go to a particular country.

of course, if he could get this authority it would
Be oxcellent, but I doubt yery much if he will
Bat he is definitely counting on the Treasury

%a do the arafting, which I told Foley last night,
and he dofinitely wants it in the blank check
orm,

He also seems to expect us tere in the Treasury
to continue to be the contact for various forelgn
purchasing missions.

The President was in a very good humor and seemed

o enjoy having Purvis for lunch. Purvis handled
# very well. After all, I pretty well told

him what to say between 11 and 1z, and then he

T may be wrong, but for the first time I just
have a slight feeling that the reception that
Purvis pot in England has just a little bit cone
%o his head. but I may be wrong. I think that
e is beginning to forget that he was practically
Do on the end of a limb when he left hero, with
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Beaverbrook setting up Morris Wilson as a
separate air mission, as their stationery
shows, and that I am entirely responsible for

4
of the waterj but as I say, what I am interested
in is seeing that they get the aid that they
need, and another few days will tell whether
Purvis has changed or not
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Last night, December 3lst, at the Whitl EO\MQ at
dinner, the President said to me soross the
mant £ tell you, Henry, that I told the Greek Uinister
vhen he called oh me that ne would give hin sixty planes
Theben of tnirty.t T agre of gasped and then I sald,
"Well, we haven't been able to give him thirty lmu
let alone sixty. ¥ hbenthe President said, "Well, st
least give them thirty-three planes."

t is evident that the Prosident told the Greek
Minieter e could have sixty planes instead of thirty.
T decided that the President sidn‘t all the facts
although maybe he hes been "egged on’ ¥ty Sumer. Welles,
¥here me are going to get the sixty planes from I don

The President said, "I teld the Greek Minister to
take it up with you and Purvis." I gathered that he thought
the planes would come out of the Eng ish ellotment.



January 2, 1941

When T told the President that I was asking

the SEC to organize for me the various investment

trusts into a co-operative group to buy same of

the British direct investments thil count:

he said he m ht it was a good idea, but b
of his an which is that they give the

Brlthh the right to buy these back at a flxlﬂ
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January 2, 1941

I spoke to Steve Early at ten minutes to eight, and
uked him if he had seen the Eccles' statement, He said

ng abou
n, %04 he said that Eooles brought it over to him 7

terday, and said that it wes the work of the Adviso
Comnittee, end they were going to send it up to the Ti1l
if he dian't.

Steve Early showed it to the President, and tl
President said, "Let it go." hrly said that Eccles also
t01d hin that he had h it to me. I seid that we

01

showing it _to the White House. Bell got excited and that

is why Eccles took it over. Early also told me thet Eccles
e hoped the President would give it his blessing. T

how the President pouxhl{ ceuld bacmsa

thet Eccles wanted Congress to nulli

e Preciaent atood for for the last seven years,

been up on the Hill fighting for them for t

ang
President.
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January 6, 1941

ke Youny
h.ng

¥r. Gaston
¥r. Bell

¥r, Foley
¥r. White

T thought you micht want to listen while I
dictated this stuff, so.I asked you to come

in.

You ‘should have sent him the Republican Platform,

eliminatine the power to devaluate and eliminating
freenbacks.

Yould that do the trick?
Sure, that is what carried it out.

Somebody said today thet if you want to get the
Federal Reserve memorandum, all you have to do

is read Aldrich's speech in Boston on December 12,
that everything there is there except the gold

(Mr. Kuhn, Yr. Youns, and Mr, Vhite entered
the conference.)
Tell, now, Ed, let's just dictate to my diary.
Vhat'we are doing here is unusually cmmmmL
You do the joint resolution one, wil:

The Secretary and M. Foley sa the President
at 4:20, ith hin the following
matters:

First, the amendment of the joint resolution
extendine military aid to South American Republics
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passed June, 1940, to enlarge those powers to
Provide material aid for those mations whose
Qdefense is vital to the defense of the United
States. The President read the proposed bill
section by section, asking a few questions as
he went along.

Secretary Morgenthan explained that the bill

had beon worked over by Peanan, pursuent to
his instructions, and Beaman was satisfied
with it.

The Secretary also stated that the bill had
n shown to and epproved by lackworth on
behalf of Hull, Secretary Stimson, Knox,
Dean Acheson, Ben Cohen, Eddie Greenbsum,
MeCloy, and Colonel Quentin. The President

nointed out that Hitler was not buying iron ore
from Sweden or wheat from hussia, but was buying
those natural resources and commodities from
corporations in those countries through
corporations in Germany. This alloved Hitler
to draw a distinction between direct action
under the pronosed bill and the action he was
taking with the countries named.

The_President pointed out that if a corporation
could be set up by the RFC vhich would indemnify
@ private company like General Electric from
loss resulting from the sale of diesel engines,
for example, to Great Britain, Hitler would not
be able to make the same international law
point, that he would be in a position to do if
we acted directly with Great Britain in making
diesel enpines available to that country.

The President asked Secretary Morzenthau snd Foley
what they thousht of the plan, Mr. Foley pointed



Toley:

o

out that the plan would involye a repeal of
the Johnson Act, since General Flectric would
be ertending credit to Great Britain.

Just let me interrupt you a minute, and point
out thet when you mede - when Foley made this
suggestion, up to that time I felt the President
was pretty well set to have it a corporation;
but when Foley rointed out that we would have

to change the Johnson Act, you could see that
his_thoushts turned a somersault. He was opretty
well set on a corporation idea up to the time he
nointed out the Johnson Act.

Foley also told the President of Secretary Hull's
statement when he anpeared before the Ranking

and Currency Committee in connection with the
proposed extension of credit to China. Tn answer
%o a question from ome of the semators in rerard
to Japan construine such an extension of credit
as beine a warlike act, Hill replied that if it
was a_contravention of international law and thereby
a warlike act for a country to take action to
defend itself, then Japan could say that the
extension of credit to China was in violation

of ‘international law.

On the other hand, the Secretary pointed out
that if we have resched the noint where we

are no lonrer willing to defend ourselves
acainst acts of ageression on the part of
foreign nations, such extensions of credit
should not be made. However, he did mot think
that we were in that position in our thinking
today, and believed thet no one would say that
we were violating international law.

The President said that vecretary Stimson was
seriously disturbed about amending the joint
resolution which had come from the Foreign
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Affairs Committees of the two houses, since
this would mean that the proposed legislation
would ro back to those committees which were
made up in a large part of isolationists.

Vr, Foley told the President that by striking
out the first four lines of the bill, it would
stand as an indenendent measure, and under the
rules of the House wonld be referred to the
nroper committee

The President susgested that Secretary Vorgenthau
telk to Speaker Rayburn and Vajority Leader
YoCormick, sgain on this polnt and bring up
Stimson's objection. Secretary Morgenthau
SEReCtia Prraidantinbeinge AEa hatie po
done boforg the corporation idea ma explored

. further. h\e President said no, it shonld be
done Tight-avay. The Brosident also asked
that Secretary Morgenthan secure the initials
of Hull, Stimson, Knox, Knudsen, and himself,
to the proposed legislation and bring it back
to him,

T guess that is most of it on that.

Yake & nota that M, Foley.opn heve. dopy.of
that for his records, up to this

Nom, shell ne go on? I will g0 on, Gentlomen,
1£ you evor 1ot any o his ont the

fun’ of hearing thid stuff. The Presiqent caid
that Senator Robert Wagner came down to see him
about the Eooles billyand the President saids
"L-said, 'you know, Bob, this is strictly between
us. Of course, I haven't said anything about

Shoridints thing to Steve smy'" and he says,
"15teve never shoved it to me. I have never seen
. it,"" and he says, "So it got out as though it
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had the blessing of the Vhite House," but

said, "'Bob, I never have seen it. Of course,
I want to save Steve's face.'" He said, "
this is nothing but what Winthrop Aldrich
vanted.” He said, "Everything except the -"
did he say a free market' for 01a?

No, he didn't say a free market.

He said, "This is practically everythins that
Winthrop Aldrich wants."

Since it would result in increasine interest
rates.

He says, "From a half to one per cent.” The
President then went on and repeated word for
vord every single thing that I told him on

that morning, as his omn, but verbatim. He
said - you have got to help me out, T am awfully

e
newspavers and you will see what they have said,"
and then he went on and told the thing that T
told him, which was contrary to his first im-
vression.

His first impression when I talked to him was
that there is no deflation in sight. What he
said he told --

No inflation®

No, no deflation in sight. That is what he told
me the first time I talked to him. That he said
today was what T told him, I said, "How about
if there should be peace tomorrow?" And then he
went on to say - he said, "Suposing somethi
heppened.” He said, "I need all of these powers.
How do we know what is poine to happen tomorrow?
Just the thines that are in this thing are the
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thet T may need,” He says, "We never know
when we may be feced with that situation,” and
he says, "As far as inflation is concerned, we
are not varticularly worried about it."

that what he said®

lie said that he didn't see any deflation in
ight. These were deflationary measures. I
peace came tomorrow, he might need these poners
to bring down prices, There might be
scarcity of money and prices might soar, I
he was_ in the position he was in back in '33,
where he had to po and find old powers from 1917
that hadn't been used in a lons time, it would
be unfortunate, He thought that he should keep
the powers to deal with deflation even though
there was no deflation on the horizon, against
e day when that contingency might arise, I

don't think he mentioned mich about inflation.

Yo, T guess you are right, but he did talk about
defis hen T said, "Vell, you know we

e going to have a memorndum on this for you
verv ahortly," T don't know just what e, has
in mind for the next move, but he certainly
Tegt no doubt in my mind that he is 100 per. cent
apainst the tcoles plan. He d)dn t say anything
in favor of any part of it, did he

Not one.

The thing which I forgot to tell him but which
T told Foley when we were walkine out was that
Uongressman Somers of Brooklyn stopped me on
the Hill end said, "Now, i you want this thing
handled in the Nght way aid, "hat do
He says, "ell, a0 ke the
¢ you want it handled right,
have it worded so it comes to my comnittee."
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Now on the Executive Order.

Oh yes. Then T showed him this clipping from
Vartin Dies saying that the Russians were piving
their money to the Germans, etc., etc

said, T don't want you to have your hand foroed
by Mactin  Dies, i T, think you ought to do
before your hand is forced. he said, “nu,
dian't 1 take this up with Cordell Huuv” i
said, "full is all ngm on this and_so
Velles," but T Tt o being held by the
Director of the Budget who says he won't
around to it until you clean up your dehc)t.
He says, "Well, T will do the deficit uj

"That appears in ¥ dnesdw/ s

tednesday T do the Pudget,’
d Thursday's paper, and ho says,
"Te1l Harold Smith to have this over to me
Thursday morning and I will sign it, that is
provided you want publicity.” T said, "Yes,
T want publicity,” and he says, "All x-!ght
have it here Thursdsy morning. n't
you tell it to Harold Smith, it TR o)
you tell it o "Pa’ Watson that T want it
done," which T did.

Then on my interim plan I said that I couldn't
et anywhere on this, that I had tried to get
the thine through before he left, and he told
me what he wanted, and I coildn't get it; and
he read it very, very carefully.

(Mr. Gaston entered the conference.)

And T said, 'I want Stimson and Knox and Knudsen,
Jones and myself together,” and he said to tell
Vatson he would see them on that. I said it
needed his supvort. And then, just bei‘ore v
left T said, 'Did iagner say anything to

sbout the Bank Holding Bi117" T said, " first
thought that Carter Glass was with us on the
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death sentence, but he_seens to te kind of
wobbling on it and so does Vagner." 1 sa

" am afraid that Jesse Jones has heen mkm

on Carter Glass." The President didn't seen

to particularly like ’Mt, but T said,

1 need your s\xqsort. Are you for a death uentence
of the bank holding companies?’ And he said,
"pbsolutely." He said it very empl\ahcnlly.

Vhat else did we do today?
T think that covers it.
uite a day.

Ve had a good day.



NEW Yom( TIUES - January «. 1941

n‘
g; MM SMltl in2 Mo 2 Honi

‘mandatory deportation of
aions” who aivorate aay. basic
ehaage fn'the form of our govern.

5 The sactment o legaai
aforliaiaot oo voderar
5o American citizans.

000000
Boviat banklay: T et e ot G
o lhln!ubl-k T O g e

‘Would Bar “Tams" in Sehools
“4. Withhold all Fedor fi
' educational inat
= \uEin which permits mem
haves hown, from time|ita slvocats communtun.
g ] o ,25,,."‘.,1 egvernment o i
o St e, SRS 5%

i :,. ,"W.mu.a e et By o

cal governmant services hord e
raid, Bowtier,
o, Russin was

Asks Tnimigration Carh

st th onteoriin Founirics (g efues o ae.
committes - recopstiutad, i L5 e et B ORI ationaie
ow. concusivly that. the Axs



&
Tho statamont of the Chasa Nati
Bank wiowe tha e trinars

inda wara ror "
ity o Exaclon fo which
e e T oy fiktions

‘purely propaganda purpos



January 7, 1941

The Secretary called the President at 12:40 p.m.
today. Not being able to get him, he spoke to Pe Wetbon:
The following is HM Jr's part of the conversation:

"When you get a chance, would you tell the
President that I have had an hour with Mr. Hull on this
legislation for aid to England. He has spproved the

0

unimportant modifications, snd I hope to get o
the President late this afternoon the memsrendum with
Hull's, Stinmson's, Knox's and my initials, At Hulles
suggestion, he and I are seeing the leaders in the
Senate and House together tomorrow,"
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t night at 7 P.M. I spoke to the President on the
telephone from the farm to Hyde Perk.

I suggested to hin thet Hull £rom nov on ought to take

full charge of the Ald to Demacracies Bill. The President did
not take my suggestion foo well, He seid, WML ip golnt to

Loctifyvand T Sedd, 91 know tht but up t9 now in the Treasury
we have done everything even to px‘eparing the statements.
Barkley and Ra; fie sai that", I said, e aé
Porfeetly willing vo continue 0t T think, coeing that it goes
Defore Forelgn Affairs, that Hull ought to do it". The President
5214 he would teke Lf up the first thing Tuesday when he got back.
The important thing is that I have planted the seed in his mind.

He complained to me thet he hed not had a minute to himself
all day and he was staying up Nonday with the hope that he could
heve two or three hours to work on his inaugural speech.
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Jenuery 15, 1941

The President, told the Seorstary on the train Fridey
nisht January 10th, to Hyde Park that Carter Glass
i1led bin and s T e
esident answored that he did not Have any
loellngl REGToH 1t cns wesTor it ebo or

At Lunch today the Seoretery ssked £d Foley to get
in touch with Leo Crowley and ask Crowley whether he
would see Carter Glass and get the whole story.



) @ THE SECRETARY OF THE TREASURY
o 1-2% -4

MEMORANDUL FOR THE PRESIDENT

There is attached a draft of a bill relating
%o the public debt and the status of future Federal
obligations from the standpoint of exemption from
taxation, which I propose to recommend to Congress if
it meets with your approval.
The bill entitled "A Bill To amend the Second
Liberty Bond Act, es amended, and for other purposes,”
] would scoomplish the following objectives:
(8) It would fix the ceiling on the
public debt at $60,000,000,000, en increase
of $11,000,000,000 over the present statutory
combined debt linit of $49,000,000,000. The
new limit, of course, would not include
guaranteed obligations issued by the Recon-
struction Finance Corporation and similar
agencies.
(b) It would give the Secretary of the
Treasury greater and more’ flexible authority
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over Savings Bonds as a financing mediwn by
giving hin aiscretion (1) to fix their de-
nominations; (2) to determine the sggregete

£a00 emount of them vhich may be held by one
person st one time, and (3) to issue them on

an interest-bearing as well as & discount besis.

(c) It would authorize the Seoretery
of the Treasury to issue, in the seme mamner
as Sevings Bondsare issued, a new cbligstion
similer to the old Var Sevings Certificate
called a "Treasury Savings Certificates"

(d) It would eliminete the partition
between the general debt limitation of
§45,000,000,000 and the National Defense
Linitation of $4,000,000,000, and would
repesl that section of the Revemue Act of 1940
shich earmarks certain taxes levied under
that Act for the purpose of retiring, over
o five-yesr period, any Nationel Defense
obligations issued under the National Defense

debt limitations



(e) It vould remove from all Federal
obligations (including those of corporations
and other agencies of the Government) issued
in the future the privileges of exemption

from Federal taxation which they mow enjoy.

ol
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A BILL

To amend the Sesend Liberty Bond Act, a3
amended, and for other purposes,

Be_4% snacted by the Senste and Nouss of of the

United States of Ameries in Gongress sesssblad, That this Act ey be
eited as the Public Debt ict of 1941

Sec. 2. Section 21(a) of the Second Liberty Bond het, es ameaded,
1s hereby further amended to resd as follows:

. anount, of sbligetions b e
under the suthority of this Act shall net

the eggregate mn.-«-. )

any one time.”

Secs 3. Section 22 of the Gecond Liberty Band hct, as amended (U.5.C.,
tatle 31,

ec. 757¢) is hereby umended to read as follows:

Seo. 22. () The Sasretary of the Tressury 1
suthorised so 1esue, fron n— to tine,
Postal Service or Tnited States sivings

and including
Secretery of the ey v tdae o e peeserite.

-(-) Sevings bende ent suriage cortitionter my bo
¢ busis,

ond 1
than ten years from Such
e e T oeraifioxtes aay bo sold at such price or prices,
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Detween the




See. 4 (a). Notwithstanding smy other ;zovision of luw all obligetions
1ssued under authority of the Second Liberty Bond Aet, as amended, nd all
obligations whish by their terms beer interest or which are sold on & dls-
eount Dasis issued uader euthority of emy other law by amy instrusentslity,
corporatien or agemey of the United States or by any other corperatien or
entity erested by, organised mder, or established pursusnt to cuthority
contained in, emy Act of Congress shall, as %o both principsl and interest
or other inerement, be swbjest to all taxes now or hereafter impoced by

the United States: Provided, That amy such obligetions whieh the United
States or azy sush instramentality, corporetion, ugeney or entity has, prior
%o the effsctive date of this Aet, contracted to lssue at  future date,
shall vhen iswaed Dear such tax exemption privileges as are provided in the
lew authorising thetr issuance.

(1). The provisions of thic section shall, with respect to sueh ob-
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1igations, be considered es amendatory of and supplementery to the res-
Pective dcts or perts of Aets suthorizing the issusnce of sueh ohligations,

Sec. 5. Section 32 of the Act ersroved Juse 13, 1696, as cmended
title 31, sec. 756); section 6 of the Firet Liberty Bond iet, as
emonded (U.8.C., title 31, sec. 755); section 6 of the Second Liderty Bond

Act, o amended (U.6.C., title 31, sec. 757); section 5(d) of the Second
Liverty Bond iet, s cnended (U.8.C., title 31, sec. 754(d)); nd socticns
01 end 302 of $1tle TIT of the Tevemue Aot of 1940 (54 Stat. 526); are
Bereby repesled.

Sec. 6. Hothing contained in this Act shell be deemed to clter

o amend in swy wey the terms of amy of the obligetions descrided in
section § hereof, lssued srior to the effective date of this Act, or to
Awpatr or otherwise affect way rights, privileges, or remsdies sceruing
%o the holders of sueh obligations under the terms thereof or under the
laws authorising their issunce.

Sec. 7. This fct shall becose effective cn the firmt dey of the
momth following the date of its approval by the President.

Bl ot
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AMEMORANDUL! F QR THE PRESIDENT

There is attached a bill relating to the
status of state and mmicipal obligations from the
standpoint of exemption from taxation which I propose
to recomnend to Congress if it meets with your
approval. g
The purpose of the bill is to provide the balance
of the legislation necessary to ensble us to complete
our progran of elinination of tax-exempt securities.
This purpose would be accomplished by:

(a) laking obligations issued in the
future by eny State, Territory, mmicipality,

or other public body subject to income taxation

by the Federal Govermment. To permit public

bodies to take advantage of favorable market
conditions, provision has been made for the
refunding of outstanding callable bonds with

tax exemption for the same period as the

original issus.
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(b) Consent to non-discriminatory
taxation by States of the interest on all
Federal obligations issued inthe future.
I think it would be good strategy to have this
bill ected upon by Congress after Congress has acted
upon the proposed bill dealing with the taxable status

e

of future Federal securities.
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(The dates herein used are hllﬂ on m samption that ﬁ‘ i1l
will h- mtﬂ Apri] 41, I an inte:
tars vi11 exist Datre enactment
AIA ‘the date separating the hnhl- 1ssues
fron the taz-oxempt lssues.

v A 31L

To provide for the reciprocal income taxation of public obliga-

tlons, and for other purpos:

Bo it enscted by the Senate and House of of the

od, That this Act may be

cited as the "Public Bond Tax Act of 1941.%

Sec. 2. Section 22(b)(4) of the Internal Reveme Code is
azended to read as follows:

(4) TAX-FEEE INTEREST.—To the extent provided in section 116(b),
interest upon obligations issued by (A) a State, Territory, or any
political subdivision thereof, or the District of Columbia, or sny

agoncy or instrumentality of any one or mors of the foregoing; or (8)

. mﬂonﬂan organized under Act of Congress, if such corporation is
an”instrunentality of the United States (as defined in section 116(b));

or (C) the United States or any of its possessions. Every person own-

ing any of the obligations emmerated in clause (A), (B), or (C) shall,
in the return required by this chapter, submit a statement showing the
umber and amount of such obligations owned by him and the income Te-
ceived therefrom, in such form and with such information as the Com-
micsioner may require.’

Sec. 5. Sections 25(a)(1) and (2) of the Interzal Revemie Code

are amended to Tead as follows:
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#(1) INTEREST ON UNITED STATES GBLIGATIONS.=-The

amount received as interest upon obligations of the United

States 1f such interest is included in gross income under
section 22, and if under the Act authorizing the issue of

such obligations, as amended and supplemented (including

the amendatory and supplementary provisions of section 4

of the Public Debt Act of 1941), such interes

1s oxempt
fron normal tax.

"(2) INTEREST ON OBLIGATIONS OF INSTEUMENTALITIES OF
THE UNITED STATES.—The ascunt received as iaterest upon

obligations of a corporation organized under Act of Congre

12 (A) such corporation 1s an instrumentality of the United
States (as defined in section 116(b)); and (B) such interest
15 included 1n gross incoms under section 22; and (0) under

the Act suthorising the lssue of such obligation, as amended
and supplensated (including the amendatory and supplementary
provisions of section 4 of the Public Debt Act of 1941), such

interest is exempt from normal tax.*

Sec. 4. Section 116 of the Internal Revemie Code is amended by

Snserting after subssction (s) & new subsection to read as follows:

#(b) TAX-TEEE INTEEES?.--Interest upon cbligations issed
(1) before July 1, 1941, by a State, Territory, or any political
subdivision thereof, or the District of Colusbla, or any agensy
or instrumentality of azy one or more of the forsgolng; or

(2) by @ corporation organized under Act of Congress, if such

=
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corporation 1s an instrumentality of the United States; or
sions. In the

(3) by the United States or any of its poss
case of obligations of the United States issued after
September 1, 1917 (other than postal savings certificater

of obligations of a corporation

of deposit), and in the cas
organized under Act of Congress the interest shall be exept
only 1 and to the extent provided in the respective Acts
amonded and supplemented

authorisiog the lesue thereof,
(including the amendatory and supplementary provisions of
section & of the Public Debt Act of 1941), and shall be ex-
cluded from gross income only if and to the extent it is
wholly exempt from the taxes izpased by this chapter. The
tern 'instrumentality of the United States' meaus instru-
or

ntality, corporation or agency of the United State

any other corporation or entity created by, organized under,
or established pursusnt to authority contained in, any Act
of Congress. Tor the purposes of this subsection:
"(1) In determining whether an obligation
18 fssued after June 30, 1941, and whether an obli-
gation in lesued after the date of emactment of the

Public Bond Tax Act of 1941 (hersizafter called
e con-

, 1t shall in either ca

Tensctaent dat
sidered to be issued after such date, 1f any part of
the payment therefor is received by the obligor after

such date, or delivery thereof is made by the obligor

after such dat
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*(2) Obligations which merely replace lost,
mitilated, defaced, or destroyed obligations, or ob-
1igations of larger or smaller denominations, and ob-
1igations in registered form or with coupons which
merely replace obligations with coupons or in regis:
tered form, shall bo treated as if they wers the ob-
igations replaced.

"(3) (A) If the terms of an obligation issued before
July 1, 1941, the maturity of which on enactment date is

later than June 30, 1941, a:

. after enactment date,
changed 60 as to increase the principal amount or interest
Tate or to extend the maturity, then such obligation shall
(as to interest accruing for any period after the date of
the change or June 30, 1941, whichever is later) be com-
sidered as issued after such later date.

"(8) In the case of an obligation issued after the
enactament date and before July 1, 1941, such obligation
shall (as to interest accruing for any period after June 30,
1941) be considered

1ssued after June 30, 1941, 1f any

part of the proce

s of the issue of which the obligation

1s & part, or if any obligation of the Lssus, is devoted

%o the retirement or refanding of an obligation the maturity
of which on enactment date was later than December 31, 1941.
Tor the purposes of this subparagraph, December 31, 1941,
shall be considered the maturity, on emactment date, of

an obligation the interest on which cea

%o run before
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Jamuary 1, 1942, by reason of such obligation being
called for redemption in accordance with the teras
thereof as they extsted on enactment date.

#(4) If an obligation is issusd after June 30,
1941 (hereimafter called 'refunding obligation'), and
frae

"(A) the issue of which it is a part

(nereinafter called 'new issue') is issued for

the purpose of refunding one or more obligations

(hereinafter called 'refunded obligations')

; and

"(B) all refunded obligations have the same
exemption expiration date, as defined in subpara-
graph (J); ‘and

"(C) no obligations, other than those of the
nw 1smue, have boen issued for the purposs of re-
funding any of the Tefunded cbligations; and

"(D) the ageregate principal amount of the

new 1ssue is not in exce

of the agaregate principal
amount of the refunded obligations; and

¥(8) interest on each of the refunded obliga-
t1ons ceases (by reason of such obligation, being
called for redemption, in accordance with the terns
thekeof as they existed on emactaent date, or the
date of issue, whichever is later) to run upon a

date not more than seven months after the date upon
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which interest on the refunding obligation begins
%o run; and

#(F) interest on each of the refunded obligs-
tlons, for the period at the end of which it ceases
%o run by Teason of such call for redemption, is
considered as interest on an obligation issued before
July 1, 1941; and i

#(G) the refunding obligation, in its terms,
states the exemption expiration date of, and identi-
fies, the Tefunded obligations; and

"(H) the interest rate on the refunding obliga-

. tlons for any period ending on or before the exemption
expiration date of the refunded obligations is mot
higher than the interest rate which any of the re-
funded obligations had, or would (if such obligation
had not been called for redemption) have had, for the
corresponding pertod;

then the refunding obligation shall be considered as issued

before July 1, 1941, as to so much of the interest as dccrues

for any period ending before or on the exemption expiration

date of the refunded obligations, and shall be considered

8 lsmed after June 20, 1941, as to the remainder of such

Laterest. Tor the purposes of this paragraph-
X0) soversl obligations shall be considered

as one issue, only if each is identical with all
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the others in maturity, interest rate, terms and
conditions, and recitals, but the fact that the

od.

denominations differ, or that some are regis

and some in coupon form shall be disregarded.
(7) 'Exemption expiration date! means—

"(1) with respect to a refunded obliga-
tion 1ssued before July 1, 1941, the date of
maturity which the obligation had on June 30,
1941;

#(11) with respect to a refunded obliga-
tlon issued after June 30, 1941, the date as
of which interest thereon would (if the obli-
gation had mot been called for redemption)
have ceased to be considered as interest on
an obligation lesued before July 1, 1941.%

Sec. 5. (a) The United States hereby consents to the tamtion,

under an income tax, of interest upon, and gain from the sale or
other disposition of, obligations issued after June 30, 1941, by
She United States, any Territory or possession or political sub-
aivision thereof, the District of Columbla, or any agency or in-
strumentality of any ome or more of the foregoing, by any duly
constituted taxing suthority having jurisdiction to tax such
interest and gain, if such tazation does not discrimizate against

such interest or gain because of its source. The consent given

in this section shall not affect those obligations issued after
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June 30, 1941 which the United Stat

or any agency or instru-

ntality thereof has prior to June 30, 1941 contracted to lssme
at a future date with such tax exemption privileges with respect

%o taxation by any State, county, mnteipality, or local taxing

suthority as are provided in the lav muthorising their lssuance,
a5 anended and supplemented. As used in this subsection, agency
or instrumentality of the Untted States includes any corporation
of the United States and any corporation or entity ereated by,

organized under, or established pursuant to authority contained

in, any Aet of Congr

(b) Tor the purposes of this section--

(1) In detornining whether an obligation is issued
after June 30, 1941, 1t shall be considered to be issued
after such date 1f any part of the payment therefor is re-
ceived by the obligor after such date, or delivery thereof
15 made by the obligor after such date.

(2) Obligations which merely replace lost, mtilated,
defaced, or destroyed obligations, or obligations of larger
or smaller denominations

and obligations in reglstered

form or with coupons which

oly replace obligations with
coupons or in registered form, shall be treated as if they
were the obligations replaced.
(¢) e provistons of thls section shall, with respect to
any obligation, be considered as amendatory of and supplementary
%o the respestive Acts or parts of Acts suthorizing the ivsus of

such obligation as amended and supplemented.
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Jenuery 22, 1941

I had a minute or two to tell the President,
when I sew him at 11:00 e.m., what we did this morning
for the English (See meeting held in ny office at
9:15 a.m. on 1/22/41).

The President glanced very hastily at the
sbtached memoranda and epproved then in principie.
Sulliven is writing up a memorandum on our meeting
with the President.
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THE SECRETARY OF THE TREASURY.
WASHINGTON

January 22, 1941

MEMORANDU_ FOR THE PRESIDENT:
In your Budget Message you made the following statement:

* %1 amassuning that the Congress will
accept the recommendation of the Secretary of
the Tressury that the earmarking of taxes for
retirenent of defense obligations be repealed; * *

The Budget document shows, based on the program set out

therein, that the gross public debt will be $49,157,000,000 on
June 30, 1941, and $58,367,000,000 on June 30, 1942, These two
figures do not take into consideration the future sccruals on
Savings Bonds nor any contemplated aid to Great Britain, Accord-

ing to Tre

ury estimates, the balance of the borrowing suthority

under the combined debt limitations of $49,000,000,000 will be
extausted in May of this year./ It will, therefore, be mecessary
for the Treasury to ask Congress for an imediate incresse in our
debt 1imitation, and we should like to ask at the same time the
elinination of the partition between the general limitation and
the National Defense limitation, and the repeal of the provisions

etting up the special fund into which earsarked taxes are to be

deposited for the purpose of retiring any outstanding National
Defense securities.
In view of the Budget progran and the additional financing

which may be expected of the Treasury under the Lend-Lease Bill for



# > 0798

Great Britain, I recommend that the public debt liritation be
f4zed at $60,000,000,000,

The folloving teble shows the Treamry's financing problen
for the next eighteen months (exclusive of Sevings Bonds, Treasury

Bills, and Trust funds):

Jomuary = July, 1941~
June, 19¥1  Jue, 142 Total
(In millions of dollars)
/ Treasury - N s6 s
New cash 3,500 750 10,250
RBefundinge 1,726 1,64 3,190
Goveranental Corporations:
Tew cash vo.v.nu. 560 1,000 1,560
[ ) Refundings - 1,678 1,678
5,766 410,892 $ 16,678

A
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THE SECRETARY OF THE TREASURY

Jamuary 22, 1941

20 THE PRESIDENT

The Treasury's working balance is, at the present time,
down to $742,000,000 and by the end of Jamuary it will be down to
approxizately $500,000,000, It is, therefors, mecessary for us
to raise an additional amount of mew cash at this time to meet heavy
expenditures for the next thirty days. I propose, therefore, offer-

ing on Thursday of this week $500,000,000 of National Defen

notes,
the income from which will be subject to all Federal tazes.
If our leglolation to rase the debt limit and to tax the

incone from all Federal securities 1o passed before the middle of

February, I contemplate an issue of Reconstruction Finsnce Corpora-
tion securities during that mofbh in the amount of about $500,000,000,
This will enable that Corporation to meet its commitments as well as

return to the Treasury some $350,000,000 of capital funds as recom-

mended in your 1941 Budget. If this legislation is mot onacted by
that time, I may have to offer another issue of Defense notes.

When thie legislation is pa:

4, T aleo contemplate ismuing
before March fifteenth around $1,000,000,000 of Treasury securities

for new cash and, in addition, refunding $1,222,000,000 of securities

maturing on March fifteenth. It ie hoped that the Treasury can at

this time issue & long-tern Treasury bond, the income from which will

iy

be subject to all Federal tax:







R
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January 25, 1941

M Jr spoke to the President todey at 1110, and
the following 1s the Seoretery's end of the comevsstions

"Good mmmg, sir,

1 right. T thought if you had a couple of minutes,
i think 1t u suff: eiently important to let me tell you of two
conversations that I have had With Gordell, both of Which he
initiated. He u tarrmy upset. It will teke me no more

an five minute;

worrying about the lend-lease bill, Rayburn is
trying to 365 va_ together tomerron mma Hall wiil ol om,
That's the only reason I am enxious to see you.

"Hull will not come to any meeting unless you request
hin to do so. I think you ought to have & 1ittle of the
baokground.

"Yu, T can come over at 12:15.

I understand that after you have heard my story
you it o Speaker?

"That's fine. I will be very brief. Thank you, sir."
en the Seer:tlx‘y told the President that Hull

(Wh
would not come to the meeting, the President said, "Well,
Then T will g9_to the meenng
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January 26, 1941

Sunday night before supper I gave the President o
draft of the four amendments on the 1776 BI1L. wmier ot
hed given me u 1ittle earlisr. He nsked me mhat mon Loy em,
end 1,%01d hin very briefly what they contained. mag they
seemed to be okay with him,

e thing that surprised me was that he seemed to

st Tho ‘axonimente; sons. Possibly Hull or San
Reyburn hed told him. I also gathered from his conarorion
fhat when he talked to Hull Sunday at 1:00, it wey tas oiich
time that he had talked with hin since I had cen hin:
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(c) Mo defense article shall be mamifactured, prooured,
tested, inspected, jroved, ropaired, cutfitted, reconditioned, or
oAherwise pub into good working condition pursuant to this section,
\umless sach action, in the opinion of the Secretary of War, the
Secrotary of the Navy, or the head of the department or ageney of
the Government conosrned, oan Teasonsbly be comploted befors
July 1, 19433 6o o defense article chell bo released for export,
nor shall £tle o possession thereto be transferred, pursuant to this
secplon after June 30, 1943.




Page 3, after line 18, insert the following:
(¢) Neither the Presidemt mor the head of sny

department or agensy shell, efter hms 30, 1043,

exarolse exy of the powers cenferved by or pumwnt

to subsection (a), exoept to oarry out & contrest

or agreement with such & governsent made defore

dJuly 1, 1943,



=
=
G

Page 3, after line 18, insert the following:

() Yothing in this Act shall be cemstrusd to
suthorise or to permit the suthorisation of convey-
ing vessels in oombat aress, as rrescribed under
the Newtrelity Act of 1030, by navel vessels of the
Tnitod states.



Page 4, u-l,)‘-.h"‘l-l'(l)'

npd.-n-u-n.n-mnm-n-x

(b)) The Presidemt from time to time, bub not
mmmummm,m
transmit to the Congress & repart of opevations
‘.“lht.'”l‘muhiﬁ-
s\mmmummuunw.
mmmwm.—mmu
muumchm-u
Glerk of the House of Reproseatatives, as the case
ﬂh,”&.m‘a&.”n‘m‘m.
as the case may be, is not in sessicn.
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THE SEGRETARY OF THE TREASURY
Waswihazon 0808

2ECRAIDUM

108 The Fresident
Seoretary “orgenthau

FRO
ction To De Taken Fendin: the Enactment of H.R. 1776.

UBJECT:

Consideration should probably be given, as soon as possible,

to the three follawin: problens, so that no delsy will result in
out the Lend-Lense Pill, if and as soon as it is passed:

corryi:
ins the repulntions ready for signature

)
the dey you sien ¥uv. 1776;

(2) aving tho requests for appropriations ready
/ to o to Congress the day the bill is signed; and

A (3) “aving ready for Uisposition the defense
articles which the Ammy and iavy have on hand, and
which they can rensonably spare to moet the urgent

needs of Dritain, China en: Greace.

@)
Repulations

(a) o you want tho repulations ready
for your signature the day you sign the bill?

(b) Should “ar, liavy and Treasury start

at once o prepare such rerulntions?
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(@
Appropriations

(s) Should the Secreteries of “ar, lavy
and Trossury got togathor iaformlly now to
frace the policy upon which the arpropristion
roquects erall bo zade!

(b) After such rolioy ic frarcd and sp-
proved by you, should the Seereterics of far,
Savy and Trensury conevls with the Sirector
of the Sudget and prosea to prepare the re=

auests 5o that they own be prsced up

oy tudret

ané sent ap to Conpress imedistely after Mi.

1776 15 sirn

by yout

®)

of iy and.
FIeTon End

(a) chould tro Secretard,

of “iar, vy and

.y ot togotier informlly, as soen 69

posedble, to determne: (1) is of today, or

in the noxt two months, what are britain's, Chima'c

i Girecce’s moct prescing noeds;

tionship to these reeds, wat defe:

e articles do

the Army and avy now fave on i

& they could

Jne

reaconntly transfert
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February 10, 1941

HML v T was at lunch with the President today.

it T asked hin if he had thourht about how
e ver > to handle the appropriation
Tor the Lond-Lease Bill, and he seid he
hadn't. T geve him this memorandum.

At first the President thought the State
Departmont ought to be in on all of {1
and on second thought he thought only as
regards o regulations, 1 asked hin 11
e hag thought about uld 20 up on
he HILL in conneot fon it the B111, and
» TR e roy and Navy and
O e O P strietly ailitary
matters. T agreed with him. T said that
T was verfectly willing to 7o up if he
thought T should, but I didn't see where
1t was necessry. Then 1 got ento the
handling of the negotiations after
VL pagacs, and Toseld T ALantt wart to
handle it myself. I also didn't think
that Jesse Jones should.

Vell, the President mentioned that Jones
had cleared five contracts with factories

fresent phase and that once the b:ll passed
that Jones wouldn't figure in on any more
of then. T said that [ was atraid he woald
try to nake too sharp a barzain, end he
agreed with me

He then told me about how he told Stimson
to go shead and make available 20 million
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rounds of emall arms emmunition, plus the
Enfield rifles, and that he told Stimson,
based on the recent Supreme Court T
thet he, the President, considered it to
be unneutral to inforn the Germans of this
transaction but that he, the President,
ter date, would inform Congress.

So I told the President that I also was
on the hot apot, because mhile I told Congress
that practically all English purchasi
had stooped as of the 18th of becember:
that as a matter of fact the first: of

ment with the British Purchasing ¥ission
and Sir Frederick Phillips when I left that they
could do between 80 and b million dollars

weel, T said that we had or were petting let-
ters both from the British Purchasing ! ")saf on
and Sir Frederick to cover all of b
I (O P AT b et
T thought was in the President's mind when

he told me that just as lons as the British
wanted to buy, 16t then continue to buy.
He said yes, that was righ

I then said that looking ahead once this
Eill passed, thet I would like to sort of
o

either ordered or requested me to continue.
Vell, the President said, "Why?" That seemed
" ok, So T said, "Well,

W
he felt absolutely sick
about my not having to continue.
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The Vresldent said, "Well, T have ot an
idea, ¥ n't you assion the Assistant
aecratax‘v of "the reasury to work with
Purvis, and that will keep you informed
and_you can continue to guide Purvis,"

So T'said I would pive ;t cons\éerlt\on
and talk it over with h

T was pleased that the President wanted
me to continue, and I think that gredually
me ought to_sort of drop out of the picture
provided, always, that Purvis could get the
kind of service that he is entitled

T then brousht up the question of the frozen
funds and told the President about my con-
versation with the State Department the day
T left, and he seemed to be very mucl
interested. "lhere does it stand
now>" T sai
Thereupon he took a pencil and paper and
wrote Hull a note which, to the bes my
hemory was addressed, '0.K.: Hency Vorgenthau
will return todey, and \hut can we tell him
as to frozen funds.” And he sent xt over
to Mull, ‘T told the F’rssxdvnt that
personally didn't care where i
T asked him whether he didn't want to et
together with bob Jackson, Leon Henderson,
and myself and ciscuss if

fs 1 said, T folt confident that while it
mould take us two years to ge

get an Army of a million 400, 000 men fally
equipped, that within two weeks we could
have en effective economic warfere starting.

(1 then_told nix sbout liughes, who was

\ | formerly Assistant Secrefary of the Treasury,
working. for Colonel Nanell and told him
thet T thought that Hughes was just a 5.0.B.,
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and that he, Hughes, was trying to build
up 2 big organization over there with
Maxwell. The President sun he didn't
even know he was back in tomn

1 then gave the President u memorandum
Hhet R ot B me as to
the resources of the Crown Princess of

orway. He was very mich interested in
it, and said he discussed with Cro
Prince Olaf what they were poing 1o
next summer. He seemed very much  surprised
that they were mndm $5,000 a month
and said he didn't see how’ they could
do that. He said including the four
children and five servants and the rest

of them, he figured they had a household
of 145 a 0 a month for their
rent, he d see how they could spend

norethan 81, 560’ month.

The President had a bad cold, and scened

o told me that he wis going to
e ay - he was going un ¥o Hyde bark
Over the zind, and that he hovod to set
arey on the first of larch on sone boat
somewhere off Florida

The President told me that he was very
much disapoointed that Mps. Franklin
Roosevelt was not going to South America.

t had offered
her every inducement, includine that she
take Elinor Morgenthau with her. T said,

said, "T don't think she does either,"
but it was between the State Uepartment
and the President, and that was the plan.



0814

T then told him that T thought Eleanor
Roosevelt really wanted to go to Enpland.
He said he was absolutely ooposed to the
two Eleanors going, that they would be
treated like royalty on the other side
and it yould be'a great source of worry
to the English.



Pebruary 10, 190

Piles

e, Goshran

Mr. Semidt telephoned me at 11155 this meraing in snswer %o my inquiry sede
on Saturday, ab the request of the Siate Depariment, on behalf of She Prestdest, ae
o the anssal inesns of Whe Orewa Princess of Nerwey.

Ny. Sehaldt stated that the Crova Princess spened on Sepbemder 5 an aSoewst
VASh the Rigge Bask vhieh ke jolatly eentrels vith the Court Chasberlata whe is
VAth Rev. This acesunt is fres Yotk for depesits and viibirawale ineefar as eur
aontrel o comesrasd. The original deposit was for $50,000. Sizes then thres
deposite totaling $28,800 have Deen made. One of Shess was for §17,000, he sesend
< for $6,000 and » Ahird for appresiastely $2,000. $21,000 have deen vithireva frem
" the asesunt 16 date, leaviag ot presest a Valease of $50,600. Sines ¥he asceuat bas
2ev been russing five noathe and 24,000 have been vithirava, the menthly rate of

witMravals 18 slightly under $5,000. The funds for \his aeovunt cous frem ibe
Tervegian offiotal sseount with the Yederal Reserve Jgak at Nev York.
7]
/ /

X1 1ap-2/10/41



Powrnary ¢, 19M1

M. Gochran

A% 11 o'elock this morning Kr. Livessy telephensd me frem the State Department
a5d asked me 4o epeak vith Nr, Stenley Needverd of the Fretoeel Divisien vhe was in
Ris office ab that time. Nr. Voodvard teld me that ihe State Departaent hed reseived

a roquest frem the Vhite Heuse to aseertain the annual inesme of the Crewa Primesss
of Nervay. The President ves endeaverisg %o adviss her in regard o a house, o
and vanted this fnfermation, Jr. Voodward Veld me Shat the stey of the Orewn Prisse

12 hie coustry 1s enly temporary, snd that he is expected to returs te Losden
shertly.
F' Upen receiving this eall, I telophoned ¥r. Sobaids in the Divisien of Forelgn
Fends Gontvel, vhe prewised 10 telephone me beck ss wuch informstion on $his subjest

a8 is available here.

HNC:ilap-2/10/41
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Februery 19, 1941

HM Jr called the President at 8:45 today and the
following is their conversation:

HY Jr: T just thought in view of the difficult
sityation that I wanted to tell you what I was doing to
naks sure that it is sgreesble to you. Instead of bo
rowing any money in the normal way, we thought we would
just do o pefun ing and then borrow money temporarily

ave always kept thet as an emergency.
This market night_ sottlo doum.  The ey do not expect it, -

T think it will fool them.

The Pres.

Yes, that's very smart at this time.

HM Jr: It's going to surprise everybody, and it
ney Put & underpinning under the whole market. I w

to prepere the market tomorrow, but I do not expect to
do the financing until Tuesday.

Purvis would like to show the whole chart that he
showed you to Stark end Marshell, but he is oin{
get Churchill's permission first., Is that all
with you? (Chart is titled "British War Reqnhemante for 1941-42!)

The Pros; Yes, but I would show then the original
but Would mot leave any copies with them.
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February 24, 1941

HM Jr called the President at 1:00 p.m., end the follow-
ing is HM Jr's pert of the conversation:

"Well, they have got to own some. This is a refunding.
Have they bought all the baby bonds they could use

" see. Well, there will be plenty of bonds for
everybody.

time, have to pay a 24% corporat
they’ receive. Some of them are looking shead, figuring that

they will have to pey up to 30%.

"In case something should happen Tuesday, Wednesday
of Thursday, we thought that we would offer a two-year note
with a 8/4% coupon. If nothing hnpgu\s, about three-quarters
of the conversion will go into the bond. If something should
Blow up, the note is there as an enchor to the windward.
That's'as near fool-proof as enybody could make it. It is
choap noney even at that, Tt is a little over one billion
two, and they would pay 2% imterest.

"Hoy_is the celery business? What is it going to
be H. end Re or R. end Be celery?

"W are going shead on that basis unless something
happens the rest of the day."

provesee

The President's answer was that he thought it was very

clever.



HM.Jr:
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February 27, 1941

I saw the President this morning, and T w
with him between half and three quarters of
an hour. e sounded very quiet. He was
not looking very well, and evidently not
feeling very well. I think his nose and
sinus are bothering him.

he has brought me messages from Clarence
Dillon in regard to assets of the English,
end T don't Ehink that he 15 meeh necr o’y

e is anything else. T don't
think he has too much intelligence."

I said, "Do you think my criticisms are unfair?"
And he said,” "No."

I then told the President - he asked me how
my bond issue went, and I said it went satis-
factorily. But I said, "Now that it is ov
I would like to say it certainly wasn't helpful
to'me to pick up the paper 1n the morning on
ny offering and read that you sent up a request
for three billion 700 million for
the Army." He said, "That is not my fault.
when T sent it° T signed it Friday

I talked to him yesterdey before talking to you,
I didn't want him to feel T was going over his
head. "
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I said, "It seems to me -" I said, "over a
period of months, we are just as completely

final decisions are made?" ind he
"Mbsolutely." He said, "I don't know why
you don't." He said, "You ought to have

what Knudsen calls a 'flow sheet' showing

the different appropristions. I take it you
don't want to sit in on the many details.

I get four or five requests a day.” I said,
"No, I don't, but," I said, "when the Director
of the Budget comes in on the important mt:ers,

and he couldn't have been
nicer. He said, "Absolutely, of course you
should sit in."

1 was amazed how he accepted 5y suggestion
and seemed to be surprised that T hadn't
been in on it and didn't seem to know that
T wasn't getting the stuff.

have been advocating and I am going t
continue to advocate that the taxing and spending
comnittecs of Congress should get ahead, and
L vent to,let you lmon that, is that ali righte"
He said, "Absolutely."

It was fortunate I told him this, because
Tooee by his sppointments that he is soeing
Doughton at twelve o'clock, so it always
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gays to tell hin in advanse what T e
o

I then got onto the English situation, and
T gave him just this one document to read.

(See attachment.) Yrev— ©

I made no comment, waiting for the President
to comment. He said, "Well, they are plecing
quite a 1ot of responsibility on me,
said, "ell, that was my thought, that T
a1l very nice for them to do this in this
menner, and I told them that my horseback
opinion was that T woulda't et you accept
is responsibility because if the Mglish
O o tazpeyers wero diseafistied,
Let then be with thelr om ropres
and not With you or ms,* and the President
absolutely agreed.

an me_that as o h

have 68 million dollars and that they had
450 million dollars expenditures between
nom end the first of July, and that early
in Mapoh they woula be ouf of money.

told the President that I told Phi Ups
that T certainly could not go on the Hill
before the bill passed to get any authority
0 be of any assistance to them, because
the first question Congress would ask me
ig, "Mell, why haven't they sold part

of their 900 million dollars wort

direct investments?" And I would ik i
say, 'T have got no answer.” I said, I begged

way to pay your bills until this legislation
passes,” and I said, "After that I will try
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to find some way to advance you some money -"
I didn't say that. "I will try to find out
some way of being of assistance to you."

T said, "Can't you take the Belgian gold?"

be didu't know, g0 tho President said,
“V-ell, u know Jesse Jones has a way. He
wante’th get legisletion.’

1 sald, 'T kaow, but we ought to keep it in
the Treasury, and the way to do i
Sivance. thew’ the money through the Sabaization
Fung and then let then do the selling, toke

full responsibility for the selling; en

they se1l, they can repay us the money sgeinet
what they have' borrowed.

1 said, "Dosg that sownd ell right?" And he
said, 'Yes, that sounds 0.K."

(But T will have to say something to Jesse
Jones 5o we don't get crossed up on this
thing.)

In all of my discussions with the President,

T have found him most considerate and entirely
in the frame of mind that he wanted to listen.
When I got through he said, "If you have &
little extra time, I would like you to take
somsthing end see whother you can work it out

So I said, "I have always got time."

He said, "Well, you know the 500-acre law
in Puerto Rico has been found constitutional."

I said, "Well, I didn't know that."
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He said, "well, T would like you to work out
a five-year plan whereby we buy the land. I
don't know how you would finance it. You
have got to figure that out."

He said, "We would say to a land owner who
owns 2000 acres, 'we will take two per cent
the first year, 40 acres.'" We won't take
it out of the heart of his farm. We would
take it where~ii-was convenient. Then we
could buy this land in small tracts of four
to_eight scres and spend about a thousand
dollars on each homestead, title to remain
with the government. E

He said, "We would put tenants on there,
‘tenants et will', which evidently is a
‘legal term. These tenants to be placed on
the land, and as lonz as he conformed with
certain conditions, he can stay on the land
and so can his children. VWe would insist
that a certein amount of the crops would be
for subsistence of the family and half of
the land possibly to be used for speculative
crops, the tenant to pay a small ground rent,
say one per cent of the totel value of the
property."

He said, "The first time Governor Swope
comes up here, I will talk to him about it."

I think he had forgotten that when I returned
from Puerto Rico I had discussed this whole
plan with him.

I said, "Well, the way to finance this thing
is to use the sugar bemefit money for this
urpose, because," I said, "it is the sugar
enefit money which keeps the land up to
$900 or $1000 an acre, and if you put the

sugar benefit money into a trust fund, the
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value of the land would come down consldernbly,
and you cen go shead with this p:

I want to discuss this with Foley, because
T have had him look into it. I think the
best man to talk with is Beany Baldwin, who
runs Resettlement over in Agriculture, and
who has made en outstending success over
there.

I told him I would be delighted to do it, and
it wald be fun to work on it.

It is interesting to me that he should put
thing like that up to me rather than up t

the Secretary of Agriculture or the Secretary
of Interior, because it is pretty far afield;
but he knows my real interest in land re-
settlement.

~
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