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P.A.Il.A.PBi.A.SJ 

.A. portion ot a telegram dat ecl Sept .. ber 7 fro& the 

.A.merlcan Embaaay at London r e&dt wbatantlall y ao tollowtl 

'!'he Embauy un4eratan4e th&t t he Brl thh J'orel,p 

Ottlce l o concerned oYer the &»parent lD&bility ot t he 

•road throU&b Ch1D&1 (preomably the l~U~J>U-lltlft& High_,) 

to cazry the traffic which 1o illC.re&oiog in Tolaae. In 

the op1Dion of the J'or eign Office thio unoatht e.ctor;r 

oituatiOD 1o due &a SUCh tO inef!lCiiDCy on the part of 

the Ohineae a a to Jape.neae boa bing at tack a. Therefore, 

the Bri t iGh would not only welcome but a~port a control 

oom=italon under the affective authority of an American 

or .A.&erioant. It lo dea1red that following t he abolition 

ot the Buraeae tranal t tax, len4-leaae t~liee be better 

1denUthd. Detalla in regard to t hh ""Her will be 

co.-.mlcated throDgh the Britt eh bb&tt7 t o the !>opartJoent • 

! t;; 
:-~ ~ 

Oopy&hbr &9-l}-41. 

• • 
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COlillimlllaL 

PJ.IlJ.PBilJ.SJI 

A ooDficiAnUal telet;raa 4ate4. 5eptea'ber 7 f ro. the 

.bericu i.llba .. 7 at London rea4.e w.betantial]¥ ae followll 

1'he loreign Office h&o illdioat ed confidentially the 

abolition of Burwa tranait dutiea on all len&-leaae goode 

landed ill llangoon for China after Sep tuber }, 19111, 'l'he 

GoTernor of Buna will 8b "" annoWICeMnt in the abon 

aeu• on 5ep t-ber 9, and until the!l the Depu.rt .. nt h 

roqueoted to ~b•rnc the confidential nature of thio 

iDfo...ation. 

In ordar to partl;y eollj)enaate the Gonrn~~ont of 

Bun. for tho loss of tranait dutiea, p&7'10nt will be 

ma4e b;y tho Britiah Go•ernaent to the Go•eraoent of 

Bun. in the &IDOunt of ten rupeea par each ton of len&­

laao• goode, which will eoapenaate for the vplterp of the 

road, pa)'Hnt of th& guarciA b170Dd the railh&ad, and 

a4a1n1atrat1n e :opeuea in connection with the ahipoenh, 

It 1a c1Aa1red that better ic!Antifieatlon be ad• of ahip­

menta of lend- leaa• goode arri'fiDI in B~ after the 

aboliti on of tranoit dutioa, Detaila will be sent 

through the Britioh Embaosy to the Department , 

The Foreign Office tcela that in Til w of all the 

facta, 3nd coneidering the internal and political 

pr oblema in BUl"lll& , the attitude of the Bur:oeoe Gonrnment 

towardo 

2 

• 
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, • .,... Wo quaUoa 11M 'Mea .. aoaalllo, Mol u.erotoro 

.U JonSCD Offioo ftCJ'O, .. , \o - a ~• 0111111111 

' 

P"•• u~~~&\Oil 'l110'Uc u~ rOMrko 'llblob Ill'. Ovno 

h alleco4 \o ban a4.e 1a recv4 h tho llv.I'IMOI Gonr.,.. 

·-·· U 1a Uo\'afti.Dc \0 tbl ••nSCD Oftioo \lla\ \lla 

roa4 \Ill'"""' cnw. 11 -lllo \0 ao-••• \lla iJioroaouc 
••~ of uatflo, u4 .U ••ftlp otfloo nolo \lla\ 

Ollla11o laotflol-J h •• ~ \llo -~~ of tbl -u.-

faotor7 •ol- of •rattle ao aro .Japaauo boa'bo. ror 

tlllo r•oo• tho Jr1Uoll would woloo .. aaol nppor\ a co,.. 

.,, Ill ~~ t s •• 

• 

.· 

-- 3 

-
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• t rA.aA.raaA.ta 

Ooalllll at ..,.,,.. rea4e .Ue\aa\l.allT •• tolloftl 

A. 4eollM b A.'IC08\ \Nltlo tlproo tor tile 'l''l"IU"_ .. 

Iva Ill~ b me-a\. l'lcve• all"" tba\ \raftlo ._ 

'fbo oaDo• of thio 4eollao lo bol1ooro4 to 'be, tor tho 801\ 

~. roa4 'blooko. !Nttlo alOMC tile lo..V roa4 .. 

pro'bUq oboor \o aoral. So far •• 11 poeel'blo Gaoral 

1\a hl~ will pro'bUq epoa4 .. et ot Ide tS... la lim-

G'IC• I\ ••• \bat ba le 01~ ooa\rol onr tile 

b.oro llbat OOIIPI'OboaelY• plaae n1 It tor futuro oporaUoao 

of tile Iva l!oa4. Db tint trip of ioopooUoa aloMC tb.o 

laUoaal traaeport O•trol JuHaa ot oonaia Gon,...o\ 

tNDepor\ orpolsaUoao 'UMr u ottloo wlllob 11 \o 'be 

tra\loo. 1\ 11 o\a\M., bo_.er, 'b7 oao oftloial \ba\ 

\Ide aow orpola\loa will ao\ tor til• l'l'••at iaol'lllle 

all Ooft.,._t orpolutloae. !l'blro are to 'be eea'bllab14 

elz lore• etaUoaoa two t o tbo ••' ot haatac. t110 to 

'Ill wet, ou at Jlaa&oon aliA ono at laehlo. .,.tiler tba• 

oaUou oro to 'be a.poh or traoll: 4hpotobl'IC tonoia&l• 

0oPTih'bra9-ll-41, 
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1 · 9/8/41 . 

I The changes indicated on these pages 
~~ ·e discussed by the Secretary and Kr. 

6 

KUhn on the phone today and were incor­
por• ted into the final reading copy which 
Kr. Kuhn took with him to give the Secretary 
when he met him in Boston 9/ 9/ 41. 

• 
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TREASURY DEPARTMENT 
lfuh1ngton 

7 

FOR RET E~E, MORNING NEWSPAPERS, 
Wednesday, September 10, 1941. 

Press Service 
llo, 27-37 

(The follow i ng address by IIEORETARY MORGEN'I'HAU 
before the Advertising Club of Boston is sched­
uled to be broadcast at g:oo ~. m, Eastern 
Standard Time, Tuesday, ~ember 1, ~. and .!.! tor rel8aiie upon delivery at that Tiiiie. )-

to thelz oounttt ,; ·a 

be here tonight to pay my tribute to 

the great work that New E:f16land is doing, like all other 

sections of the country, to arm America. 

I am glad also that my host tonight is the Advertising 

Club of Boston, tor the advertising profession is a mighty 

force in creating public understandi ng. We cannot cake our­

selves the arsenal of democracy and the defender of freedom 

unless our people understand the tremendous issues involved 

i n this Battle tor the World, I n the same way, we at the 

• 
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!reuUl')' ahal.l t1nd 1t •ore d11'tioult to aooo-pl1ah our talk 

ot tinanoing the detenae progra111 unleea the ~l1o eeea olearl)­

the need tor greater aaoritioe and tor greater effort. 

ln partioular, I th1Dit that olear Wlderatandi~ 1a needed 

if we are to avoid the econoaic ev1la that might othenriae 

spring from a defenee progra111 aa great ae our1, a progra~~ that 

is malting euch enormou1 demanda upon our productive reaouroee. 

The voret or thoee economic avila hu. been oonatantl7 upper.oet 

in m7 mind aa 8eor1tar:r of the !reaeur:r. !hat 1a the nil of 

inflation and that il the subJect vhioh I ahould like to dia­

cuu with you tonight. 

We have bean talking about inflation tor a lo~ time ae 

it 1t "" a threat remote fl'Om our da1l:r l1vee. It 18 a dia­

tant threat no longer. We are facing it nov and ve must deal 

with it at once. 

It we are eelt1eh or eborta1ghted in taoing thia iaeue, 
f • ,. 

the oonaequenoee may haunt ue and our ob1ldren for yeare. "But 

if we look at the problem with olear vieion and firm reaolve, 

we oan beat th1e thing. It ve keep alva:re in mind the 1ntereete 

ot our oountr:r ae a whole, it we provide promptl:r the appro­

priate meana and uae tbem vigorously whenever neoeseary, we 

oan prevent inflation fl'Om faetening ita grip upon ua. 

!hat taak oalla tor alertneu and IIMintal tougbneaa on 

the part of everyone in the executive department• of the Gov­

emmen11, ever:rone in the balle of Oongreu, everyone ot ua here 

1n thie rooa and evel')'one who U7 be lietening to me ton1Cbt. 

-
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The word "intlation• is cold and lifeless, so cold that 

even you advertising men here tonight might have difficulty 

in making it real, but the thing it describes is treacherous 

and cruel . Memories are so short that I euppoee many ot us 

have forgotten what happened the last time a price inflation 

struck us 25 years ago . The effects of that inflation, how­

ever, lasted for many years and brought untold heartbreak 

and misery 1n their train. 

9 

Let us look at the record to see what happened a generation 

ago . In 1916 the cost of living began to rise sharply but 

there were few who saw its significance. It was only when 

prices had risen by 70 per cent that President Wilson recom­

mended any steps to prevent inflation. In tact, the country 

was eo blind to its dangers that as late ae June, 1917, Congress 

actually hastened the rise in prices by reducing the reserve 

requirements tor member banks ot the Federal Reserve System. 

The consequences were eo serious tor every American that 

there must be many housewives even today who can remember them. 

By 1920, a ten-pound bag or sugar cost $2. 67, a dozen eggs 

cost 92 cents, a ten-pound bag or flour cost 88 cente, a pound 

ot butter cost 76 cents and a pound ot pork chops cost 50 cents, 

By that year prices had sk.yrocketed to twice the level ot tive 

years earlier. The money the housewife paid tor one loaf ot 

bread in 191~ bought only half a loaf in 1920 . The money she 

paid tor a pound ot bacon in 191~ bought only half a pound in 

1920 . The money she paid t or a yard of cotton cloth was only 

• Regraded Unclassified
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enough to buy ~l/3 ot a yard in 1920. I~ uousam&P iodrid 

•b·• fttl; ,.s•; ahaltcz •• elotbts:e xk•lk seat a lelta: ln 

:ap 'ls 1316, tau Ii&en ue at:ause .ace Jlellazs t:s 1900 The 

ta=ily with no increase in income found ita purchasing power 

out in half. 

We have now, as we had then in 1916, a moderate rise in 

the cost of l i ving, a great rise in wholesale prices, and a 

still greater rise in the prices ot baeic commodities like 

wheat , hogs, cotton and lumber. It is the rise 1n the prioea 

ot basic commodities that constitutes our red light, our 

warning slgnal, today, tor such a rise ia always the advance 

guard of an increase in the cost of living. 

It we tail to use the controls at our disposal now, it 

we tail to do the specific tllings which are in our power to 

check inflati on now, if we allow pricee to go on rising aa 

they did from 1916 to 1920 , we may find that food, tuel, 

ehelter and clothing which now cost a dollar will once more 

cost almost twice as much before the proceea has ended. 

The rise in prices ia by no means confined to fcodetutfa . 
and clothing. I have before me, for instance, the actual 

figures on the coat of constructi ng a standard six-room 

frame house 1n one ot our typical cities . Th1a home that 

could have been built a year ago tor 86, 000 now coste $7,14o 

to build. Here we have an increase in prices of nearly 

20 per cent, and if it goes along the 1916 pattern, we are 

only at the beginning of the story. 
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Not only ia the oost ot building homes rising, but 

higher rentals are aleo on the way tor the millions who do 

not own their homee. In eoores ot areas where industrial 

elq)anaion baa tirat taken hold, rente have already r1een 

10, 20, JO per oent, and even higher. 

1 Moe btoaglit WI& we tonight a plotoz:a chat t wuxen 

:cad wlrtoh we 

C w(..l 
~uat not trav , ... baying Pble·t 

penh a &I • We muat deo1de nov, thie year, we in Washington 

and you i n the oountl'7 a t large, whe ther we aball b&ve the 

common sense and determination to avoid what we vent through 

tventy-tiva years ago. 

Let it not be aaid ot ua, aa David Lloyd George eaid ot 

hie people in 1915, that we were •too late 1n moving here, too 

late in arriving there, too late 1n oomi ng to this deo1aion, 

too l ate i n etarting with enterprises, too late 1n preparlng • 

11. 

• 
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There ie no excuse t or us to be too late 1n meeting 

this threat of infl ation that faces us. We now know, or 

ought to know, what is goi ng on; that 1e perhaps the greatest 

difference between conditions today and 1n 1916. This ~1me 

our eyes are open to the dangers that lie ahead or ua. Ve 

now know that the tlme to do something about 1ntlat1on 1s 

bef ore it occurs, not after 1t has gathered momentum. Ve 

should profit by our greater knowledge and t ake prompt and 

effective action now. 

Ths•e ~· so poad for · e t o 1 em Ltd this aadlihoa :tu aa tall 

a.t tM ••aaaRe :tit¥ pr'o• e Pa:e td:xG"Id:) l'li&h . ili8 Piiibh& r· 

... P'•' n t•• s :et ;osa to &&c. Our economy today resemble a an 

overloaded steam boiler. The fire under the boiler 1s being 

fed by billions of additional purchasing power in the hands 

of the publi c. The fire is grcwlng hotter and is generating 

more steam t han the boiler oan safely hold. If we are to 

prevent the boiler from bursting, we must damp down the flree 

by divsrting spending away from t hose articles or oommod1tiee 

in which there is a shortage, actual or potenti al. Ve must 

damp down t he tires also by increasi ng the tlow of supplies 

of goods avail able to the consumer. 

We oan, as I have sai d before, defeat this threat of 

inflation, Just as we oan defeat and destroy the forces of 

evi l that have been let loose upon this earth. But we need 

to understand the issues and we need to see clearly the con­

oequences of inaction or delay . I should like, therefore, 
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to point out, tiret, what we have done, and then, what we 

need to do, in order to stop pricee from rieing further. 

In the first place, Oongrese ie on the point ot passing 

a huge tax bill dee1gned to raise almost tour b1ll1on dollare 

in additional revenue, thus withdrawing a great amount ot 

purchasing power that competes w1 th the de tense ettort, 

Secondly, the Treaeury in its borrowing program 1e tcy-

1ng to obt&1n aa large a portion ot ita tunde aa poeeible 

trom current consumers' income. 

Through a new form ot note - the tax anticlPation note -

it ia seeking to increase the stfectiveness ot the income tax 

ae a cheok on current purchasing power, and I am happy to 

report to you that more than a bi llion dollars' worth of 

these notes were eold in the month ot August. 

13 

The Treasury haa also begun a program ot selling Detenee 

Savings Bonds and Stamps to people ot moderate and low incomes, 

The people have reepondsd to a tune ot a billion and a quarter 

dollars in tour months, without coercion ot any kind; and in 

making that responee possible the advertising profession has 

been ot truly invaluable help , 

The President has recently iaeued an order authoriz ing 

the Board ot Governors ot the Federal Reserve System to control 

coniUmere inetallment credit. 

The Oongreu 1e considering, and I hope will pau without 

undue dell.)', a blll to lilllit price rieea and to suppl111ent the 

efforts ot the Office ot Prioe Administration to limit thoae 

rieea by TOluntary cooperation. 

• 
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All theee are ueetul stepe to a neoeesary end, but they 

are not enough. 

We shall have to tax oureelves muoh more heavily next 

year than tbie year, great and tar-reaching a1 the preeent 

tax bill will be. 

We shall have to invest muoh more widely and sye temati­

oally 1n De tense Savings Benda and Stamp•. I n particular, 

the rising PaYrolls ot the paat year have been a cl ear call 

to the wage earners ot America to set aside a portion ot 

1.4 

their earni ngs each week tor their own good a.nd their oountry ' e 

good. 

We may have to extend general controls over bank credit 

and create controls over selected capital expenditures. 

I hope that we may extend the social eeourity prosram so 

as to increase the tlow ot tunde to the Treasury trom current 

i ncome during the emergency and increase the outtlow ot tunde 

when needed i n the poet defense period. ' In addition, I have 

already suggested the oreation of what I have called a •separa­

tion wage• -- that i e, an entirely new torm of contribution 

out of wbloh a worker may draw a regular wage t or a stated 

peri od in case he loses hie Job. Theee measures l/Ould be 

good a.nd desirable i n themselves, but they are especially 

neceeeary at this time, for they should help ue to decrease 

certain forms of purchasing now and i ncrease t hem in the 

tuture when they maY be needed. 
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We must, as I have said many ti~ee , reduce nonessent ial 

Federal expenditures. We must also ~peal tor economy in 

state and local l!!overnment e:r:penditure and a curtailment of 

1.5 

their borrowing tor nondefense purposes. The President pointe~ 

the way a month ago when he vetoed a b i ll calling tor 320 million 

dollars worth ot hightray construction . By tllie action he dem­

onstrated that there is a clear distinction nowadays between 

the spendi ng that is necessary tor defense and the spendi ng 

that oan be postponed until a later day. 

The country should congratulate itself on the President's 

veto ot this measure, and also upon the Senate 1 a action only 

last week i n approvi ng the creati on of a Joint commi ttee ot 

the taXing and the appropriat i ng agenoiee of Congress t o study 

tile possi b ilities ot economy all along the line in nondefense 

activities. I have several t1mee suggested the creation of 

such a oomm1ttes, and I am very haPPY t hat my suggestion hae 

been adopted by the Senate at last. I hope now that the House 

lrill also approve the idea, because it seems to me that euoh 

Joi nt action is the only sensible way to proceed it we are 

to out the costa ot government and clear the decks t or detenee 

spending. 

All of the measures I have eo tar suggested tor combatting 

inflation would attack the problem ot reducing the demand tor 

goode now and by helping to build up a backlog ot purchasing 

power tor the poe-t war ttor~d. 
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But we should also at t ack t he problem trom t he oppoe1t e 

d1reotion. We must make every ettort to increase t he supply 

ot goode available to the consumer wherever tllie oan be done 

wi thout encroachi ng upon the detenae program. Above all, we 

must make tull use ot those supplies that are avai lable, not 

only i n detense producti on, but in the provi s i on ot civili an 

goods whi ch do not compete wi th detenee out put. 

1.6 

This i s a t ime when we must tlat ten the peaks and till 

up the valleys in our eoonomio picture. It we reduce unde­

sirable purchasing now and keep prices down now, we shall be 

helping to provide tor the day when these vast detenss expend­

itures will end and when our detense workers will take up the 

work or peace again. 

The most etteotive way to prevent a damagi ng r i se i n 

pri ces 1s , qui te simply, to release surpluses from stor age. 

I wonder it the housewite kno..-s, when she pays t1tteen 

per cent more than she did a year ago tor a bag ot nour, 

that our supply ot wheat i s the largest on record, and that 

49S million bushels of several years' crops are avai lable in 

our neighbor demooraoy ot Canada. It is true that onl y three 

mont hs ago a rigid quota was applied to the importati on ot 

wheat trom Canada with the 4ltimate obJective ot keeping up 

the price ot wheat 1n this oountcy . But 1t is also true that 

only the other day the quota on sugar trom Ouba was enlarged 

eo substantially as to absorb most of the reserve stocks in 

tl~t count ry. I t seems to me des irable and necessary that we 
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now tollow the example set ln the oase or Cuban sugar and 

permit the entry or Canadian wheat ln larger volume. 

Here l n this country we have large reserve stoeke o t 

tarm products of many kinds whloh should be released t or con­

sumption as tast as necessary t o preve.nt unreasonable prioe 

rises. 

The Government now holds or controls seven million bales 

of ootton in reserve , and cotton prioes have risen rrom 

9i oente a pound on August 1, 1939 t o over seventeen oenta 

a pound at the present t lme. In spite of this rise or not 

tar trom 100 per cent In two years, Congress recently sent to 

the President a bill to freeze government stooks or cotton and 

wheat tor the duration or the war, and thus to prevent the 

government from disposing of any of the surplus wheat and 

cotton 1t had aoquired. The President promptly vetoed the 

bill because t his measure would have aggravated the danger 

17 

of inflation and mi ght have frustrated our efforts to tlght 1t. 

We ought not to wi thhold cotton surpluses, or any sur­

pluses , from the market 1n t1mes like these . The housewife 

ought not to be made to pay a tribute to profiteers and speou­

latora when she buys a cot ton eheet t or her home or a shirt 

for her husband or a suit fc.r her child . 

lUllions of people st1ll go >tithout the milk, butter and 

eggs which, acoor~ltlr., to tt-.e test l~ony of rood experts and 

the dictates Clf p.taln COI'OJton ae••se are necessary to good 

health end boc·d mot·c.lc ):'o, '1e \'Peerve etocY.o of butter, 
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chee ae, beef and pork now held 1n thla country are far higher 

than they were a year ago and far h i gher than the average o f 

the past five years. 

This hae been historically a land of milk and honey. 

There ie s till ple nty of milk and honey but too much of 1t 

is in the warehouses. Let's make 1t flow . If we were to let 

it flow to the publlo we would not only help 1n ke eping prloea 

s table but ~<e would b e d olng somethi ng even more important ; 

we would be helping to make our ~eople healthier and happier. 

1.8 

It i s sheer f olly f rom the f armer's poi nt of view to 

push pr i oee up by c~eatlng scarcities in times like these. 

The farmers suffered cruelly for twelve long years after the 

oollo.pee of t he inflation of 1920 and 1921; they should not 

be made to surfer asain . 

It le slleer fo l ly 1n tl·.e 88JIIII -,; ay f or lnbor leaders to 

s eek new i ncreases ln wages every few months - - ne>~ increases 

whi ch i n turn produce higher manufActuring costs, higher 

pri ces, and a hl~~er cost of living 

It is short-s~ghted for a lar.cnord to oherge all that 

t he t rafflo will b ear i n defens e centreo \there housing space 

1e at a premium 

, I t is poor business, 1.n t ho 1.ons run , for any bus1neeeman 

to seek exorbitant profit s in t h1e period or de.fense spending. 

It is bad bank-ing, in the lo"B run, for any banker t o 

olC])loit the present demand for funds by seek i ng to charge 

unreasonable interest ratea 

-

• 
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There are always selfish &roups in any count ry whi ch 

think ttey can profi t f rom i nflat i on. They are wrong. 

I nfla t ion does more t han merely to rob t he wage earner 

of a portion of hie earnings. It doe s mor e than saddle t he 

farmer wi t h a load of debt whioh he oannot r epay. It 1e more 

destructive of morale than any ot her si ngle foroe. Inflation 

di vides the country. It seta up producers against consumers , 

workers against employers, the people w~o owe money against 

the people t o tthom t he money is o\led. 

No group 1n a community profits from i nflation 1n t he 

long run except the Three Horsemen - the Speculator, the 

Profiteer and the Hoarder. 

Theca *P Lptl t ' s1 aaeli ~. aell a 'te t lturz 

•'-lattla oe dBpecilUIY ::iii" 00
" '• 'A v•au ~eor~'•'"i 

priUOs U:Qil only aaa tO ine Ubic _ul Otlt d:ei&iiBB ptogzwa an& -mak: ':cg cite aiiri tng ot qat atsunex•y Ot eadily maze 1 1 't1e¥1* ---

:19 

Tht& elts>b< pp1 f ezc1§·gt now 'D •bs llg!!\ o' +h• •qpor' tnae, 

t Uit ue eulfe retl )t~"itf' S'Efti s 116 

behtud as . VIe are Jl gaturs w.tioJ:l, ad: we ul 3 

·~ abl e to 

faoe ltl' 15o oull- J•espon.sibllic~s ae matur e men a;W. wo!llen, 

l~y plea to you tonight 1 e t ha t we should learn from bitter 

exper1onoe. Hy hope and my belief io that no group among uo -

>r hetl:er f t•rmere, word.1ng men or business men - shell be t empted 

':)y the 1lluslon of eelt'ish r;aln into tlllowl llb pr1oes to rise 

unchecked 

• 
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The ooet ot inflation ie too ruinous to producer and 

ooneumer alike tor anyone in authority to tolerate it now. 

I onn give you only this pledge - that t hie Administration 

will do everything humanly possible to prevent inflation. 

But in this tight the Admin1atrat1on muat have the firm 

support and the olear understanding ot 1}0 m1llion Amerioane 

'behind· it . If we have that support and that understanding, 

I know that we shall not faU. 

20 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNIC4 TION CONFIDENTIAL 

D"Til September g , 1941 

TO 

Subject : The • ess Situation 
vlee' ending September t, 1941 

SUllllllnrz 

(1) Advancing comQodity prices continue t o feature the 
busines~ news . Led by f a rm and food oroducts , the BLS all­
commodity index in the last week of August rose 0 . 6 point t o 
90. 6 , which com:;>ares Iii t h 77.7 a year earlier. T"ne index 
has risen 21 percent s i nce t he pre-war level of August 1939, 
1\nd 12 . 5 percent in the past 6 months. 

( 2) ' .. 'heat futures prices have risen above l oan levels 
to reach t he highest levels in 4 years, despite the largest 
wheat supplies on record and t he prospect of a new record 
carryover next year. The Government loan program has been 
chiefly responsible . Cotton prices last week gained more 
than half a cent, May futur es r eaching the US-cent level, t he 
highest for any del ivery since December 1929 . 

()) Under a program t o expand pr oduction or various food 
or oduots throueJl 1942, the Secretary of Agriculture has an­
nounced t hnt pri ces of hogs, chickens, eggs , and certain 
da1ry ,roducts ¥ill be supported at not less than o5 percent 
of pari t y until December 31, 1942 . 

( 4) The combination of increased consume~ purchasing and 
hiJher r etai l prices has brouGht o. marlted gain in deyart ment 
s t ore sales f o r the second successive mont h . The FRB ad­
Justed index of department store sales for August (in dollar 
value) I'OSs t o 135 from 115 in July nnd 104 in June . The 
index for Aucust l ast year was 9S. 

( 5) Ueekly business indexes declined slightly in the 
last week of August. The New York Times index was down 0. 3 
point t o 130.5, while Barron's i ndex declined 0 . 5 point t o 
137.1 . 

Regraded Unclassified



- 2- .! 

Continued price advance features business news 

The continued rise in commodity prioea, With no evidence 
ot hesitation despite t he price-control ettorte ot OPACS, is 
an out standi ng feature ot the current busine ss news. The 
broad BLS all-commodity index advanced more than halt a 
point in the laet week ot August , rising to 90. 6 trom 90.0 
in the previous week. (See Chart 1.) This comparee with 
77 .7 i n the aBJIIe week last year. The all-oommod1 ty index 
has r i sen 21 percent since the pre-war level ot August 1939, 
and 12. 5 percent in the past 6 months. For comparison With 
the present index ot 90. 6 , the highest monthly BLS index in 
1929 was 96. 5· 

Indicative ot the strong torose underlying the present 
price rise , which may not yet be tully reflected in the all-

28 

commodity index, the BLS price index ot 2g baaio commodities • 
has risen 5~ percent einoe August 1939, and nearly 30 percent 
in the last six months , despite ceiling prices on a number ot 
these commodities. (Refer to Chart 1.) 

Prices ot tarm products make further gains 

During t he week ended August 30 (the latest week avail­
able) the rise i n the all-commodity index was led by marked 
upturns in prices ot vro•ious tarm and food products , notably 
cattle teed, fruits and vegetabl es, and livestock and poultry. 
The advance in t arm pri ces continued in t he first week ot 
September, reflecting i n part a proposed step- up i n the lend­
loase rood purchase program ot t he Department ot Agriculture 
to about $1 ,000,000,000 a year, as compared With the present 
rate ot about $700 ,000 ,000, under the enlarged lend-lease ap­
pr onriation to be requested by the President this week . 

Although domest ic commodities last week showed the moat 
noticeable gains in the basic commodity group (see Chart 2), 
prices ot a t ew imported commodities (notably shellac) were 
also somewhat higher. Domestic sugar prices declined some­
what, reflecting the recent increase in the import quota. 
The prospective reduction in s to cks outside the United States , 
on the other hand, had a bull iab etteot on world sugar prices . 
Cuba la.at week sold to American refiners 276,000 tone ot it a 
aurplue ot r aw sugar financed by the Export-Import Bank, at 
the duty-paid cei l ing price or 3.50 oente. Any increase in 
ceili ng price , reduction i n import dut y, or reduction i n 
freight rates arteoting this sugar is to aoorue to t he Cuban 
sell ers r ather than t o domestic buyera. 
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Ootton prioee continued to riee etead117 during the week, 

oarr,1ng Jla;y tutur .. to l S oente, the h1gbeet tor any del1nr, 
sinoe Deoeaber 1929. Spot ootton prioee i n the 10 epot ..rkete 
rose to an an rap ot 17.27 oente on 1Saturda7, representing a 
gain ot .ore than bal.r a oent cnoer the prertoue week. !he 
GovernMnt orop report, ieeued th1e .orn1ng, placed the orop 
prospect at 10,710,000 bal .. , a reduction trom last 110nth'• 
estimate ot 10,817,000 balee. 

Wheat tuturee at ll-7ear h1Sb• 

Wheat prioee in the tuturee •rkete laet week reaohed the 
highest level• in 4 7eare, largely beoauee ot the growing 
realization that a ' large proportion ot the 1941 wheat orop 
will be plaoed in the Govern-ent loan. An inoreue in the 
de.and tor tlour, with flour prioee advanoed 10 oente a barrel 
in the lew York area, waa alao a bullieh taotor. 

The Bureau ot Agricultural Economics mentions in ite 
recent wheat market review that the quantity ot 1941 wheat to 
be placed under loan III&Y be euttioient to oauae wheat prioee 
to advance above loan valuu. ('the Septellber tuture at 0111oago 
has einoe adva.noed about 2 oents above the loan level, and the 
J1a1 tuture about 10 oente above.) .About 43 percent (278 1111-
lion buehels) ot the marketings trom the 1~ orop wae placed 
under loan • .A eimilar percentage ot the current year'• orop 
would amount to about 350 111ll1on buahals. 

An eX&IIination ot the wheat-eupply outlook tor next 
summer, ae projected by the Department ot Agr1oul ture, indi­
cates thAt one need not go outside the United States to find 
euttioient wheat stocks to provide atrong control over prices 
ot wheat and wheat producte, it reatriotive legialation were 
removed. (See Ohart 3. ) Wheat etoclte in the United Stat .. 
on Jul;y 1, 1942, (ihown in the laet bar on the chart) are 
expected to total about 640 million buehele, muoh larger even 
than the stocks ot 391 million buehele at the botto11 ot the 
depre81ion in 1932. The huge euppl1 .. in other exporting 
countries are also indicated on the chart. 

In view ot the huge aoouiiiU.l.ation ot wheat euppliee in 
exporting oountries, wh1oh are estimated aa euttioient to 
meet the normal requirements ot importing countries tor 
2 yeare, the problems before the recent meeting ot the 
International Wheat Oontarenoa in Waehington inoluded the 
naoeeeit7 tor eoma fora ot world wheat production control, 
as well ae the problema ot sharing world markets on an 
equitable basie, and ot meeting the poet-war f ood requirements 
ot Europe . 
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Food production to be expanded 

'i'he Secretary of Agriculture has announced an expansion 
program through 1942 tor the production ot hogs, eggs, 
evaporated milk, dry skim milk, cheese, and chickens. Ac­
cordingly, under legislation which became effective July 1 , 
he has announced that the Department ot Agriculture will sup­
oort prices ot these commodities until December 31, 1942 at 
not less than g5 percent ot parity. 

Production goals have been set up tor all major tarm 
products t or 1942, which would raise total production 2 per­
cent above the record 1941 total. The greatest emphasis 
will be on increased production ot milk. British needs are 
expected to account tor about 6 to g percent ot the total 
United States production ot f arm products. 

Retail sales sharply higher 

An expansion ot consumer purchases due to rising in­
comes and to •scare• buying ot various products, together 
with higher prices ot many goode, are having a decided influ­
ence on the dollar volume ot retail sales. 

The FRB adjusted index ot department store sales (1923-
1925 = 100) soared to 135 in August, as compared with 115 in 
July and 104 in June. The index in August last year stood 

30 

at 9g. The unadjusted weekly index of department store sales 
(eee Chart 4) in the last week of August rose to a new high 
tor the year, 29 percent above the corresponding week ot 194o. 

Mall order houses have shared in t he increased volume ot 
buying. Sears Roebuck sales in August, tor example, ware 49.1 
percent higher than in August 1940, the largest year-to-year 
gain since March 1934 . 

. steel industry adjusts to tull priorities 

Steel mille last week were reolaeeit ying their ordere 
under the full defense priorities ruling which went into ef­
fect at the beginning ot the week. l•/h1le considerable con­
tusion exists regarding t he ultimate etteot ot the order, 
trade observers believe that it may severely restrict civil­
ian supplies tor perhaps two months, after which the more 
equitable rationing ot these supplies may put civilian con­
sumers genera lly in a better position than during recent 
months . The orecedent-breaklng action ot the steel industry 
i n continuln& operation ot moat steelmaking plants over the 
traditional Labor Day holiday indicates 11n appr eciation ot 
t he nece~ eity t or maintainin~ full production. 
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The steel operating rate this week ie scheduled at 96.9 
percent of capacity, as compared with 96.3 percent in the pre­
vious week. New orders reported by the u . s. Steel Corporation 
tor the last week of August rose to 132 percent of capaci ty 
trom the previous week's figure of 105 percent. 

New orders index slightly higher 

Higher steel orders i n the last week of August brought a 
very slight increase in our weekly new orders index after sever­
al weeks of decline, despite fUrther reductions in o.l'ders tor 
textilee and tor products other than steel and textiles. (See 
Chart fi) The recent downturn in the index is partly of a 
season nature. 

Weekly businese indexes lower 

Weekly business indexes declined slightly in the last week 
ot August, giving fUrther indication ot a flattening-out tendency 
in the adjusted indexes of business activity. 

The New York Times index was 0 .3 point lower at 130.5. 
Declines in t he adjusted indexes of automobile, paperboard, and 
lumber production, and 1 all other • oarloadinge were partially 
otfast by increases tor steel and eleotric power production and 
miscellaneous carload1nge. Barron's index tor the last week of 
August was 0.5 point lower at 137 .1 • 

• 
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E S T I MATED WHEAT STOCKS IN FOUR MAJOR EXPORTING COUNTRIES 
AS OF JULY 1, 1922· 41. AND INDICATION FOR 1942 
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Treasury Department 
Division of Wonetary Reaear~~ 

Da te .. ~!f.~: ... ~~---··---19 41 

To: Secretary Uorgonthau 

I thi~ JOU will be interes ted 

i n reading the appended '""""''Y of Dean 

l.cheoon ' s rer.on or. preclusive buying of 

strate~ic and criticcl mnteriolt . 

WR. 'IIHITE 
Branch 20~8 - Room 214) 

• 
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Subject• 

38 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATIO N 

DAU September 81 194J. 

lir. \'lb1 te 

Jo:r. Kamarck 

Swaary of "Interim Report on the ProgrCII for the Acquisition of 
Strategic and Criticall.!aterialn" (l!emorandum presented by Aaaia­
tant Secretary of State Acheson, to the Economic Defense Boarcl, 
August 20, 194l.} 

1 . Of the three major objectives of the buying progr=, little progress 
hu been made in aehievina the first one, the creation of stock pUea. There 
are no stock piles aa yet of a Dl.llllber of cOIL oditiea, and of the others the 
actual stock pile acquired averages around lD per cent of the progr&l:l, 

The other two objectives, purchase of materials to be made imcd­
iatllly available to coNUIIMirs and preclusive buying, are meetins with reason­
able success. Instances of pure preclwtive buying are !e-K; nuorspar from 
l!exico anc:1 beryl oro .from ~tina are in this category. However, since 
moat or the materials o.r use to the Ald.s are needed in the defense program, 
t here is i ncidental preclusive effect in a large part of the purchasing. 

2, After maldng a number of agreements covering the purchase of only 
one eo=odity, the present policy is to make •over-all agreements• with 
foreign countries. The first of these agreODenta was made with Bra:il in 
~.of, 194l.. In thia agreecent the United State a ggaranteed the purchue o! 
tho entire Brazilian export su.-plus of twelve coCIIlodi ties , including industrial 
diamonds, aanganese, cd.ca, quartz crystals . J. sicd.lar agreement waa reached 
with l!exico in Jul¥ covorina more than 20 cOIIIIlodities • 

.3 . Agreements for the purchase of specific oomt~odities have also been 
concluded. The Rubber Reserve Company has boen made sol e purchasing agent 
for all rubber iJDported into the 11n1 ted State a, By contract with .rwr large 
companies, substantiall,y the entire copper production of Chile, llexico and 
Peru baa been acquired, The entire Bolivian tungsten output and substantially 
the entire tin output (laaa the British share} baa been secured. 

Negotiations are under way for the acquisition of the entire Colom­

bia pl&tinum ;>reduction, the 1942 Turld.ah output of cbrome, scce rubber f rom 
Indo China, rubber and tin !rom Thailand, zinc from Spain, the entire tung­
sten output of Portueal, and cork from llorth Africa, 

• 
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Se ptember 8, 1941 

Dear !ir. 9ewlay : 

Thank you for your letter of September 6 

wi th r egard to Trusts hel d in t h1s count ry on behalf 

of U. K. beneficiari es . 

Sincerel,y lfOura, 

/s/ H. D. Wbi t e 

11 . o. !lhl.te, 
Director of Monetary P.eeearch . 

l.!r. T. K. Bewley , 
The British Sup:>l,y Council 

i .n 1\ortb Aoerica, 
Box 680, 3enjaain Franklin St ation , 
W&sbincton, D. C. 

t.::;/icn 
9/6/1.1 

:.;-~- 39 
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EZilCUnVE on'ICE OF THE pRI'BI"""'T 

orna roa IXDiliOiiCY JUliA ...... 
WA8XU101"011, D.C. 

Sept.eaber 8, 1941 

TO• Secretar:r llorgenth&u 

FRCII: Oecar Cox 

suBJECT• Re-r and c-re1&1 D1etribut1on or tem-Le&H 
Art-1 •• 

Far your 1nto.-t1on• 

Antboqy iden and Jobn W1n111t h&ft uc~d note• on 

the memorandum aetUnc tortb the poUGT to be tollowd bT 

Britain in the r<~-.xport and c.-roit.l dietribution ot l elld-

Tbie aaterit.l 1a to be r<~le&Hd in the ftry Dll&r tuture 

aa a 11h1te Paper. .u eoon aa we cet the co.plete text. or it 

I w1ll eend 1 t to )'011• 

42 
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.. . 43 
mrunvz orncz or,., •• r 

wa &I rea •--•••ct'll' ••u•u•110• .. ••~• 
W'+ iUU.D. O. ,.., ..... 

llept.bw 8, ~. 

'10 I SeofttUT 1101 ;sa:dM I 

rBala Oeoar Cclat 

SUBJ!C!o lie ligon IID4 C •cial DUtrib'IIUoa of t.do-X.U. 

Ooo4a l!T Britain. 

•-pel 1a a 001>7 of tbe -~ OD tb1a nbjeot, 

to1•t1wr with tbe propoeecl ucb&np of letter• beti!Ma KdleD .S 

WiJiaut, 

At's' ta. 

• 

v 

Regraded Unclassified



ocn/alt.. 

lndm 

DMr •· tate r c-, 

I.e 1 Let" M\a'ial atoll baft ~ ~ JllAee 

111 Loada ... 1a *iell 7W llaft Jlll'\l~QatM, I -

JaJNV'• oo. .. --.-ll1t. 111 t.111 '11111M v • ..,. • ' ruht 

-'· 

Aa\b&IV ..... • 
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coPY 

!liT OF !!!IMOIAJ'!DI !0 II. WDwrf. (a .... t...s- r .o. "9ll 
Sept.. T, 1'") . 

1. lll aat.erlala which w obt.&iD 'IIDder U.. '--Lead .t..ot. are 

required for tile proMCUtion of the war effort. !hie ~1ple 

acmorDa &ll qu,oetioM of t he clbtributiOD Ul4 ,... of ncb aooc1e 

and 811 llaJ••tT'• Oonn.ent heft teken and will contiJrM to t.eiDI 

action to Moure thet theM &OOcie .,.. not in ezq- cliftrtecl to 

tile 1'\lrtllarance or priftte inten eta. 

malt POLICY. 

2. Le~Leue aatari.al4 eant to thia country hen not bMn U...S 

tor e.xport Ul4 ..,.l7 effort will be Mdot in future to allAN thet 

th87 ..,. not. uaecl tor e.xport, on the principle tlla t lihue ~lete 

ph.7&ical M&Nption of J..--X.U. Mt.eriala 1a illp..-etlcable, ~ 

eetic co~tion of the aater1al 1n queetion shall be a t la&lt 

equal to the -te NOaincl andar J..--Leue. 

J. 81a .. jeety•a Oovernunt haft not applied and will not appl,y 

45 

aey aateriala eiJoilar to tlloM euppliad under ~Laue 1n eucb a 

n;r u to &nabla their uportan to enter new aarlc.ate or to ut.UI4 

their e.xport trac1a at tile upanee or lhdtad Stetea e.xporten. 01r1nc 
to tile need to clnote &ll a't'&ilal>la capacity and ......,..r to war pro­

<lw:tion, United ling<lam e.xport tra<la 1o reatrictad to the irraduoible 

to1n1a1a naoaeaary to euppl,y or obt.&iD Mt.eriala UMDt1al to the war 

effort. 

1;. For - tiM put, e.xporta troa the United. liJl&dott haft been 

1101"11 ....S .,..... contina<l to thoM UMntial (1) for the aappl,y of Yitel 

~te of Oft!'- eountriee , particularly 1n the eterlin& lllpireJ 

(11) for the aequi.eitiOD of f on1iJ1 axcb.aJl&e, partioularl,y 1n tbot 

l'eetern a.iepben. 81e 11aJuty1 e Oo....,_nt will DOW adopt. tbot policy 

·~beloort-

(1) llo Mtari.al4 of a type ~t-.al wtdoh 11 be1n& 
rwatrie ted. 1n the Oni ted. Ste tee on the ground.e of abort 

eappl,y, ....S of which w obt.&iD euppU.. troa the lhl1 ted. 

atatee either by ~nt or on IA~IAaea tanJs , will be 

'llaad 1n e.xporte with the uoaption of tba foll.cnriDg • c1al 

e&aeat-

(a ) llaterial which b neacled. O"r&reaaa 1n co.,....,.. 

tion with 1111PPli•• NMntial to tile war effort tor 

ounalne and our llliea, ....s which earmot be obtaiJiacl 

troa the United. Statee. thie -.1<1 -'>la ue (1 ) to 
e.xport euppli .. a11ant1al to tbe war effort to C01Ditriae 

within the &opire and to our llliea, ....S (11) to ~ 
port aucb articlu u tinplate tor cann1n& to Portucal 

and the Araentine tor our foo<l raqui..-nta 1t euob tit>­

pla te co'lll<l not be aupplied by the Unita<l State• or .u.erica. 
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(b ) ..U ...-U.U. of noll Mt.ri.al8 Deeded U 

~ tMqb -Ual 'IIIII -'- of uperte wld.oh 

otberwiM are e 11111 n d ot M\er1ala ... ~ 1Jl aller\ 
~~ 1a tl>o llmiW It&t.. 

(• ) ..,.u p&rW for 8r1Uih -M- '7 and plaD~ 

- 1a -· ~ -~W>err - plaDt .. .......,. to ·­
ploW 1utall.aU.oae ._ 1IDdor •-tnou. .. , eo lac 
u tMJII&Yo ~ ~ coav.ow fer. 

46 

s~ 11111 bo ~ fertD!itb to paw••' tho aocuu .... of aut tac 

ooctnow t<~r tl>o aport (omapt to .,.p1r. and U H oci tarr1torioe ) 

of a 11Gb 'ooda wbiGb do DOt - 111 tb1Jl tba oxcepU.OU rotorracl to 
1Jl (a ), (b) and (o) abo're. 

(11) laterial.a 11111J.ar to tbOM boiDc pi'O'f14od 1IDdoJ' '-ao-JAn4 

wld.oh AN DOt 1a abort IU~ 1Jl tha U.Ut ed Stat. 11111 DOt bo uod 

tor ta:pOrl 1D quant.iU..e p-oater tb&D t~e which .. ourael.Toe pro­

dMo or b<I,J .trca ..,,. NIIZ'M. 

DIS'liUiftiOII D ml llll'flll IDialXII OF UIID-WUD 000111. 

~. !llo c-J'8l priDaipla toll ed 1Jl W.. Mtter 11 that tho 

.._Wl&r&Uan noo1Tod bT tho cliat.ributon, wllatn&r t.ba Mtbo4 ot 

clia\rlbwU..., 11 o•t.r.lled e4 w1ll bo DO ..,... tb&D a fair r.tum 

t or tho ...u. rww' 11ed 1A tho ..tr ot clia\rlbwt.i.... !llo ~w 

~ oxc111do 11>,7 opporlUDi\7 f <Jr a epoc\ll.&U.n profit b7 print.. 

1ataroaW hca dMHDI 1a Leftd..~ &ooda• Ill - t . .... , ~ 

'-aod n,Uoe 11111 bo cliat.rib'CIW illroqb orpniaat.ioae aot.ift& u 

aa-ta ot ti.a ..,•tT'• ~t 1a tho at.ric t •-• of the t.r. IDil 

DOt u priDnpal.a. 1lhare t<~r a traq pl'80 t1cel rwuana W.. c&IIIIOt bo d-. 

a Ml nphDet.i• w1ll bo app)Mt to tho IJid.W Stat. Aa<n1atr.U... 

and t1>o1r ·-~ ..apt bo!orlh&D4 1a ~7 &ltamaU•• arr&n& .... w 
pau; nuL. !M j uat1tioat.i.GD tw r.W1n1DI ui.ltiJl& cbannala of clia tri.IN­

U... .,..Utac ...S.Z. at.not ~t ... Vol, 11 that tho croaU... ot 

alabol'ata ,... orpn1.aat.1- 1D tl>o1r pl•o 1fOI1l.4 1.DaT1tlhl7 roault 1a 

1•• ot att1os.-7 &114 t1>o wutatul uao of IIAD-pCW'ar, and r.t&N tho 

wazo affort. la dUVibolU... at '-ao-t.Dd pG0U thoro 11111 bo DO cl1o­

oriai.D&U.., ..,.s.aat llldW Stat. nm.. 

6 . ,._ 11 a epoci.ll - · C1a17 •- ~ or tlf, ot tha total lrl t.1lh 

food "'1'P17 wUl. - .trca tho Un1.W Stat. &114 111t.bout II'Oit prac t.ioal 

ca.pUoaU.ana 1t wooWl bo apoaai bla to ban a aopar.ta e71toa !or tho 

cliat.ribv.U.• ot loeDd-~ f ood. Food cliat.ribuu.an 11 carried 011t 1a 

tho Un1.W I1Jl&da b7 'Odloloeal.ara, to ..m .. t.bo CloTenaeo:~t aella !ood u 

pr1Doipal.a. In tact , the 111Dia\'7 ot Food hu oatabl11hod a o1oao ean­

tro1 - all cliatrll>uU.n -.1M eo that Deithu t.bo 'lboloaalor. DDl" 

tile r.tailare roce1Ta &111 iJ"M1.ar r ea11110ra tion than 11 adequate to 

oonr tile coat ot tile 1WT1ooe por tonaod. l o !cod obtained on Lend-Lea .. 

t.r.e 11 or w1ll be wold at UIICOCtroll.ed prieee. !hue the general ar­

reng- t.a u roprde t.he 1uua o! I.end-Loued food !it into Hi• llajeaty•a 

Qovernment •a polic y o! a t.abil1a1n& tile whole price level or f ooclatu!! e, 

a policy to 'Odlicb tile CloTenaent contributes 100 Jl1llioM pounda a ,..ar • 

7 . I n oo.e cuea diroet ! rec d11 tr1but1on is practieatlo and W1ll be 

adopted. For example, eoce lllil.lc product.e (1ncludinp Lend-Leased 111,.._ 

plies fr ~'·• U11Hocl SIAt.u) ar· dietri ~ iroct a. ree o u • 
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COPr/ alt. 

... 

London, 
S.pt.eaber 8, 1941. 

Dear S:Sen, 

!bml< 7011 tor TOUr le\t.er ot S.pt.em))er 8\))1 enclo-

on d.1e\r1l>ut1on ot Land-Leaa• uterUJ., I ban cau ... d 

the -ranc~ua \o ))a tranaitt.ed ~d.1ate~ to Wuh­

incton tor the information ot rq QonmMn\, 

Si.noere~ .roure, 

Copiedahrb 
9/8/41 

47 

• 

Regraded Unclassified



1.!1~., ChtJ.uncftv 

......... 19111. 

!9111 

' - W ...... 1 .... f• U. laue .. , tale NMlJ' 

ef,..,. letter ef ... !all I , 19111, *-lMi-.,..,. .... ltaU• 

, ... , .. -k ..... ..._... wr . 19111, &Mwl .... u.r u.... ,. 
nt et .. llrlUP .. ln Ml l'n.all _._ at U. Jlatenl 

........ lad et ... T•k Ml .._- lr ala,.._ •.....U""* .... , ...•.. 

• • l?ePl• ..... . 
t.a.t.t Aeel*'-' ......... Wq. 

lo . . . ...... ~"· " .......... . ,.._al .. _ lad et ... T•k, 
... T•k, ... T•IL 
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0 , 

T 

OOD lllD'! I.U, 

nmu. DIIRft 1411 
or 1111 TOU 

• 

sept•'bn 2, 1941. 

Dear Ill', secretaryz AHtnHozu llr , 8, lltr le CochnD 

1 aa enclotlnc our co8p1lttlon for the ...0: 

on4e4 •ucu•t 27 , 1941, ohow1nc 4o1ltr cU o'bllre•enh ont 

of t ho Br1t1eh S.p1re &n4 rronoh accowot o at th1o 'b&nk 

and tho .. &De 'b7 which theoe expon4Uur .. wore financed. 

f&Uhtull7 rove, 

(S1CDt4) L, I, lnokt 

L. w. IDoD, 
floe Preo14ont. 

8onora'b1t Henry Mor«entbau , Jr., 
secret&r7 ot the 'lr•IW7. 
lath1ncton, D. c. 

lnc l ooure 

Cop71lc 9/8f41 
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,,o·TREASURY DEPARTMENT 53 
e>"" 

fOf 
........ INTrlt.OFFIC E COMMU N ICATION 

DATa September 8 , 1941 

TO 
Secretor~ Korgent bau 

Mr. Cochr•n STRI CTLY CONF ID EN TIAL 
Of!lc lal e8lee of Brlt loh-owned dollar aecurltleo under the Yettln& order 

effect I YO J'ebru.!lry 19 , 19llo: 

$ Proceed• of $ Proceed• of 
Shore• Sold Bonclt Sold 

Sept. 1 
2 

' L 

~ 
6 

5•1•t tro01 
l!'eb.?2 ,19llo to 
A••6· 10,1941 

':'OtP.l 
?eb.22,l'l40 to 
Seot. 6 ,1~41 

H 0 1 
')S ,274 
25, 383 
70,119 
20 ,805 
11 420 

186,001 

27°,899.088 

2S0,085 ,08'l 

1! 'Oroceede of' non-•cated aecuritiea aol4 
Aus.2~.1•41 to Aug.JO ,l941 

: "roet~d• of non-vested securities tOld 
Seot.1 ,1q}O to Aug.23 ,1941 

~ nroceeda or non-•eated aecurit i ee tol d 
S~t.l , 19)Q to Augl3Q .lq41 

1 d • y 
12,000 

1111 
Nil 
Nil 
1111 

12,000 

37 .012,581 

Total 

] 0 ,2]4 
2') , JSJ 
70,119 
20,805 
ll 420 

19o,oo1 

316.911, 669 

317,102,670 

JOO ,OOO 

232. 300.000 

232, 6oo,OOO 

OR.U.'D TOTAL 

~ Unitt told fro" Aug.lS to Sept.6,1941 for $ 42 
q ShRrto Stock Dividend sol d fro= Aug.l8 to Sept.6,1941S 101 

~, , 4~7 Rl~hto eo1d from July 24 to Sopt.6,1941 tor $102,445 

• 

2}2.6oo.noc 

549,709.670 

• 
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TREASURY DEPARTMENT : 54 

INT.III.OI'I'IC& COMMUNICATION 

TO Secrotal'J llorpntllla 

.,.o.,. llr. Coohr.n 
ST RICTLY CONFIDENTIAL 

You will recall that upon JOur return troa Jour hol1d.qo I took up vi th 

you the cp8oiion of tho ~plication ot the Sviu Hatiooal Bank tor a liooue to 

per:dt the tr.nater of .B,..ooo,ooo worth of gol4 from the SViu BaAk' o earaarked 

de~oit with the loderal ll .. orn BaAk of lev York to l.hbon, to pq tor tood­

otu!to purohaoed in Portucal tor Bvihorl&Dd, and to bo ehipped to Svihorl..,d 

with th.o tt;>prOYal ot Britieb -thorithe. I pointed out that tho llational BaAk 

or Stt1herlMI1 had $220$000,000 of gold with the lederal """- other tun4e 1A lev 

York mU:ing a total of 562,000,000 hol4 there, I warllll.J reco•en4eol. the 

awroYal of thio l1cen .. troa a aonetarJ and gold ~liOJ ot1111dpoint. 

Kr. G~tier, the Director of tho Swi oe latioi1Al Bank who io now in thie 

country, tolephoneol. ae froa llev York thh morniJI& otating that the GonrDMnt 

ot!iciah at Borne han cabled bioi urC"~ntlJ at to the etatuo ot tho &!'Plication. 

To thea thie appeart to be a norll&l t ranaaetion between the central banke 

or neutral COW>trt .. which ehould go throup without croeeUon. I told llr. Oauthr 

thnt I hoped to let hia hear on Wedneed.q. Be eald that ..l!!.t Gonrue;t had 

iutructo"- hi11 to take the a&!!~ throup the l!ec,aU,OJ> vU)Lg:jy' Dfl!.!!tll•nt ot 

State. .lot rq _..uon, he eii!4lie would 4ola7 thie until be had hoard froa ao 

~ - ~---- -
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STRictLY CO"FIDPTIAL 

TREASURY DEPARTMENT 

l~lt-OI'I'ICit: COMMUNICATION 

TO 8eoretary »or,eatbau 

,ROM lfr • naue 

)lr, 'IIlley whhea - to report to ;you that be haa 1t ou w.r;y 

reliable autbor1 t;y that ChauttiiiPa hu - been taken ott the P'rell.ob 

!labaaa;y ~oll u ~ ot the PreDOh pur'• Oup&illl a.pinet PrM 
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TREASURY DEPARTMENT 

I NTKIII.OFFlCE COMMU N ICATION 

,/ 

56 

o AT& September 8, 1~41 

TO Secretary t:or t;enthau 

J:: . f" , Foley, Jr . 

Colonel Behn, President of the IT~ T Company tried to see 
.. 0 ~ on ; rlaa•• ond l'las r eferred to me . lie to l d me of the following 
\ro~o~i tion : 

·.e is anxious to sell t he Spanish properties of his coopany, 
: . . i n a value o.f e.bout ~&; million . '!he Cer.:ans offered to buy the 
. ~Ol).t•t it s 1rou hio either dir cctly or t hrough the ::~ei:.iu;n oi Spa:tish 
b~.:t!:ers . J ehn told t he:n t het he could not sell the :?l'Onerties to •• 
t~tl. 

When ile 11as in Lo:tiion, .>ehn dis cussed \'liti: the 3ri tish a 
•:•o:>os ill .or tne ~ritis:.. t o buy the Snanis11 propertie s and tlllke 
·a;· .ent for tne properties in s ter lin; ana then t o pay off t he 
sterlin i~ dollai'S in annual installments over a perio:l or years 
~ti' ter the war . The British told Behn t M- t in view 01 t he gr eat 
~i tis .. debt to t he united States, no thin could be done by the 
r.i tis~o u:tless t he Anencan aut!1orities anproved of the transaction . 

nehn claimec. tna t the State i;eoo.rtment would e.-nrove the 
.:•r·,saction il tLere TI as no Ge~an interes t involved, if bericans 
.·c,.::.i:l"" in control oi tile S-ani s!l CO:l:'a.lies ca rin;; b e nar , a.'ld if 

t-• .n co:.~! arre..'l:::e his ar:n financin:; . 

eh.'l saic t:~t Jesse Jo:tts r.as r:illins to :1ei:e a lo:m to 
-· : , secured b;· tne s terlin: but t l.at e:.n ~aC. to be able to re t 
.o. lr:-s .ot• t..e sttrli:t:; to na;· ofr the loan. AccorC..:.n::lJ, - eh:t 
c: .ct • us to et our annroval to the ~ri tis~ wakin~ e co~~t~tnt 
:o ~ej• \>'z cilllon OHI' a·l)el'iod 0~ ··eel'S after i:!te \=:ar f or the 
-;::.nis .. 1:\l'Ol"ei•t i es . - .. 

. ... elm adtlitted tl,at it could be arcu•d tno.t :.is 'll'oposition 

.n·<o~Yca t J.t American !'Ublic pa~·i n · .tis compo.nr ;C4 mi. lion 10r tt.e 
"""-·us .. 1ll'Ol1crtie s which the 'rit i:;h •.·:oul ei t hcr ::ee'!l or return to 
i: .e S':lanist. 'Oeonle i n excha.,-e for c xnort:; fro:: S'lrin: eltn said 
• • 1 - -•···· . .n css t :,is "'I'Oposition coul ve "'Ut t~.:·ou ·!"., it :::>•.Ui' l:e 

c • •a" 1 · · • '1 t · t · t · t · • ~.;I : or -~s co ... t:- Jl:- ~..~;... se_ ot 1 :: 1 :c.l'E~ ;..n --~ E ..... 1r.~ .. c 
t t :ocr intt.res· s a•, ~ t· .. ~~ -:-· (l "'•~ • r • ··t e ...... ··o•' .,o• ft~· 

. ): .. , , --- ....... ~ _ ... ~ ... ,.. • ~ .. '" . ""'- - I. ........... 

' · ·.- s .. e ..... sc.l i~s ·_..,._ ~ ..... _ C"l. -"o• · ···-". "" -. ' .. - _..._ _ . en.. . er ... c.. . .. .... _ 1 .. 

-=co ·.;·c .. ;...l~rt-"s!.::e ~- li:: .. :. :1 ~-- ..... :-· ~ . ·~ 
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r.oul n be abl e to p~y off existing obligations and buy in outstand­
in& bonds and put 1tself in a very str9ng position. 

Behn wants to leave for London at the end of this week 
anu ci!Jne in to s ee me again t o find out t he Treasury reaction. 
l.arl'/ \'ntite was present at t he second meeting with Behn. 

I recommend t hat af ter checking vsith State and Jesse Jones, 
~ehn be advised t hat t his Government does not approve t he transaction. 

In this connect ion you will r ecall t hat several months 
a ·o llt tne spe cific r equest of the. State Depart.'llent , acting with 
t~e a ry~roval of the President , we i ssued a l icense enabling I T&T 
to realize $14. Dillion on i t s Rumanian properties . Since that 
ti.rie , it has been the policy of t he Inter-Departmental Committee 
not to al low the use of blocked f unds t o pa~ for American property 
interests in Europe. The present proposal 1nvolves t he use of 
;>ri tish dol.lar f uiuls vmich if used by Britai n f or other purposes 
would reduce the amount we would have t o lease-lend to Britain. 

I spoke informally to Dean Acheson and he approves my 
recommendation t he. t VIe do not approve t his transaction. 

f. Jl. 1-i . 
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0 , Iat.rDaU.-.1 TelA's*- M4 Twcrapll 

CorporeU.oa 
.. 

t 

Mr • Herbert rete, 
.ld'f'1Hr oe Iaterlli\U.-.1 Jt~c .t.ttt.ire, 
D1'f'1a1oe of lla<>peU Affaire, 
DeparlMat or sute, 
W.lSIIl.IOIOI, D. C. 

Dear Mr. felal 

ll&ohiniWil, D. C. 
·~t 7t.b, 1941. 

;reeterdq ud, •• proaiaed, 1 aa eAclolliDC 70u a ebon 

a .. or&lld• 011. a po11ible eolu\1011. ot our Sp&llilb dll-. 

'nl• u pre11ed lliah of tile Depart.Milt tllet w lbould DO\ 

••cot1ate ud oarrr out t.be lelA ot o ... lp&llieb Telepboee 

Coot~ to 8::-aieb l.atezeete 1f l.a uq •o.T fl.amced bJ tile 

r.aUM ~ r.~llllitT to~ cn41tore ...S lllareholdere 

&lld bow terrlhlT IUIXS.oue I aa, t.beretore, to tl.ad a 8Dlut1oa 

to our prolll-. 

'nlallldn& )'Oil tor )'OUr ldDAS at.tellU.oa, 

SilloerelT )'Oilrl, 

(led.) lll•t.b-• Bella 
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noPOSID &LZ or !D 
COIIPJiu Ut.UOIICA UCIOI.U. ta IBP.tiA (Spqi& 
talephcllle Coap.DT) II tBJ: Iln:RII.l'I'IOIIJ.L ftL&PIIon 

AID TJLIQIW'II OOlPOl.lUOI 

--·.- 59 

'l'ha 9paai& Tale~ Coii!'QT operate• -.dar a cODCeuioo gruted 

oo .lUCU.t 25, l!IU. It b pronded ill the CoeceuioD &D4 the "ReelAHnto•, 

u o11l.c1al illtorpretot1oo ot oerta1.n ~ ot the CoDceui oo, that at the 

one! or lO reare the Spaniah Qoftrllll.ant h .. the ri&ht ot recaptve of tile 

propert r b7 pe.JaeDt ot the uo1at 1Dfta\ed 1a the propertr •• def ined 1a 

a\IAIII Coooua1CIIl. .l oootr~<ct wao alao •tara4 inte 'batweea the Itt u d the 

Spuilb 'l'alephCIIla CoaP*J'7 •~Ill 1D 11144 pron41D& tor oartain ••cer ial 

aorrlcu. It b alao prorlded in the Coaeaaaloa that "In cue ot nr with 

onothrr D&tiaa, or bJ rM- Of 17&ft dbt--.o. of the publlc Order, the 

St.te aar t &h teaporuilr 1D ita cbarca, ao ,_. •• the at.oraal1t7 aar 

leat, tbe operation ot all or t»:f pert of the telephone o chl<ll&U one! l iMa 

which tho Coap.DT a&J poaa .. o•. Unc!er thh latter prorlaion, the GoTerD­

... t aa::t taD oT&r teaporuilr the oper aUoa ot the Comp&D)' since a atate 

of uUoul ... rJellCJ -tiDII&a to oiat 1D Spein. 

'l'ha operaUoo ot the Coa;>&n7, which wu wlthhalc! troa the .laerlcaa 

ltonaco,.&Dt aa of S.ptea'bar bt, 1940 and 11 et prei &Dt ...Sor o\IAIII aanac•ont . 

'l'hero haTe, hoftT&r, 'baeD 1Ddicat.1ona that the Spaniah OoTernaut, either oa 

ita ooo 1D1t1at1Te or ...,.. OaruD pre .. ,.,.., ia cooaiclerill& toldDc onr the 

operaU OD ot the CoallQ7 -.dar the oiatinc atoto ~r ~pney, 1t &D4 

wboo the Ordtac! Stotea enter• the llu or 1t one! oben the Gera&Aa eater 

Spl<in. 

Towarda the end of ltarch ot thio r ear repruutotiTOa of the Itt 

in Gora&n7 .aggeatac! that the Gel'II&D Gonma8llt ai&bt 'be 1Dtorutacl in 
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ae~~.uial _...,.-'tiM lpo·•• t.l.e.._ 01 s C• .. lat.....S tiNa 

~' w w.U ..t. _ .. ..,. eetuar -VOl to a. 11enea lotw t • 

to Qel'UII 1atore1t1 INt. that w lliabt ooaa14ar Mll1q to a pooap et 

tpaal• 1loMaH •• 1a .n.r to oll\a1a tba _....,. dallan to pq 

ter ev ur, .. ._, et .-.,ooo,ooo.- , 81pt. 1a ~ be fl·nmd lilr 

O.rua llubra wlliah lat.tor ooul4 po .. lbl¥ ratala a 81aor1\J 1atore" 

1a tba -~· Dill o...W.t.at.iOil with tba tt.ato ~put;Mat., h4 www, 

w wore a4'11M4 tbat 11117 nOIIl opent.lOil IIOUl4 lla _ _., ...... aa -v.,. 
to tba 1atorene ot tlie VD1to4 stdee. lathe -u.. Gena Ooftr..n 

a..tbwit.lN W UJ~NaMd a olectfdecl 1a\erut. 1a tba operaU. ..S tba 

60 

0.... Satorena ftH readJ t.a et.an MpU&t.l-. la 'rin et tiM apno.M4 

'ria• at tba et.ato ~....-..\ (wblah ot oour .. wa 110t UAt.iOMd lilr u), .. 

latorMd tiM .._. that it. w.U ..t. be poadbl. tor u to MPU&to witll 

~ &lear tba U..e u-.... •• ilia _..w to tiM u.n- allthori.U.. 

that tba tpqi• blaluorl .s,ll' be aa11ltod Sa the &eqll111t.1• ot the ~ 

117 the UC ar tba ll:llpall't ...r laport. IIIU. h ...... llll·•be4, laoweftl' 0 the' thla 

•IIIP.U• ww14 Mt lla ta.,...lalT -.14..-.«. 

IIIU.e 1a LOil4• a •'IIIP•t.iOil •• M4e lilr -..a• trl...te that. the 

llrit.llb a11tbor1Uee Jdalll\ be 1atoren.40 INt. ettor MftNl - .. u.. .. 

-....,_.tiM' tiM lr1t.llb aatboriUae 414 ..t. teel. theJ 001114 _.._ 

till. quuU.n at !lUI U.. ..S tbat 1a 11117 e-t. theJ ooul4 de " oal7 1a 

..u...-.u .. 'llith the ....,__ awt~oonu ... 

Die tellow1ac p1aa 11 therefore nlalttod tor OOillldlretloae 

The pre-t. wplt.al "'1111 ot the 8puiab Tel e pbOM CoapU¥ 11 

Pt.e. IOO,OOO,OOO Sa - .....,.., (wblcb ahara• are liOW Mlll n g at. abollt 
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t'lllll of per), Pta, 40010001000 of ,_ Preferred obarea (which are CIIIDW 

at 146), ud Pta, 100,000,000 ot 5-l/ .. Debelltlll'la (q•W at lllJ, 
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Preaeat et.l'IWI.aa are at the rata of about 11$ Gil the c- obarea 

(etter currut pratarre4 dirldoouta) &114 In owa appro~tal;y ~ er 

Pta . leO ,000,000 of ndl •- obarea, Ill add1 til>a the Spaaillb 1'alapb3e 

COIIJ)IIIl7 ona Ift Pta. 21!010001000 oa Olll'rut acooo•t. ITT alao haa hd 

bulk baloaeee, blooked et.ncoe 18&5, with the prillcip&l Spaaieh baDka, whiob 

aoa -t to approxlaatal.r Pta, 10010001000.-

Aa a firat atep In woul4 tlll"'l OYer ita uiett.na ceah de pe>eita of 

appro:a.&tal.r Pta, 100,000,000 to the Spt.lll.all Telepbcae C011paq. "11th theH 

l'lada the ~ ~d the ~ ott ita olltatan<Uaa debaatlll'la at the call 

price of ~ of the prilloip&l ._,.t, 1'h1a would t.nc .... aae I'r!'a total 

ondit oa opaa a coco•t apinat the eo.paq to ap;roxiaatal.T Pta, 111010001000, 

Ift would tho ctar 11lto aa acre-t with a poovp of Spalliab 

bulltara zder which it ~CI ..U to thea ita holdiqa of Pta. 1110,000,000 

par n.l\111 of c- allarea of the COII))&II.T 11114 r.a&H the c .. ))&II.T frca 

Ua Pta, 1110,000,000 ot debt Gil ope acoo1111.t in COil&ielaraUoa for the 

dell.,.!'T to In liT the Spt.lll.ab lallltara of Pta, eoo,ooo,ooo ot debellt~~rea 

of the Coapaq ~ Pta, 1100,000,000 of jo11lt &114 .. ,..ral aotae ot the Spaniab 

belllrhc II'O"P• !he coaaider&Uilll to tba Co•JlUT tor tba 111-ca of ita 

aew debaat'llr .. would be the Uq'll1dat101l of the Ift accoat of ap~ta17 

Pta, 1110,000,000 ud the pa;ract to the Co•paq 1ll oaab liT the Spaai* 

beelr1n. poovp of approa.&talr Pte. rro,ooo,ooo. 

!he ,... debeaturea would be payable J,ll P .. etae but with uprea...S 

aqubaleata 1ll Britilh Po\814 Sterling &lld U, s. Dollera . The notaa of 

Pta, 1100,000, 000 of the Sp...Uah benldng croup .. .,u14 likerlaa be parable 
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ill Peoet&o but rltb the - apnuecl .ct.Uftlea\o ill ll:rlthb Po-. 11\.rlJ.q 

ud 1a v. 8, J)o]l.aro, lotb tile ~bellt ..... &114 til. aot.o would .,. pqable 

1a ~-.1 ~ illot.et]e•te ....- a pariocl ot aot .,..,.,., eilb\ - leao 

\haD tift ,._ro, !be "elr!al p-oap woal4 ...s.rtake \bet tba OonpQJ ...s 

til. b&aUro woal4 par l.ato tba ll:rl~ab-8puj,& claar1a& tile aaoat• MO&O&U'J 

to prorl~ tor tile MDual illot&llvn\e ot prilloipal &114 tor illtareat, ...S 

\be aaoao&U"J acre-te would .,. wort.d ovt witb botb tba llpani& ... 

Bri\1& GoYe.,..ta to illolll'e tll.t neb aoa\e would .,. SaollldM -..u, 

1a \be aht.l'iq .,.t_ ap.1a u4 .,,,.... !be lp&nieb 'be.llkero would olea 

aarea that 1a tile .,..t of a 4Mllaa 1a til. aoh••• 'fill• ot \be , ... ta to 

\be Poad aa4 \be Po...S to \be Dol.lar tile .. .,.,..,.,. ed41 \tonal pe .. t~oe wo'Ald 

.,. paid MD~ Sato tba llpeaillll-lri \1& ahariJico !be to\al. \baratore et 

Pto. eoo,ooo,ooo ot dabellt-• aa4 aotoa would.,. paid into \be claar1a& a\ 

\be rata of aot le10 t.bu Pte. 100,000,000 nor .ore than pte, uo,ooo,ooo a 

JUI'• ...U.10 otb.rwiM ~. ud, 1a a441\1on, l.atoreot at \be rate ol 

tq B:' per .... , plu ~ a4Jutnct tor poballp nriaUou would .,. 11 

paid illto \be oleariq. 

fbe arraac-at would pr<>Ti~ \bat Ift Londoa, a lriUeb Rlleid.iarJ' 

ot m, would ~•telT ater 1ato a an llaaapunt -tract witb \be 

Spai& COIIJIQT tor a pariocl ot NIT I JMZ'Io !!h o•U.et woal4 .,. 1a Ill._. 

UtiiU.aa ot \be aiatSaa -U.ot witb Ift ebiob tara1»te1 1a 1N4o '!'be 

aaw •n•awwt -tract 100'&lAI prow1doe \bet peocl'a& t1Aal 11quidat.1oa of tM 

debet-• aa4 aotaaa 

(1) 1 ~~AJ~ae-"'t tea w1ll .,. paid t or Ml"'lio .. at the rate of NIT &-1/~ 

(pruent rate 4-l/~) . 

( 2) One t.h1rd. or the director a of Coapany will be appointed by th e ITT 

London and Ah1 be either British or A=~rierna. 
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(a) .l Uae Pre.U..t, u.. Cbiet ~r, t.he c.pvou.r, ~ 
DireOt.or of Cout.nat.l.Oil u4 llai.D\auae u4 t.he c-rew Dlreotor of 

tho CoaPQ7 ..Ul U.O be 4 .. 1pato4 b7 In J.on4oa, 

( 4) lo 41 d4uda 1a • ooll of liT "' Oil tho 0-oa llillnl1 "f.ll be 

paid "1 thov.t tho coa11at of In Loncloa, 

(S) W 1a4obtodne•• other thaD ourraat obU,aUou iaeurrod 1A t.he 

Ulll&l cour11 of bllalu11 will require tho prior appronl of I!'f LondOJ>, ... 

( 8) Such other proda:!.oaa ""v.l4 be iaolv.ded aa wq be cle-.4 ..trt .. lale 

to aanre caatrol ot OIIICinMri:al, oporatl.AI u4 tl.Amclal ...,_, ot ~ 

Olm.ov.al.T it wov.l4 oppoar d .. irolale that -tiA.U.tT of -a-\ 

be prooon.d <Iuria& tho pro-t world c01141Uoo•, ud tbo ~Dt ot toll~ . 

Dol>eaturu aad llote1 onr a 6 to 8 Tl&r poriod throllcll tho Spoallb oloo.riA; 

would toad to enov.re tbio ud a t tho . ... t :l.ao proddo tho Mdl.a tor tho 

liquidotioa 1A Po'llldl of t.he purcbaoo prioo, !be proMat 41U..Uia et t.he 

lrit.hh-tpaahb oloarial a. to war c01141t1ou &D4 t.he 41tl'1ealtT ot l1ttiAI 

lrit.llb pvchaooo :l.a Spoia ullo it pi'Obelll¥ OCI~ doa:!.rablo to ot1pal&\o 

t.het tho Doboat.-• u4 lote1 be pqolale Oftr a por1o4 ot TI&J'I• 

0a tho other !wad, 1t 1a d111iroblo t.het I!~, ...,. -plet.lca et 

tho M&Otiat.lou lad '1!1thout wJ.tlq for tho l1qu1cl&t.l01l of t.he Dlboat._... 

oD4 loto• lhould obtaia ito ilrNeted tlmda tor tile ro~t of ov.bteD4tnc 

doll.r debt IIBCl tor ,... 1A o&l'l')'1nc out doftl.op.ea\1 u4 tlrlon1iou 1A tho 

oporatl.AI u4 ualltaoturinc f ield• :l.a t.he hlterll lloai•sileft• 

U 1a t.heret- nlaitted t.het. t.he o. a, !r1U111'T or otbor o. e. 
tiaaao1al aaooq ebo111A:! cooporeto with &D4 oxtea.4 aoooallll7 tac1Ut.l .. \o 

tho BrU11h Treaa1u7 oo t.het tile oatiro 11 .. of Dlbeat-• &D4 l otea 

totallln& Pt1, 800,000,000 cov.l4 be takiD onr b)' tho Br1t11h !roa11117 ... 

tile OC!Uhalont Dolla.re, aq $64 ,000 ,000. - be p&id to Ift Jew York. 
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!be Pt.a, 100,aoo,ooo of d8*t""a &ad \be Pt.a, 110010001000 o1 

.. -.. wliU prollabq 0U'1'7 tllo fallowiq ral.aUn ftl.••• Pt.a, lOO ~Ml . 
' I 11114 ~Ml .. .00. .loa ,'IIP7 tao. to\U pWobaM price wou14 la'OOln 

tbo J)a11UAt of appra:Sutel.J' I 1810001000 or tN,ooo,ooo, which 1a appl'Olli.o 

utel7 the uo~at of the 1anataet of 'llhich Ift wollld he diapoa~. 

1JDdu .._ COIIee .. ion, the tpahb Go-t bea the r1&ht to 

rocapt11re the property MlillllhC 1a the -th of lepteaher 1N4 11pc11 ~ 

- tot the cold ~v.iftl.eat of the ... t ...,.t la•uW• (a terti apec1t1call7 

detlaod 1a tha CGOouaioa) &ad 'llhiob ... t uo&t 1anate4• 1a aatot'1al.l7 1a 

excaaa of the $141000,000 at 'llhiob tha u ... ataet. ot 1ft atad.a GO ita boob. 

I.n additlooa a pr.m~a of llll ot aucb ,..t uoat iaftaW 1IOIIld he i*nbla 

1a oaH of recapt'IU'e 1a 1.11''• a pnai~a which wou14 daar..aM b)' J$ 1a oaoa 

ot recapture 1a each nccoediq 70ar ao that 01117 attar the ezpin.Uon of 

16 r-ara tr .. 1N4 woald the recapt11re price oona1at aiapl.J' of tho DOt uoat. 

iaftaW without ~-· Ia OGDtraat to thoae pro'fiaiaoa tho aaueaW aal. 

to the lpaaiah bullara aa outliae4 1a tbia --...4181 for tba ..., .. t ot tho 

aat. 1a .... a-..t. ae tba boolta of Itt, wou14 oarrr ll'l.th u ao ~-· rua 
...,.t wou14 abo he a~tolT \be - •• \be pn-t aart.t ftl,. ol 

tho abaroa to loe aol4 plua tho u o1at of t.ba roeei'ftblaa which Ift wollll. 

auntndar, a1aoo at tho aart.t prioo ot about t'I'OII ol per ftl11at the Pt.a, 

180,0001000 par ftlue of- abaraa haft u iadioaW aart.t ft111a at 

allowt. ~ UD,oae,... !bia, 1a a.dd1Uoa ..o tho receinblu ot abowt. 

Pt.a, B1101000,ooo, Mltoa a to\U of ap.prxrt•tel7 Pt.a, '7tO,ooo,ooo •• -
.paro4 w tho Pt.a. aoo,ooo,ooo prineipel uo1at ot deb&Dtana tllld 110toa to 

M recoind, ............ , tho pro-t oaraiae rate ot about lJ$ GO the -

abaroa, att.or proii'I.U.. tor ovroat protarncl di'ri.cl...U, allould he 1acraeaod 

to approziaatol, ~ aa a ronlt at .., 1acreaH 1a J'&tos 'llhicb haa aluad7 

.. 
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t.. .. applied tw. h addiUoa, tile Collpa~~J baa ola1aa apiUt tho Qo..,.:r.­

-t for d-.. Ul4 lou of !'eYaiM auateiud dlll'iq tho Ci..U War ..U ill 

uce•• of tho -•t ot •PlJI'O'Iilla~ rta. 1.00,ooo,ooo.- et -lllatot p11t 

41111 dhidAd.l ca 1.t.• pnfll"'''d lbana (ao~W 4111'11lc tile ChU war' aad 

at prue11t "-ina rodu.cod t.broacb auppl•OIItary ~~~~ta i ll oxcou ot tile 

nrroat pratorra4 clhi......, rote). 

'ftlo plall aUa1 tW a !»oft otter• tile followl..ac acl....,ta.paa 

(1) ror the Britillb Qo,..rumt it llboul4 iaproft tho po<!.-wiU ot 

tho SpiDillb Oo.a ..... t ailloo tile llrUillb 'bukua or ~o&alll')' will haft 

d-1trated their ooatidaft liT fhanoial the Bp&llillb 'bellbr11 Utarellr 

e11a'blilll lpda to purchua 1t1 laUoul Talophoa. Srataa, I n acldiUoa 

the BriUIIb Tfta W17 will do- ita aor.al ~a'balaaoa of tracla witll 

Sll&ia lllcl tllu illoraaH 1 ta purobaaiJII 0&9&cit7 ill Sll&ill oacl 1 t 11 qlli ta 

poa&i'bla t b&t tho BrlUIIb ao ... -t M;y, 11 ~ ot thil trade, o'bt&ill 

tho ac .. pt.allca tad approftl tor tile parciLaM of acld1 u-1 -.will auppliu 

'llhio'b aow co illto n-.r 'baa4a. It 11 reoopisod, how.,.r, tb&t tho aol'll&l. 

u ch...,a ot IOOcla il aot aet11All7 opo.r•tillc cl"" to laok of llbippl..q tao1lit1u 

lllcl tho pna&at ~aent iu'bil1V ot tho Br1U.IIh Goftrudt to lift ita 

parchaa01 ill Spaill, 'ftle Britillh 1'NUU1'7 would ill adci1Uoa o'bt&ill a oartaill 

tax ill- troa illtaroat uc1 ......,_t ta .. &ad it il aore u. .. likal7 t hd 

the~ Coa\ract 1101&14 t.. orleD4a4 ia- t ol'll wiUt a coatiiiiUq 

&lthoueb aillor i11tarftDU.o11 ot llrltillb ollli.-ra , aad tha abipaat tro. 

Pizlllaacl of & ,._ MOlat of t olaphoae eqlll.Ja&Dto 

(1) 'ftle Mler1oa~~ ao...~t 110\&l.d 'bo MMfiW &iDea .,... ot ita -Jor 

illtarnaUOD&l corporati011a will 'bo ona'blocl to war 1h tiii&Dcial o1tuat1oa, 

'llhioh ba1 'boo ... iii'IOlftd d1M1 to the 'blocltiJII ot traaataro of flllld1 tro. 

fort illl co~atriaa, IT'!' ill 1te illproftd 1'1A&Dc1al poaiU 011 would 'bo a'bla to 

doveloo and extODd i to proportioe ill Central and South Aaoriu without 

Regraded Unclassified



,. ..... w ~· fHa Fedeftl. Aptlo01.n, la aM!Uoe ~Wl:f 

au,ooo,ooo at ..w. ct. _, \bla eo.:._., w \he 1!1tpon tlld t.pon lull 

woa1d be U q lilA a ted, 
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(I) eo t~ aa u.. xn u _._., 1h rilwloial 1 ... nu. .,111&1 ._ 

ellrioull • ....... ,.._ • 1awlft4 \41 • ~lo\el:t DOJ'IIIIl •IM 1a tu\ 

tv.c pH!U• *!Ill woal<l -lllo 1\ \41 ~ tlr\llou laponall\ 

MrltNt 1a Ule ... '-"1 ha...,.., 

••tlol.ac\oa, 1), c . 
Au,ua\ '• ltu, 

Regraded Unclassified
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..s 81100 :n mPAli!URJ 1'!11111!8 8UI'nll 

laM: ea4a4 llept•bar 6, 19111 

1!7SSU IIPJ.II CJI:Il! UI!Jll 

l'llel ud Otuo 011 ( ine1v.a.tac 
Diuol 011) 

l!lea4e4 or California 
Klch Octuo Crv.de• 

.Ul Other Crv.do 

Gaooliae-

Gaeolino ! 00 

Gaaollv.o 11• 
.Ul Other GaaoUna 

J.Yiation labricatinc Oil0 00 

.Ul Other labricatinc Oil 

fotraot~l Lead••• 

1Booetere1
, eueh •• lao­

Octane, Iao-Bexana, or 
ho-Poatuo 

IROI! !liD SCIW' STDL 

21,379 llblo. 

Otfieo of llorchallt Sblp Control, !reaWl"J' D.partaent. 

46o, 000 llllt, 

315,705 lblt, 
591,279 lbla • 

30,000 hlt, 
111,000 lblt • 

2,425 , .... 

},650 !oao 

• J..rq ... terial froa which b7 eollllorelal dhtillation there caD be aeparahd 
110re thaD 3 pereeDt of a•1ation aotor fUel, ~oearboa or ~oearbon 
aixture - Prea14eDt 1 1 re&v.lationo of Jul7 26, 194o. 
A•intion Oaooline, 
! o defiaed in tho Praoidont'o r~lationo of Jul7 26, 194o. 
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Jlr. hta 
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.t tM Meta ITs I t ,.nteleltTl, ta I$ I .. - .-MU ...... •• '' 

wt.~ ...... tile ....... at IITJUd ... "' .. 9 1- IUn?• ., .... la ..... 

-'..., r.., "'* SSI, JW - u-nL na * .-.. .. t a ,..., *' 
............ wU1 ,_ ~ ....... Ml ... ll U 0 A tl lt _.. ,_ 4FIIal • ...... ., ................... "'.._ 

. .._,_'-1, ...... 
1M 111--'1'1 liSA 7 • h $5 llteUW el U. tlTTalr _, lat-Uw 

I col ..U Ml • _, ...... col-. Ua&- w&• ... n UIM M .... 

... .... MMftt el ... ....W ..... ..U elI qTde! eftlalf fel' 

llal- .......... "-- .......... ""- ..u ..... ~ . ...... ............. -.- ............ _ ...... ... 
, ... u, ...... em .. *" ta ......-• ...u ..,. at Hal .-ftM ta 

*• nnuu-.• 

' 
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lllttlsl a 1211 flft ... .,.?nlll, .... tm-ru ma 1 a • .... _ 

... ··--·· .... " .... ., ... lmmt 7 lll...U 
•• • 1111' a. s1Za Us?- ... ._ m 12At " ... 

... ... -.zftt "' ... 11 ... .. .....a "' •• ltd 

..,._ .. "sP- .......... - ......... ...... 

..a& ..... PI I ss, .. Ill I -n 11? 12At ..... 

lat .......... -... .. ... ....... 'I= ........... 
Ia %¢11711 , IIIIU" fJI ...a &IIW a. ... ••-•I .. UIIima.• 

···- h ..... I 1?rf a Ml dt 
,.._ ., 0 I M 1211 a , I ......... tea 

11;11111 .. w• "• I dl '• ..... 18011 5 Lit. 1M 

aU 1111 I 1 I '••uta ....U" fJI IWl -...rlt .. 
._.,,_ .... _,..._._,w_._.., ... 
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ORU 

S~t .. bor 8 , 1941 

9 P·•· 

J'ollovinc aouago toclq boinc oont to Amorico:n Connl, Sbn&h••: 

<3JOO'i 'l'be freatw7 DepertJ:ent b npproc1ath'e ot tho Uao}J' an4 

inforaatin cal>locraao 'llhl.ch tho Connl General lo aul>•1tt1Dg on 

tho financial, C>OI10taJ'7 a:ad e:rchaD,fe o1 tuation. 'l'be Treatw7 woDlt 

be ~PW it tho Conou.l General vou.ld arr"'l&• continuing clooo liahon 

vith rox eo t~t he mq have the boneti t of euch 11ateri al. 'l'bo do-

tail of a opoci~ officer for liaieon and cooperative vork with J'ox 

aDd 1'arlor vou.ld appear duiral>lo. 'l'bo Trnoury oucgesto that Roreeo 

Smith , ~o opont tome time in tho Stabili<ation office while in Valh-

incton , could be of real oenico in thh connection. ::=ID (lJ'OT!. 

liichollon 11 being cabled as follow: !DotE Your cal>locru• on 

the Shenghal a&rkot have boon oopocial17 valuable conoidorin& recent 

dovolopcento. The aaterial conto1nod therein ohould be of real bonofi t 

to rox 11' yo11 and ho can vork o11t oomo liaioon oo thnt this 1!183 be :oado 

avaihblo to him eurrentlJ• ll"t11rally proca11t1o111 lll\ltt be taken to 

pro tect your contsch and to preoene t!>~ confidential character of 

yo11r obaerv~tiono. Your Hone Xong off ice oh~·~d 11kev1oe coo~•rato 

vi th Pox. l'::ll> <(UO'E 

Regraded Unclassified



n- --.1' ~ wttla Oaanl ......,_ lfttlauf. 1a ft11Uf. 

to JOtdllle ooopen\14a 1a :rnr wl'k •' luc ~... •Ill*'~ tor 

tiiiOb la'eria periot u _, 'be re~ for tiM •"lac wp ot :rnr 

orpahaUoa. OouUeaUoa 'lltlac 11•• to rov NtM•' to 

Ooclu'u t or Boll& ~II& ueh\ut. 

la.II'LITOL 

IIIIJ.t 
(J'L) 

• 

• 

• 

... 
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......... 191U. 

' .... 
.lu..u (CHin) TU IIATAL UDIO • 

• !U fHuu7 lle]lutan\ h ..,...otaUn of tM UMlT 

&Ill Wona\ln Cldlecr- dioh tM Coanl Oeura1 h IIU­

aU\illc oa \be ftuaolal, 110Mtar7 -' eSIIIIIMp eUaaUoa. 

!U tr•UVJ IIO't&lt M Juoppr 1t the Ooanl haaral IIO't&lt 

anuce ooatl.llalq oloH U.ahoa with hx eo that b.a ..,. 

baY• the 'baufl\ of aacb. -t•rlal• !U tetall of a epactal 

otfloar for 11a1aoa u4 oooparat1Y• work with hx 11114 farlor 

voull. appear ta•lraUa. !be traaaw7 ..,....,. that Borac• 

Wth, ....., epe.\ - it.. 1a the IM.)llbaUoa otflca llldla 

• 

IIAI J'L1 TOI. ' 

Oow•b~19-le 111 

• 

• 

IDt.L 
(J'L) 
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1ft ·••n• .. ....., • us • n *'- ..ar ,_. .... -. ~ 
d.l\1 .. '-' ....... .ul ... h ... u .. .. 
lap ... ac, \e 1\e Q at' 'Ill 7 0 .,.......... \e Me ekta 

•••' cl ., w .... st•a ,.,..... ....... a, "u'• ._ 
.. , .. to a at.M 71' Dr Ia 0 awl, .. .a.U ia ._. 

NCCU \o \M .l$f?UIIt Ute ..UU .. baa .... 1 1 tr 

·a.n·--~ 
l\ 10 telU ... bible \M\ \a. l .. aMse .a.u an 

••' en~u 5I •''- \e tt·•l!el. tiM D11ert 1 t 

711 •hh \o u..au.aw \M •••• ,..., of ~· .....,., 

11 \he .,.u., at \M ~--• ef \U uaa.w 1\etec 

lc \o pnu s• W. h l u• liiiM ,.,... .. ._.. ef ~· 

aaa ••toa ,..,,u ... , .. , ................... , .......... . 
.., .. , .... , ............... ., ...... 1.a.llta. 

111111 
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Date4 Septeaber 3, 1941. 

Rec'4 121}2 p.a. , 11th. 

l:ab&aq 1 a tnu>al&tlon of a note roca1Tt4 to4ay fro10 

the J-."lc&c 111n1atry of J'oreip Atfdra follo•ll 0 nm>-

'ber D1ut1 anen e~rc1al one. note • erbale. !b• 

laperi..J. :tinhtry ot J'oroip Atfairo preeente 1 h co-

pl1aenh to the Aroerican Elllbaeay at 'l'o~ an4 baa the 

honor to ocknowledge the receipt of the Ell>b&sa71 1 Jtao­

r~ of Auguot 22, 1941, oonot~1Dt the regulationc 

tor the control c'! tre.nac.etionc conoerniQC tore1gn.ers. 

'l'be appUcaUon to the United Stat11 o! J&JIIU'' e 

rej;Ul.aUone for the control of tranaacUono con.eer!>ioc 

forelpera •• a •eawre taken in napocac to the ap-

plication of t he berican tree:ioe; or4er to Ja....,. 1'ro11 

the le~ialetiTe vie,.po1nt bor.wver , there ere cert ain 

41Ctereneeo between the aaeoto rreed l\'l reculaUono o: 
Japan an4 the Un1te4 Stat•• · ror thio reeaon, it ia 

uno.Toidr.b1.e tbet there oh""ld. be aoae inequalities in 

the tr&&tment 

Regraded Unclassified



... . -
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la \M tollotrllll, l.a ao' a tn ..... cpl" \M oa\1'U7 

b \Z'Uo 

'fill Iaperial lll.ahVF ot ~ Attain ll&e * 
~ \o t.-4 * tollnl.a& .. \M ..,.eq l.a ~ 

u \M a· • ., •• •-n-rrrr u4 \o aM U.\ 1\ le JN- .. 
pal'l4 \o OOl'I'M\ .U u.c-uuee ll'·hUJ> a& oa a 

reolprooal 11&111e, 

J.M=+= 
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D 

, 

• 
• 

• 

• 

... 
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folr;,9 'ria ""'nclw' 6 1 ,1. 

Dated Sept ..... s, 1941 

Roo ' d 8137 •·•·• 11t h 

Secretary of State, 

lfs.ohiDgton, 

1~30. Sopt .. ber oipt, llidzdel>t (IIOrl CII tro) , 

be accorded 41plo•to, eon011l&r .rrtoi&lo and other 

Oo~-nt of!ici&lo of J&p&JI ao tho Qaite4 Statu 

nro aot forth ill tho -1"&11""- doted A'IIC'lat t .. ntr­

eix, 1941 ! r oa the Iapori&l lanietry or J'oroip Af­

faire to tho Embasoy, 

Two, (A) .Amoricc.a nat1onalo 111 Japan (not 1n­

olu41ng Oo~o1"118ent o!ficialo) m&7 freely withdraw de­

poaito up tc yen one thou.a&l1d per 11011th per hou.othold 

fro• IIO~oigD&tod 'ballko (chiefly Japanuo 'ballko) to 

~ Urtng eJ;ponan, In &441Uon they _,. f reely ac­

quire or 41apoae of Japanooe curronoy v.p t o yen t1n 

bu.ndrod per aontb , &Dd they m&7 alao acqn1re or 41.­

poee o! Jap&Deoe cu.rroncy w1 thout :;>ermhdon cen needed 

to I4T taxaa, public aoaeoomonta, or oimilar itoaa, or 

to .X. aalary, we• and other aiailnr payaonto to 

Japanue eaployoee or wor laton ru141nc in Japan. 

Althongll 

• • Regraded Unclassified



Al\lanlll ..... -• •U-.J.e la tile ValW ltaW. 

.... bMJ, ri~ ..,..u .... to llellua ftft .... 

U.4 -u.q, tt u.. o-uv :prtoe 1ne1e of u.. ""' 

o"""trtee are o~ u4 tt oout .. rettoa te ClftD 

to the r..,t that ;rea ou th..,....,4 tift h11114N4 per -th 

tn Ja~ :proY14H a f ar 110re abl>a<laDt l1Y1ac thao 4ollara 

!1ft h11114N4 per Math la the UaU•4 Stat•a, it will be 

raali- \hat arlUotea ot \be ... uoa of Japu oaJ, tro. 

\be ak.D4polllt ot the 4ttter..,oe la abeolu\e -=ta, 

beea4 OD the cODftnloae rete• be_., Japue" aD4 

.U.rlc... cv.rreaciea, 1a ..-rraate4. 

1D lapu, ...... r the a;rat•• la atfeo\, perelaaloa 

1a Deoeall&17 for a baDII: ot a 4eatcaate4 aaUoD to pa;r 

out .our 011 4epoaU ..,4 for a 4eatpata4 aaUoaal to 

w1th4r• 110ae;r oa 4epoai\ fro. a beDII: of u 'GII4eoicut•4 

DeUOD whea the _, 1a IIOH thaa ;reD OU thoueu4. 

1J1 both cu•a, boweftr, arruceMata haft baeD 8&4e to 

nabla a beDI< of a 4eaieu\e4 

a•. 

• Regraded Unclassified



Secretary of State, 

11aoh1Jl&ton. 

l'UDI 

!oqo Yl.a 8~1 a 1.11. 

Dt.\ed .. pt.aber a. l9U 

Beo1d 8ol2 •·•·, llth. 

l~, Septeaber eicjlt, 1114n1cbt (SIC!IO!f !li!IU). 

fOWidry to - appl1oat1ono on behalf of a 4eoipate4 

noUonal, aA4 the finance 111n1otry hu been proorpt aDd 

liberal 1n ~antl.nc peralta llJIOD receipt of neh a~ 

pl icat 1ono. S inca the procedllre to be follond eaeh 

t1• 4epoeito ..,. withclrean fro. a bank of a 4eo1g~~&hd 

nation 1o oaid to be coaplicated, if ouch 4epoo1 t 1o 

tranoterred in a lap oUII to a non4eo1cnated bank no 

pen1 .. 1on 1e ueeeoeary for ito withdr..,al. It th .. e 

circ:u.aatanceo are un4entood, there ohould be no oaoea 

1.11 wh ich .&..orlean notional• 1n Japt.D ue 1neonnnioll<!ed 

1.11 their d&1l~ lite. 

In eontrut to thh, not oDl,y hu witb.dreloal of 

aon~ of 4epoo1t 1n excen of the pr .. ant liait of 

dollaro fin hUDdred per aonth not been pel"'llitted 1n 

tho United Stateo, but in ono 1notance .... , a Japan••• 

GoYornmont official wao retuood a l1a1t to withdraa 

acre than 

• 
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..o... \hall 4ollan the lloaDbe6, M4 aa applloaUoa tor 

wUhU.al ot 6*pollh \ o Jilt' \raftllllc aJeM• 11 ..U. 

to haft bean reJac\e4. llm8, lll aohal tao\, \he 8P" 

plicaUoD ot the .beriou or41DADoa treaolllc .JapAD .. a 

aaoeb _, be tenaed. liON ....... tball that ot the Ja~ 

n••• or4.1DaDce. 

(I) Ill the •Uor ot tlmd.l \ekeD lo' .beriouo upon 

d.lpartun tor the 11n1\ld. 1\eteo, \he la.J~N~W•• author1Ueo 

CID acc01mt ot ~· •:a:cl>aace contr ol t., are unable to 

crant &elllral peraillioD .. tbl 111lltld. Stat•• hal d.olla. 

lttorto howeftr wUl be .a to accord. tna-Dt Dot 

IIDiqual to that riftn .Japu111 lll t bl UDited. Stahl aDd. 

]llnti b are beinr (r&D ted. tor all appllcaUolll 1o­

<rolT11l( aaoUD\1 OYar 4ollaro two hund.rld., it 1o iDtelld.ld. 

that ]lll"&illiOD be 
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Dated kp\ealler I, 19111, 

loa1d 9135 p.a., 11th 

Seorot&ZT ot Sbh, 

ciYOD pr~tl7 atter du.o il>noUpUoo, 

(0) Jlo 41oUIICtiOD 1o J:l&4o io J_. in tho 

tr•taont ot .a...rtoan D&Uoll&lo roo141ac in 

Japan oiDOo betoro JUDo 17, lg4o, ODd other (• ) , 

Tho Japaneoo authorltieo, howoYer, Juot ao tho 

.l.lllorioan a.uthoritieo, ban DO 1ntoDUoD ot briaciac 

w;ro boon ctnn genaroual7 tor oocoooor7 lirtac 

0JpODOOI IY ...... ll tho -1m\ o:a:oodad 70D ODO 

thou-...4 tin lmDirod par aontb. lll rooponoo to 

tho AMriC&ll treataent , oono14araUOil h now boi.DC 

&1 ftn 1>7 tho Japanooo .. thorl ttu to t l>o ""'t t cr ot 

upoolal~ rolax1n& tho applioaUon ot tho rop-

lDUono oYer t ho control ot trDDO&OUono coDCorntac 

tor ot.,.aro ODd to aceor41ac opoolal ud tr1ondl7 

troataent to .l.lller1can D&Uoll&lo 1n Japan on tbe 'bo.o 

olo ot a better Din4ad otDD4ar4 ODd 1rr01p0oUn ot 

t ho lenetJ> 

• 

• 
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the l•actb of their reoi&enea 1A Japan. 

~. Ybon it io naeaooary to ~ a~ies, 

""&'', ot cetera to Japana .. aaployooo , .borieu 

c-roie.l firma and ba.olco in Japan ~ withdroa 

&epooito fro"' &Ill' bank without porahoion and on­

tiro)¥ rna]¥, 

Poraiooion of tho 7inuca W1Diotar, howeTer, 

io nactoa&Iy for ouch co•oreial firao ud 'b&Dka 

t o witbdroa 4opoo1 to in order t o ~ oalari .. , 

•ace•, ot cetera to their A»erie&D emplqa .. , but 

aucb poraiuion ohe.ll be ' bon without dolq 1A 

eonaideration of the laot record. Ao a matter of 

tact 

GREll' 

Rl! 

(• ) A~nt aaiooion 

• 
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Dated Sept•ber 8, 1941 

Reo 1d 8111 a ,a,, 11th 

Secr etary o! State , 

14)0, Sept•bw eicht, lllidnicllt, (SEO!IOII n u ) 

SUch peraiui on baa been ctnn i n a creat 

nuuber of caaes. 

!be l.loerican authorit1ao, bo...,er, ban not 

ao ;rat permitted the pa711ent ot -c•• t o Japaneaa 

in the 111'1 York branch ot t he Tokoballa Speoie Bank. 

It ia alao aaid that the American authoritiea 

do not permit the Yokobua Specie Bank to pa;r r ellll.t -

tnnce dratto aent froa Japan t o an aatob11ahaent or 

the J~eae OoYe..,.,nt ouch a o tho raw ailk !oreicn 

ll&rkot innatiption ortice , In Japan, bow&Yer, a 

ceneral inc1ua1Ye liCIDII baa been CiYen tO tho 

liatioDA1 Cit;r B&nk tor t ha paJ&~nt or raaitt.nce 

drat to hauad in t he Un1 ted Stat ... 

lour, It 1a atated in the Embaoa;r 1a ••orandnm 

that no apecial permi to Mkilll! poui ble t he continu­

ation or r ecul&r ~tioning ot American commercial 

t11'11a operating in Japan ban bafll ci ... n prior thh, 

bowenr, 1a contrary t o t he fact , Our treatment in 

tete 

• 

., 

-- -- -~----
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Ulio CODJ1..,t1oa h aa followar 

(.A) IAchain caeral l1o..,, .. ooaoeraiJI& ilia 

ropq~~et of obl1pttou of Aaerioaa oo-roial 

tirao, ~t of e~, 1Ater .. ,, H e r ...,, t rueportaUoa 

""' etorac• fe ... UYU.U.e, et cetera, }lallleat of moae:r oa 

4epoo1 t, eettl-t of tebte, l.epoeU of true• tuaie , 4apoa1 t of 

... u;r, exteaaioa of loue, oolleoUoD of 1Dter .. t, Uopoo1Uoa 

ot bille of laCJic, 4ttlher;r IIJI4 r..,eipi of 

eh1cop:r 

• 
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foqo rla •e·P·' It •• L 

Walh1DCtoD. 

DaW ~r a, 1~1 

-.o•a 9a:ao •·•·· U\11.. 

14)0, a.pt•'bor S, ll14A1&bt (110!101 SIX) , 

illportet arUcloo, ~t of olootr1o1v, .... ao& ntar cbarpo, 

p!U'Cllaoo of poot&p otaape, acqu111Uoa ao& 4J.opoo1t1oA of checka 

&at 4.oaoot1o &rath, traufor of capital bot- flrao 8JipCM 

ot 100raal 'buolaooo pou1'blo. 

(B) In e4d1Uoll to tM &bon, 11141T14ual poralto aro bo1DC 

«r&Dtot 1D oaoh 11ld1v14ual oaoo upoa ox.a1JO&t1oa of tho c1reuaotaaooo, 

11p to the preooat pl1"1111h han 'bOlD Cl'&Diot a jp'l&i DUII'blr Of O&lllo 

Codr 1>1'7 to thio, hoWOTor, tho J.Mrloaa ..,thorl Uoo han 100t 

ODl)' O&DOill ... the porait for coatillU&UOII of llOraal 'buoialll 

IJ'anh4 to tho JI!P&D rp co \toa ooapollT ( Ja;paa, ICOIIb lallha) at 

ll&llao, but aro oaU aot to han IJ'&DW poralooloa, attar tho lapoo 

of half a 110ath fro• tho llato of appl.loaUoa, tor tM ~· of 

commuaicatloao aa4 otoraco ospeaooo. 

liTO, lJl J .... coneral liOIDIII al'l rial &Dt flDal 1D 

character. W1th11l tho ocopo of tho 11ooaoo, thoro 11 oo~loto 

l atitu&o of aoUoa. HoWOTor, 1D tho UaUo& ltatoo OTID vith roopoot 

to &CtiODI f or ldlich f:OD&ral 11CODII io ci'fiDo 1 t 11 DOCIOIUJ to 

ucuro nrior authorit7 from the 1nopooUoa o!!icial for each action 

token b7 JapMeat banl<o en4 fir~:~o. In tbio roaJ)tCt tho tre&tllont oa 

tho ~r~ of the Uai t ed St&too it oevoro in co~iooa vitb ttat o! Ja~. 
S.%. In c~ ect1oc. j~-y 

' 
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!oqo rla Sboncha1 A I .1 • 
. 

Date4 Sopt~ber 8, 1941. 

leo'4 3122 • · • ·· ll~. 

Secretary ot State, 

Wuh1ngton. 

143(), September 8, cd4n1cbt (SJlCfiOII SEVD). 

V1th the entorco:oed ot the treul.nc or4e.r, 1t 1a u.U that 

or!lc1•1 e .mo rlelt JaJ)ftllete coaerc1al tin:ae an4 b..nlte 1D the 

Vn1te4 State• tor purpoeee ot laepection h&Ye not onlT eaaled Yanlte 

N><\ opene4 all me.ll ani. tel ec:raae, but han etat1onl4 watcbltm 

cont1Duouel7, enn 4'11J'ing the nilht; emplo7eu are DOt tree to 

rez:>01'1 their pereonal belonginge. On the other ha4, 1D the 

entorce111ant ot the treec1Dc orbr in Ja'Pftll, DO .. aeure ha• been 

taken to 11al the Y&ul te ot .American ooeeroial boueu, or to 

open cail an4 telegr011o, or to etation •tchaen. l'urthermore, 

v1 th the idea ot reopecting prlnte ricbte, there hu been no 

1Dhrtoronce v1 th the pereollal proper\)' ot e.ploJoU. 

SOYen. Vith retormce to parac:ra:st>• tour, tin, and eh: 

Of the IIIIDOrand- or the J.merican •baeq o if the .Aaerican 

author1 t 1ee v111 permit et.llar aotiono b7 Japan••• orticiole an4 

pri•ate nationale in the Unite4 ltatee , the Japan••• autboritiee 

vill permit, v1 thin the ecope ot the to reign e:a:lwlce control l• 

an4 ot the re&U).at1one t or ~~ control or tranaact1one b7 toreignere, 

k oricen orf1c1eh 311d printe naUollalt to ur.v 4ra!h an4 cMdte 

' Regraded Unclassified
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Secretary of St~te , 

'.'lashington. 

4155, September 8 , 9 p .m. 

GRAY 

Londo."l 

Dated September 8 , 1941 

Rtc 1 d 5: 17 p . m. 

90 

COilFID::IlTIAL TO TREASURY FROil CASADY. 

~ritish Trr asury informed the Emba~sy today 

that tht Annlo-Russian interbank oareeocnt hns been 

s i r;ntd ( ser 1st paragraph of my tclq;ram l!o , 4087, 

September 4 , 12 miCni ght, and Article 5 of thr 

t.n::;lo-Ru~sian payr.~cnts agrrcmrnt) • An initial 

credit of 10 r.~illion pounds ( sterlinc) a t 2 pr r ccnt 

ex tended to Russia. Other deta i ls arc not yet 

avai lable but British Treasury ~ill subcit copies 

of the agreement t o the Embassy as soon n s they arr 

r eceived by air from J;oscow and I shall forward the:. 

to 1'2a s:11nston • 

Incidentally, Treasury officials here anc ther e 

continue to express anxious intrrcst i n the nature 

of nny arrangmc nts by the United States to ex t end 

credit to Ru~sia (sec my tclqsrnm !lo . 31l52, August 28, 

llp .l, . ) , 

· .. r::r.!'':" . 

!tLP 

• 
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PLAJI! 

Cairo 

Dated September S, 19111 

l!ac1d . 2 120 P••• , 9UI 

Secrot&ry of State, 

1}06, :lipUI, 8 P••• 

!oDJ.pt 1a BOUIISX :lG'JP'i'umil earn .. a a1l1 t&r7 procluatioa aipad b7 

tha Primo K1D1oter r oa41D& 1D t....,.lauoa at tollcwol 

(Bocla traulat.ioa) 1 Yo lluaaia Slrq Paoha 

lD now ot Ulo Decree ot Sep te11'bor 1, 1931 doclarinc a State of 81e&e 

oa all iQPU&A terri toq &Ad b7 Ti rW.o of tlw poworo coDtorred upoa uo 

b7 tho Docroo of NoTID'bor 16 , 19llo order the tollowiD&I 

ArUclo o,., VhooTer poooooo or bolda dollaro in :lQPt or abroa4 in 

11>:1 tor. vhat toOTor, vba.ber the7 bo in CUJTODCT or othar fol'llt ot p&1Mnt , 

or whether l,n eou font ot credit . or v~nr poe•• •••• or hold.a atoc.ka 

or other ,.cou ablo aecuri.Uot in UDited Statet dol lar• o:uot declare Uloll 

w1 Ulin a certain per iod &Ad W>d.er 8Uch condl t1ono ae abUl. be eatabl1oba4 

bf a ro£U.llt1oa o! tha Minl.otq ot J'bu.co, 

'.!he Docl arat1oa in question m&f be required b)' a re£Ulat1oa of tha 

l!1DJ.otry ot Finance 1n r11pect o! the :l'w:>dt ~revlouol.J do!1ned which vera 

P• • ••uod or hel d in 8Z1¥ foro: wha\oon'er at doteo to be fixed b7 the 

ro£Ull t1on on w coadi t1oa, bonver , tbo t tha)' refer to no perlod prior 

:o ~~c.:'ber 1. 19}1; in W l.att·er C# ll, t~ deelare.nt r.r.at 1ntliut.e 
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WfU'T tru~M\1011 .tteote4 ••~t \o \be perlo4e 1a tuaU-. 

.a.ruo 1e !wo. !be t1lll4lo -u011e4 1a \be lii'•M41111 .Artlale 

ollell DO\ lie tile IILIIJMt ot lllll' ,......,.,. 01' oper&\1011 wl\Md pi.-ri­

a'll\lloriaUOII tr.. \be lllaln• ot n-. 
ArUole !brM, !lol lllale\17 ot l'iMKa ~ loT repl&UOII ~ 

tbo _...,... pron4e4 tor 1a \!Ia ~41Dc enlolea to t..u 1a oU.. 

torel~ ourreao1••• 

ArUole lo'lll', 1'1\llo'llt lii'•J'Il41o• \0 n .e applioaUon of IIOH -­

pooalUeo prori4e4 tor 1a \be peDal oo4e \lie ...... ..u., ot lat_,,._ 011 

U>a par& ot ottlolah or lllll' o\bel' per- otal'&e4 wl\11 \be l"'l41 a'liUi'F 

ot Pll'fOI'dllc mrlt oo-'M wl\11 \be llecllua&l- pr.rttM t• loT U. 

tor~t.ac Aniolu llball loa paalebo4 loT ~-' DO' •-4 eh 

DODtbo or a flaa 110, e81Mti .. pcnlllU la'P'laa ,_,F or llo\11. 

ArUele nn. 'l'ba fail'lll'e \0 .a a 4aolal'aUoa 4111'lac \be 111'~ 

eor1lle4 \181 or \be -.lclal ot tale~ 4aolal'aU• .a.ll lie p'llllhbe4 liT a 

t1u DO\ ••uM., pQ'CIII4e ID'P'lu ,_.,., 

It tile 'lioleUoa llae lien ll:aorlJicl.F ..-1Ua4 wl\11 \be 'lin \0 -

Ooall .. t\:m4a \11&\ llaft lle011 ...,laH<l. \be paal\7 .a.ll lie ~184 ' 

for DO\ IIOH Ulan \111' .. 110atloe or a fl• ot DO\ 1101'& \llaa pou4e 

IQpU aa ·two ba.1141'e4 or llo\b, 81pe4. BIJSDII SID! • Oalra, llpt•._ 7, 

1941. (la4 tn.aal.aUoa) , 

!!Iii OJ7ICUI. .J01DillU oonaS.tnc \lie to~l., h ao\ ;rn &'tailallla. 

!M •Uer lo llelQC 1aftoUp \e4. 

Copythbr:&e:9-l a-4l. 
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TREASURY DEPARTMENT 96 
INTI!ft.OI'I'ICI! COMMUNICATIO N 

DAn September 8, 1941 

TO Secre tarr llorgentball 

'"o" Kr, Cochran ../ i\1 F I D E NT I A L 

~glltered eter11ag tRnaact1ono of the report111C banko vera ao t ollovol 

Sold to coaoercial concern• 
Purcha.ee4 tro11 coaercial coneernt 

i:57 ,000 
£22,000 

Open market oterling re .. ined at 4.03·1/2, and there vert no r eported 
t rADIAC~ lone • 

Zbo Arsent ine troe peoo, Vbich baa been quoted in the neighborhood ot 
.2373 dllrill& the p&at veek , hoprond to a clooing quotation of .2380 tod&r. 

In 11ev York. cloaln& quota t ions t or tbe to"1C:D eurre.a.c1et liatsd below 
vere • 1 toll ova: 

Canadian dollar 
Brazilian ailreie (free) 
ColoMbiAn pliO 
Mexican pliO 
Venetu.lan boli•ar 
Uruguayan peeo (free) 
Cuban puo 

10-3/~ diecount 
.0505 
.5800 
.2070 
.2750 
.4lloo 
1/21> clbcount 

!be Chaoe National Bank 1n »ev York recei•ed ceble adYicoo fro~ ito Sbanch&i 
o'tlce thll norning reportinc that !lev York b&Dk branch .. in that center ver~ onl7 
trenoecting buoineeo at the official rote, vitb the .. rket in clollaro being quoted 
at 5-lN to 5-J/81. Sb&Jl&bei ' o unofficial exchange lllll.r ktt in dollAoro and oterUIIC 
.. , reported t o b&Ye been clooed. LBte t hio afternoon, the State Department t or­
Wt\rded to uo a cable oent tro,. Stwncb&i toda;< b:T t he American Consul Gene.-1, vhich 
contained tho tollovingl 

'Free or bl~ck foreign excb&nte MArket ollop•ndtd oporationo thio 110rninc 
and licenaed bankl not tolling exchange at &ft1 rate pending receipt of 
further inotruct iono troa the StAbilisat ion Co~ittee at Bong Zone but 
vill bur at 5 3/81 and 3 5/32 pence.• 

Thoro vore no pllrcbaotl or aaleo of gold otfoctocl b7 uo vitb toreicn count r i eo 
loUJ, 

Under OenPr&l L1cenae No . 70 , and i n accordnnco with & Treaaury licente 
lllldor the Gol d Reaorvo Act , tht Federal Raoerve l!llnk of llev York ef fected tho follo"­
lns t ronoter of gol d 1n ito vaulto t odar: 

• • 

• 
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$1,700 ,000 troa the laU: ot Por hpl1 a Gold Aocowot 0 t o the or41D&J'T 

aoooUAt or t he JaU: ot Portucal. Gold 1n Aocowot 0 1a the 

propartT ot the Portucu-aa GoYa ........ t . 

fbe !luk or Port..,al otata4 tbat U bad pvchaaad the a'bon .. owot ot cold troa tba 

ao.0,.,..oat, with JIITMD.t be to.c aa4a 1n doll.&ro . 

Tho Jodorol S.oarYe Balik ot lev York reported tbat thl Baalcero TJ'Ilat COJ!P1117, 

Loodon, ob1ppe4 $}0 ,000 1n COld f r oa Jo.clao.d to ih head offiCI l.n llow York , for 

oalo to the lfev York AaMT Offioo. 

In Loo.don, opot ao.4 t o.....u-4 ailnr WH apl.n f1u4 at 2}-l/2d ao.4 2}· 7/164, 

reapoot1Yol;r. 'rho 11n1to4 Statu equba lanh voro 42.671 ID.d 42.55~· 

tho 'l'ra&oUJ"T1 o purcbeoo price for f oHicn aiber ,., unchuca4 at 35tl · ilaD4T 
and !!&_,. , , oatthMnt pri ce f or f oH ip ailYil' •• alae WICIINpd a t }4-}/41. 

ilo made two pwcbaoeo of nav prodUiltion ailn r totaliDC 100 ,000 oW>.ceo Wldor 

the SilYor Pwchloa Aot. 'l'h1a oilYer, which ,., 'bo\ICht for forvar4 4elinr;r, -

!rca Ylr 10lll !oro1111 COW>.trlu , 

CONFIDENTIAL 

' 
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CORIJ!II'lW. 
~. 

KlLI'tA!Il' IJm.LIQDC'l! DIVISIOJI 
v .&ll D!P .AII1'ICift 

Vuhincton, September 8, l9U 

I!O'iiOI 

Dn.Um LZSSOJS :a~LIB!IW 
Bo. 155 

G-2/ '¥>57-235 

'the information contained in thlo oorleo ot bulletlno 
vill be reatricted to ltemo holD ottlcial oourceo which are 
reaoonabl7 confirmed, !he leoeone neceoearil7 are tentati•e 
aD4 in no aenae mature atwilea. 

'ih11 doCUJDent 11 beiJIC Chtn Nl tl'l)rOYed d1ttr1 bini on, 
end no add1 tlonal cop1ee are &'failable in the M111 tary Intel­
llcence D1Y1aion. J'or prorteione COT•rnine ito reproduction, 
tee LaHer- 'UG 350,05 (9-19-40) "-~II. 

OBSZI\V .t:riOl!S Olf W T1WHWO Ol GEI!IW! IOU!!! 

SQ!!J!CI 

98 

Tbeae obeer-.ationa are bRaed on a report oubaltted No•ember 18, 
1940, b,y an .American official obeer-.ar in llorlln. 'ihe;y constitute 
another one of that aerieo of bulletint illuotratinc oome of the 
principle• ot German military le&derohlp; 'ientatiYe Laoaono Bulletino 
Noo. 145 end 149 vere the earlier oneo ot tha eerieo. 

QO!!lil!ljl!'lW. 

-1-
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CO!IllliBIIT!.AL ·. 99 

OBSDV.A!!'IO!i$ 01! TRii WI!ini'G Ol OD!Wi TOU'l.'l! 

Tho strength of the Hitler Youth movement is usuall y oatimatod 
ao a political fact or. jpo.rt, however, from tho poli tical side , and 
o~ually important , io the early trainin& i n military leadership 
brought about by the movement. 

The Gorman child ia raiaed on a military tradition. War 1a 
a German industry. The amall children- oven tho little girla -pl ay 
vitb toy aoldiera and cannon. They know tho military world like tho 
ch1ldren of circua fe.miliea know the circua; that world 1a a part of 
their lifo • 

.Lt ton years of 11f10 both boya and Sirla receive their first 
or~;u.hed tra1a1ng uniform, that of the b.D& !21& and the lil!a& ~. 
!l'haae ort;anlzations eorreapond roU&hly to our Boy Seouta and Girl 
Scouu; tho tra1a1nt; in theD contiauea tor four years. 

When those young people are between tho agoa of 14 and 18, a 
nov uniform is issued, and co~aory tra1nint; ia carried out by 
C>Cmbora of t he l!ational Soc1alht J>arty. Tho boys are then known aa 
~ Jugend, or Hitl er Youth, and tho girle aa ~ !leutecber 
KAgdchqn, or German Girl•• Organization. 

normall y , at 18, - though thia ago 1a not definitel y fixed be­
cause of school schedules - boys of tho ~ ~ and girls of the 
~ Deuttcher !k}edchen enter the Afbe1ta41enat, or Labor Sorvico , the 
boya for aix months , the girla tor ono year. 

Por the boys, the next atcp it two year•' military service; 
for tho girls , a corresponding national aorviee . 

It 1a a eerioua matake to believe that thio lont; trainint; for 
war creates mill tary 8lltOQtona. lnl\ead, i t aeoma to han ~ui te tho 
contrary effect . Observers hove aoen anough of that early training to 
baco,.. convinced that it 1a developing aolt-rellant and quick-thinking 
leader a. The Gorman has decided u;>en a war tocbai'!ue that 1a nov 
universally t8llght and eJll!)loyed in Oorcll•ll¥: only to the extent of ita 
universal &,pplication can t hh training be conaidered mtomatic . 
Greet latitude is given leadore; independent action is encouraged . Tho 
toola ore always the same , but ekill and voroatility i n their use ia 
encouraged and demanded. 

Some very intereoting oxerciaoa by the ~ ~ vera 
oboerved not long ago. One exorci se that atood out particularly at a 
tine example of training in leadorahip vas CIU'ried out on a SUnday 
morni ng during October, in Grdnewald Foroat. 

CO!!fli!Ell'rW. 

-2-
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CONJII!IlrgW. 
1.00 

Tvo gr~o, one of rdxed ~ ~ and .lllll& !21k, thirty 

atr ons, and tho other a oimilar group of twenty-two cyclists on eleven 
• bicycleo, marched into Grunewald Joreot under tho command of a Bltlor 

youth. 1'h1o boy appeared to be fi!teen or 11xteen year• of ~~&e. He 

b&lted hie col:l>&Dd, dreaaed it with lldU and prech1on, and announced 

hie miooion in a clear and definite manner: 1 The one~ io reported 
• 

advancing from eouth to north through Grunewald Foreot. At oeven 

o'clock it """ reported to be entering----. ~ miaoion 1o to 

determine at once, and report to ho&dquartero , the pooition and activity 

o! 1 ta advance unlt.a . ~ aector 1a --.0 

It will not be noceosary to go into the young commander'• eeti­

cate of tho situation and hio order• to hio oubordinatee. They would 

ben dona credl t to & pr ofeltion&l &n:;)' oftlcer. 'l'hat boy, ot1U two 

or three yeera frOJ:I act he oervice aa a private in tho arey, waa able 

to eatimate a difficult aituation, and or ganizo and put into execution 

& rather complex plan to car-ry out h11 miaalon on a aoctor neorl;y 1 , 000 

Deters vide. Tbia demanded an extended aor1oa of rapid fire ordors. 

It vao 01'1dont t hat he had control of hie boya. A continuoua atre8l:l 

of bicycle meaeongore carried report• from advance unita to the le&der 1o 

post. Ho, in turn, aent troquent written moeeagea to aome poet to hie 

rear. 

The observer ""' frMkly amaaed at thh perforlll8llce and a;;>ent 

the entire morning with this grou~. To be ouro , there vae a certain 

amount of l&w:lling Md horaeJ>le,y among the boy a. Thh wne not ro­

preesed: but any lack of attention to duty called forth immediate and 

aevere re'bW<e troll t he lea!ere. It vaa evident that the younsater in 

charge vaa on hie ovn. Somo other mean& muet have been provided tor 

checking up on how well that youth~l coooandor had accom;;>liahod hio 

minion. 

Tva of hit unite - ono boy each - failed to follow inotructiona. 

Some wore lost, and some h8d difficulty in r eporting clearly what they 

aav: ••~• failed in their ind1v14unl mieeiono. But the boy lendor did 

not fail in his. l'inally, he skilltully roc&lled all units, ~~~~>rched 

the;, to the rear, and very ably praiaed and criticized inditcidu&l 

perfor~UMco . 

On the whole , it waa a remarkable domonetration of how Gorman 

DiUtary le&derahip 1s denlo;>ed. It augoatod the follovin& llluetr,... 

Uon: 

OOli'?lDlP'TW. 

- 3-
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CO!!flllR!TW. 

MILI'l'Al\X S!!IIVICI 

ltSl~lliSlD. .. 
Qti1CU:I , 
Rgaono 
2,,~~11:1 

liOnc2W>ii!~2Dg!l. 
2!!1QIJ:I 

Jplleted Men lp Armf4 l9reeo 

Military Diociplinc and Training 
Propaganda Control 

.Q.!.Yll< WI 

LobSlt Sorvico 

Military Discipline Training in Cooperation 
Dirocted Political 

Training 

Hitler Jou\b Or«tpi•otlgp 

Military Discipline Train11l& in Lea4erob1p 
~eical Train11l& Dir ected Zducation 

Ch1ldhog4 

liar Treditlona Hili tary Toye 

COl!fi!lEl!TI.Y, 
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RESTIUCTED 

G-2/2657-220; No. 487 li.I.D., :1.0. lltOO A. II. , September 8, 1941 

SITUATION REPORT 

I. Eastern Theater . 

Ground• Finnish forces operating north of Lake Ladoga have 
reached the Svir River . 

Hard righting, with few detalle, is reported along 
the whole front . 

The Germans continue to press t he sieges of Lenin-
grad and Odessa. 

6!!:: German Air Foree reported greatly increasing activity, 
especially against Soviet ground forces, fortifications, electric in­
stallations and tranoportation . 

Dive-bomber s repeatedly attacked the Lenin~grad defen­
ses . The Finnish Air Force reported th e destruction of 50 cars of a 
Soviet arnmuni tion train on the UUrmanek railwoy. 

II . Western Theater. 

Air : An R.A.P. attack, reported to be the heaviest yet made 
on that city, wa.o carried out over Ber lin. ll&nY !ir es were reported 
started. British att&cka ""re made on all airdromes from which Ger­
man night fighter• might have operated to protect the c ity. The naval 
base at Kie l and Oolo, NorwaY, were aloo scenes of operations . The 
east coast of Scotland and England received normal bombing attacks. 

III . lliddle Eastern Theater. 

~· llinor activity of no importance . 

~: Paler..,, Sicily, was the objective of an R. A. F· raid. 

I!ES'l'RICTED 

Regraded Unclassified



1.03 

TREASURY DEPAR~T 
Washington 

FOR RELI:.ASE, MORNING llEWSPJil> ERS, 
Tuesdny, September 9, 1941. 
9/8741 

Press Service 
No. 27-40 

'Che Secr etary of the Treasury announced last evening t hat 

the tenders for $100, 000, 000, or thereabouts, of 91-dny Treasury 

bills, to be dated September 10 and to mo.turt Dectmber 10, 1941, 

·~bien r:erc offtred on September 5, ;vere op'cned at the •·ederd 

ktst rvc Banks on September 8: 

The detP.ils of this issue ere ns follows : 

Total applied for - $439, 541, 000 
To t nl accepted - 100, 957, 000 

Range of accept ed bi ds: ( excepting one t ender of $26, 000) 

High 
Low 

Average 
l'!t i c tl 

- 99. 990 Equivalent r s tc approximat ely 0.040 percent 
-. 99. iJSl 11 11 11 0. 075 11 

- 99. 982 " n " 0. 071 II 

(31 ptrctnt of the amount bid for c.t the low price r;as accept ed. 

- 0 0 0 -

• 
.. 
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I am glaa to be here t onight to pay my tribute 

to the great work that New Englana i s aoing, like 

a!l other sections or the country, to arm America . 

I am glaa also that my host tonight is the 

Aavertl sing Club or Boston, ror the advertising 

profession 1s a mlgnty rorce ln creati ng public 

unaerstanalng . We cannot make ourselves the 

arsena.l. of aemocracy ana the aerenaer or rreeaom 

unless our people unaerstana the tremenaous issues 

lnvo.l.vea in this Battle for the World . In the 

same way, we at the Treasury snall tina lt more 

altficult to accomplisn our task or r1nancing the 

aerense program unless the pub.l.1c sees clearly the 

neea for greater sacrifice and tor greater effort . 

1.05 

• 0 • 
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In particular, I think that clear understanding 

1s needed 1t we are to avoid the economic evils that 

might otherwise spring from a defense program as 

great as ours, a program that is making such enormous 

demands upon our productive resources . The worst 

ot those economic evils has been constantlY 

uppermost in my mind as Secretary or the Treasury. 

That is the evil or inflation and that is the subject 

which I should like to discuss with you tonight . 

le have been talking about inflation ror a 

l ong t1me as 1! it were a threat r81110te from our 

daily lives. It is a distant threat no longer. we 

are racing 1t now ana we must deal with 1t at once • 

• Regraded Unclassified
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It we are selfish or shortsighted 1n racing 

this issue, the consequences may haunt us and our 

children tor years. But if we look at the problem 

with clear vision and firm resolve, we can beat 

this thing . It we keep always in mind the interests 

ot our country as a whole, it we provide promptlY 

the appropriate means and use them vigorously 

whenever necessary, we can prevent inflation from 

fastening its grip upon us. 

That task calls tor alertness and mental 

t OUghness on the part or everyone in the executive 

aepartments ot the Government, everyone in the halls 

ot Congress, everyone ot us here in this room and 

everyone Who may be l i stening to me tonight . 
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The word "inflation• is col d and lifeless, so 

cola that even you aavertising men here tonight 

might have dirticulty in making it real , but the 

t hing it describes is treacherous and cruel . 

Memories are so short that I suppose many or us 

have forgotten what happened the last time a price 

inrlation struck us 25 years ago . The streets or that 

inflation, however, lasted tor many years and brought 

untola heartbreak ana misery in their train. 

Let us look at tne recora to see what happened 

a generation ago . In 1916 the cost or living began 

to rise sharply but there were rew who saw its 

significance. 

I D '/ 

' 
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It was only when prices had r i sen by 70 per cent 

that President Wilson recommended any steps t o 

prevent intlation. In ract, the country was so 

blind to its dangers that as late a s JUne, 1917, 

congress actuallY hastened the rise in prices by 

reducing the r eserve requi rements ror member banks 

or t he Federal Reserve System. 

The consequences were so serious !or every 

American that there must be many housewives even 

today who can remember them. BY 1920, a ten-pound 

bag or sugar cost $2 .67, a dozen eggs cost 92 cents, 

a ten- pound bag or !lour cost 88 cents, a pound 

or butter cost 76 cents and a pound or pork chops 

cost 50 cents. 
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BY that year prices had skyrocketed to t wice the level 

ot tive years earlier. The money t he housewife paid 

ror one loa! or bread i n 1914 bought onl y hal! a 

loa! in 1920. The money she pai d tor a pound or bacon 

in 1914 bought only hal! a pound i n 1920. The money 

she paid tor a yard or cotton cloth was only enough 

to bUy 1/' or a yard i n 1920. The !am11Y with no 

i ncrease i n income round its purchasi ng power cut 

1n hal! . 

we have now, as we baa then in 1916, a moder ate 

rise in the cost or l i vi ng, a great r i se i n whol esale 

prices , and a still greater rise in the pri ces o! 

basi c commodities l ike wheat , hogs , cot ton and 

lumber. 

• 
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It is the rise in the prices or basic commodities 

that constitutes our red light, our warning signal, 

today, tor such a rise i s always the advance guard 

ot an increase in the cost ot living. 

I! we !ail to use the controls at our di sposal 

now, i! we tall to do the spec1!1c things whlch are 

1n our power to check 1ntlat1on now, i! we allow 

pri ces to go on rising as they d1d !rom 1916 to 1920, 

we may tlnd that !ood, ruel, shelter and clothing 

Which now cost a dollar will once more cost almost 

twice as much be!ore the process has ended. 

The rise in prices is by no means contined to 

!oodstu!!s and clothing . I have be!ore me, !or 

instance, the actual !1gures on the cost o! 

constructi ng a standard s1x-room !rame house 1n one 

ot our typical c1t1es . 
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This home that could have been built a year ago 

tor $6,000 now costs $7,140 to build . Here we have 

an increase in prices or nearly 20 per cent, and 1! 

it goes along the 1916 pattern, we are only at the 

beginning or the story. 

Not only is the cost or bu1ld1ng homes rising, 

but higher rentals are also on the way !or the 

millions who do not own their homes. In scores or 

areas where industrial expansion has !1rst taken 

hold, rents have already risen 10, 20, '0 per cent, 

and even higher. 

We traveled that road once; we must not 

travel it again. we must decide now, this year, 

we 1n Washington and you 1n the country at large, 

whether we shall have the common sense and det.erm1nat1on 

to avoid what we went through twenty- r ive years ago. t3, 
.,_c ~.r 
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Let it not be said or us, as David Lloyd 

oeorge said or his people in 1915, that we were 

"too late in moving here, too late 1n arriving -~-~ 

t here, too late in coming to this decision, too 
• 

late 1n starting nth enterprises, too late 1n 

preparing.• 

There is no excuse tor us to be too late 1n 

meeting this threat or inflation that races us . we 

now know, or ought t6 know, what i s going on; that 

i s perhaps the greatest difference between conditions 

today and in 1916. This time our eyes are open to 

the dangers that 11e ahead or us. '18 llOIJ know that 

the t ime to do something about intlat1on is before 

1t occurs, not after i t haS gathered momentum. 

Regraded Unclassified



• 
- 10- 1.1.4 

we 8bould profit by our greater knowledge and take 

prompt and effective action now. 

our econ~ today resembles an overloaded 

steam boiler . The tire under the boiler is being 

ted by billions or addi tional purchasing power in 

the hands of the public . The fire is growi ng hotter 

and is generating more steam than the b01ler can 

safely hold. If we are to prevent the boiler from 

bursti ng, we must damp down the fires bJ diverting 

spending away from those articles or coDI!loc11t1es 1n 

11h1ch there is a shortage, ~~.ctual or potential . 1Je 

must damp down the ttres also by 1ncreas1ng the now 

ot supplies or goods available to the consumer. 

• 

// 0 
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ie can, as I have said before, defeat thi s 

threat ot 1ntlat1on, just as we can defeat and 

destroy the forces or evil that have been let 

loose upon this earth. But we need to understand 

tbe 1aauea and we need to see clearly the consequences 

o! 1nact1on or delay. I should llke, therefore, 

to point out , t1rst, what we have done, and then, 

what we need to do, in order to atop prices from 

rising further . 

In the !1rst place, congress 1s on the point 

or passing a huge tax bill designed to rai se almost 

!our b1111on dollars 1n addltlonal revenue, thus 

withdrawing a great amount or purchasing power that 

competes with the defense e!tort . 

( 
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secondly, the Treasury in its borrowing program 

is trying to obtain as large a portion ot its tunas 

f 

as possible trom current consumers • income. 

Through a new torm ot note - the tax anticipation 

note - it is seeking to increase the effectiveness 

ot the income tax as a check on current purchasing 

power, and I am happy to report to you that more than 

a billion dollars • worth ot these notes were sold in 

the month ot August . 

The Treasury bas also begun a program ot selling 

De!ense savings Bonds and stamps to people ot 

moderate and low incomes . The people have responded 

to a tune o! a billi on and a quarter dollars i n tour 

months, without coercion ot any kind; and i n making 

that response possible the advertising profession 

has been ot truly invaluable help. -
• Regraded Unclassified
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The President has recently issued an order 

authorizing the Board ot Governors ot the Federal 

Reserve System to control consumers installment 

credit . 

The congress is considering, and I hope will 

pass without undue delay, a bill to limit price 

rises and to supplement the efforts ot the O!!ice 

or Price Administration to limit those rises by 

voluntary cooperation. 

All these are useful steps to a necessary end, 

but they are not enough . 

We shall have to tax ourselves much more heavily 

' next year than this year, great ana tar- reaching as 

the present tax bill will be . 

• 

17 ----1 !> ( ( 
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We shall have to invest much more widely and 

systematically in Defense savings Bonds and stamps . 

In particular, the rising payrolls or the past year 

have been a clear call to the wage earners or America 

to set aside a portion ot their earnings each week 

tor their own good and their country•s good. 

\'le may have to extend general controls over 

bank credit and create controls over selected capital 

expenditures. 

I hope that we may extend the social security 

program so as to increase the !low of funds to the 

Treasury from current income during the emergency and 

increase the outfl ow or funds when needed in the 

post defense period. 

• 

/II ---1 .j-00 
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• In ad<11t1on, I baTe &lnl.~ IQIP8tec1 tbe creat1on 
Ill 

• or What I bave called a ••parat1on wap• - tbat 1e, 

an ent1r9}7 runr !ora ot: contribution out ot: Which a 

worker 

his job. These measures would be 

espec.ially ! ecesB.ry at th1s tiM, tor they should 

help us to decrease certain rorma or purchasing now 

and increase thea in the t:uture when they lillY be 

needed. 

~ l'e mst, as I have sa1<1 J11U11 times, reduce 

nonessential Federal expenditures . We must also 

appeal !or economy in state and local government 

expenditure~d a curtailment ot: their borrowing 

tor nondefense purposes. 

.. 
• 
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The President pointed the way a month ago When he 

vetoed a bill calli ng t or '20 million dollars worth 

ot highway constructi on. By this action he demonstrated 

that there i8 a clear distinction nowadays between 

the spending that i8 necessary tor defense and the 

spending that can be postponed until a later day. 

The country should congratulate itself on the 

President ' s veto ot thi s measure, and also upon the 

Senate•s action only last week in approving the 

creation ot a Jolnt committee ot the taxing and the 

appropriating agencies or congress to study the 

possi bilities ot economy all along the line 1n 

nondefense activi t i es. 
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I have several tlllles suggested the creation or 111ch 

a comm1 ttee, an<1 I am very happy that my suggesti on 

has been adopted by the Senate at last. I hope now 

that the House will aleo approve the idea, because 

1t se81118 to ae that such joint action is the only 

sensible way to proceed it we are to cut the costs 

ot government and clear the decks tor defense 

spending • 

.Ul ot the measures I l'B ve so tar suggested 

tor combatting 1ntlation would attack the problea 

~ducing tlie damand tor goods now and by helping 

to bu1ld up a backlog ot purchasing po~rer tor the 

post war world. 

/ 
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BUt we should also attack the probl • !'1'011 the 

opposite direction. We must make every e!'!'ort to 

i ncrease the supply or goods available to the 

consumer wherever this can be done w1 thout :r-~ 
encroaching upon the de!'ense program. Above all, we 

rust mske run use or those supplies that are available, 

not only in defense production, but in the provision 

( or civilian goods Which do not caQpete with defense 

output . 

This is a time when we must !'latten the peaks 

and !111 up the valleys 1n our economic picture. 

It we reduce undesirable purchasing now and keep prices 

down now, we shall be helping to provide tor the day 

when these vast defense expenditures will end and when 

our defense workers will t ake up the work or peace 

ap:ain. 
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The moat errective way to prevent a damaging rise 

' ........ ' 1n prices is, quite simply, to release surpluses 

' ' !rom storage . 

p~ I wonder it the housewife knows, when she pays 

!1!teen per cent more than she did a year ago tor a 

' bag o! !lour, that our supply o! wheat is the largest 

on record, and that 498 million bushels ot several 

' ' years • crops are available in our neighbor democracy 

' ot canada. It is true that only three month.a ago a 

r1g1d quota was applied to the importation ot wheat 

!rom canada with the ultimate objective o! keeping 

up the price ot wheat in this country. BUt it is 

also true that only the other day the quota on sugar 

!rom Cuba was enlarged eo substantially as to absorb 

moat ot the reserv• stocks in that country • 
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It seems to me desirable and necessary that we 

now !ollow the example eet 1n the caee ot CUban sugar 

and perm1 t the entry ot Cana<11an wheat 1n larger 

volUIIIe . 

Here 1n this country we have large reserve 

stocks o! !arm products o! many kinds which should 

be released tor consumption as !ast as necessary to 

prevent unreasonable price rises. 

The Government now holds or 9fntrols seven 

million bales ot cotton 1n reserve, and cotton prices 

have risen !rom 9-1/2 cents a pound on August 1, 19'9 

to over seventeen cents a pound at the present t1111e • 

• Regraded Unclassified



- 21 -

In spite of this rise ot not tar from 100 per cent 

in two years, Congress recently sent to the President 

a bill to freeze government stocks ot cotton and wheat 

tor the duration ot the war, and thus to prevent the 

government trom disposing ot any ot the surplus Wheat 

and cotton it had acquired. The President promptly 

vetoed the bill because this measure would have 

aggravated the danger or inflation and might have 

frustrated our efforts to tight it . - -
We ought not to withhold cotton surpluses, or 

any surpluses, from the market in times like these . 

The housewife ought not to be made to pay a tribute 

to profiteers and speculators when she buys a cotton 

sheet !or her home or a shirt tor her husband or a 

suit tor her child. 
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~ 111111ona of people still go without the 111llt, 

bUtter and eggs which, according to the testimony of 

rooa experts and the dictates of plain common sense, 

are necessary to good health ana good morale. Yet 

the reserve stocks of butter, cheese, beef and pork 

now held in this country are rar higher than they 

were a year ago and rar higher than the average of 

the past five years. 

This has been historically a land of milk and 

honey. There is still plenty or milk and honey 

' but too aach or it is in the warehouses . Let's 

' ' ' make it !low. It we were to let it !low to the public - - -
we would not only help in keeping prices stable bUt 

we would be doing something even more important i we 

would be helping to make our people healthier and 

happier. 
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It is sheer folly from the .tarmer•s point or 

view to push prices up by creating scarcities in 

times like these . The farmers surrered cruelly .tor 

twelve long years after the collapse or the 1n.tlat1on 

or 1920 and 1921; they should not be made to su.trer 

again . 

It 1s sheer folly in the same way .tor labor 

" leaders to seek new increases in wages every few 

months - - new increases which in turn produce 

" higher manufacturing costs, higher pri,ces, and a 

higher cost o.t living. 

' It is short- sighted .tor a landlord to charge all 

that the tra.t.tic will bear in defense centres where 

housing space is at a pre1J11um. 

II 2.. --- -J l 'f 
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It is poor business, in the long run, tor any ,. 
businessman to seek exorbitant profits in this 

period or defense spending. 

" It is bad banking, in the loll& run, tor any 

banker to exploit the present d nd tor funds by 

' seeking to charge unreasonable interest rates. 

There are alway's selt1sll groups in any country 

which think they can prot1t t 
' ntlat1on. They 

..... ' 
are wrong. -

Inflation does more than merely to rob the 

wage earner or a portion ot his earnings. It does 

more than saddle the farmer w1th a load ot debt 

which he cannot repay. It ie more destructive or 

morale than any other single force. 

• 

/01 
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• Intlat1on d1T1des ~tr,y. It sets up proc:lllcera 

against· coiUIUDie~ workers ~net employers, the -
people Who owe money lig&inst the people to wham the 

money is 

8011-.JJrlity prot1ts trom inflation 

' 1n the long rwi-'-'iQI~l the Three Horsemen - the 

' ' ' ' ' ' speculator, th• Profi teer and the Hoarder. 

we Americans have more than 150 years ot 

salt-government behind us. We are a mature nation, 

ano we should be able to tace up to our responsibilities 

as mature men and w0118Jl. MY plea to you tonight 1s 

that we should learn trom bitter eXPerience . MY hope 

and my bel1et is that no group among us - Whether • 
tarmers, working -.n or business men - shall be 

tempted by the illusion ot selfish gain into allowing 

prices to r 1se unchecked. 

' 

llf_ 
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?~The cost or 1D!l&tlon 11 too l'U1Dolla to pnclllOC' 

and co118\1118r al1ke tor &1170118 1D authority to tolerate 

it now. I can gin 7011 oD17 th1a pleap - that thla 

....... 
.ldm1n1atrat1on will Clo PW7thllll buwn17 poaa1ble 

to prevent 1D!l&t1on. Bllt 111 th1a t11bt the 

' ' .lda1n1atrat1on lllet have the !11'11 support ane1 the 

clear understanding ot 1'0 m1ll1on Americana behind 

1t. If we have that support ana that unC1erataDCl1ng, 

I know that we Bhall not tan. 

71. 
0 
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8:55 P.M. RADIO STATION WWDC 

ANNOUNCER: Secretary of the Treasury l!orgenthau 
tonight warned that the nation is 
under immediate threat of inflation. 
He said, ~e must deal with it at 
once." Worgenthau ca!ls upon 
laborer s, farmers and business men 
to burb thei r desires fo r higher 
wages and profits . To guard again&t 
inflation, the Treasury Secretary 
says t he nation must be taxed more, 
spend less, save faster and submit 
to increased regulation. 

9:45 P. l!. 

ANNOUNCER: 

RADIO STATION WJSV 

Secretary of the Treasury Morgenthau 
said tonight that the nation faces 
inflation and must deal with the 
problem at once. Speaking in Boston, 
he said laborers, farmers and 
business men must curb their desires 
for higher wafes and profits in t he 
interests of he nation's welfare, 
The public must be ta.xed more, 
spend less, and submit t o additional 
regulation, he declared, •bile 
saving faster . 

Morgenthau proposed two points for 
combat ing inflation . One, by 
curbing damands for commodities, 
regulation of installment credit, 
higher taxes and increased savings. 
Two, by price control through the 
release for consumption of all 
commodi ty surpluses, particularly 
farm products as far and as fast 
as necessary, to prevent unreasonable 
price rises. 

• 
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Korgenthau renewed his plea !or 
reduction in non-essenti al Federal 
expenditures and !or econo1111 in 
both Federal and State governments. 
He endorsed President Roosevelt' s 
recent veto of a bill to freeze 
Government stocks of cotton and 
wheat. Morgenthau said it was 
sheer folly, from the farmers • 
point of Tiew, t o push prices up 
by creating scarci ties in t imes 
like these. He likewise criticized 
labor leaders for seeking new 
increaaea in wages every few 
months, i ncreases which he said in 

· turn produced hifher manufacturing 
coats, higher pr oes and higher 
li Ting costa . 

10:00 P.M. RADIO STATION WINX 

ANNOUNCER: In Boston Treasury Secretary Henry 
Morgenthau, Junio~ t onight propoeed 
that the Government ' s huge farm 
surpluses be released for consumption 
as a primary means of averting 
inflation. Releases of cotton, 
wheat, but ter, cheese, bee! and 
pork, Secretary Korfenthau told 
the Boston Advertis ng Club in a 
Boston address, simultaneously 
would stabilize prices and improve 
the national health. 

11:00 P.M. RADIO STATION ?N.AL 

ANNOUNCER: Treasury Secretary Henry Morgenthau, 
Junior, t onight proposed t hat the 
Government ' s huge farm surpluses 
be released for cona~tio~ as a. 
primary means of avert1ng 1nflat1on. 

• 
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Release of turplus wheat, cotton, 
beet, pork and other food surpluses, 
Kor genthau told the Boston AdTertis­
ing Club, simultaneousl Jwould 
stabilize prioes and iaproTe the 
national health. 

"This has been h1storic&ll7 a land 
ot milk and honeJ, "Korgenthau 
aaid. "l'here 1a at111 plent1 ot 
milk and honer but too 1111ch of 1t 
is in the warehouses. Let ' a 
make it tlow. • The Treaau17 
Secretar;r said the nation 1a now 
facing in.tlation and 1111st de&l with 
it at once or the consequences 
lii&J haunt us and our children tor 
years. He said there is no single 
foro• more deatruotiTe of morale 
than intlation. It will ultimatelJ 
benefit onl1 the three horsemen-­
the speculator, the profiteer 
and the hoarder. 

12:00 Kidnight RADIO STJ.TION WJ.L 

ANNOUNCER: Treaaur, Seoretar;r Korgenthau 
proposes tonight that the GoTeruaent•s 
huge tara aurplusea be released 
tor conauaption. This, he said, 
would be a pri.mar;r meana of anrting 
inflation. Release of food stores 
f rom ·~•houses, Yorgenthau said, 
would simultaneouslY stabilize prices 
and impron the natlon&l he&l th • 
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7:00 a.m. RADIO STATION WINX 

ANNOUNCER: Boston: Secretary Yorgenthau 
Jr. of the Treasury Department 
proposes a huge farm program. 
Says t he Secretary of t he Treas­
ury, "This has been hl•atorically 
a land of milk and honey. There 
has been plenty of llllk and honey 
but too much of it is in the 
warehous~. Let ' s make i t flow. • 

7:30 a.m. RADIO STATION WSSV 

Luke Connor: .-a Treasury Secretary Korgenthau 
suggests that farm surpluses be 
released to combat inflation . 
Korgenthau told the Boston, Massa­
chusetts, Advertising Club last 
night that wi thholding surplus 
cr ops contributes to unwarranted 
price rises . 

Senator Ellender of the Louisi:na 
Democrats chargee that the Govern­
ment should not penalhe the Amer­
ican farmer to curb prices • 
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TREASURY DEPARTMENT 

INTER OFFICI: COMMUNICATION 135 

o AT& September 9, 1941 

Secretary Morgenthau 

l!r. Kuhn 

Mutual Broadcasting System stations in the following cities 

will carry your speech at the time you are delivering it : 

San Francisco, Calif. Akron, Ohio. 
New Orleans , La. Wilmington, Del. 
Boston, Mass. Lincoln, Nebr. 
Portland , Oregon. Canton, Ohio. 
Seattle, Wash. Oklahoma City, Okla. 
Rochester, N. Y. Albany, Georgia. 
Raleigh, N. C. Harrisburg, Penna. 

Tulsa, Okla. Augusta, Maine. 
Bangor, Maine. Charlotte, N. c. 
Winston Salem, N. C. Greenville , s. c. 
~erced , Calif . Syracuse , N. Y. 
Columbus, Ohio. Dallas , Texas. 
Norfolk, Virginia. Albany, N. Y. 
Spr ingfield, Mass . Hartford, Conn. 
Mobile , Alabama. Waterbury, Conn. 
Emporia, Kansas. Fall River , Mass . 
Scranton, Penna. St . Louis , Missouri. 
Olympia., Wash. Knoxville, Tennessee . 

Eot Springs; Arkansas . Jackson, Tennessee. 

Jefferson City, Missouri . Lexington, Kentucky. 
Ogdoni Utah. Minneapolis, Minnesota. 

Buffa o, N. y , '':indsor, Ontario. 
Philadelphia, Penna. Suierior, Misconsin. 
Baltimore , Md. At anta, Georgie . 

Louisville , Kentucky. Tacoma, Viashington. 

Indianapolis , Ind. 
Little Rook, Ark. 
Jacksonville, Fla. 
New Haven, Conn. 
Spokane, Wash. 
Denver, Colorado. 
Wilkes Barre, Penna. 
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The following stations will broadcast your speech from 
a t ranscription later in the evening: 

Ne" York, N. Y • 
Chicago, IlL 
Washington, D. C. 
Clevele nd , Ohio. 
Binghamton, N. Y. 
Pltt8burgh, Pa. 
Omaha, Nebraska. 

Birmingham, Ala. 
Chattanooga, Tenn. 
Pittsfield , Mass . 
Hollywood, Calif. 
Des Moines , Iowa. 
Roanoke , Virginia. 
Austin, Texas. 

The foll owing have refused to carry your address , 
presumably because of commercial commitments: 

~chester, N. H. 
Elmira, N. Y. 

• Regraded Unclassified
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September 9, 1941. 

~Oi!.'JIDUhi FOR THE SECRETARY'S FILES: 

A meeting relative to the administration of Executive 
Order 0389 was held in Mr. Foley ' s office at 4 p.m. on September 8 
1941, at tended from time to time by the following: ' 

Messrs. Foley (Chairman), Pehle, B. Bernstein, Cochran, 
\'inite, E. U. Bernstein, and Timmons for the Treasury; loiessrs. 
Acneson, Fisher, Luthringer and Ylller for State ; Messrs . Shea, 
iiree~er, Jurenev and Swydler for Justice; and Ur. Gardner of t he 
Boara of Governors of the Federal Reserve System. 

Reference was made to a recent l etter addressed to t he 
Treasury by t he State Department, relative to the release of funds 
from }' rench blocked accounts in the United States for the purchase 
of merchandise under the North African agreement . The French 
Financial Attache estimates the total yearly expenditure will be 
approximatel y $44,000 ,000.00, and he has requested an i.lllmediate 
release of $5 ,000,000. 

Further reference was made to t he license allowing the 
transfer f rom French blocked funds of $100 ,000.00 , in payment of 
the expenses of the French State in China for the month of 
September. This license has not as yet been grnnted, and it was 
a~re ed that no action should be taken thereon until the question 
of the renewal of such license has been f urther canvassed in t he 
State Department . 

lir. B. Bernstein poi.nted out t hat under t he Spanish and 
Portu~ese General Licenses, strategic materials, including fuel 
oil , gasoline and lubricating oils, may be purchased and shipped. 
In vi ew of the increasing Axis shortage of t hese products , . 
P~rticularly lubricating oils, Mr. Bernstein sugge~ted that 1t 
nught be advisable t o modify the General Licenses 1n ?rder that 
we may individually examine each shipment of merohandue to 
Sp~in and Portugal before it is made . Yr. Acheson is to take 
tlu o mat ter up in the State Department. 

t 

• 
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A lett er haa been received b7 the Treaaury Departaent 
from Assistant Secretaey of State Brecldnridge Long, requesting 
that Prince Colonna., the Ite.lien .Ambaasador, be e.llowed to dre.w 
$1500 in cash monthly from his e.coount free from supervision, 
It appears that the American Ambe.ss&dor in Rome ia e.llowed to 
draw his entire monthly e.llotment in cash without reports. ).{r, 
Pehle pointed out t he.t the Treasury Department could not be 
responsible f or policing the expenditures made by foreign 
diplomats in the United States unleaa &dequate reports were 
required. J.!r, Aoheaon said the State Department was anxious 
that the Italian Ambassador's license be modified as requested, 
in vi ew of the faot that he has already been informed that euch 
action will be taken, In view of this, the Committee agreed 
that the license should be amended. 

J.!r , Pshle informed the Committee that two applications 
filed by Standard Vacuum Oil Comp&Df are presently pending before 
the Foreign Funds Control. One of these applications involves 
the ~ayment of $557 ,000 from the blocked account of the Yokohama 
Spec1e Bank, New York, to Standard Vacuum, an amount representing 
approximately one-quarter of Standard Vacuum' s blocked yen 
balances in Japan. It also appears t hat Standard Vacuum has 
informed the Japanese that i t will ship no more oil to Japan 
froa the Netherl ands Bast Indies unless t his p~nt is effected, 
It has also been pr oposed that for future shipments of oil from 
the Netherlands Bast Indies, t he Japanese will effect p~nt 
out of guilder balances to the Dutch Exchange Control authorities 
who will in turn pay out dollars to Standard Vaouum in the United 
States, These two cases will be discussed at the next meeting 
of the Committee, 

The Committee agreed that tel egrams should be dispatched 
to Hawaii and the Philippine Ielanda drawing the attention of the 
Govern?r and High Commissioner t o the deairabilit1 of f ?llowing a 
l i cens1ng polic7 with respect to Japanese banks which w1ll conserve 
the assets of such banks to the end that they will be able to meet 
their liabilities from assets available to them. 

• 
--- ~-~~--
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Mr. White referred to recent reports about Switzerland 
becoming increasingly useful to the German eoono~ey" , and raised 
the question as to whether we were in any way aiding SWitzerland 
to help Gel'!DAilY• Mr. Acheson said that he would obtain a report 
from the State Department on what SWitzerland has been receiving 
in the W&:f of merchandise , and a joint mem.orand11111 will be drafted 
considering the whole problem. 
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OfFICE Fill D1E1tCENCY ~ 

DIVISION OF DEFENSE AID REPORTS 
WA5GNCTOH. D. C. 

Sopt .. bor i, 1~ 

J'Cil YOUR IIIJ'OIIH.lTIOii 

To: 'l'ho Socrot8>7 

l'roml PhlUp TOUDg 

'l'ho !ollovl~~g iD!'orDiltlon h tr&1181Llttod to JOU at tho 
roqu.ot of Mr. Stottlniuo, 

In accor4anco v1 th tbe arran,so•Dto ma4o at tho con­
roreDCo hold 1D JOUr o!flco laot 'l'huroda:r, SO]lt .. bor 4th, 
" 11)pplomentlll"7 -tint; vaa hold 1n m:r oftlco Monde;r 
llltornooD, SO])tombor 8th, t o dhcu10 ......,, end • ....,, of 
oxpodltlns l ond-loaoo procedure . ProooDt voro, Mr. l . B. 
Stottlnluo, Jr. , Mo10ro. Mack and Rohlaendor of Troooury 
ProOurOIIIODt , Mr. MIU"tiD of tho Bureau or tho Jlwl&ot, 
Mr. T oung, and Mr. 'Buclde7. 

Tho diocuoolOD erplor ed all &Jl&lOI or lond-10110 
oporatl ono lnoofar ao the7 concern Troaour7 Procur-nt 
actlYi tloo. Tho prlnc lpal e.aolo vaa placed on ve;ro and 
.....,., o r opoedi!lf; u:> actloD, ~ to tho lD•ootlcatloD 
vbl cb tbio ottlco had -.do c!urlD« tho per iod botwooD the 
tvo coDforoncoo, ao vall ao to oupploaontar7 lnTootlp­
tlou b7 Mr. Mack, 1t 4o•oloped that thoro Val no ono 
opoclal polDt of dolq, Bather tba ~aUTO lac Val 
nado 1q> of oaall dolqo hero and there both 1n tho DlTl­
tlon of Dofenoo lid Rworta and 1n tho Troa~ury Dopo.rtceDt. 
'l'bh vao trool7 admit t-;.,_ b7 all partloo coDcauod. 

Duo to " nov orocoduro vblch tbh Dl•lolon 1o about 
to lnltlAto on tho- baoh of tboroUS!I otudy oxtondl~~~t onr 
tho p&ot tour vooko , the tlao to ooouro olloc&tlono troa 
tho Pr ooldont vlll be cut to tour 4&71. ADT coaal.taonto 
vhich 1t lt deelrod to uko bo!oro ouch an allooa\lon call be 
.. cured ""*' be pl..cod a&alnot tho Trouury hocureaoDt lond­
loato TOTOlYiDg fund. 
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TREASURY DEPARTMENT 
PROCUREMENT DIVISION 

145 

WASHINGTON September 10, 1941 

.! •. O.tA!lD11 TO TilE SECRETARY: 

At your instigation and upon your insistence I have gone 
verv thoroughly into the lll8tter of t ime required to lll8ke lend­
lea~e purchases handled by the Procurement Division with a view 
to expediting all possible . 

My memorandum of September 4, 1941, prepared in accordance 
:r:th your req~e~t. of the same date, stat~s in substance that a spot 
check of requ1s1t1ons showed that approxllll8tely 30 days are re­
q"i red before we are authorized to lll8ke purchase contracts . 

I met with Mr . Stettinius and others Monday afternoon of 
tds wee.c, as arranged by you, to discuss expediting the procedure . 
As a result the following procedure is now in ef fect: 

Average Time Required 

(1) From date of requisition of British 
or Chinese Suvply Agencies, routed 
throuvh the D1vi sion of Defense Aid 
Re ~orts , to receipt in Procurement 

(-) OP: examination for availability, 
priority rating and clearance to Pro­
curement 

(S) 'i'ir:e requi red for rout ine purchase 

2 days 

7 de.ys 

7 days 

Representatives for the. Division of Defense A~d ~eports 
h1 ve stated tha t fund authorizat1ons will be secured Wlthln four 
.lays, accordingly, with this reduction in time, we will be_ able 
to star t our purchase negotiations as the fund clearance w1ll be 
received before forlll81 commitment is required. Hence, both pro­
cedures 1'1ill be simultaneous under t his proposed plan. 

The revised procedure will reduce the average t ime re­
quired heretofor e of 42 days to a total average time of 16 days. 

( a on)[..~ 
~ r of Procurement 
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Soptoabor 10, 1941 

IID£0fWiDU)( TO THE Si CRITARTt 

it JOur lnatigation and upon JOur inaiatonco I baYt 
sont nr1 thorougbl7 into the •thr ot u .. required to 
make lend-ltato purchaa01 handled b7 the ProcW' .. nt Dhillon 
wi th a Yltw to expediting all poaalblt. 

lfJ -orandua of Sept•bor 4, 1941 prepared l.n 
accordance wlth I OUJ' roqvoat of tbl .... da{o, etatea ln aub­
atanoe that a apot check of J'Oqulai U ont ahowod that approti­
•hl)' 80 da71 aro required betoJ'O we art authcrllod to aakt 
purchaat contracta. 

I .. t with ~. Stottiniua and other• Monda{ afternoon 
ot thlt week, aa arranged b7 7ou, to diacvaa expodi inc tbo 
procedW'e • AI a r0111lt t he following procedure 1a DOW lD e fftct I 

(1) Froa date ot roquiaition ot Dri tiah 
or Chin••• Suppl7 1gonclea, routed 
through the DiYiaion ot Dotonat 1id 
Roporte, t o rocolpt in Procur .. ent 

(2) OPK txaalnatlon tor nailablliq, 
priori t{ rating and cl tal'aJiot to Pro­
CW' II!ltn 

(3) ftm. required t or routine pW'ohaao 

iYtrago fL.. Required 

2 daJI 

Roprtaentat1Yoa tor tht DiYiaion ot Detente 11d Report• 
han atated tbat tvDd authoriaationa will be tocurod w1 thi.n tour 
dtJa, acoordi.ncl71 with thb reduction in tl.ao, w will bo able 
to atart our purcuao nocotlatlou u tho tad cl•ranot will bo 
receiYod betoro to~1 ca..itMnt 1• required. Bonoe , both pro­
oedurta will bo at.ultanooua under thit propotod plan. 

Tho roYhtd procodurt will reduce tbo anragt u .. re­
quired htretotoro ot 42 da1• to a total aYerac• tL.a ot 16 daJ•• 

(Sicnod) Clifton £. Wack 
Director ot Procur ... nt 

• 

-• 
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... t ... 10,11&1 

JIIII<JUIDCII !0 'nil SICUTMta 

1t ,_, la.tlptloa u4 .,.. ,... lulat...a I ••• 
pi •err ~ lito t!aa .u .. or tS.. Petunl t• 
ake 11114-leue pvobuea bu41.a ~ t!le Pl'oo•-t Dhhlea 
wl th a Yld to aape4ltlq aU poul\1e. 

IIJ ... Pu4~a of Sept•ber 4, 1861 pPtplnl 1a 
IIOOI'4ucl witb JO'IIP l'tq11elt of till - ale, etat11 b ... 
etue• that • apot obeei et ••ultlou all 1 tMt .,....1-
•t•ll 10 UJI &PI Ptta1N4 MfOl'e •• IN aatlulrlHcl to .Ue 
pveMII OODtNOta o 

I •t •ltll Mr. Stettlal• u4 otb .. lloDaQ attePHOa 
of tbh •tk1 u IPPIII&.a bJ ~. to 41•••• upell\U, tM 
proo.aure. &a a Penlt till te11wlq prooe4'11Pe u - la effMta 

(1) J•a. 4ata of rttulaltlOD of Brltleb 
or Cbluae SupplJ !aeaol••t rout.a 
tbrou&b tbe DlYlalOG of o.r .... !14 
Repone • to reoelpt 1a Proov•ut 

(8) OPif nwel•tla. tor anllabllltJ, 
pPlOl'lU Ntlq u4 tlMI'UII to Pro­
ow••\ 

(I ) ts.. PtqulN4 foP l'fttlM ....... 

, ...... ,, .... lP .. 

a.,. ... tattn• tw the DlYlll• of o.r ... lll a.,.rt• 
ben atatel tMt t.l a•U..latl .. wU1 be ...... w1'"- tev 
ta,.1 lloorcl';e!£.!1th ~. P.aMtl• la tl•• • will be able to nut ftl' 1 Mptlatl .. aa tba t.a ol ..... • will be 
reoah.a betoPt t..-1 oa-lt.at 11 ••b.a. llaMe, betb pro­
ot4UPII will be at.llt&alcNI ~Mar ~~ pPopole4 plu. 

fta NYll .. pP .... UI'I will ...... till IYIPICI tS.. PI• 
tu1N4 hePetotoPI ot t1 a.,. to a total IYIPIII tS.. ot 18 ..,,, 

( Sl&~~~.a) Clltt• I ... k 
DlrMtw ot Proovt •t 
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, .... a._....,....~ 
Proft~t »iYhloa 

···~-- h pteabu 10, 1941 

OIOIAIIIlCIM TO TID o.autAUa 

At :rour inatl1etioa en4 upOD :rour lneieteoce I boTe 
lOll' nrt tboro\l&h4 into tile llllltter ot t1me reQuired to melee 
luad·leau purolleue llen4led b)' tile Pro~Nr••t DiYhioa witll 
a rtew to u pe<l i t1111 all po .. lble. 

ICr •-azu!- ot Sept•ber 4 0 19410 prepared 1a .._ 
coNt.IIOe wi\11 JtNZ reo_ueat ot tbe eaae elate, etatee 1a eu...,_M 
~lla~ a apot olleok ot requle1Uoa. ebowed tbet a ppro11aatelt' 
)0 4811 ere required betare we are autbor ls .. to aake .,.rollaee 
oOAtii'&CU • 

I aat witllllr. 8tettia1va 1114 otben WoocSq a nenooa 
ot t bSI weelcl e a arr&~~& .. b)' :ro.0 to 411oue u pecS1tilll tbe 
prooecSIIJ'e . a • reavlt tile toll-111& prooe41are le now la ef• 
ttOtl gvye .,,. a ,, .. 

(l) Jroc date ot reqvhltloa ot Brlthll 
or ObSna,. 8uppl7 Aleaoiae, rout .. 
t broqb ~he DiThlOD or Det111,. A14 
Raporu, to reoeipt la Prow.r••• 

( 2) 0.1'14 eual111 tiiD t or aT&ilabill ~, 
priorltJ r.t1DC 8114 ol .. ranoe to ITo­
cur••• 

()) 'H-. rt<luired tor routine pvolaae 

2 dqe 

7 cSqe 

7 cSqe 

ReprlleD\etiTel tor \he DlYhloa or Derenae .6.14 Raportl 
bne a\cted \II& tu4 all\borlntlODI will be ,.oure4 witllia t~ 
48JI, aooo1'4i11117, w! til tllll r .. aoUoa la tlal, we will be able 
to Uart tNZ pvrolleee a.,oUaUODa ae till twa4 olearaaM will 
bt reoehed before tomal -.~.._, 1e requlr... s.aw, botll 
procec1ur11 will be et.alten-• IUI4er tllle proposed pl811o 

Tbe rtTiaed prooedve will re41aoe tbe eTere&e t1me re­
quired beretotore ot 42 4qe to • total aYerace tiae ot 16 4., •• 

Cllttoa 1. Mack ( 81pe4) 
Cllttoa I. Maolc, 

Direetor or Preo~t 

• 

• Regraded Unclassified



of tbe Dii' .. \Or 

£ill 

'IUAoiiUU »ai'AaiMIII~ 
ProOil~t Dlrtaloa 

•••IW!Itla 

JIJIIDI.UilMl TO f.tm IIICaD.&U I 

- - 149 

Bept.ab«r 10, 1941 

At your 1nat1aa\1on aa4 upea 7 our 1De1etanoa I boTa 
1ooe nry tborouabl¥ into t~ u".,. ol tlae requi r ed t o malta 
lecd-leua purob61aa b&Ddlad bF t iM ~r••• D1T1a1on wl tb 
• Titw to npaditlna all poealllla. 

acr •-ruG- ot Sap\•b«r 41 lt411 llftPArad 1a ao­
cor4a~~oe wl\b 1rNr rat<uaa\ ot tba - .. ,., 1tataa 1n eullatanoa 
tblt a apot obeolt ot raquial\lona allow .. ,., approU..ta:a, 
)0 4•1• era raqu1rac1 llatal'a wa ara •tMd:la4 to .aka pllrcbua 
coatracu. 

I aat witb llr. 8tattWua aDd o'bare Mondq onarDooa 
ot thil weak, aa arJ'aDCad l17 701&1 to d liOUI axpa41tha. tba 
proca4ura. -'- • r .. ult t ba tollowtaa proolhra 1a now 1a at• 
ttc\1 

+y~za T'P' Resutref 

(1) tr011 data or raquleltlon or B:rlthla 
or Ob1Da .. 8uPi111 £cco1aa, routa4 
t hrouab tba D1Y111oa ot Datu .. .t.14 
Raporu, to reoalpt ta Prowr••• 

(2) ON auaina~ tor an11all111t7 1 
pr1or1t7 rat1Dc aad olaaranoa to Pro­
our••' 

2 411;1'1 

7 dql 

7 dqa 

Rapraaaata\1'1'11 tor tba DlYlllOD of Datanaa Aid RapOr'l 
bin ata'a4 "* tuad a~borlaatlooa wlU ba aaourad wUida tCNl' 
41Ja, acoor41na:a,, w1 tb tbla ra4~aoUoa. 1a Uaa, wa wlU ba able 
to nart «Nr purob6aa a._a,latlona •• tbll tuad olaareaoa will 
Ita rtoahad betora toraal -su•t 11 raqu1ra4. Beooa, botb 
prooa4urll will be et..al\aaaoua IUidor thia propoaa4 plaa. 

'rbe rn1aa4 prooa4ure will ratuea tba n eraa• tilae ra­
QII1re4 btreto tore or 42 G~a t o a total aYaraaa tima ot 16 • ., •• 

cunoa 1. Maolt (81pe4) 
CUttoD. I. Kaolt, 

Dll'aotor ot Proo\11' .... \ 

• 
• Regraded Unclassified
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To: 

Treasury Department 1~() 
Division or llonetary Roeea~ 

Date ... ~l:RI. • .. l.tL ..•.. l9 41 

Secrett r:l l.:or J•r'lt.l.au 

From: 

Please note Item 4. Ynu 

~hnu&ht you might eol t $•er et•ry 

Sti~•on directly inausd M llcCloy • 

• Regraded Unclassified
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TO 

•oo" 
subJect : 

TREASURY DEPARTMENT 

INTER OFFICI: COio41o4UN ICAT10N 

secretary Uorgenthau 

14r. White 

DAft September 9 ,19~1 

Developments in the British Lend~Lease Program During 
the Past Few Weeks 

1. Brltiah Dollar Position. As or August JO , the British 
had ol 95 m1li1on avaUable gold and dollare, $~9 million more than 
on July Jl , and more than a t any time einoe February 1. This 
1.orovement r eflects principally the reoeipt on August 1 or the 
nrat $100 mill ion from the Brit1eh R. F.C. loan. 

2. Preoarations for Lend~Lease Heari ngs . For oossible use 
1n your testl:nony on a ne10 Lend-Leaee a{>!)rcpriation, · we are 
oreoar l ng, 10ith the cooperation or the Br iti sh, an estimate or 
Br1t1eh dollar assets and requirements ae or September 1, 19~1 , 
a1m1lsr to t hat prepared for t he hearings of the Lend-Lease Bill 

( last January. 

( 

3· Transfer of Plant Facilities. The Army has finally agreed 
to allocate funds from its present aiid f uture appropriations tor the 
ourchaae or the 11 Brit1eh nlanta that have been dieoussed tor some 
t1me. Accordingly, the Defense Plant Corporation (Jesse Jones) 
will proceed to acquire the pl ants. The completion of th1s 
tranofer will yield an additional G52-55 million, 10h1cb, together 
w1tn t he ~~5 mi llion already provided on the Tennessee Powder 
and t t.e ~ machine gun '!)lant s, make an aggregate or about $100 
~Ul1on rel i ef !>rovided through the transfer or plant facilities. 

An addi tional lls t or plants aggregating $Jl m1111on and 
au1tebls for transfer to the United States hae now been offered 
b7 the llrlt1ah. Some $20 million might be realhed on th1e grouy 
or J)l nnta. 

~ - Transfer or SupolY Contracts. No progress has been made 
1n the Amy 9 rogram to take over Bri tlsh eupoly contract e. It 
had been thought possible to realize as much· as 6150 million 
thro~h such t ransfers, but negotiations have completely stal led. 
The deo1s1on t o act now rests apparently with Secretary Stimson. 
We believe t hat an inquiry rrom yourself to Assistant Secretary 
or War LicCloy about t he status of this oroJect would be the be at 
1!nJ!ed1ste ete9 • 

Regraded Unclassified
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- 2 - Division of Uonetary 
Research 

5· Todd Shiobuilding Contraots. The Todd shiobuilding 
con~rncte, t he transfer of which was to have orovided some 
~g7 m1ll10n or the (')150 m1111on total on suoply contracts, has 
encountered a specific obJection or the Maritime Commission. 
The ships cannot be taken over, t he Maritime Commisaicn says, 
because t he plans call fo r coal burning ships while t he 
corr~1e~1on 1s building only oil burners . It i s too late, t hey 
clri m, t o have t he plans changed. The possibility of t aking 
over the cont r acts with a simultaneous agreement from the 
cr1tialt that t hey will purchase the shi ps at the end of the war 
1s be1ng explored. 

b. Loan to Northroo Airorart, Inc. The R.F. C. was to have 
?t rt1c1oated in a loan to Northrop to make it possible for t hat 
co:~~pny to complete i ts British siroratt orders . t'or its 
-~rt 1c1ontion the R. F. C. specified that t he British must increase 
the1r ~Ryments on deliveries, and i n addition i ns isted upon 
obta1n1ng a priori ty of cla ims on t he comoony. The British 
Prrpnged to inorease t heir paYments to the company, and with 
tuat arrangement, a group of New York bankers agreed to accept 
the entire loan. 

Regraded Unclassified



MEMORANDUM 
153 

FROM BRITISH SUPPLY COUNCIL IN NORI'K AlltlllCA 

TO Mr• Henr1ot,ta X:lotz 

ComplilOents orE.H. Gray 

Regraded Unclassified



11rtcobrt. 

fiTtTIIP'! .,, 11 

AlltCRAft IIIPPID m v. x. AJfP oypsw cpw•'Dff • 

DESri!UTIOII ASSI!IIILI POIIIT 

u. 11:. '0. I. 

U. 1. U. I. 

U. K'. U. K. 
Middle Eaat Port Sudan 

U. I. U. J(, 
( rla Ce.nder) 

u. 11:. u. lt. 
(Tie Boi'IU!a) 

4 

2 

4 
lS 

2S 

BJ AD! 
11!!11: 

8 

1 

9 

1.54 
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TREA.SURY DEPARTMENT 

INTER OFl"'CE COMMUNICATION 

Secretary Yorgenthau 

l{esars. Foley and Pehle 

155 

oAn September 9, 1941 

Yr. Cochran referred to you recently the applica­

tion of the Banque Nationale Suiaee to ship to Portugal 

$2,000,000 in gold which it has earmarked in the Uew York 

Federal. 

For your information, there is attached a copy 

of a letter received from the British Embassy referring 

to this proposed gold transaction, together with the 

despatch referred to therein. 

As you have been advised, the Interdepartmental 

Cocmittee considered the application of the Banque Nationale 

Suisse and unanimously agreed that it should be denied. 

We are s trongly of the view that this application 

should be denied. 

Attachments 

• 

• 

Regraded Unclassified



COPY 156 

W.'!'.l045/87/41 

SAFE HAND 
BRITISH EliBASSY, 

WASHINGTON, D. C. 

September 3rd, 1941. 

Dear Tows on, 

You mentioned t o me the other day a proposal 
to export gold to Lisbon for Swiss account in pBJ'm&nt 
of a debit on the Portuguese Swiss clearing. 

London suggest that this transfer of gold is 
to reimbur5e the Portuguese for t heir sales of escudos 
to the Swiss, who have been heav,y buyers lately, and 
have been re-selling to the Germans who require escudos 
tor their Wolfram purchases. {See attached COff of 
V/ , T. 1045/86/41.) The propoud shipment of this ~old 
would therefore presumably assist Germany to contLnue 
her purchases of Portuguese Wolfram, and would be most 
undesirable. 

I therefore think it unlikely that we should 
grant a navicert. 

J.!r . !lorman Towson, 
Foreign Funds Control, 
U. S. Treasury Department, 
Washington, D. c. 

Yours sincerely, 

{Signed) W. Ritchie 

W. Ritohie. 

' 

. 
• 

Regraded Unclassified



; 1.57 

co PY 

September 3, 1941 

W.T. 1045/86(41. 

We underatend fr0111 a certain a ouroe that 

tr&JUfer s t o Reichabank account in Portugal during this 

conth include foll01ring tot ala from Swiu banks : 

Credit Suisse 10 million escudos. 

Swiaa Bank Corporation 14 million escudos. 

Banque de Leu 34 million escudos, 

and there 1e no doubt that these figures are incomplete • 

• 

• 

Regraded Unclassified
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ltat : • 1, 1Nl 
.... ..,. 0 ... 

Plr. Cit' Ia ..r....& te,.. fiLII~. cs'ha 
Ue tl tile I I Jd? 11 H IE te .W, te J'Wt 11' 
.. ,000,000 la ..U wUa lt ... •t __ , Ill 1a till ._ t.t 

fdtnlo 

hr.,._ Jafa 1 as-. U.. la atW a -.r 
tl a 1t"- ftllllftl ba till IIP1UA • 'a 1 ..,..,... 

W W. JlfJI?tl ..U ~ ~ .S.tJl tile 

.a.,.. Jlal .._.an.~, tile I 'ul:st W 

c-lU. ns'*• Ill till •zllaatl• fll U.. I 1 •U s'e 

,,., ...... ... 

• Regraded Unclassified



corx 
.>\. ~59 

mtua •em, 
••'P'MCII, D. C. 

a a e llr lrt, 1111. 

DNrr--. 

tn -u-.. to • Ua.:;:;~ pOJtl'1 
to ~ pll te IJ.I\a tw 8ldu •••••t n t 
flf a ~~~t • tM Pw I I' Ill S.S. 

Ln'• =n·t Uda b '• et pllla 
to re' ' =• tlte tw tlte1r eat. tl 11ri11 
to tM 1111.-, • ..... ....,. ., •• 1•~ .... 
baft Ma l't lflliWC W tJte Qa 7 ... ~:1'" 17F'II 

f• tile~ ~~~~'in:•~• JIM IHM MJ11 tl l,f, U,) tiLe ---17- •? t et w.a ae1l 
...U .. M11at ail cy to .. u.. 
W @IM'II ~J'Wtsp I lol' 1 .. wall M ..t 

--~ 

.... .. ' ., _. 
lcnlp ,... Ravel, 
u. s. !r 17 ., .,.,.., •• 

~,D. C. 

10111'11 ·~· 
(Sipll) J,lltala 

•• llte!t'•· 

• 

' 

• 

Regraded Unclassified
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, . 1.60 

corl 

.,. I II .. 1111 .. , . .,,...,A. 
WI I d I flea 1 I '• 1 w,... 

tl , .. \e It' '$ 2 Ill I Ja JWI I 1 3 '• tMa 

~'"'I ,., '• tlltl!t ,_....,, 2 I 

CNilt .., 1 Jl •""• 11 r ~. 0 

lldle II* D ;a at'• K ""'• Ill hie 

r 11 .. a. I& "'"• 111 'w, 
.au.tle MiiiiM tw U..fS,.W .. 1 

• 

,, , 0 
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0 
p 
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~: 

~1: 

l~r. Knob 

W. H. Buell 

::<tlo•al Clt7 

~ .. souo.-1 

Y.anutoct\ll'tre Truot 

Sviu Bk. Corp . 

Bopl me. of ~ 

C..rtAt7 Tr. 

i!l<. or Loodo~ & 
So. !aer. 

Total 

:Coul - All BoW 

1.61. 

Septn'ber 9, ~941, 

Sp&~ioh Do~ooito in Socond Diotrict 

(In thou.ando of 4o1laro) 

Julr 2, 191!1 

J ,262 

1,019 

1,016 

s,6o6 

Tcto.l 

lit. of 
lh>ab 

1 

3 

4 

C~nt !a1!DCII 

Inotitnto .!!!l!!! ~ 

899 2,130 J,OJO 

822 822 

887 890 

zGo 124 884 

1,659 J,963 5. 626 

Since 'belancto at the tour 'bankl hol 41n& the lar& .. t aaounh ban decroaoed 

~438 ,000 IInce Jul7 2 , t he total of all Spanioh d*P<>oi\e b thio Dlotrict pr c'be'bl7 11 

••• •round $8,6oo,OOO, auuabg, of ccuroe, there ha.,. 'been ~• oioa'ble cbAD~o u the 

•oeouota at other bow. 

• 

• 

Regraded Unclassified



( TREASURY DEPARTMENT 
162 

INTER OF'FlCE COMMUNICATION 

DATE September 9 , 19 41 

ro Secretary L:orgenthau 

,.oM Mr. F'ol ey and Ur. Wh1 te 

1. gx~orts of petroleum products to Soaln s lnce July 1 have 
o::~oun:ed t o a~oroximately 415,000 barrels. 

July 
August 

222 ,000 bbls. 
19) ,000 • 

(The monthly figures for oil and gasol ine slnce Janua ry 
are ah~n 1n t he appended table. ) 

There have been virtually no r eported exoor t s of petroleum 
oroducts t o Portugal during the pest two months. 

2. Total exports to Spain have deol 1nsd since mid-June. They 
amounted to iaoo,ooo in August . (F'igu r es 1n aopended t able . ) 
Asi de f rom netroleum products the re hnve been, according to our 
1nfor:nnt1on , no significant amou.n t s of strategic materials ex­
~o rted t o Spa in during the past two months. 

}. Total e~orts to Portugal have declined during Au~st. 
cne onl y s l~able value in the exoort of str a tegic material 
~o1ng to Portugal during t he period of seven weeks ending 
Au-uat 16 ( later data will be evs l lable ea rly next week) con­
stat ed o~ aoorox1mately $200, 000 worth or steel manufactures 
Pn:l. Pn eouai · value or coal . 

~. ~orts to Soain and Por tugal can be eff ected e1 t her under 
o:r.e general l icense-s issued to s uch count ries or unde r suecH tc 
licenses . As you know, the gene r al 11oensea we r e i ssued at t he 
1ns1stence or t he Sta te Deoartment . The r euor ts r ecei ved ~1th 
r tsnect to t r snsscttons eff ected under such gene ral licenses 
~ re ver y ~eneral and do not nr ovtde an adeouAte basts f or 
·ol1ctn~ such transactions. · 

-

In view of t he confident i al 1nforo.at 1on whi ch you ha ve 
~bta1ned we have ra ised a t the meet1ne or t he For eign F" nds Cont r ol 
•0••1ttee on Seotember 6 t he q~eatton of tne deslrab1ltty of mP1n­
t•1r. ~ng :ne poene ral l i censes for s~s tn l'nd ?or tu-al . :Jeen 
.;~: .. @son ~reed t c ":M e u? t t.e ot:ttt•r ... t tr.~ S"' rte Oe'lo!"t--=:tt Pnd 
• : Je: ~nO- . : n tr.e :Jeent1me, we ,..-111. exA 1~._. c:o ~1,· .. ::_ .... :!.c"'-
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D1?1eion or MonetarJ 

lleeelll'Oh 

163 

uone tor epeoif1o lioeneee 1n?ol?1ng the two oountr1ee real1&1n& 
at the eame time that the ?aet bulk or trede and financial 
aot1vit1ee with Spain and Portugal oan be carried on under the 
general uoeneee. 

Here t ofore we have been granting epeoitio application• 
ror o1l ehipmente to Spain and Portugal where export 11oeneee 
had been iaeued and na?ioerte obtained. Th1e wae done having 
1n mind t he l etter tr011 the Preeident to Seoretar:r Icltee, a 
copy of whioh wae turniebed :rou. 

• Regraded Unclassified



1.64 
1):11ted Stat. lb:parta of htzoolwa Product& to 

Spain, J...,.....,. l , l94l-.t.ucut )l, l94l 

(Tboull&llda of ~la) 

FUel and. 111gb ()ctam Other Lubrie&tinc • 
Period Oa• Oil GaaolS• QUO line Oil ---
JllNM"I 1?8.8 12.9 

?ebNU7 )0 8,0 22.0 

Web 5 

&jril 39 47.0 20.0 ) .4 

111 lOl. S u.o 20. 5 

Jvt1ll lJ2 64.0 42.8 

Jlll1 61 120, 8 lSo6 24o7 !/ 
l4)ol 49.8 ~ 

Total-S 1110n~he 690. 1. 2)1. 8 S4o6 1?6.1 

lj Includoa 1,845 t>arrele o! lnbricating oU. 

Y I ncl ude• ?50 barrela of trana!orMr lubricating oU. 

S<>o.rc01 u. s . Treaeury Depo.ru.u!., O!t1ca of »trchant Ship Control 

SiPtember 5, l9U 

• Regraded Unclassified



1J.L ..... IS 
tM fa I 2 I I --...--··· ..... 1 .,.,, .... ,.,lMl 

(Ia tii I "'•n-> • 
.. ~111 

.... 'fWW 
well: ellllln&l ···~· .... 2 • 
JolT ' 11,064 • 4 11,068 

l.2 412 419 831. 

19 ~ lH1 426 
26 256 • 264 

~ 2 198 u 213 

9 47 47 
16 185 • l93 

23 l81 l29 l16 
)0 45 45 

(IWI) TOW. t2,6S3 
..,, I3,W 

U. 8. llrpii'W to 8pdJl II)' 1'1'1Mlpal C liU.. u lepart.a4 to tM 
!NUU7 ~. Ja'q s - ..,.., 30, 1941 

ro!AL DCIIIIITIC iD'CII1II 
-.at prodllot.a 

(Ill tboU_.. ot dollan) 

Qra1Jia _. "JH-pe:r-•tt.­
htrollllll .. c 4ut.a 
Rtlitt oa.ppliU 
Woo4pllp 
eoos-... 
~t..ral 
Che!Ml epeoialtl.ae 

!OW. hWkii1B 
DrUcl -- .... peU 
lWI)' ... te 
~ aDilrMS.. 

12,653 
1,01 

83 
S44 
491 
12'1 

90 
)68 

• .,, 
719 

8 
9 
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..,.,.wiD 

... !11!11!1• 

lll:t ' 12 
19 
26 

2 
9 

16 
23 
30 

.. 1. 111'4 z a .... JW 1 .- - • 1 ltw .. 
*-~II »I 5 7 7 11Jr'-..... 1tQ 

(Ja tMIIIII-- ~ fe11-) ....... 
• 9 

3 • 
1 

7 

• :II) 

tM1 . .. 

u. s. ll;pOrta ~ rvtoap1 • Pr1Dalpal 0 11 ~ .. a.parw ~ u.. 
'I'I'W8UI) Dwpw' '• ~ '- AIIPA 16, 1941 

(Ill tboQim'• ot 4ollare) 

!O'W. DCMI8'l'lXI IUOt'IB 
Alltol, tnolal, pert.a -

-·~ ~ &Jill IIJ* .. OIDpal .... &~t;i-
lleUef~ 
M•- 8llll ..teatarM 
lltMl .ul --reatarM 

II! ·- .-1 nddtd.al q) 1 yle 

~ 
~0 - J*Ojoct.1.CIIl ,_,. lleot.r1oal ... ..., aDil .,.,.,.... 

IDdutrial ••'-~ AldMl jW'CidiMitll, 1mdlbll 

TO!&L IIIID'Cil'IB 
LMt~ 
'J'u, 
Spl-

11,923 

125 
82 

127 
243 
lJf7 
29'1 
60 ., 
)1. 
71 
62 
52 

• :II) 

6 

' 7 

s;p+ Fr 9, 1941 
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TO 

TREASURY DEPARTMENT 

INTt:R.OF'I'ICIE COMMUNICATION 

1.67 

DATC SEP 9 !Oif 
secretary Morgenthau 

J.il• . Foley 

Re : Lazard Freres & Co , 

Our investigation indicates that 

Lazard Freres has acted for European interests 

in attempting to arrange the purchase of 

American interests in European properties only 

in the Silesian-American case, and at pr esent 

has no other such transactions in contempla­

tion. 

• 

• 

• 
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8/5/41 
.. 

Ori;;inal of t his memo was taken back to Mr. Foley today 
vith Ill.\ Jr ' s pencilled note at the bot tor.~ telline him to 
~ ••t t he answer to Item No . 2 in the memo . 

F.allos p 

~f/1/'fl· 
« ) l 

• 

• 

• 

168 

• 
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Secret&J71lor&•thau 
11. H. Folq, Jr. 

[n rupon.ae to yoiiJ' two quMtiou--

(1 ) '..llat h Luard Frel'ta dooiA.'l 1n thb? 

1.69 .. .., 

l.aaard t'Per .. l a aetW. •• agct for •rKIU"' 
lnternatioDile T~pit•l•nlgen 1. ~ •• a eorporat1on attlll- • 
attd with or wholly owned br the ::wha I!~ ho\lllo ot 
iwbart I.a 3oohe whloh purpor'h to be &et~ 1n t hia tnu-
aotloc !or a a)"!ldloate of Swlu bulca l.Aolwil.n~: t. Row 
l tatlC and the union Bank of SWitaerl&nd. 

ln additien, if the l l oenae had been gr&nt.a, 
Laaard t rerea propot.a to .. t 1n llquid&tbg the OOI'pOft• 
tlon under a nr,. bJOOacl remer of attoruy !rolll • c&rtal.JI 
Swiu corporation whloh a a aubl14laJ7 or a!flli&te o! 
a certain Cerlll&ll alnl.zlg corporation whloh 11 h\Tolnd 1n 
t l la trauactlon 1n othar reep.ett. 

(2) .Ue thq actine' !or other eorporatlou in EMlrlng 
aalta Tl& ~wltaarlandr 

e haTe no wpec1!1c 1nt~t1on bearing on thia 
queatlo:t. 

JJL:BB&lld r. . .£ F 
8/1/41 ~ 
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S~tretarr .. c•._ 
XIIIPI. Folq .a~ 

170 

!lie atter Qorla llabehler u l errel b wu prea.UlJ 
tM p•"'•c applleatt .. 1ll tll recut te tM S1lee1.ur-"-r1eaa 
Corpora tla. 

The1t appll .. Uona1 whloh ue now wer at-a, \;r tblt 
Tl'e&IIII'J, State, ca Jut .. D!Pv'-Dta, llmlh• •mnl baa­
ltt11111 ilhlola ,., '' e-.het .. t.u ... , 

tho iil .. laa-AIIItr1oaa CorporaU• ... v 
ooatrole alu, leM, •4 IMl lllMa, ... eUler 
pnpvUoe 1a Otr 7T'J' ... Genna ,...,1e1 Poltd. 
The ulUaah 011lll'lhlp ot ~e l111t1-"-•1-
Cerporat1oa· 11 pal"t Allltriea aal part o. .... 
!A lupat 1, boUI of the S11111aa•"-r1 .. 
CorpOI'atloa b. •• .. •• ot I 1/1 a1111oa lollua 
will utve. A Sw111 bn}!:f. group h w1llillc 
to pl'Orl41 tlll u ... ...., to,., •• b..u 
• ....UUoa tMt Ua.q ue a\le h aetv11'1 all 
the Aalrieu. tat .. aete 1a the Sileel ... AIIItr1 ... 
Corporatloa ul tM ,...,.,.u .. whiola it ... .,. 
oontroll. Tbh .. 1111 lBToha t he Swiaa ~ 
for nola 111tarteb at a 111t 1a 111111 ol Ia -
UUUnal tl,IOO,OOO. 

!A aulTiil, tk111 trueactiou wouU appear to l'tllllt 
1a t iLe ultl...ta Oanaa "tu111t1oa ot ~~ Aalrl-.a 1atarteh 
1a tbe~t proputlu. 

(SIJDOd )I.W,Pohlo 

( Icltl&led) E. H. r., Jr; 

Jll:. 7- 28-41 

' .~ .eL --me ... .-;1 
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July 28, l~l 

llWORANDIJ)( FROJl TilE SECRETARY 

TOs llr. Foley 

Mr. Peble 
J 

The other aa,, Gorclon Rentaobler CUll in to 
aee .. an<1 talktcl about, u I re-ber, IOU Polhb 
a1nea whlob were t~lng to negotiate a aale through 
Laurel Frerea • l a Swltaerland. 

I woulcl like to know .ora about it • 

• 
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TREASURY DEPARTllENT 
Washington 

FOR n.n.:ED IA TE RELEASE, 
Saturday, July 26, 1941. 

172 

Press Service 
No. 26- 75 

The Treasury today announced the denial of applications 

for licenses authorizing the purchase of Silesian Holding 

c~~peny stock and a loan to Silesian-Amer ican Corporation 

by European interests. 

- OoO-
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TREASURY DEPARTMENT 1.73 

l~lt.OI'l'lCK COMMUNICATION 

Secretary Morgenthau 

••oM ttr . Foley 

DATil SEP 9 -

This memorandum i s submit ted in response to 

your request for a report on the memorandum l eft with 

J.:r , \'Iiley by J.!r . Rene Plevan, a representative of 

General de Gaulle in the United ~tates . 

In his memorandum lfr, Plevan suggests that by 

~eneral license the Free French territories be accorded 

the same freedom with r egard to trade and other trans­

act ions as that granted to the Netherlands East and 

',les t Indies . 

The Order of June 17 , 1940, fre ezing French 

ascets in the United States, included the areas which 

are now "Free French" territories. Because the Vichy 

Goyernment is still beinG accorded official r ecognition 

b;· this Government , and in view of the prevailing att itude 
• 

of the Department of St ate , it has been impossibl e to 

issue eeneral licenses which would have the effect of 

removin~ such territories or persons from the scope of 

• 

• 
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ac'WR . ,applioationa -~olTiltg tl'6 with Fr~enoh 

territoriea or f':~alj{~ .. tiona ~ Fren~ 
in the united Sta~.-~n 'one of ._.f~ta111beralitr. 
Specilie lioeuea *oh han bean gr-.a 1IJ the Forei!n 

Funde Control han included ..... paenta\r ·petpoleua procluota 

and other aercl!I!!!Uae to Tahiti 'lDd French Equatorial .&!rica, 

the remittance of 'fundl b7 the British Governaent to 

l!r. PleTan and other representatives, and p1U'chaaeeb7 

Free French attioiala in this oount1'7. In thia connection, 

Yr. PleTan haa raoently discussed with representatives of 

the Foreign Funds Control the granting of a lice.nn to per­

mit such piU'chaaea to be aade on an extensive eoale. 

Approval of auoh lioenae' is being granted toa., • .. 

• 

• 
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t~ tf ttt fta'lU•tl• -uatat - ~ ._,._..._ at tM ...U. 

rtaht .. .t "- '"• ..._ .... ...- -.1'-. .- -u••• ,."''lB tlBI. 
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P.lR.lP I! ll.lSI ----------

A telegra& dated September 9 from tho .lmorie&~~ 

Conoul a t Rangoon reado rubotantiall7 a o followot 

There baa been houed today a Government coi:Ol\Ullque 

oetting forth tho arrangement tor tho aboli tion ot tranoit 

clutitt on Len6-laaoe oupplioo dtotintd t or China. 'I'he 

of Ruraa b7 tho Britieh Gov&rn»ent for t ho : evenue therab7 

loct. The co..unique turth• r otatot that t he Government 

of RIU"'lla bad rel'UCtantl)' c!<:cidtd th4t it would be untble 

to -.in trandt dutieo on Lond~lea81 oll,l)pli .. clue to tho need 

ot tundo f or public building, tho advoroo effect of 

ocono=lc action against Japan and greatly aUv~entod expend!~ 

t.ure1 !or deten:c. I t was ats.tt4 .. hon-rer. that the 

Go•er~~t ' • generous :r!:er t·o eoc;c!1aa.t• t or t'\e loac. o! .. 
J"C'Yenue on Lsnd--1••• IU:i'~lie a &fie! therefore 4.ee1Cc~ to 

:o China, 

Copytbbrt~l)-~1. 

' 
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TREASURY DEPARTMENT 177 
1~.01'1'1CII COMMUNICATION 

DAn hptubor 9, 1941 

Kr, Cochrt.A CONFIDENTIAL 
Re(iotorod otorli~ troaoactioco of tho reportinc b&Dko vero ao to1lovo 1 

Sold to co ... rcial coccorco 
Purchaood !roa oo ... r cial coccorco 

l. 44, 000 
1.115,000 

Opoa aarnt otorlillc hol.4 otood7 at 4,0}-1/2, ac4 thoro wore co reported 
trauaeUoa.e, 

!bo Ar&ntico !roo pooo contillued tc iaprc .. , c1oolDC at a hip of .~85 • 
(u co.,.Od vi th , 2373 t wo dqo qo) . Ono of tho low Tort baato reported that it 
ba4 rocolftd an ordor !roa a baat 111 Coloabla to pv.rchaoo 290, 000 Ar&entlno peooo, 
ftlo Iov York baal< bo..Pt thio uch&~~&~~ tbrc""' a broker trca a trrucua7an flra, It 
vu rrporto4 that tho .AMri.,... bpruo Coap&JIT aloo purchaood 150, 000 Arcoctlco 
puoo lott thlt attorcocc, SoM tiM qo, tho Coap0117 1.ntorao4 tho l'edtral that 
thor vero lntoruted 1D 'bu71nc peooo for Italian roaittancot: it 1t po u iblo that 
tbolr purchaoo todq vao of!octed for that purpooo. 

!he Cuban peoo iaproyod ! ract1oDall7 to a diocount ot 7/16~, a nov throo­
r•or bl&h. 

Io Ut w Yor k, clooinc quotat i oco for tho foro lee curroncioo 11oto4 below wore 
u tollowe: 

Canadian dollar 
!rao ilian allreio (free) 
Coloabian peoo 
W.:rican poao 
Yono~lan boliYU 
OrDCQaTan peoo (!He) 

10-3/sf. dltooUJ1t 
.0505 
. 5800 
. 2070 
. 2750 
.44o0 

Io tbo ShacD>ai oxch- •rkot, todaT' o 7D&I1-dollu quotatioao wore 
1ll:cll0ll&04 !rca tbooo of rootordq. Li couod bacto aro oollillc dollaro aca1111t 
~rom lapor te at 5-5/16; (18,8235 ,.,.... per $1) , &~~d can obtain cowr !roll tho 
C!l!neot Stab1lhat1on Board at 'j-ll/32; (18. 7134 7D&11 per $1) . Lic•noed baato 
vlll aloo roportodl7 bv.T dollar• in tho aarnt at 5-3/S; (lt. 6o46 7D&I1 per $1) • 

Thoro \ .. ro DO COld trauactlODO CODOu-&tOd b)' Ul t oda)', 

Tbo Pedoral RooerTo Bank of New Tort roportod that tbe ~enk of Canoda 
&bll>Jltd $} ,}81, 000 1c cold !rom Cauda to t ho l'o4or al tor account of tho OoftrGMnt 
ot Caoa4a, tor oalo to tho !lev Tort Moq Office. 
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Ia t.oa4oa • .U .,ot a4 forwaN tllwr prioet vert .,.U fbt4 at '3-1/ll 
1104 z;-7/164 rt~pooUwl7. tile u.s. ~ftleatt wre 112.671 aa4 112.551. 

co troanJ71 1 pv.rcb.a&l pr1ct for fore1p tllnr wao •••""e•p4 at )~. llaa4J 
1104 1...,..• 1 11tU-t pr1oe for fore1p a1lnr wae alto uc+••&H at )4-)/111. 

Ve u41 110 pv.rcb. ... l ot tllTir to~. 

CONFIDENTIAL 
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a mtmp 

G-2/2657-220; No , 488 M, I , D,, W.D, 

I , I . lytern Tbyttr, 

Ji:t!m114t Oeraan troopa have captured Schlhaelbufg, a city 
at the point where the leYa river flova out of Lake Ladoga. Leningrad 
therefore 1, cut Ott f%'011 1h l&Dd COIIDeCtiOnt with .&oeia, A theoretical 
oupply route atill exhh b)' which Leningrad con be providonod a~ou 
Lalco Ladoga. 

. Atteapta by Ruso1an forceo, on Bopte~er 5th, en-
circled noar Luca. to broek t hrougb tho 0el'llan blockade linoa wore ro­
pUlaed. 

. lluaaion forcoa are countorattocld.qg on tho Bol)'­
Yortoovo- Tel.ZI)',.,.RoalaTl...!ryanalc front , 'l'heoe t orcaa r oeapturod YellG'n 
on Bopto,bor 8th. 

The Oeraan drin aoutheaat vard troa Goaol tovarda 
lhQrkov baa <>&de only al1Cbt gn1na in r ecent da)'e. Ionotop 1s a till in 
lb.t.u1on h&Dda. l'urthor veat hovevor, Gen~QD od.Yancea have been rogiator­
od. A Ge= column hna croaaed the Doane riYer to tho e<1st of ChornigoY 
Nld ia .. ..tng eoutbward to tho aouthenat of thnt city. Other Ge= 
forceo, h&... croooed the Dnopr river to tho north of Kiev <>Dd have 
roached the vest bank of the Dosna. 

The Oortlllln bridgoh'a4 to tho oaat of Kromenchug hna 
boon greatly onlnrgod in tho lnat fev deya, but tho city of Kromonchug 
itself ~~ sti ll i n .&nainn p oaaeeaion. 

Al.r.t lloocov ond Loningrnd v ore subJected to atrong boobing 

II. Veatera Tbont•r• 

.UX: Cnoaol , in woot control Germo.n,y, woo boobed by 100 planes 
during the nigbt . . 

On the aevonth, German obJoetiveo woro: Orent Ynrmouth , 
!oaton, Peterhend, Maranto, Romagnte nod tho Thnnoa Eatuar;y. 

Ill, )fiddle Eoatorn Tbontgr, 

~~ Report1 consist of inconooquentiol activity, 
.AJJ:: l!Olllbin& oper ations in the Rod Soil rosultcd in the oinki.ng 

or "" At:ericon froichtor. . 
Tho llritieh OUDl< ~vo Axio ehi po in 'be Mcditorroneno 

<UI4 rn14ed lle~~z1 nod obJocti•oa in SicUy. 
Tobruk vaa boobed. 

RJISl'Rl C'l'ljD 
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t;ROUP !AEETI NG 

Present : 

H.JI.Jr: 

Gaston: 

September 10, 1941 
12115 p.m. 

Mr. Gaston 
Mr. Thompson 
Mr . Cochran 
Mr. Schwarz 
Ur. Ster.art 
Mr. Viner 
'!lr . Bell 
Mr. Kuhn 
llr. Foley 
llr. Haas 
Mr. White 

Well, Herbert, how are you? 

Very well . I haven't anything of very great 
interest. 

Here is a little scheme th~t we cooked up, 
Admiral Waesche and I (handing clipping to 
Secretary) . 

The rectlr'iting was la gging. This plane 
from Elizabeth City i s going around the 
middle west and doing very well. There 
i s a monthly report on it . It is not too 
intelligible, but the substance is that we 
have an awful flood of new cases . r.e are 
trying very desperately to double up the 
amount of the force. 

Here is a little bit interesting,that 
London shipping record which has a paragraph 
about the cutters. 

' 

• 
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HJ•.Jr : 

r,aston: 

P. .".Jr : 

r,aston : 

F. .'.'.Jr : 

'l'hompson: 

H.l.'.Jr: 

Fol ey : 

E." . Jr: 

')aston : 

i .'.' . Jr : 

".aston: 

H.!!.Jr: 

181 

- 2 -

Good . 

You asked some time ago for a report on the 
sterling products . I t was mater1al that 
Sam M s able to get . 

Who is Sam working for the se days, anyway? 

I guess theoretically he is working for me . 

Let's g~t out of this theoretical status . 

Norman, fix him up, now that Mr. '.'.1ley has 
left, wi th an ac tual status. Talk to Ur . 
Gaston. 

He is to continue on his present work? 

I i'on ' t knOYI, 

We have got a plan, Mr. Secretary, that I 
would like to talk to you about, that you 
spoke to me about before you went away on 
your vacation. You said to give some atten­
tion to putting him into an operati~, 
working pl ace, and we could use him 1n 
Foreign Funds. 

I think Herbert wants him too, doesn't he? 

I think he is quite usefully employed 
there. 

But I don 't want him floating , you see, 

You don't want anything uncertain about hi s 
status . 

I want him definitely under somebody. 

~hy don't the three of you talk it over? 
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Gaston: 

H.&I.Jr: 

Gaston: 

H.ll.. Jr: 

Gaston: 

H.U.Jr : 

Schwarz : 

H.!.!. Jr: 

- 3 -

The three of you ought to be able to 
settle S8JIIIlfo 

I think the sort of work he is doing ought 
t o be continued, 

If they are lacking for something else, I 
think we need t o get somebody else as a part 
of the law enfor cement coordination to do 
the certain things ha is doing. 

I would like to get him out of the special 
status and get him regularized, if that is 
possible. 

Right . 

What else have you got' 

We are going t o have a meeting at two fif­
teen with Navy and the But'eau of Navigation 
and FBI about an interim plan of reguktion 
of small boats in the harbors , fishing 
boats , dump boats and the like, that 
requires a complete system of license and 
identification and so on. I don' t know whe­
ther you would be particularly interested, 
but it is something in which various depart­
menta are interested and we can best do it 
through these anchorage regulation powers. 

Chick, here is some stuff I would like to 
give out at my press conference t omorrow. 

Would you l ike copies' 

1811, for the press . I mean, particularly 
this stamp stuff, I don ' t know whether it 
has been given out. Some of it comes under 
Yr. Bell and some of it comes under - but 
let ' s handle it tomorrow. 

• 
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Sch~tarz : 

Gaston: 

'Je.ston : 

li. L!. Jr: 

Foley: 

H.;.:. Jr: 

Kuhn: 

H . ~· . Jr : 

- 4 -

I will check with Bell a.nd Ua.rold. 

We ha.d a. re-broadcast of your speech at 
ten fifteen last night, and it oa.me over 
very well indeed. 

Good . The Boston audience - you don't get 
much help f rom them. 

Well, I noticed they cheered at one point . 

Well, the ~yor led it off, but any other 
audience other than those baked bean fellows 
a.re - but I mean it is a.w.CUl}J' hard work to 
keep your pitch up. 

You were on the wrong side of town. 

1.83 

I mean to realize you were talking to the 
radio, and you had to get it for the r adio 
people , but everybody I gather t hat listened 
liked it, whi ch makes it all the more impor­
tant that vte get a. good hookup, and I have 
asked Chick to look after my Chicago radio 
hookup, because - and I am going to say 
something. If it isn't factual you ca.n 
correct me . I gathered from 'that you (Kuhn) 
said yesterday tha t Ur . Vincent Callahan didn't 
want to contact the stations because he thought 
it was Defense Savings Bonds end this was ne. 

I don't think that is correct. It was left 
first to the Boston people to arranRe a 
coast- to-coast hookup which they did. Then 
19hen vte investigated, ~te found that l~utual is 
a system that won' t tell you where the thing 
is being broadcast . 

But Ferdie , didn ' t you tell me that when you 
went after it for me - that Callahan said he 
didn't want it to bo out from the Defense 
Savings Bonds section? 

• 

• 
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Kuhn: 

H.\I.Jr: 

Kuhn : 

H.M.Jr : 

Kuhn: 

H.ll. Jr: 

Kuhn: 

H.ll . Jr: 

Kuhn: 

H.l!.Jr : 

Schwarz: 

H.M.Jr: 

Schwarz: 

H.ll.Jr : 

1.84 

- 5 -

No, sir. 

I thought you did. 

No. He sai d, "Well, why don't we send a tela­
gr .. to all the Mutual st ations, since the 
Chaln won' t t ell us wha~ is being done?" 

But he wanted you to sign your name so it 
wouldn' t get mixed up with Defense Savings. 

That wasn't his motive. 

Wasn't it? 

He thought it might be more effective 
coming directly ?rom your office. He never 
mentioned that as the ranson. 

Are you sure? 

Positive, He has always done anything that 
we ever wanted him to do, and also, one rea­
son for that is that the Defense Savings 
broadcasts ~have cut into the stations ' 
willingness to put you on the air, I t hink, 
at any time. 

I think that was one reason. They have done 
so much on other chains . 

Well, anyway, I think we can divide it 
this way. Where I am going on myself, 
I think we will let Chick look after it. 

lfe treat i t as a straight news event. 

That is right, 

And not as a Treasury promotion scheme. 

Do you think that is a good idea, Ferdie~ 

• 
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Schwarz: 
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H.l.l. Jr : 

Kuhn: 

H.M.Jr : 

Kuhn: 

H.l!. Jr : 

- 6 -

Perfectly. Also this morning I found 
a dozen more tel egrams from big city 
stations, Minneapolis, Atlanta, and Omaha, 
and eo on, Jaying that they were delighted 
to carry your speech last night . 

But here is New York and Washington didn ' t . 

Washington had the re-broadcast . 

We bad a very hard time getting it. ~e got 
it very faintly. 

I mean, Ferdie' s job was to help me write 
the speech. He did a beautiful job. So 
that was his end. 

185 

But it was Harold Graves who takes the bla.1111 
for it. He isn't here , but if it is any­
body's blame, it is his . 

I think if you were to total it up, you 
would find you had a pretty big audience 
last night on the radio . 

While I have got that in mind, !lorman, I 
wish you would get out a regulation that 
no communication should go out of the 
Treasury with m¥ name signed to it unless 
I or Wrs. Klotz initials it . That is 
something" that never hap~ened until recently, 
but there are comounicatLons going out with 
my name signed, but unless Yrs. Klotz or 
I - and if I go away and if she shouldn't 
be here, t hen bring it to my attention and 
I will designate so1111 body else. · 

wr. Secretary, in that connection --

You see? But I mean if I am gone and Bell 

' 

• 
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Bell : 

R.JJ. Jr: 

Thompson : 

Kuhn: 

Kuhn: 

R.t! .Jr : 

- 7 -

is here acting or Herbert, but I don ' t want 
this miscel laneous use of my name unless 
either she or I - when either she or I are 
here - but if neither of us are here, I 
will designate somebody else. 

:l86 

Does that apply to the routine stuff? For 
instance, I never change your name on 
Treasury Bill announcements or the tele~rams 
going to the Federal. I just ini tial them 
and let them go . 

No, I am thinking more of this Defense 
Savings Bond stuff. I mean, I don ' t know -
they have been pretty l iberal in asking 
people and I don't know that I always want 
to sign my name to it. 

I don't know, I enjoyed the story about 
Goodman saying he got a telegram from me 
coming down, and immediately called up his 
lawyer to find out what he should do, and 
so forth and so on, but it was written in 
a very amusing manner, but I think they have 
been a little bit too free . 

Yes. 

Wr. Secretary , you authorized r,raves, 
Odegard and myself to pass on articles ~n 
connection 'IIi th Defense Savings to be Slgned 
with your name without referring them to 
you, and we have been doing that . 

Articles? 

Articles for trade magazines and so on. 

Well, as long as I am here you had better 
show them to me . 

' 

• 

• 
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Kuhn: 

H.l!.Jr : 

Kuhn: 

H.I!.Jr: 

Kuhn: 

H.lt. Jr: 

Kuhn: 

H.!f. . Jr: 

Kuhn: 
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Kuhn: 

H.l.'. Jr: 

Kuhn: 

- 8 -

Number two, telegr~ go out okayed by 
Graves end myself and 

Well, you had better show them to me, 
Ferdie, from now on. 

All right, sir . 

I think we have been too i ndiscriminate. 

Have you had any kickback on any of them? 

No, I have not. 

But if Mrs . Klotz ini tials them on a cay 
when you are busy, t hat is all right with 
you? 

1.87 

Oh, yes, she doesn't have t o show them to me. 

Right. 

No. 

And when Mrs. Klotz is not here? 

I am here . I like a little check-up. I have 
no complaints . If I am not satisfied - how 
was it before? 

It was left - after we had had some t rouble 
on this, it was left that articles which 
had been requ~sted from you by trnde maga­
zines or any magazine, which Graves, Odegard 
and I think sui table and lJ! gi timate requests, 
can go out if they are okayed by the three 
of us. 

All right, that is Number one. 

And Number two --

• 
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H.M.Jr: 
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H.V.Jr : 
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Bell: 
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That will st ill stand. 

Number two, any telegrNn from you in connec­
tion with Defense Savings, thanks or asking 
some artist to appear, I have been initial­
ing and they have gone out in that way ever 
since I can remember. 

All ri~ht , we will leave it that way. 
I didn t realize that it was that way. 

That is the way it has been. 

188 

That is all right, n will leave it that way. 

Nobody sends any telegram for you without 
coming to me and havi ng me initial it. 

I was thinking that Callahan could send 
out a mile. 

He never does. 

It goes to you? 

Every time. 

Well , that is all right. 

Most of tha t stuff goes out under his name, 
doesn' t it, where he is making requests 
and so on? 

Yes, but if the Secretary's name ~s used, 
it always comes to me, without fall . 

No, I think that is all right, so we will 
let it go . I thought Callahan could sign 
them. 

I think it will save a lot of trouble . 

• 

• 

Regraded Unclassified



• 

H.l.I.Jr: 

Kuhn: 

H.M.Jr: 

Kuhn: 

H.!I.Jr: 

Kuhn : 

I! . JA. J r: 

Thompson: 

H.M.Jr: 

Kuhn: 

H.!.!. Jr: 

);.ubn: 

1!.\I .Jr : 

Foley: 

H.M.Jr : 

Foley: 

- 10 -

He can't send out anything? 

Nothi ng with your name without initialing 
and approval by me, and sometimes I don' t 
approve. 

That is all right , Well, i t doesn't do any 
harm to check up once in a while, for me . 

That i s the way it has been working. 

That is entirely satisfactory. 

Sometimes they are thrown out. 

That is enti •·ely satisfactory. I didn't rea­
lize that , 

1.89 

I know that Harold has told me thnt he didn't 
permit an,one over there to use your name. 

O.K. I am well protected. 

They have never done that . 

I say I am well protected. 

I think so, 

I think so. 

After you spoke to me about the telegram 
from Baumbusch yesterday, Dan and I talked 
the mat ter over --

You will have to talk a lit t le louder, My 
ears haven't cleared , 

After you spoke t o me about the telegram 
you had from Raumbusch Dan and I had a 
little conference and f called .Ulan Sproul 
and John Pehle called Norman Davis . Baumbusch 
wrote a letter on the fourth of September to 
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the bank up there and simply said that he 
had wri,tan a letter on the twenty-ninth, 
one, in regard to Foreign Funds control, 
and the other in regard to Consumer Credit 
regulations . And he wanted to refer to 
the letter he had written on Foreign Funds 
and go on to say that he was having a 
meeting of the executives of the member 
banks for discussions of various problems 
in the next few days and he woule like to 
have somebody come up to discuss the regu­
lations, so there really wasn't any complaint 
in this letter. 

Yes, but then I spoke to my local bank 
and he says, "They can not - they were up 
to some meeting at Saratoga, the bankers , 
and they can't get this thing explained. He 
said he s tays up every night working on this 
stuff. What I should think - I don't know 
whether they have done it, but certainly 
if we get these complicated things out -
here ia another co,lainta that the Fed­
eral Reserve ought o hold meetinea - say 
one at Poughkeepsie where fellows oould 
come in from Kingston and so on. Another 
one at Albany. District meet ings . That 
should go on all over the count ry to take 
care of the little fellow. 

On the eighteenth of August, Kr. Secretary, 
after we had had two meetings here in 
Washington of representatives of the ver-
i ous Federal Reserve Banks, Yle sent this 
telegram: ,.A compl etely efficient adminis­
tration of Executive Order 8389 as amended 
in every section of the nation is of the 
greatest importance to the economic and 
financial s1de of the national defense . 
The fi ft een thousand banks of this country 
are a vital link in the .suocess of Foreign 
Funds control. Yost knerican banks have 
kept themselves fully informed of every step 
taken uncer the Executive Order and have 

• 
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cooperated expertly with the Treasury and the 
Federal Reserve Banks. Foreign Funds control 
significantly affects the country's welfare 
It places important responsibility" - - • 
I know, but then what happenedf That is a 
telegram. 
V~ll, we asked them to get in touch with each 
bank --
Yes, but --
•·• in their district and asked the bank to 
designate an important official . 
But did they do itt 
Yes, they did that . 
But then did they go into the field? 
Well, now, I am get ting up a telegram to each 
Federal Reserve Bank following up this wire 
of August 18, and saying that we are getting 
reports of instances where the small banks in 
various parts of the count ry indicate that 
they are not familiar with the thing, and we 
are asking them to follow up to see that they 
are familiar, to arrange meetings in the rural 
areas , attend the banking meetings in the rural 
areas, and bring the local small banks up to 
date in so far as this is concerned. 
Do you know any banker in Syracuse? 

Yes . 
Call him on the telephone and ask him how it is 
going. 
All right. 
Ask the Federal What have they done since 
they got this telegram. 

We will --
The trouble, ~. Secretary, is tha t these regula­
tiona are very complicated and the aterage small 
country banker just will never get them • 
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Now, this is being - these arc questions and 
answers rog~rdin~ T. F. R. three hundredL for instance, that we have gone over here. 1here 
are a hundred and fifty questions and answers. 

Now, listen, old fellow, I have been 
through this before. You have got to 
run schools. 

Yes . 

!1011, if, for instance - let's say at Albany 
everybo~ within f ifty miles is invited to 
came in to Albany. 

Yes . 

And you held it one, two or three days, 
a school, and that was repeated all over. 

I think that is a good idea and I think a 
Treasury man has to be there because otherwise 
you might not get sympathetic treatment, 

No, I don't agree . 

Let me finish . 

1"/e can' t do that 

Excuse me . I , when I was in Farm Credit, 
with aU the rush and everything else, 
held twelve regional meetings, where we 
brought in people from four states and we 
covered the whole United States and we 
stood up there, Bill Myers and I - you 
remember how we answered questions, Gaston , 
And by the time we got thro~, everfbody 
in that room knew about the ?our div1sions 
of Farm Credit and the;r thoroughly under­
stood it. 

Now the fact that ;rou sa;r these fellows -
that they are complicated, that isn ' t 
the answer, Ed. It has got to be a 
question of - if it is a three day school 
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and the answer is, a fellow says - well, 
inst ead of saYing, •namn it, the Treasury 
sends in all these silly regulations" they 
say "Treasury is wonderful. They gave us 
a three day school. " It is just a difference . 

I think Dan h right. These things are 
very complicated and we are very apt to 
forget how complicated they are, particularly 
for 51!141.1 banks, and I think in order to 
get the kind of a,apathetio interpretation 
and explanation to these various groups 
that there ought to be SCIIIIe such arrangeJaent 
and that in every such school there ought 
to be a Treasury man. If you haven ' t got 
some, then train some for that purpose , 

Ninety-five peroent of the suestions that 
are raised under these regulations will 
never be met by the average banker and it 
is that five percent that he - he has to 
read the whole regulation to get all the -
to get his little five percent out. They 
will just never get them. 

\'/ell, in so far as the Federal Reserve 
Banks are concerned, l!r. Secretary, !lorman 
O!.vis and Kimball and Knoke and those boys 
in New York know it as well as we do donn 
here. 

Look here1 you have got two of the best 
teachers 1n the United States sitting in 
this roam. One of thma is connected with 
an extension service lmovm as the Rockefeller 
Foundation. Is that an extension service? 

Yes . 

Subsidized, Ask these peoples' advice, haw 
to run a field school, to educate these 
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people , and the very fact that there are -
they don't understand it and the very fact 
that the little fellow doesn't, he is the 
fellolt that ought to !mow in order to make 
good-will , I meani the stu!£ that you get -
I mean on the g&IO ine business, from 
Ickes, it is just terrible, 

That is right. 

We ought to have a clinic hour in which a 
group can come in and hear particular cases 
discussed as these things develop in addition 
to any of these schools, It is ~ impression 
from Chicago that wh011 they master it then 
the next day a case comes along that doesn't 
seem to fit the questions and answers --

There isn't a oountry in the worldr J.!r , 
Secretary, in which complaints aga1nst 
forei~ exchange control haven't super -
haven t exceeded complaints about any other 
government function, and I think there may 
be an opportunity, with the expenditure of 
a little more, probablyi than might appear 
to start, to get an ant rely different 
reaction from the public as a whole . 

Uay I interrupt? Ed, this is not a ~ob 
for a law,rer. It isn't - this is a JOb for 
an extens1on service, for teachers, for 
people who realize going out. It is a 
teaching job, It isn' t a legal job and 
lVith these people - Harry teaches . 

Does he? 

It is a lawyer' s job too and lawyers are 
also teachers . 

It is a very technical job, 
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I am sure a program can be arranged. 

No matter how &ood a syst~ you can set up, 
it may be the best the human mind can 
think out , you are still going to get 
probl~s because this is bound to - I am 
not saying that all has been done --

I have got a suggestion. 

If you still keep on gettin~ cooplaints, 
it doesn't mean that the thin& --

1,95 

I have get a suggestion. I will bet 
after you have done this thing that - here is 
the good will . Either I GO to the Anerican 
Bankers Association and say, "'"iill you join 
the Treasury'? \'ie would like to put on a 
half hour in the morning when the radio 
isn' t busy and we are going to take the 
more dif ficult questions and we are going 
to give questions and ansvrers once a week. " 

A round table. 

Yes. 

That is right. 

At twelve o' clock or sooetime which isn't 
a crowded hour on the radio and will the 
kcerican Bankers Association Join.us ~ this 
pro,ram? ·.\'e are going to holll thl s tling 
but o every week, once a week, we 11ill put 
on these questions and ansrters and as the 
questions came in we will have somebody --

Possibl y a group . It may take a group. 

It would take a group . Questions and 
anst1ers and questions and answers • 
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That 1e all right. And the thing ia 
important enough for good will - I mean, 
I non't care, Dan, if you don't mind, 
that is the fin perGent -.1ou talk 
about morale. We do evecything tor morale. 
It they would say, ~Vell, by God1 the 
Treuurr has done a wonderful job. They 
have gone out and they are just as lllllch 
interested in the fellow in the town of 
two thousand as they are in New York Cl·tT· • 

I agree with you that that is the people 
we want to reach. 

I think you will find, lEr. Secretaey, that 
a larger percentage of the population are 
not criticizing but I recognize the 
importance of the little fellow. 

Don't take it personally. 

I am not taking it personally. 

I mean, this 1a something entirel7 new. 
I am looking at it from the standpoint of 
unitT, morale. IVa put on a Treasurr 
Hour. lt;y God, here you han got fifteen 
thousand banka. I want tha to go out and 
say, "The Treasury is wonderful. The time 
and the patienoe that thq take, and we are 
going to do it. • The next thing - and 
we get a rebound on this, "Oh, let's forget 
selling these Defense SaYings Bonds . • I am 
sick and tired of the Treasury. You see? 

That is particularly true --

1.96 
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If they want us to clear \VPJ. checks, let tha 
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pt.f us . I am just .ted up with it.• We 
are al11ays going to the banks. The;r han 
got t o buy yq merohandhe. I want the 
banks - they are yq oust0111ers - I want 
them happy. It is up to this group to make 
them happy, you see. 

I think that ia right. I agree with t hat. 

They are 1111 customers. I han got to make 
thflll happy if I am going to be successful. 
You have got enough talent here that you 
could take these people aside and sit down 
and work out a program. You will help, 
won ' t you, Walter, on this? And Jake? 

Sure. 

Am I r ight, Jake? 

I think you are absolutely right. All that 
I have in mind is that whlle you are 
absolutely right1 don ' t expect that you 
can run a. thing like that without having 
individual cases of ce.tuaion and misunder­
standing because it is a tough proposition. 

But also admit that through no fault of 
anybody, we haven't done It on an extension 
basis llie - that we han sanething that 
we go right down to the gran r oots and 
exp.laining this thing to the little fellow, -
we have never had a thing like this before. 

I think, Ur. Secretary, we have got lll&D1 
fewer oanplainta that any other country. 

I have been impressed with the achievement 
as an administrative job, that it hasn't 
caused more headaches than it has. It seema 
to me almost a miracle in administrative 
accomplishment. They have done beautifully. 
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foley: I am awtall{ flad Jake has said that because • I think tha s true, 

H.Lf. Jr: Well, I always say in Waah.ington you get 
three warni~f! and before eomebodT lumps on 
us in somet g like this, I would ike 
an educational program worked out. I would 

. like you to consider a radi~ogram for 
a hal! hour early in the m.o g when tJd.Dga 
aren't crowded and - so that tCu can hav.e a 
discussion of the questions t came ur and 
do the thing because these are the peoi e in 
the final analysis - I have got to go o 
thao to help ae finance this nationil defense 
lrogram and I want satisfied customers. 

have got to have satisfied customers. And 
the more fuss you make over them the more 
they like it. 

\Illite: I think you have ~ot to do it soon in order 
to - because the enator --

H.l!.Jr: Excuse me, Fera;~~ befin to think about m1 
speech for the b a he stuff I have been 
ea~g for October flrat, will ~u, the stuff 
I ve been saying here in the at ten or 
fifteen minutes. It might be useful, Yle 
have got to 'get a subject. I have no IDbject, 
Incidentally, I don't know what I 1111 going 
to say if I go up on the fifteenth. 

Kuhn: I was go1ng to aak about that , 

H.JJ.Jr: But the stuff I have been saying here. 

Foley: Do you want to fet out of that, llr , Secretary, 
or do you want o go? 

li.U.Jr: I would love to get out of it . 

\',hlte: On the fifteenth? 
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Yes, 

Well, just before Henaerson --

You have already supported the legislation 
publicly now. 

Is that a fixed date? 

No, it is not a fixed date. 

They are going to take Henderson on aga.in, 
as I under stand it. 

Then ~not take it for granted that I am 
not going? 

199 

All riltht . WUl, I mean it you W&nt me 
to worK - work ~tbat approach, I will 
be glad to see .. can do about getting you 

• so that rou won't ,. t o go. 

\'1~ let1 1 put it th11 Wafo Tuesdaf is 
i:JIPijPtant to t he llorgenthau family . Yy son 
becomes an ensign in the Nuy. I will not 
be here Tueadaf. If I don't have to be 
here KOnda7 - well, I am 1hort on apple 
pickers. 

You had one date }[ondaf with those retailers. 

Well I could be here but also I am veey 
short on apple pickers and I am having great 
trouble aetting apple boxers. 

Do rou need anr apple polishers? 

We don't do that, Jake. The apples are so 
beautiful they sell themselves . You can 
save your spit. 
I don 1 t know whether the Secretaey 1a familiar 
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with the tena, •apple poliehere•. 

Sar• he 11. • 

I beg his pardon . 

'Gh1 I m thlnldng of what t he:r do in the 
apple industr;y • 

..aft 1e t hinking of what the;r do 1n t he 
tuoh'ng lnduatey. 

apple f or the teacher. 

.ll'e we all right on this? You han got 
what I want? 

su.. 
Then go to i t, will ;you? 

All right. 

I han got to go around t he r o<111. Let me 
iaiP what ;rou do, And t hen two things. 
Fr!d out fl"OII fOUl" IIIAll and l et me know t odaf, 
1! poasible,_ i! I m expected up ther e on 
the fifteen til. 

Yea. 

And then would ;you ask somebody on the Hill -
han f OUl" Hill man ask Carter Glaas it he 
wi l l lntJ.Ooduoe 111 speech into the record. 

Sure. 

Cuter Glaas. Please. Are ;you making notes? 

Jlant al notes. I han one othel" t hing. 

Can ' t I get b;r ;rou? 

• • Regraded Unclassified



Foley: 

H.V.Jr: 

Foley: 

H.lol.Jr: 

Fole7: 

H.li.Jr: 

Foley: 

c 

H.II.Jr: 

Foley: 

- 22 -

No. 

These urrhd JHn, ther talte an awful lot 
ot time, don't they? lL&ughter). 

Colonel Bain of the I . T. & T. came in. 

Yes, I heard about him. 

We ougnt to check the cash after he lett. 
he is a prettr Dcoth gq. 

I'll sar he is smooth. 

He has got aoae properties in Spain which 
he wants to sell. They are worth about 
sixty- tour million dollars . He has worked 
out a deal with the British whereby the 
British will give him eterling and he has 
worked out a deal with Jesse whereby Jesse 
will make the loan, but he has got th get 
dollars and he wants the Treasury to tell him 
that we will approve the deal wherebr the 
Bri tiah Treasury can pay him dollars during 
the post-war period. Now, it is our recom­
mendation that we - after we check with 
the State Department and with Jesse Jones, 
turn the matter down. 

It is all right with ae . Was it he that 
got that slice of money out of Roumania? 

Yes, that is rildlt . He got a hunk. He 
got fourteen million dollare for his Roumanian 
properties and nothing has been apfroved 
since that time and while this ian t a 
Forei£n Funds Control problem, because it 
doesn't involve the use of blocked funds , 
it is a question involving the use of dollars 
by the British Treasury and it seems to 
me - -
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I would like to haTe a little m .. o on it 
to study it. 

(Mr. Fol ey handed the Seoretarr a msmo) . 

Jq heanns, I said a msmo. 

Well, 1t ia only a mao . (Laughter) . 

What elae? 

That is all there is to it. 

.ill right, send it up to the house. Now 
can I go on to the next? 

Right. 

Now, give me a report, You have got all 
thia talent . Get them to help you on this 
school. 

!11 right. 

Rarry'l 

With reference to your rsaark as to a 
subject for a speech tor October first, I 
think it might contain something a little 
more important than what I gathered your 
thought was . (Laughter). 

Kr. Secretary, that is not a case of 
apple poliehlng. 

That la right. 

• 
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Here ia a - I thought he was going to work 
on it. 

Will ;rou supply the more iiiiPOrtant ide&a? 

No, I thought Ferdie Kuhn waa very fertile. 

We need some ideas, and we will be very 
glad to receive same from ;rou, ;rour section, 
llr. \1h1 te. 

I will tey. There 1a one action there 
called - that we would like to have ;rou con­
aider and that is to - asking ;rou to get in 
touch with MCClo;r because that is a bottle 
neok on an iiiiPortant matter. 

Well, you had better ask for a conference, 
then, and take ;rour memo baok. I will do 
it when ;rou see me . 

All right, I will get it. 

You asked about - ;rou asked llr. Foley and 
=1self tor exports, petroleum, and other 
things, to Spain. 

Yes, and I see a lot of people got excited 
about that. 

That is a memo on it. It ia mostly tables, 
just the first page. 

I will take that home. 

That Spanish situation? 

Yea . 
We have asked the British - they reported 
there was nothing to these reports of di­
Tersions, but we have asked the State Departllent 
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to look into it and see if the;r can give us 
aDl verification or disproof of it. We have , 
only stories from two people , a master and an 
engineer. I doubt if there is much to thea. 

H.U.Jr: O.K. 

Whi te: 

H.l!.Jr: 

Cochran: 

H.M.Jr: 

Cochran: 

H.II.Jr : 

Cochran: 

H.M.Jr: 

Cochran: 

All l'ight, Harry? 

The rest of the memos can--

You will get a chance? 

The State Department told me ;resterda;r there 
would be no signing of the Uexican arrange­
ment this week. The;r still have to hear f'rom 
Mexico on the petroleum phase of it. Then 
the;r have to get our own petroleum people 
in. The;r haven't consulted them. 

Did I talk too soon? 

I don't think so . There might still be 
dela;rs. There has been some criticism in 
the business papers about the arrangements. 

Not about our arrangements? 

No, about the general idea of putting in funds 
to help out the pa;rments, ;rou see . 

I have here the Stabilication Fund statame~t 
and one on the sale of British securities. 
The;r are still going on. 

Are the;r still selling? 

Yes, there are small sales . 

The only other thing I had interests Yr. 
Fole;r. It is that Swiss gold to Portugal. 
I think !lr. Pehle wrote a memorandum on that • 
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I have a memo that he prepared. 

Will JOU let me take it home w1 th me? 

Yes . 

205 

I have aome more information on the subject 
which the7 put in the 11emo, so I didn't want 
to keep writing. It JOU would get the two 
ot us together--

Well, the meaorandUJI that John and I subadtted 
to JOU contains info !'Ill& tion that the Bri tiah 
have gotten in so tar as that transaction is 
concerned, and the7 think 1t should not be 
approved. John feels quite stronglJ about it, 
and he S&fS it JOU are disinclined to go 
along with his reooDIDiendation that the thing 
be turned down, that he would like a chance 
to be heard. 

Good. 

I think we ought to settle it fairlT soon. 

Well, we will do it best we can. 

.liJTthing else? 

'lhat is all. 

11af I return to something, Kr. Secret&rJ? 
Did JOU happen to notice 7esterda7's Wall 
Street Jouion&l? 

About me? 

About JOur proposal. 

Yes, who has been talking? 

I don't know who has been talking, but it 
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there ia going to be &111 more ta.lldng, I 
wonder-- (Laughter ) 

I was wondering before the eoheme jelled 
or crystallised, I wondered whether there 
could be some discussion. 

You and me both. 

206 

Now that Xi.ntner and Alsop are in the IU'IIed 
forces, it is a little harder to find who 
talks. 

What is the subject? 

Why, the whole thing, l£orgenthau' s idea on-­

Under serious consideration. 

Severance wage. 

There is a whole column and a half on the 
front page. 

It was in your speech. 

Excuse me? 

It was in your speech. 

But all the details. 

Nobody has mentioned a two months' period 
public~. You never have. 

Well, I will show you how innocent I am. 
I have been carrying George Haas' memorand\1111 
around with me for five days and I haven' t 
read it yet. 

llaybe that is the answer, somebody else read 
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it when you were carrring it around. 

Got anr good ideas about Chicago, H&rrr? 

I - That .is the idea I have got, nothing, 
but I think that that - an elaboration of 
that proposal might be worth considering. 
Oh, I e.m sur e some of the men here will find 
some good idea. 

Ask Harrr whether he thinks that I can use 
that (handing paper to Foley) in Chicago. 

All r ight, Geor ge? 

I have nothing. 

I think this might me.ke a wonderful theme song. 
(Laughter) This ie all in the interests of 
increased production. 

I e.m sorry, I e.m being a little naughty. 

I can' t judge that. 

We will let you see it afterward if you will 
promise not to read it when it comes to you. 
It is a little mean. 

Ferdie, how did you sleep last night? 

Vecy well. 

I had a bad night . I couldn' t get to sleep 
until one or two o' clock. 

I never can on trains, but I slept six or 
seven hours and it was all right. 

~ I tell those retail ers who have been ask­
ing, t hat you will open their party on Monday? 

• 

. 
• 
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Not definitelf 7et. You had better aak 
me again Frida7. 

And you want ed to talk to me about Yr. Hummert, 
who is coming down t omorrow. 

Will he be here? 

He will be in town tomorrow. 

Is he doing a good job? 

As well as he can. I think that he ought 
to be seen for a little "thank you.• 

Do you think I ought to have him for lunch? 

Not necessar ily, but he would like it. I 
thought of a fifteen minute meeting here in 
your office . 

He runs that program, doesn' t he? 

The NBC thing, yes. He has never seen you, 
and never seen any of us around here. 

Well--

! mean, he is entitled to a little meeting. 

ill right, I will have him for lunch and fOU 

and J.!r . Graves. 

Fine. 

Chick? 

I have nothing further. 

Larry ~of the State Department ·called 
me yesterilay and said JJr . Hull was very much 
interested in getting the values that the 
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Standard Oil Compe.n;r had put on its 1:ex.ican 
properties and wondered if that information 
might be gotten from the income tax returns, 
the balance sheet they filed with the returns, 
and he said that if you preferred, you could 
give t hat information confidentially to Hull 
alon·e, informally, and not send it over so 
it would be available to all the State Depart­
ment people, if you preferred it that way, but 
Mr . Hull would be very much pleased . 

Standard Oil of what? 

New Jersey. 

What do you think, Ed? 

They want it in connection with this Mexican 
negotiation. They want to get some idea of 
the value that the Standard puts on the 
JJexican property. 

Is lhite poking you? 

llo , he didn 1 t touch me, I will lean away from 
him so he can't. 

7/hat do you think, as my counsel? 

i'lell, I don't know. I 11ould like to talk it 
over with Bernie and John. 

Will you? 

Yes . 

I would like to know what the precedent is. 

All right. Suppose I get together ~ith Dan? 

ll .1'.Jr: Yes. 

• 

• 
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Yea , John Sullivan ought to be in on it too. 

Will you? 

O.K. We would like to have a conference with 
you on the Social Security program as soon as 
possible. I understand that l.lcNutt had an 
appoi nt.lnt with the President today, but 
I ass~ he didn' t come down, I don' t know. 

• 1a l'Ushing 1t a little •bit . He has taken 
tbe atti tude he isn't waiting for anfbod1 • 

.. h that? 

Molfutt kind of gave the impression at Cabinet 
that we and Budget were sort of sitting back. 

He was aver at the conference day before 
,-eaterday. 

Well, listen, don't you want to see me before 
the three o' clock meeting? Don' t you want 
to bring me up to date? 

We can. We have a memorandum, or hope to 
have, by three o'clock on which we have all 
agreed, and you can read it and we can tell 
you where we go from there. 

Are t he Federal Reserve people going to be 
here? 

Yes, and Allan Sproul. 

Oughtn't I to have a little coaching, a 
little discussion in our own shop? 

I don ' t think it would do any harm, if you 
have got the time. We are going to meet at 
two thirty on the revised draft , 
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Well, I thought I would meet with you at 
two thirty and I would like to - like very 
much to go over this thLng just with our 
own people. 

21.1. 

Well, we had a meeting at two thirty with 
Ronald Ransom to kind of put the draft of the 
memorandum in finalshape . 

I don't think that will take more than five 
or ten minutes. 

Can't I get a little coaching on this before­
hand or do you want me to do it just out in 
the open? 

I see no harm in doing it right out in the 
open. 

All right. 

But I see no harm in having ou.r meeting at a 
quarter of three with Ransom and seeing the 
Secretary at--

There mrt be some question which the Secre­
tary might want to raise. I think fifteen 
minutes would be better, ahead of time . I 
don't think you will need more than fifteen 
minutes for Ransom. 

Do you need Ronald Ransom at two thirty? 

Well, he is supposed to agree on the memo­
randum that we submit to you. 

Would he mind waiting from a quarter of three 
until three? 

No, I will call him and tell him to come at 
a quarter of three. 
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You aean at three. 

No, we will see the Seoret&J7 at two thirt)' 
and then we will go baok in rq ro011 and go ' 
over the final draft with Ronald at two 
forty-five . 

Yea. Then after that ia over we will talk 
about Social Security and see what i8 left. 
I have no more appointments the rest of the 
dq. 

But I 110uld rather you would give us that 
time tomorrow than todaf . 

Well--

Because half an hour or an hour would be 
better, but a half hour if you can't spare 
the hour. 

Let me get rq calendar. 

It is quite a program. That is all I have. 

I am sorry. I was ready to do it this afternoon. 

Well, we are ready too, but Blough has been on 
the Hill all morning, and I don't know whether 
he will be here this afternoon or not . They 
would be ready at four o'clock. I think it is 
a little late to start in on a program of 
that kind. 

O. K. All right, eleven o'clock. 

We have been giving the usual thirty dars ' 
notice to the ~nergen07 Relief employees whose 
services are being discontinued, but we find 
in many cases the employees have two or three 
months accrued annual leave to their credit. 
Giving them thirty days means that in some 

• 
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cases ther ·can be absent tour months before 
th~ go off the p~oll. The appropriat ion 
1a cut very draatioal~, and we have got t o 
save moner on it, and we would like to 
eliminate that thirtr dare notice where the 
emplorees have accrued leave. 

No, it is not fair . 

Where ther have accrued leave in excess of 
thirtr dSTS• Be sure that th~ get a tull 
thirtf dars' advance notice that their ser­
Tices are going to be terminated. I think 
that is fair . 

You see, the accrued leave has run up to 
sixtr and seventr dars, and when you add 
Sundars and holidars to it, it means three 
or tour months, and then thirtr d~s notice 
on top of that is quite a long period. 

Can't ther work those thirty days? 

Yes, but we don ' t need the services . We are 
trying to save money to get the appropriation 
down. 

Is it the custom to give thirty days' notice? 

That has been t he regular p.ractice. 

That is kind of cutting corners. That is 
cutting corners. 

Eddie Bartelt is having quite a time to get 
down. He had two million dollars to cut on 
appropriations. 

cut it right in two. 

The tact that the fellow has got an accumulated 
leave and if we don't give him a thirty dey's' 

• 
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notioe, that ie cutting corners. I wouldn't 
do it. 

We are being very succesetul in placing moat 
of the 8J11Ployeea here in Washington. We have 
placed about a hundred percent. In the field, 
of cours~ there len the same opportunity. 

\Vell, it may work out 1£ they get thirty days • 
notice, they may go to their new jobe or-

They might do that. However, Eddie feels 
that they are going to stay t hircy days. 

What kind of work is thie? 

It ia in this accounting oontrol work in 
WPA. 

Well, that wasn' t for your signature. I 
plan, if you approve, to go on record with the 
Budget Bureau and t he Public Buildings Adminis­
tration to ask for a Treasury Annex up here 
on the Belasco Theater and Cosmos Club site. 

Fine. 

It will be some time before we can get i~ if 
we do get it, because the Co moe Club will 
be there for another year. 

I thought the Coast Guard had a plan to build 
a CoasE Guard building wq down here on the 
channel, an4 I don' t like lt at all. I think 
Coast Guard and Customs ouiht to go together 
in Whatever building we build right up here. 

You had bettor talk to Norman. 

We have discussed it . 

I had mentioned it to Norman, and Waesche is 
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satisfied with that idea, too . 

Getting another buildi~, Harold? 

215 

Dr. Magill wouldn't accept his travel expenses 
on the last trip. You were going to see Mr. 
Harper and Admiral Covell. 

Give me a time tomorrow. 

I have got another man, Wr. Sll'igart, the 
Assistant Director of the Bureau of Engraving 
a.nd Printing. 

I will try to do it tomorrow. 
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The Secretary told Wr. Schwar~ today that he will 
hold him responsible for the Job of looking after the 
broadcasting of his address befpre the American Bankers' 
Association in Chicago. 
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2:30 p.m. 

21.7 

RE EXCESS RESERVES 

Present : 

l!.H. Jr: 

Bell : 

Mr . Bell 
J.!r , White 
){r, Haas 
J.!r, stewart 
L1r . Viner 
Llr. !.!urphy 

Yes, Professor Bel l . 

Well, this is a memorandum upon which this 
group is practically agreed , to be submitted 
t o you and to the Board . The reason !or 
its goin~ to the Board is that Ronald feels 
that he ts in about the same position as 
the Treasury people on this comna ttee in sub­
mi t ting it to you. It hasn' t been discussed 
with you other than in that informal confe r­
ence, and he has to sell it over there after 
it is agreed here. 

We set down these f i rst three points fi r st 
because they were easy to agree upon, and 
then we tackled the reserve questlon . \Ve 
have had a long discussion on that . Last 
Friday we thoueht we had an agreement on 
a formula when we broke up. Last ~nday. 
I will t ake it back. But on sleeping on it 
I think some of us thought that maybe that 
formula would be worse than general control 
over• credits or the reserve means . 

So we went back at it again this morning 
and rewrote that part of the reserves which 
there was vi rtual agreement on, end this 
i s the memorandum that we intended to sub­
mit to you at three o' clock. I think the 
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beat way to get at l t la to Just read lt 
hurriedly at thh ... ung ana then we 11!.11 
come back at three· and diacuaa l t . 

•1 feature on the up alde was United Ply­
wood Preferred. " That ia in the ticker. 
Wb7 do we al l get in on that one . 

They are getting ready to change their 
hair 10 they will cOJU under the·· regulationa. 

I think the .arket ia interpreting this - ­

The funniest thing, Dan, when I ude this 
statement a day or two after election, and 
I aaid that the Prealdent of the United 
States would never perldt inflation, you 
aee , and pointed out how blg the debt waa, 
the market went up alx points . Do you 
rem«mber? Do you remember that? 

Yea, 

.Ul I said - -

It todk, I understand, two pasaaf ea from 
your speech, to make an interpre ation that 
there was going to be action by the Treasury 
and the Reserve Board on reserve require­
menta . One was, you aald they aay have to 
exercise some general control over bank 
credit. The other was that you said that 
Wilson approved a bill in 1920 which - no, 
that the Federal Reserve Board in 1920 --

•17. 

' 17. 

Increased.--

Reduced. 
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Reduced reserve requirements in a similar 
situation, so they took the two together 
and said some action i s going to be taken. 

Congress reduced i t. 

That i ,s ri~ht, Congress gave authority 
to reduce 1t. 

T~t is all right. That is a reasonable 
i nterpretation, 

Well , I am glad the market went off. Well, 
do you want me to take the next fifteen 
minutes to read this? 

I think if we only have a short time we 
might concentrate on four . 

Why not read tht whole thing? 

Why don't we leave i t with you and let us 
go back and talk to Ransom? 

And be back at three o'clock. 

And come back at three o' clock. 

Wonderful. 
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RE EXCESS RESERVES 

Present : 

H.!J.Jr: 

Bell: 

H.t:. Jr: 

Bell : 

H.t: .Jr: 

Sproul: 

Ransom: 

ll .:J. Jr: 

Mr. Haas· ,~ .. ., 
1lr • Ren s om 
Mr. Bell' , 
Mr • J.l:urplcy' 
Mr. Goldenweiser · 
1l:r • Stewart ' 
J.lr . Viner' 
l!r. Sproul' 
l.!r. mute' 

\';en, gents, I have read t his memorandum 
and I say for a st arter it is very good. 
I thought we would have New York in here 
because they never agree on anything. 
(Laughter). Yost likely they feel we 
haven't gone far enough. 

Allan hasn't had a chance to read this, 
L!r . Secretary. He just got in to'l'lll . 

When did he get in to'l'lll'l 

He just got here. 

l'•hl don't you get here in time to do your 
hom.ework? 

I thought it might be better if I came in 
fresh without being contaminated. (Laughter) . 

Mr . Secretary, I would like to first --

They bring it in to me, you know, and say, 

• 
• 

• 
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"Here it is; now read it" at a quarter 
of three. 

~ . 

I vrould like to express very great apprec­
iation for the time and effort that your 
s taff men have given l!r . Goldenweiser and 
me in the preparation of t his meoorandum. 
They ~1orked very continuously at it and 
listened to all the arguments, and VIe have 
listened to theirs, and I have a hopeful 
feeling that it marks real progress and 
that it does lay a foundation for further 
progress in the light of an effort to 
state here somethin~ in the nature of the 
general principles 1nvolved. I feel ~self 
very ouch encouraged by it. 

I requested that it be put in the fonn of 
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a joint r eport to you and the Board because 
I have had no opportunity to koop the Board 
currently advised and I thought 1n order to 
get results, l"lhich I o.m personally very 
anxious to do, that I v1ould like it on a 
basis Tihere you and the Board then can 
agree, as I hope you can and believe you can, 
and in so far as this lays the foundation for 
that I think we have made some headm1y. 

l:ell, my peoule here also feel that they 
have never r:orked on a more friendly and 
more intelligent basis . They are all very 
enthusiastic about the cooperation. 

I rrould like to specifically call your 
attention to a fevl additional ~lords that I 
have asked them to put in . I only had a 
chance to read it just a few minutes ago 
myself, and if you would turn to page three, 
in the second paragraph, 1"10 are in effect 
agreeing that we won't do anything in connection 
v;i th these four proposals until we reach 
an understanding as to what can be done • 
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I find myself, as a member of the Board 
required under the law to vote on the ' 
quest ion of exercising our authority, and 
while I have no reason to anticipate it 
will come up in the interim between nov1 
and some Treasury financing, in order to 
make my own position perfectly clear I 
would like in the third line to change -
strike the word --

Third line? 

Third page, second paragraph, so that it 
will read - I will tell :rou when I am 
changing it - "It is clearly agreed by the 
group that all four of the proposals 
elicited below are to be considered end 
treated as integral parts of one whole. 
That agreement rests upon those" - strike 
prior - "upon the acceptance of all four 
proposals ~rior to the next long term 
Treasury f10ancing.• 

Now where will that be? 

Now, that strikes the word "prior" before 
acceptance end after the words, "of all 
four proposals" add "prior " to the next 
long term Treasury financing. Now is that 
clear to you? 

The change he has, Ur. Secretary, is not 
in substance. 

We changed "long term" to -major" in that 
other one . 

It would be long term here, I think. 

I think long term is what I had in mind, 
that I didnTt want to • I don't care if we 
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can keep the thing open how long we 
keep it open, while it ls in the process 
of aiscussion, but I hevo got to have 
some end point on m:, own responsibility 
in the matter . And then thnt would mean, 
J.!r . Secretary 1 in the next line, I vrould 
like to add, 'and that no action be taken" -
insert "in the interim" - ''with respect to 
any of the four." 

That becomes a recommendation in which I 
join to the Board and you that no action 
be taken in the interic. 

We didn't have time to make these 
changes, Mr. Secretary. 

That is all right. 

They are not of substance so when we go out 
of here and rewrit e it --

J.!r . Secretary, in the same page, sub-section 
B, because the term "bank credit" did not 
seem to me to be quite as complete a 
statement as I would like, because I think 
the ~uestion of excess reserves and reserve 
requ1rements is involved, I would like to say 
that legislation be requested by the 
~dministration for new powers over the 
volume of bank credit. 

VI ell, you fix the t up. 

We will fix this up and give you a new copy. 

It is --
I believe someone made a suggestion on page 
four . 
\'/ell, for IllY purposes I have no interest. You 
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will get a chance to ohange it afterward. 
Let me just go around. Talking on the 
record or off the reoord, as this is now, 
have ~ou a minority report or is this a 
major~ty report? 

As far as I am concerned, I can make that 
as a report and a rec011111enda tion - I will 
join in it to you and the Board. 

And you have no other suggestions? 

No, I have no other suggestions . 

How about you, Gol denweiser? 

It is all right . I would sign it . 

You signed it? 

I would sign it . 

In the Treasury all we aan get is initials . 
We never move unless I get twelve initials . 

VIe can contribute two or them in this 
instance. 

I won 't ask Sproul. You are not ready, 
are you. Walter? 

I am satisfied. 

George? 

I am satisfied. 

Henry? 

I am not a mamber or the committee . If I 
were I should dissant. 

• 
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Well, go ahead and diaaent. 

It seems to me t he report largely conceals 
by verbiage l ack of fundamen tal agreement 
and that B expresses in essence a pious 
wiah. I .don't mean to say anything that 
doesn ' t impl y the highest degree of good 
will, This is merely a disagreement on 
the intellectual . It says under B that 
legislation be requested U.V the administration 
for new power s over the volume of bank 
credit and that the form of such powers 
be agreed upon by the Board of Governors 
and the Tr easury. 

The implicit supposition there is that 
a~e form of these powers can be agreed 
~on bJ the Board of Governors and the 
treasury which will accomplish what good 
mar be accomplished by raising the reserve 
requirements and still not dist urb the rate 
of inter est and wi ll not adversely or 
seriously affect the Government bond market . 

In other words, we can have our cake and 
eat it too? 

I don't think we can. I think we conceal 
our inability to have our cake a.nd eat it 
too by burying it in a phrase and if I can 
just make one other point 

You can make three . I have got all the 
rest of the afternoon. I don't have a thing 
to do until seven- thirty. 

We put an escape clause at t he end, Vie 
say if this doesn ' t come out as we expect, 
we are going t o support the Government bond 
market but it seems to me at ··the present time 
the Government bond market is generally 
eupposed to support i tself . It may be that 
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on the more esoteric point 

On the what? 

Say the more theoretical point. 

I never went beyond college. 

But it appea.r s to be a natural market and 
is generally accepted as a natural market. 
If by oeans of the initiation of general 
credit controls we take the fight out of it 
and it goes down, then the idea is that we 
can reinstate it t o its previous position 
by supporting the market . I don 't think 
you cen . I think that there is a something, 
an intangible something, to the market non, 
because of its apparent naturalness which 
will not be there if your reserves are 
removed and then put back again by suppor t . 

I think that the market, if it were restored 
to the same statistical position it has 
today would appear to be suppor ted by an 
unnatural market, that it would have lost its 
virginity. 

I would rather have the market stand on its 
own feet rather than have it knocked down 
and held up and that is essent ially what i t 
seems to me to mean, taken together . 

Let me just ask you in my own simple language . 
All of these things - you can' t do all of 
these things at once, see. Taking the 
situation of general price l evels as they 
are now, commodities, the Government bond 
market, the whole fi scal and monetary 
picture as it is now, you see, would you 
or wouldn't you use up the rest of the 
authority of the Federal Reserve that they 
have now, as far as excess reserves go? 
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I wouldn ' t and I aay that aa one who 
tears inflation and would like to take 
all steps against it , I don't think that 
the step is a releT&nt step, If I thought 
that it llllS going to hold down the price 
level I wouldn't hesitate to put · the 
Government bond market to considerable 
inconvenience, but I think it is a step 
which ia relatively futile on the price 
level and apt to be hannful to the 
Government bond market. 

As a matter of fact, if - and I !:k "if" 
because I am not endeavoring to e a 
forecast here - if the effect should be 
seriouslY deleterious to the Government 
bond market, I thi.nk that the psychological 
effect would be inflationary rather than 
deflat ionary. A bad Government bond market 
is characterst io of inflationary periodst 
and I think that if by this step 1ve ahow.d 
make - we should give ourselves a weak 
market we would have lost one battle in a 
fight to avoid inflation . 

One what? 

231 

One battle in the fight t o avoid inflation. 
I think that at the present t ime the 
strong and the at least apparently naturally 
strong GoverllDlent bond market is one bolt 
in fighting inflation. 

11b.o 118.11 ts to take him on? 

I would like to say, Mr. Secretary, that - ­

Who 118Jlts to take him on? 

I will take on just part of it, if I may. 
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Take any part. 

Take it all, maybe. {Laughter) . 

It seems to me that I am in agreement wit h 
only the last thing he said, that a strong 
Government bond market, a stable Government 
bond market is one of the most important 
factors in the fight against inflation. 
I can at least agree with the last thing 
Mr. Murphy said. I em afraid I don ' t agree 
with his conclusions or perhaps with his 
preoise. 

It seems to me that it implies that we 
propose, as be saya1 first to knock the 
Government bond market down, then pick it 
up and put it on ita feet again . I would 
say that if I were in your place I would 
not like to travel with any of these 
proposals unless I did have a feeling of 
reassurance that if the consequences of 
what we are proposing to do and which, speaking 
for myself , I believe would be a move 
toward - in the right direction in the 
fight on inflation, that it would not 
result in any such situation as knocking 
the Government bond market d011ll . I would 
want to feel in your place that the Federal 
Reserve System ns with you one hundred 
percent in saying that if i t s consequence 
was soLlething that we don't now anticipate, 
we would propose to take such action as 
the situation might justify. I think that 
is the essential difference, Mr. Uurphy, 
between you and me . We have discussed i t 
several times before . 

Could I just make one addition? 

Yes . 
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It so~ to me we are faced with the 
dilemma that any action on the reserve 
requirement front which is not strong 
enough to have a powerfully adverse 
effect on Government bond market is the 
futile step, a mere gesture, The purpose 
of raising reserve requirement s or taking 
the initiative on general credit controls 
is to make credit scarce. That is the 
only way that it has any impact on the 
econ~. If we take such a slap on the 
wrist as to not have an effect on the 
Government bond market, we are not taking 
any effective action. 

I have a feeling that the Govor!Ulent bond 
market ia so much stronger than 1!r. J.lurpby 
seams to feel it is, that the position 
of the Treasury is so much stronger than 
what he says it is, and it-implies to me 
that i t can stand a good deal mora than a 
slap on the wrist. Now if uhat we are 
proposing to do is wholiy futile, then 
of course there is no reason for doing it, 
but I don ' t think so. I think there are 
intangible1 psychological factors involved 
in our proolem which in considerable part 
outweigh the points you stated. 

I don't moan to imply, J.lr . Secretary, that 
I t hink any of us -I don 't think Mr. 
lfurpby thinks that any of us can be 
complet ely dogmatic on these conclusions. 
It is just a question of what lou think is 
going to happen to this situat on. It is 
a question or the best Judgment uo can 
obtain. 

I was just curious . The commodity market 
today went off practically - well, it went 
off decimal nine six, Dow Jones future 
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o0111111odi tiea, • Dow Jones etoolte
1 

indu.ett'lala 
were ott nine tenf:M ~the ' 
Dow Jones fort1. bonae •1 
nmeteen and the Gon ket 
doesn't ... to be ot t mlllh at Ill, .l 
litUe bit, • lNoUc, 1 oouple of thlrt;r­
eeoonu, 

Kr. Seoreta1."7 --

I think ;rou gan it more thaD 1 tap 011 the 
wrist laet night and I don't lb1nk it 
knookecl it down, 

I agt'ee with llurpbl to thh extet that 
if J OU ue going to do this thing i take it 
that ;rou do want to deflate the Government 
bond market , it it 1a infiated. I mean, 
this is a teet. If the Government bond 
market is inflated - -

J.Ir . Secretacy, I don ' t know what that 
phrase means. It is being used and I think 
ther e 1a --

Wait, mq I finiah m:t eent.Doe, please? 

Yes • 

• • , If a hundred and eight or a hundred and 
nine ia too high a irioe and b;r doing this 
reserve thing that e a teet to find out 
whether it is too high or whether it isn't, 
what? 

Yr. Seoretar;r, I think ;rour oCIIIIll&nts and 
Henr;r' s go to the vecy root of some of the 
problema that we have been t&l.ld.ng at vecy 
considerable len~ and I would like to ea;r 
a few wor ds, and I would preface 1111 remarks 
b7 that, in order to excuse t he tact I think 
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i t t akes more than a minute or two to 
make clear our position because they are 
basic and t hey are --

Well now, before you start - ­

Yes? 

Have you agreed to this mamo? 
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Yes, but for verr different reasons - not 
verr; but for different reasons than I think 
are apparent to you at the mc:ment. 

You have agreed to it? 

I have agreed to the mamo but I will have 
to explain that because I would like to be able 
t o say I either agree or disagree uith 
Henry. It would make it very simple but 
unfortunately I agree with some things he 
says and disagree with others and yet I 
think it is important enough so as to justify --

W&ll , I need some discussion because I 
don • t get the feel of what is in the brains 
of you people the way it is new. 

\'/ell --

I mean I don't --

We have been - they have been at i t many 
hours so it is a difficult problem. 

Go ahead, take your time. 

I have felt long, as Henry expressed it, 
and I think with George, that it would be an 
error at this time to raise reserve require­
ments, let alone to ask for new powers . I 
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have felt that t he advantages to be gained 
and t here are some little advantages ' 
would be offset by what I felt, and i think 
what Henry expresses would be adverse 
effects on the bond market, We discussed 
that at considerable length, I think 
\fe narrowed our range of difference -
I think J.!r . Ransom and J.!r , Goldenweiser 
didn't feel that the effect on the 
bond market would be as great as we did 
but at any rate, that was where the ' 
discussion left us. 

However, in order to get some working 
compromise to go ahead1 not with raising 
the reserve requirements but with 
further exploration we took this 
position, that if there were other 
methods of control adopted1 which did 
not incl ude - and that is lmportant -
which did not include asking for the 
power to r aise reserve requirements 
further but were confined on other 
methods, some of which have been 
discussed, same of which would be effect­
ive, if they would adopt those methods 
in agreement and if they further would 
agree to support the bond market at s~e 
pre-determined level - and I would like 
to say a word about that later - then I 
think we were willing t o say, if you can 
find agreement on those other points, we 
are willing to agree to using up the 
power s you have, on condition you don ' t ask 
for any more, and on condition you do 
ask for new powers which vtill be effect­
ive in controlling the expansion of 
loans, and on condition that you are 
ready to support any policy with regard 
to interest rates that are maintained, 
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Therefore, t his proposal here is 
to be regarded in the nature of a 
comproDise and it t akes cognizance 
of the fact that for many, many 
years the public has been led to 
believe, or the public has been 
told, that raising reserve require­
cent s at a tine of expandin& business 
enterprise is one of the metr.ods 
of control of inf lation, and that 
a failure to do so now llir.ht be 
r egarded as a statement tnat the 
Government i s afraid to do those 
things which are in its power -
i t is asking f or more powers . It 
i sn' t even doing what it has in its 
power t o do and there might be sorne 
psychol ogi cal disadvantages to 
that, which psychologi cal di sadvant­
ages rni~ht be avoided if you let 
thao ra1se r eserve requirements, 
provided we could a&ree upon them, 
and I am not at all sure that we can 
aPree upon theo, upon ot her measures 
~d upon the decision not to ask 
for further por:ers . 

Therefore, the fact that. we are un­
certaL~ as to ~nat we can agree upon 
has led us t o tie all thcso four 
t ot:;ether and that is Tilly we feol , 
or I feel, that t his is a - something 
that 1ve could go forward on but 
doesn ' t necessarily indicate that 
\'IS will end up in agreement or in any 
action at all. 
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,ioldenwei ser : L!.r . Secretary, tl&Y I --

Bell: In other words, t here is a lot of work to be 
done before we can come out here with a pro­
gram, particularly under B. 

Gol denwo i ser: I don't want to make 
to a sk--

a speech. I jus t want 

II.'~. Jr : t~ke a speech . 

·:ihl te : I am sorry- -

::Ol cl.en1Tei ser : I just want t o ask a quest ion. 

I. .'~. Jr : '.'lhy don't you make a speech? 

~ldenweiser: Later on, if you want one . I just want t o 
clarify one point i n Harry ' s statement , be­
cause it i s absolut ely vital to me . \"/e have 
all agreed to ask for more power ra ther t han 
not to ask f or more power. 'ln\en you say 
that we agr eed not t o ask f or more power, you 
mean not to ask f or more po1ver in the present 
f orm. 

·:.'bite : With respect to r aising r eserve requirement s . 

Goldenweiser : That is right, but the point i s, i t was par t 
of their a~eecent and several of the Treasury 
peopl e and ... our selves insisted that vte >:ill ask 
for more po1ver . The fol'tl of t he power i s to 
be aTreed upon . But we didn't azree not t o 
as for any power. 

·.\'hi te : But the form of t he p011er to be agreed u~on 
did, in the Treasury ' s mind or a t le~st 1n 
some of our mind~ - we felt that it d1d not 
include asking for the power to rai se reserve 
requirements. 

Goldenweiser: You don't f inish t hat phrase and i t i s an 
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awfully important phrase to finish. On the 
present method, not to ask fo r increased 
reserve requi rmnents on the present - by the 
present method. 

\fuite : No, my understanding was on any method. 

Goldenv1eiser : Well, say t he ceiling plan --

':.hi te : That is different. If you want to cell it 
that, O.K. 

Goldenneiser : I just wanted to make clear that that is not 
excluded from your stat ement. 

Bell: That is the reason this is r;orded in t his 
way. 

Ransom: 

"'hi te: 

Bell : 

l.lr. Secretary, I wonder if all of these people 
will agree with this statement on my :part, 
that there is a feeling that some add1t ional 
),lOwer in some form seems to be desirable, 
1f not necessary, at the present t ime, that 
there is a strong feeling on the part of the 
Treasury group that that eight spell itself 
out into one l'orm rat her than another. On 
the part of Yr. Goldenweiser and me, that 
the form is tremendously important, but that 
our consideration of the problem from now on 
doesn ' t exclude any possible form because 
we want to be sure we have explored every 
possibility before we come to a final con­
clusion. Isn' t that about your point, r~rry? 

Yes, although I think again it need~ to ~e 
re- emphasized only because TIS expluned 1 t 
so f r equently that we understand each other, 
but I am not sure the Secretary is with us . 

That is true so far as tho group is con­
cerned, Harry, what Ronald says, so far as 
the group o.s a r;hole is concerned, that we 
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did not aeree upon any formula and therefore -­

Exc~pt that I think that our acquiescence 
to 1t - certainly I can speak for myself and 
I ~ather that Henry feels that way, and i: 
think George does - that our acquiescence 
t o this is ~redicated in our own minds upon 
the ass~ptlon that there shall not be re­
quested among the poners the power to ask 
for further reserve requireoents above the 
present legal poners , 

I don't understand - -

On the ratio basis . 

On the ratio basis . 

I don •t under stand that, Even that tro.s 
nholly excluded from your consideration i f 
r:e, as a t;roup, can get do1·m to considering 
forms . In other \'lords, you would listen to 
an art;UJnent if anybody vmnted to make it . I 
don ' t know whether anyone v:an ts to make it . 

I thoUGht that v.us clear that there may be 
ot her forms which we \Vouid be &lad to discuss 
and oight agree upon1 but this foro was ex­
cluded froo our conuderation. ·.le thou~:ht 
we wouldn't cention it here because you feel 
you didn't r.ant to go before your Boerd with 
that specific - -

I just don ' t want to shut any door when we 
face together a really serious emergency, and I 
am less concerned with tho form th&ll the result, 
and if the two staffs of the Board and the 
Treasury can cOl!e together in a&reeoent on 
the form that t he thing is to take , then , 
speaking as one Board meober, I d~n ' ~ see v:hy 
I should be ~articularly concerne~ ~1th the 
form, if it 1s felt it will do the JOb. 
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t!ow let me ask you, Dr . Viner, hou do ;rou 
feel about this memo? 

I am satisfied with the memo . I think 

241 

probably like most of us here my reasons for 
agreeing with it would be just a little bit 
different from anybody else ' s . I think I am 
fairly close to Harry, althou"'h I also think 
on some thinzs I differ. I never have had any 
enthusiasm for the recerve ratio type of credit 
control, althou~l I have never been'sure that 
I sau as satisfacto~f an alternative, but I 
have felt over the years that the reserve 
ratio method is becoming, because of sti'Uctural 
changes in American banking, a less and less 
suitable form. 

In the aa;rs of, let' s say, the foundation of 
the Federal Reserve bank, the proportion of 
Government bonds in the portfolio of the 
American bankinr; system was so small that 
if they ti&htened up on their credit policy 
the the impact would not have been so important 
on the bond market as it is likely to be today, 
and no•1 ~ri th banks hold in~ C'.overnmental bonds 
in such large funds, there is danger, if you 
have a credit control type , that makes Treasury 
securities bear the whole burden of adverse 
regulation, so that I feel very stron~ly that 
the best oinds in \lashincton on these matters 
eJC?lore the possibilities of finding better 
formulae for control. 

On the other hand, I also feel that if vre are 
goinp, to have an inflation or a real, full­
si zed inflation, this time, as in mos~ other 
times, the banking system will be an llilpor­
tant part in brin$inco it about and that they 
have already suff1oient ammunition to do it 
on a large scale and that within six months , 
possibly as soon as that , or a year , there 
may be a' tough proposition in holdin3 them 
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back, and I would rather do the - some of the 
holding back or provide the tools for holdin~ 
them ba?k as early as possible when the bond 
market 1s as easy as possible and when the 
pressure on you not to act because of great 
Treasury needs is not very intense, so I would 
be happy to get potential controls, not 
actual ly r~st:ictions , but the rights to in­
pose restr1ct1ons, any ones that you think you 
might want to use i n any emergenc7, subject 
to the circumstances that I would like to 
get them in as soon as pos~ible . 

Your financing situation ia easy now. In 
therms of a defense program of this size, it 
is extraordina.ry ho•lf strong the Treasury is. 
So I sa;, in general, this is a very good 
period to get t he t hinr,s in that tend to 
unset t le t he market as compared to what it 
mi[;ht be six months or n year f rom now. 

Oh , I agree 1ilth you . I mean, I want to get 
the t hing settled one way or t he other. I 
mean, I am not going to sit around here for 
months arguing about this thing. uy mind 
is entirely open. I haven' t made up mw mind 
yet. The only thing is, I am eoing to push 
everybody concerned here hard to move as fast 
as possible, at least to make up their minds. 

You see, Ur. Secretary, there is one reason 
for raising - lettin~ the Board use their 
powers the. t they have remaining, rrhich is not 
an economic reason, and I don 't think could 
be justified on economic grounds, but it does 
have political bases which I think must be 
taken into consideration irrespective of what 
we may evaluate from a technical point of vie11 
of the usele ssness of it . The public as n. 
whole has a different point of ':'iew; and, 1f 
pr i ces continue to r ise, tho;r 17lll hold the 
Board and the Treasury and tne Government 
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responsible for not taking whatever measures 
they could so that I think that is something 
that has to be throvm into the scales, that 
we have created a certain attitude on the part 
of the public and it has important conse­
quences, provided we can keep it Tli thin limits 
of ineffectiveness through the other measures . 

Harry, if you don ' t mind, I disagree 11ith you 
a hundred percent. With all respect to the 
Federal Reserve Board and the - and llr. 
·.linthrop Aldrich and his tT1elve or thirteen 
points which preceded the Federal Reserve 
Board by about a couple o£ neeks, there has 
been a selling job . I mean, I just WBnt to 
say this flith no rancor o£ any kind. There 
hns been a selling job done on this reserve 
thing and other things, and the banking com­
munity are for this thing. The bank manage­
ment peo:ple are for this t hing. Now, they 
may be r~ght , but just because the banking 
fraternity has been prepared for this thin~ is 
no reason that I should do it on the grounds 
that you call pol itical. I mean, I have got 
to be convinced, particularlr after the New 
York Tribune says I spoke like an economist 
last night. I t has kind of gone to QY head. 

Those are fighting words. 

That this thing is sound • • 
I didn't mean political £roo the point of 
view of getting votes , Mr. Secretary . 

I didn 't mean votes . I mean the fact that ­
again using Winthrop Aldrich as a r~~pping 
boy that he wanted us to fix the :pnce of 
gold and put gold back in circulntlon . \'/ell , 
we went all through that and r1e r.e~thered that 
storm. I decided it wasn't the thing to do, 

• 

• 

Regraded Unclassified



P.ansom: 

J!. ll. Jr : 

Ransom: 

~ .:'. Jr : 

!'.ansom: 

H.U.Jr: 

Ransom: 

244 

- 21 -

and these recommendations that the Federal 
Reserve S,ystem and the bnnks made at the end 
of the year, if they are sound, I Ifi ll take 
them like that, but I don't want to take 
them just because t hey hallpen to be popular 
with the banking fraternicy . Tho.t is the 
point that I am making. 

That certainly, !.!r . Secretary, is not a per­
suasive reason r:ith you and l t certainly is 
not a persuasive reason with the Board. I 
think that perhaps the Board finds itself 
tmbarrassed at tl.llles 1'1i th the support it gets 
f rom some of its proposals. HolT, on the 
other hand- -

It is lust a question of 1vhich canes first , 
the ch1cken or the egg. Which comes first , 
t he Board or Winthrop Aldrich? 

That is r i ght . 

Now, on the other hD.nd, because ~:r . Winthr.op 
Aldrich happens to be right would not preclude 
either you or me from agreeing with him, if 
he is right . 

That i s right . 

!low it seems to me that the imllortant thing -
as I understood, Harry, it isn1 t political in 
the sense that you took it at all but politically 
expedi ent in the sense that if we have got to 
move on into some other field , we have got to 
consider r;hether \Ye have got to do this thing 
first . 

Did you read the English Economic Journal's 
cocment s on your recommendations? 

No, but I heard some others and--
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rt .:·.Jr: If you haven't, I think it IVould be verJ good, 

Coldenweiser: I read them. They are very good. 

I! .M. Jr : Did you r ead them? 

Coldenl'teieer: Yes. 

~.~. Jr : Has the Board read them? 

Gol denweiser: That I couldn't say. 

li . ~:. Jr : Why don't :rou make them available to the 
Board? 

Coldenvteiser: I did. (Laughter} 

Ransom: l!c means he can 't al\Vays make us read. 

Coldenweiser: I did circulate it . 

l!. !J. Jr: They were very interesting, weren ' t they? 

Go l denweiser : Yes . 

Ransom: 

h.:'.Jr: 

Ransom: 

1!r . Secretary , I said to this group when we 
first met after leavin~ your office a few days 
aao, as I sav this problem it was a dilemma o1 steerin~ between two r ather serious pitfalls. 
On the one~hand, inflation, acainst which we 
are all raising our voices . 

We are a gin' it. 

All right, sir. On the other hand, to me 
there is an equal danger , namely, that banker s 
as a group like high interest rates, and that 
with the slightest possible encouragement they 
will put t hem just as high as the t raffic will 
bear, so that it seems to me regardin; this as 
a problem of Governmental rund public obligation, 
we have got to find that point between these 

Regraded Unclassified



U.1' . Jr : 

Bell: 

Rs.nso:n: 

H.L! .Jr: 

"1/hite : 

246 

- 23 -

two dangers which is fair and reasonable and 
i n the public interest, which means, in other 
words,_ that I don't t hink we need to try to 
raise 1nterest rates . I do think we do need 
to stabil ize interest rates. 

Well, the only place at the moment where some 
of you and myself differ is this. If I was 
going to do t his thine, then I would let it 
sink until it sought i t a natural level. I 
wouldn't just jump in and buy more backing 
because I don' t see what you would accomplish. 

That isn't contemplated. 

I would say t hat we would be obligated to buy 
t hem back to the extent that was necessary to 
give due consideration to the public interest 
involved in this problem of st eering between 
these two pitfalls . 

I wouldn't buy them back unless the Secret ary 
of the Treasury said he was licked and be 
couldn't do his next finanoine. If I sai d 
I was licked and I sent out an SOS and I 
needed some help, all right, but otherwise I 
would just make ui my mind if we are ~oing to 
do this thing, al rie)lt , we 11ill do 1t and 
then see what happens . 

Well, l.lr. Secretary, the assumption that every 
time t he Goverlllllent either through the Board 
or through some one of its trust agencies or 
any other acquires Government securities.intro­
duces an artificiality into what othernse 
would be a natural rate, I think i s one of the 
issues about which we discussed from a dif­
ferent angle but one which - I think i t is 
not clear here and that is whY that D is in 
there . I think it is a mistake to speak of 
some rates in this connection, level o~ rates 
as bein~ artificial or t oo hieh· I think the 

0 

• 

,. 
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Government has t he power--

Harry, if you don't mind, you are sticking 
too much on names and words and thin.,.s . ~ 

Yes, that is true. 

I mean, you are worried about calling the 
bond market inflationary or somethir~ el se . 
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Because the minute you accept that - if we 
say that the Government - that it is arti­
f icial, that means something bad, Mr. Secre­
tary. 

llo, I mean, after all , if we do this thing 
and, let's say, we raise them the maximum 
and the bond market goes off four or five 
points. I would just sit here . At some 
price it is goinc t o be attractive and the 
people are going to step in and buy them. 
If we are going to do the thing, let's see 
what happens. They may not go off at all. 

I think that that is a sound view, but the 
market may get a shock from sh011ing and·oveJ" 
act and you ought to be prepared. There 
isn't an::! important securi~J flotation in this 
market that doesn't set nursed or handled. 

Hot under the SEC rulings, if they are carried 
out . 

Mr. Secretary--

Do you mind if Mr . Bell talks? He ha~ been 
very patient and very good. Do you m1nd? 

Not at all. 

He hasn ' t said a word. n1en I would like to 
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hear fran Sproul . 

I agree with what Harry said. \'Jhen I started 
out I was opposed to raising reserve require­
ments. First, I didn't think it would have 
any effect whatever on prices . I thought 
it would, t o some extent, dis tunb the bond 
market, but I didn't think that would be 
permanent . I think it may go down as much 
as two points, although I don't knoll, and 
I don't think anybody knows, but I don't 
think that is very important. If i t doesn't 
get a shock, if it keeps going down - and I 
don't think it 'llill. I think the more imnor­
tant thing is that we ag.ree on future pollcy, 
and if we take action on this point, then 
11hat we do in the future is a most important 
thing for the bond market and that is the 
reason for B. 

The reason I turned around and feel that we 
might take action on - under the present 
authority, under the conditions we stipulate 
here is that I do feel that as long as the 
Government has taken action on many fronts 
that there will be a feeling that here is one 
we have ignored and that vre have overlooked 
it and I:IB.)I'be i n three or four years frOIJ now, 
if there is inflation, we will be accused of 
not taking this action, and it would have 
done sane good, and I don't believe that if 
we take it it would do a lot of harm. That 
is the way I feel about it. 

On D, I think we have always had the coopera­
tion of the Federal Reserve Board and the 
market, and I am not in favor of fixing 
interest rates and then pegging or holding 
them there and I think you might interpret 
D in that ~ay, although I am sure i t wasn 't 
intended that way. It was intended to do just 
what we have done in tho past, although I 
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think J.:r , Goldem<eiser l'tould say we ought 
to go s t ronger than we he.ve in the past . 

And you v:oulC. too, wouldn 1 t you? 

I would, maybe, on certain occe.sions1 but I 
don 1 t think that I would ge t in the oond 
mar ket and buy seven or eight hundred or a 
billion dollars worth of secur ities to 
support a r ate, and I think if we cushion 
it and let it find its level and t hen go on 
from there, that would be my idee. 

·.a1at you say, as I understand you, is the.t you 
don 1 t think the.t t7ould be necessary . 

1:o, I don ' t , if the market is assured that 
you are not goinc after more authority to 
control excess reserves and in another three 
months when you r;et theo thoy can expect 
another slap. 

Or that they know defi nitely whnt t r.e policy 
i:::i . 

I thin!: t hey nill be nervous iron the.t point 
on if they do expect the. t . 

I haven 't been in on the recont discussion of 
this ~:;rou'O so I don 1 t :mow t·:he. t considerations 
he.vc been' developed and r:he.t the discussions 
he.ve involvea. 

li either do I. 

Of cour se we hnve been considerinG the problem 
independently and I can ~:ive you my ot·m view. 

Please . 

Fi r st, I sti ll hold to tho orlnion r1hich I 

• 

• 

• 
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have had right al ong that credit control is 
a second- str ing weapon in the anti- inflati on 
program under present circumstances and that 
it must, under these circumstances, as has 
been said her e, be subordinate to the 
Treasury financing, but I do think enough 
steps have been taken now IYith the first­
string weapons, such as taxation and pr ice 
control and borro;ting of savings, to ·.1arrant 
giving en indication that this second 
string method of quantitative credit control 
is not going to be ignored but that it is 
going to be fitted into the &eneral prograc. 

But I think we still have to rccember that 
it is a second-strin& wea~on and that it is 
subordinate to Treasury f1nancing; and, there­
fore, I t hink the action taken in that field 
should not be drastic action but should be 
action with a limited obJective . That I 
think is par t i cularly important because we 
still don' t know to v1hat extent we are going 
to have t o depend on the banks in financine 
the Treasury' s program. 

The polic7 is to avoid financln& through the 
banks as far as possible but to what extent 
that will be possible 1ve still don't know. 

A proqram of limited objectives see~s to oe 
to be~ one nhich tabs a stev wl th respect to 
credit nhich mll psycholO:Jlcall;r aid. the 
present anti- inflation prograc ~~d wh1ch 
will either stabilize or bring about some 
sli~t increase in interest rates, particu­
larl;.r short term. 

It is ~ beli~f that such a program of 
limited objectives would be the exerci se 
of the existing po11ers of the B?e.rd of 
Governor s to raise reserve requ1remen~~ · and 
I would do that, and I vtould couple m.h it--
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You would do what? 

I would use the exis t ing power with the 
Board of Governors to increase r eserve 
requirements . I would couple with it as 
it said her e the grant of additional po~­
ere1 but I would not want to exclude froo 
that consideration of what those additional 
powers might be, the same powers that they 
non have extended, I think that ought 
to be considered along with any other llor:ers 
because as far as I am concerned, I think 
there ought to be additional powers, and 
unless soco better, oore effective por.er 
than that one can be devised, and I don 't knon 
whether it is yet , I would be for having 
that poner. 

In brief, that is oy view. 

\'fuat r;ould you say about their use? \'/ould 
you keep silent on thei r use of additional 
powers? 

In us in(!; the present power and asking for 
the additional pot'Ier , I would say that the 
9.uestion of the additional power did not 
~ply its imnediate use beoause I am interested 
i n not having drastic action taken in 
t his area at the present time. 

Could I ask you a question? Supposing the 
Board used up its limit of por1ers in 
one fell swoop . \'/hat would happen to funds 
in !lew York? 

VIe have looked in to that . The actual increase 
in reserve requirements woul d take about .five 
hundred million dollars of excess reserves 
out of !lew York, reducint then frotl a billion 
seven to a billion tr1o. That t1ould ?ut 
about eight banks into reserve defic1ency 

• 
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You vzould do what? 

I woul d use t he existing power 11i th the 
Board of Governors t o increase reserve 
requi:ements . I would couple with it as 
it sud here the grant of additional pow­
ers, but I 1'10uld not want to exclude frora 
that consideration of what those additional 
powers might be, the seme power s that they 
now have extended. I think tr~t ought 
to be considered alone 11i th any other t>or:er s 
because as far as I ao concerned, I think 
there ought to be additional po1'1ers, and 
unless s~e better, nore effective por.er 
than that one can be devised, and I don ' t know 
whether it is yet , I would be for having 
that power. 

In brief, that is my view. 

\'.hnt i1ould you say nbout their use? '.'!ould 
you keep silent on thoi r use of nddi tiona.l 
p01'1Cl'S? 

In usin& t he present porter and askinc for 
t he e.ddi tional po11cr , I would say tha t the 
9,uestion of the additional power did not 
~ply its imnedi nte use because I ac interested 
in not having drastic action taken in 
t his area at the present t ioe. 

Could I ask you a question? Supposin~ t he 
Bonrd used up its limit of powers in 
one fell svzoop . \',hat would happen to funds 
in tlew York? 

1'/e have l ooked into that . The actual i ncrease 
in reserve requirements 1'1ould take about five 
hundred mil l ion dollars of excess r eserves 
out of !lew York, roduoinc them froo e. billion 
seven to a billion ~'10 . That 110ul~ rut 
about eight banks into reserve def1c1ency 
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positions, but the largest one of those 
would only have a reserve deficiency of 
between four and five million, and that 
particular bank has just taken on sixty 
million of Treasury &ills, for instance , 
and the other deficiencies would be two 
hundred thousand or three hundred thousand 
and five hundred thousand, They would be 
wiped out in a day' s transactions . 

If you make the further assumption, how­
ever, which I think you must make, that out 
of town banks would withdraw say half of 
their deposits with the New York banks 
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in order to meet their onn increase in 
reserve requirements, then you would have 
a further reduct ion in excess reserves in 
New York of about two hundred fifty million 
dollars, I think, which would get them down 
to about nine hundred fifty million dol l ars . 

There again, you would only have about 
nine banks deficient in their reserves, 
and the l!ll'gest deficiency would be on 
the order of eighteen and nineteen mil lion 
dollars, and most of them would be much 
s~aller than that . 

Golrl en~eiser : Isn't that too much of an assumption, that 
they would withdraw that much? 

Sproul : I am taking what I think is an outside 
assumption. 

H.". Jr ~ I just had a train of thought I would like 
to finish . Surposing your assum~tions are 
correct. I have no way of - let s just 
say t hey are correct. The New York banks 
are doing how much lending in this Defen~e 
Program? How big a business are they do1n~? 

Sproul : I don't know how much it would be. 

H.11.Jr : '.'ihat are their commercial loans altogether? 
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~~at is the increase? 

Oh, they have increased substant ially in t he 
past year. 

Do you know ho" much? 

Have you those fi gures? 

I haven' t got the figure in my bead. I 
will give it to you in a minute. 

Commercial loans have gone up from seventeen 
hundred and ten millions in 1940 to t~enty­
tbree hundred millions. They have gone up 
about six hundred million in a year. 

And of course there is no indication of 
what is the te rm of those loans? 

No . 
'~~at do you think- Vlhat would your guess 
be , if you would want to guess? Wba t woul d 
these banks do on their interest rates? 

I think there would be a very small change 
in interest rates . Tbe.'e bas been some 
change already and they are less willing 
to make term loans of longer periods, and 
there is some increase in the rates , but I 
think the effect of this cove on thei r 
interes t rates would be slight, but I think 
it would have some effect. 

Are they still taking some of these five , 
six, and seven yenr loans? 

No t nearly so many as they did , and they are 
much more reluctant t o take them. It won' t 
help without looking for them. 
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~hat is the increase? 

Oh, they have increased substantially in the 
past year . 

Do you know how much? 

Have you those figures? 

I_have~• t ~ot the fi~ure in my head. I 
Wlll g1ve 1t to you 1n a minute. 

Commercial loans have gone up from sevent een 
hundred and ten millions in 1940 to t~enty­
three hundred millions. They have gone up 
about six hundred million in a year . 

And of course there is no indication of 
what is the term of those loans? 

No . 

·~hat do you think- v1hat would your guess 
be , if you would want to guess? What would 
these banks do on their interest rates? 

I think there would be a very small change 
in interest rates . The.•e has been some 
change already and they are less willing 
to make term loans of longer periods, and 
there is some increase in the rates, but I 
think the effect of this cove on their 
interest rates would be slight, but I think 
it would have some effect . 

Are they s t ill taking some of these five , 
six, and seven year loans? 

Not nearly so many as t hey did, and they are 
much more reluctant to take them. It won't 
help without l ooking i'or them. 
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They have stopped that? 

Yes, they have stopped that and they take 
only prime cases now. 

Well , that is the end of that particular 
thought, if you want to ask something, Dr. 
Goldenweiser. 

That was just a question of Sproul 's that I 
thought he was over-estimating the amount 
of withdrawal of funds because they won't 
v.ant to withdraw half of their balances. 
It would be very much less than that , 

I think that is an outside estimate. 

Very much outside, because , as a matter of 
fact , there would he very few banks that 
would take more than ten per cent to meet 
this. 
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That would be qui te a blg readjustment, wouldn 't 
it? 

Yes, but I don't think it r~uld be such a 
big readjustment that it ~~uld have any 
draft on interest rat es or on the Government 
security market. 

IInder those conditions , there wouldn't be 
much selling of Government securities . 
V:i th a deficiency in the largest bank of 
eighteen milli on, where they have got sixty 
million Treasury bills. 

!he last time we acted on reserves and I 
don't think now most of the selling would 
come because of deflcienoies in reserves . 
I think the selling would come 'teca~se there 
was a conviction that the t rend of 1nterest 
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rates had changed and that it was not going 
to be stabilized, rut was going to go on up 
from here, and they would sell for that- reason, 
not ~ecause of a deficienoy. 

The fear of capital losses or the hope of 
realizing on capi tal gains. 

That is right. 

Which justifies action - that is exactly the 
point. 

That is exactly what I wanted to say, Ur. 
Secretary, that a ;suming that , which I 
do, that the selling is not to meet defi ­
ciencies in reserves but an effort to skim 
off a little cream. I think it is of the 
utmost importance thRt there should be 
evidences of a cooperative spirit between 
Treasury and the Reserve System, and that 
it is not any part of our policy or your 
policy to let these interest rates run 
up to any figure that the market may --

I understand. Are you through? 

Yes . 

Let me explore something else, Dan. This 
has all been done, but for me. When you 
and I did our last long- term financing 
we had a lot of talking and VIe found out 
that the banks today are not paying any 
income tax, I mean talking by and ~rge. 

Generally speaking. 

the 

And then this whole question of income tax 
came in and this question of taxable 
Government bonds. Well now, have you people 

• 
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thought about the way that - if the tax bill 
passes the way it is , what effect it will 
have on the banks in their attitude t oward 
Government securities? You and I went 
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all through that . You {Sproul) went through 
it in pricing. Have you aiscussed that at 
all? 

No, we have not. 

It is im~ortant in con3idering the Government 
bond mar et . You can't overlook it. 

Certainly the banks and the market have been 
watching the tax bill , and the{ know about 
how they are ~oing to be of t ec ed, because 
that part of 1t is agreed upon. 

Well, let's say it is the way it is .now. 
Will banks this year pay income taxes, or 
won' t they? 

!.lore of them, I would sar, would ~ay taxes 
this year than paid las year. 'ouldn ' t 
you say that was right , Murphy? 

Yes, I would say due not ~rimarily to changes 
in the tax bill, but due o change3 in 
their own earning position, 

Well, a shift from tax exempt to taxable, 
too. 

Yes. 

But the tax bill the! ~ay under any conceiv-
able i ncome tax woul e a very small per-
centage of their assets . 

I know, but Jake, when I sat here - and I 
am sure the same thing ha~pencd to. Al lan 
Sproul in New York - on t e long- t1me 
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financing we made, the question of taxes, 
whether they were just trying to rub our 
~oses ~n i t , certainly was uppermost 
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1n the1r minds and I am juGt raising it 
now because I want to say here on the record 
that certainly before we get through I ' 
have got to rely on the banks to help me 
for the rest of Mr. Roosevelt's term. I 
mean, I have just got to, and I think that 
besides being theoretical, we have got t o 
be practical, and that is what I say, we 
have to keep the banks as far as possible 
in a good humor. We don't want to cuddle 
t hem out we want to keep them in a nice 
humor. 

You need that cooperation. 

Defi ni tely. I don ' t need it yet , but I am 
going to need it . 

Sure . Mr. Secretary, there is just one 
thou~ht I would like to inject without 
open1ng it for discussion, or opening the 
merits of any one plan over the other. 

\'lhen we come to consider the possible m.ethods 
thet could be used in the future, we ought 
to give consideration in connection with 
the present ratio to the fact thet if we 
had a different divis ion of the banks i.nto 
the different groups , and the New York 
banks were in one group and the large city 
banks in another, and the actual country 
banks in another, instead of being mixed 
up as it is now, the present plan might 
become more acceptable to some of the people 
who don • t feel as kindl y toward it ~t the 
present time as I think they would 1f that 
was throw~ open to discussion. I just 
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didn ' t want to let that go by without saying 
it is one 'of the things I would like to see 
discussed, 

Allan, if we were going to do this thing -
I mean, have you crossed thl bridge enough -
I mean, .talking for yourself and your bank 
in New York, as to when you would do it, 
and so forth and how you would do it? 

Yes, I would do it fairly promptly. I think 
the situation both with regard to your financing 
and the state of the market and the state 
of the anti - inflation program is such that 
I would do it fairly promptly. By that I 
mean within the next month. 

It really ought to be done before that if 
we are going to finance , say about the eighth 
or ninth of October . 

I would like to do it this month if we are 
going t o do it. 

Yr. Secretary, it has been my thought that 
if we move from the present point of this 
memorandum to an exploration of the subject 
matters covered by the memorandum, that 
~e ought to be able to say both to the Board 
and to you, "Here is the recommendation of 
this group," not later than the end of thisa 
month. 

Oh, I think so. I would like to go fur ther 
than that. I would l ike to get a recommendation 
and then if the recommendation calls for 
ac t ion, I would like to act this month. 

well, yes . I mean, let ' s see if we can' t 
settle this t hing by the end of the month. 

If I am going to do something, gentlemen, I 
would like to - if I am going to do something, 
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ni~h :rou, or you and I ar c ~oinr; to Jo some­
thln(;, I very much want it none t his month. 

I would like to seo it dono at least h-10 
\'leeks before any e. nnounccmen t on financinc . 

I acree . 

There is no use foolint,; around ~:ith it. 
Let ne ask Allan Snr oul another nuestion. 
::or: let ' s J· u~t for''lr·=cnt •s sc::c sn•r ue u • 
are ;;oin& to do thl ~ on the ~7cn tiet:t . 
' .. bat I'IOuld you do, Gl 'l8 t hc:J thirt~· eays 
notice or so:::cthlne lixe thnt to ~et their 
houses in order? u 

Yes, I Tiould • 

. :ouln that be enouch? 

Tha t nould be enonr;h. 

That ~·;ould civc then time to ;:;c t theiP houses 
i n o!'der . They 1·;oulcin ' t l'lait until t he 
hst da~'· The;r would bo;;in adju~tin;:; it 
ri;;ht a1·ra:, 17oul<ln • t they? 

7hey would, yes . 

I noul1 have a pPeference ~or doinr it in 
t"o steps, but your bo;rs aLost hl~ed :1e 
out of that ideo. . 

I \7oul d ::melt pa thor uo it i:1 one ste:_l, and 
~ive theu a oonth' s notice. u 

l.~ associaten on tho Joo.l'J t1•ic<.l to tal:: 
ne out of i t and didn ' t llo lt, bu~ I. hen ! 
founcl out t he i'eelinc i n t lle 7reasur~· ana 
I rms thinkin r- about tho ofi'c ct on the 
Tr easul'j' nar::at , I hall nothinr- to s t and on • 
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I have~'t talked with these people either 
about l t , but I woul~ like to do it in 
one step, but give them ample notice. 
A month would be enough, wouldn't it1 

Oh, yes . 

I think a month would be ample . I think 
you could do it with le sa. 

Could we fineroe before they actually take 
effect1 

Yes, they --

260 

Announce it two weeks and then finance and 
then it would take effect two weeks ~ter, 
is that possible'/ 

If they would know it was going to be done 
and know what the effect would be on them 
so they would forewarned with respect to 
the financing . 

It seems to me a month. 

If a New York bank holds very l&rge cor respond­
ing balances and thirty days notice is given, 
is there any precedent for that New York 
bank asking their corresponding banks 
what they are going to about withdrawals, 
or can the country banks wai.t until the 
last day, knowing they can take care of 
themselves and disregard the interest of 
the New York bank'/ 

I think there is some question for their 
asking, and where there isn't precedent 
I think it could be established at this 
time. 
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It would be very desirable because you 
CPeate certainty on the part of the country 
banks as to how they are going to handle i t 
but New York would not know until the last 
day. 

However, the amount .of t hat reduction would 
be much smaller than the actual reduct ion 
due to the increase in reserves . 

Do the banks feel it is a sign of Y:eekness 
to ask? 

No, I don't think they would . I t is just 
a sign of prudence and foresight, not of 
weakness. 

How about my pet Chicago banks tha t hold 
big corresponding balances? Are they any 
better off that way than the New York ones , 
Continental and the First National? 

They are not any tighter. I don't think 
they are as tight . 

Did you want to say something more? 

I was going to say tha t if you are going 
to meet your readjus tment, I can see that you 
might want a month, but for the adj~stment 
that is involved here, I should thtnk two 
weeks is ample. 

Two weeks is more convenient fo r Dan. It 
doesn' t have to be a month. 

I would rather say a month and have you 
fellows say two weeks than 1 say two weeks 
and have you say a month. 

Well, I don't think we can go much further 
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than_ that until you peopl e have taken it 
up w1th your Board , !!?w, could you do tha t 
fai rly promptly1 

Yes , sir. 

And then meet again? But I really would 
like to push a little bit . 

I would like to do this. 

I would like to be pushed. 

We have a lot of work to do here yet. 1e 
have two reports we just got . 

I would like to have you, if you will, ask 
your staff &Dd let the Board ask its staff 
to really get down to cases on this thing 
and to study the questions which are open 
for di scussion and be able to give us a 
report with promptness and I know how fast 
they can wo rk. They worked pretty fast 
on this , as a matter of fact , and they 
got over the underbrush stage . Now, let ' s 
pin them down to getting somethin; very 
tangible before both you and us Wlthin the 
next few daTS, Yr . Secretary. 

Suits me . I like it . 

Is it clearly understood, Vr. secretary, that 
there is no implicit commitment on your part 
yet to raise the present reserve require­
ments, irrespective of what else is done? 

(Discussion off the record) . 

There are no commitments on anyone ' s part 
unless it is ouroelvea. 

Mr . • Secretary, you said the New York banker 
always disagreed. I would like to enter 
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one di ssent or disagreement here . The dis­
cussion of this problem, as I understand it 
began with confeJ>ences and discussions betw~en 
the staff of the Treasury, the staff of the 
Board, and the staff of the Open Market 
Committee, which includes in its membership 
some of the Federal Reserve Banks and which 
is involved in this si tuation at least to 
the extent that there is any commitment 
or desire to support the Go vernment 
security market through open market oper­
ations. 

This memorandum in its terms eliminates the 
Federal Open Karket C~ttee, as the Fed­
eral Reserve Banks are represented on it 
and confines it entirely to the Board of 
Governors and the Treasury. I think the 
Federal Open Market Committee is concerned 
end involved and should be brought in, in 
so far as it includes Federal Reserve Banks, 
as well as the Board of Go vernors . 

Mr. Secretary, could I take him on 
at that point, because I can't let 
by unchallenged? 

right 
that go 

Is this jurisdiction&? I was just going 
to say I read Sylvia Porter in ~he !lew ~ork 
&venin~ Post, and that was my f1rst not1ce 
this d1scussion was going on. 

I think Allan if you will read sub-section 
Don th~ top of page four, if it doesn ' t 
say that the Federal Open Market Commit tee 
is a necessary part of the whole schem~ o! 
things then we haven't been very adro1t 1n 
the us~ of language, because we bad t hat 
thought in mind, and we tried to work ~tout . 
In fact , this isn 't my language. I th1nk it 

• Regraded Unclassified



H. IJ.Jr : 

Ransom: 

H.M. Jr : 

Sproul : 

:i.1~ . Jr : 

- 41 -
264 

is better than the language we sug·•ested 
but becaus~ that trouble · me g1·eatly, 1 ' 
adopted th1s language which to me implies 
that - there are three parties to the 
scheme of things as they would develop 
under this, the '!'1•easury, Federal Reserve 
Board, and the Open L!"rket Committee, that 
is, the System. So there wAs no intention 
to exclude it. Nol'l, as to these particular 
discussions , fo1• the sake of the record, 
Wr. Secretary, I would like to say that 
they came about by reason of the fact that 
due to all the discussion that has gone 
on for many, many months, the Treasury 
askin~ for some viewa as to the current 
think1ng of the Board, Mr. Goldenr.eiser, 
and I asked the Secretary for a chance to have 
a general discussion with him, which developed 
into the meeting of the group you see in 
this room and a number of other staff men 
in an effort to get something we could report 
hck to the Board and to the Sec1•etary, but 
it is unquestionabll true, as you say, that 
that is an element 1n this si tuo.tion that 
cannot be left out, and I would assume, I 
Mr. Secretary, that when I say that I >.ant 
our staff to study that, that it implies · 
the people who will be the spokesmen for the 
Open llarket Co~ttee. 

Well, isn't Mr. Sproul here representing 
the Open ~arket Committee? 

He says he is here a little late , I take it, 
Mr . Secretary. 

All right, have you got anything else on 
your chest? 

'i hat i s all, 

\'lell , then , shall v:e --
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stand adjourned with instructions from you 
and to your staff and --
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hpt-er 10, l!J~l 

IIIIPOB .!!! M'rii!AIT 001D0L1 liiQ!!li!D !2! 
flll....,_ar 

lillian te4 to tb.e S.cru..,. of tu 
fre&a'IU'J Ul4 tb.e Boar4 of GoYeraore -,. a 

&1'011P of fraaotll'7 Ul4 Joar4 offioiale 
..,, a4doaro. 

Ill aalc1ac opeoitio re-a4aUoao oa aout..,. Ul4 oro41t ooatrolo 

to ~e 11114arhkaa at tb.b u .. , tb.a 111'0'111> vhb.eo to - U <>lear tb.at u 

"""" tb.ooe -nHo ae a pert of tb.a GoYer&~~aat 1 o ~root aat1-1atl&Uoa 

prop-aa, 161<>11. 1nclu4eo 1ae>ra& .. 4 tazaUoa , eaooveca•t of fr&altll'7 

tiiWlcl.ac out of ..,.iaco, u vall u 41root price ooatrolo, prlol'iU .. , 

aa4 otb.OI' pol1c1 ... 

.!• Contl'ol !! ooao111tor ~ 

1!L Stri<>ter roJQ!atioa 

.laoDC tb.a p l'iacipal pvpoooo of l'ecuJ.aUon of .,.,_,. cro4it aro 

tho 4Wnutioa of tb.o pre .. UI'o of connatl' cl.o...,4 on clUI'a'blo goocl.o tbat 
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.-quire 4efonoe -hrialo aa4 tb.a a.poaiJic of aa iafbtio....,. rl" 1a 

pl'icu . !b.a prooat regulation roprooeAh tb.e firot otop 1a tb.io =trh4 

fioU of ..,....,.io ooatrol Ul4 h a4aittacll.T H'boral. !hie cro'IIP rao<>80cl.o 

that tb.a U ot of articl .. oo ... re4 'b7 t ho rOC'QlaUon ob.oul4 'b o oonotantl7 

under rl'l'hv vi tb. reopoct to 'botb. ononoioa Ul4 ooatr acU oa, an4 tbat tb.a 

h rlllo of oro41 t ob.oul4 'bo t1&htone4, vb.onoTor 111 tho opinion of tho :Soar4 

ot lloTonoro aad 1\o ocl>wltatiTO <>o.,.utoo ouoh acUo" WD 1ll4 proaoto tho 

clooirod o'bJoot1Too .,, voulcl 'bo a4alalot r at 1Tol7 foaoi~lo • 
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.{ll l!.ou1• 

lloullll h upn .. q a.p\el &• \M -trol <>t 11 -~ on4U 

,,, up IUIIler tbe ...,._Un OMu. !ld.e.,.. 'MU- tllat houbc 

cre4H, wbo\ber maa4e4 or epouore4 ._, -•ntal or prhate ....,. 

cleo, oboul4 &lao be au 

1n oot al>lltbllll -trola la tble ft.W., 1\ aq be ,. ... .....,. to follow 

~ ealaotln poUol .. la or4er to p-U tbe treoU• <>t low ""'' 

bt t oll:aa ._, \M ore4lt IIU\borltl .. to uplore \hlo u tter wltb \M J'-'-1 

Loan J.4a1alatraUoa 111114 otber ...,. .. ..-.ned wlth hoaefJIIo 

W. !l!!ral tleotrlttpUoa 

Tho cr""P reo-...41 tbet \M fttl.A of J:Ural aleotrtttcatloa lit 

explored to ht ... tu wbether 1\ abolll4 l>a tubJtot to ooatrol ill wholt 

or in psrt, &ad whether utatbc proaoUoaal aoUwlUaa of tl• J'ecl.aral 

Gon l'llllaat ill tbla t1tl4 ahov.l4 be oar\tllecl. or altal ... tecl.. 

g._ Capital trp!..U '!IF!! 11114 h-

!blo .. u ... hot lit ... refarrecl. to a aubc-Ht .. , ..... .,u., tbe 

:Board ot Goft~ 11114 \M ~. whloh will aul!Ut a report. 

:h. :aa.ot 1...,.. - o\ha' thaD tor 4eteu• parpooeo 

! blo au'bJeot to ...a- ooaa14eraUoa ._, a oul>o~Uat, ooulotlJIC 

ot a raprto ... taUn troa tht freaaUI7 (0-.ptrolltr <>t tbe Oarrtaq), tbe 

Boor4 of Qoorer...,..a, 111114 \M recl.•al DepooH biNI'&IIOt OorporaUoa. 

• 

• 
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!!.:. Coatrol of llalllr: CHU' 

n ll \he oono.aiU of \he poup tha' tht prolll• of re11...,. 

roquir•entt t honl4 M ooal14are4 1D ooa,fanoUoa vUb tht qwoUoa of _, 

a4ditioi!Jil povero ehould 'be requoted t o coatrol 'ballld.nc open.Uoao, It 

It o.<rtod that otepo ohonld 'be taken to retard tllflatloa thro""' reotl'llint 

on bank credit expaDolon, 'bllt thole otepo 11uot aot tatertere vtth tho 

!'rta01U'7•• ablltt:r to finaDoa 4afaoe at aa lov ratee ao can be -tatatnod 

vltbollt daDCir to the ICODGIIJ', !be croup beUeno thtt t.he follovtnc 1Dtel'­

dopoD4nt Otlpl ehould be \aDD &d that an IICJ'Ie4.-1lpOn IOilDOllllCDIDt of 

poUc:r ohoul4 be 8a4a prlor to the annoua._.,., of u:r aa,jor treaoa.r;r 

n to clearl;r &S%'"4 b;r the croup that all four of the propooalo 

lit ted belov are to be coul4ere4 ud treated a1 lntecral, p~ one vhole, 

that &«re-nt reoh llP<'" t» ~aocept...oe of a~ropooale~b-
A...~~ -1 ~ 

that 110 action be \eltcA vlth re-ct to u:r of the four unl.eoo t.hore to 

a&:Nt:ont on all of thea, '!he prcpooalo area 

(a) 'l'hat re .. rn reqvJ...-nto be tncreaoad to t.he tull extent peNi\tad 

'b;r pr .. ant 1-: 

(b) 'l'hat le&:hlaUon be r-otad b;r the .wadntotn.Uon for ...., povere 

OWr 'bank cre41t , an4 thtt the fora Of IUIIh povere be ACI'ee4 llP<'Jl 

'b;r the loard of Oowraoro an4 tht !rea01U'71 

(c) 'l'hat IQGil aMiUonal oelootift oredit ooatrolo ao t.he 'l'r&a01U7 an4 

the Joard of Oowraore ac:r-• are neoeooar:r ud praoUca'ble ae 

fl>rt.her otepe to oouater.ot tlltleUoa 'be roo-aadad or adoptadt 
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(4) !bat u.. Joaft of ao-n Mil ,. '"--7 'be\h feel ,., tbe 

approprla\1 .,.. ........ wi\h l'Mpeo\ \o tbe Oon ... a\ SeourH7 

Mazb\ 11 'bot a paU era of lahno\ l'llho ~ dlolrablo 

thoul4 be 41\ol'alllld. 1r<Ja u.. \o \1M oa4 \ha\ oaoo 4ohl'lllllo4 

\bo ooo•\lllT •\horlUoo aball nppor\ w,o11 paUora with -

llllllNZ'II U M7 be aeollllll'Tt l11Cl'114111C opaa _, opel'IIUOU 

b7 \Ill Nanl boom ITo'•· 

Jzq ~UOll of plllllloi\7 wi\h nopoo\ to \Ill poUq ad.opW 

under ( 4) oball be a •Uar for opoolal 41\ol'lll•Uoa b7 'bo '"" ~oape • 
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HMJr: 

Deelll8 
Taylor: 

Hlo!Jr: 

T: 

HMJr: 

T: 

!IJIJr: 

T: 

liMJr: 

T: 

liMJr: 

T: 

liMJr: 

'1': 

liMJr : 

r: 

liMJr: 

T: 

liMJr: 

T: 

8epteaber 10, 19~1 
~:20 p.a. 

Hello. 

Ob, hello. 

Henry Mor genthau. 

Oh, hello. 

How are you? 

Fine, t hank you. 

I thought you got ott to a good etart 
Saturday. 

I thought we did pretty well. 

Yes. The reason I'm call ing you i s this. 
I 'd like t o make a euggeetion. 

Yeah. 

And I want to tell you so that you realize 
why. 

Yeah. 

Werner Josten- J-o-a-t-e-n •...• 

Yes . 

•..•• or Smith College ...•. 

Yeah . 

••.•• happens to be ay brother-in-law. 

Uh huh. 

Re also happens, I think, to be a prettY 
good composer. 

Oh, yes. I know hie work • ery well. 

• 
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And I wondered it we couldn't do aoaething 
ot his on eoae Satur day night . 

Sure. Certainly. 

I •.• • • ( l aughs) 

Ae a matter or tact, I 've got a llet- I ' ve 
got him down on a l ist that I made out tor 
\Ially. 

You think you could do i t fa irly eoon? 

Yee. 

You 're taail1ar with hie vari oue • •••• 

Yeah. Oh, yea. 

Well. •••• 

Let me aae - well, I should eay - well, a 
week trom Saturday, probably. 

A week trom thi a Sat urday. 

Yeah. 

11111 you communica t e with him directly? 

Yes. fle 'e at Sm.l th, lln' t he? 

He ' • at Nor thaapton. 

Yeah. Yeah. All right, I'll do that. 

Which one ot hie works do you think you'd 
do? 

Wall , I don ' t know. It'll be - we choose 
them by t i me. (laughs) 

By time. Well, he hae several that run 
tltteen minutes. 

Yeah. Well , that' s a l i ttle long. 

• 

271 

Regraded Unclassified



HMJr: 

T: 

HMJr: 

T: 

IIMJr: 

!: 

IIMJr: 

'1': 

IIMJra 

'1' : 

HMJr: 

T: 

HMJr: 

T: 

IIMJr: 

T: 

IIMJr: 

T: 

RMJr: 

T: 

ID!Jr: 

T: 

- 3 - 272 

Yeah. Well, the one 7ou did l aet 8atlll'da7 
ran that long didn • t U' 

WbJ, that waa a- that waa the aolo1et'• 
nuaber. 

Yeah. I don't th1nk there'• anyth1ng that 
he hae that rune aborter, but I'm not eure. 

Wall, I'll •••• • 

He aight ••••• 

• ••• • talk with h1a, a nd I'll aak h1a to 
euggeet. 

Yeah. Well, 1t would be •er7 pleaa1ng to 
&e it 70U did it. 

All right, we'll do 1t. 

Thank 70U. 

You're welooae. 

And, ot oourae, on the aeeuaption 70u think 
it 1 e good aueio. 

Oh 1••· Ob, oh 7e1, that'•- it's no ta•or 
to 7ou to do it. 

No. I eaid I reall7 th1nk he'• good. 

Oh 7e1, he 18. 

Yee. 

Oh, eure. 

All right. 

Be delighted. 

'!'hank 70U. 

All right. 

Oood-b7e. 

Oood-b7e. 

• 
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S.pte.ber 10, 18&1 

0.U hi'Mrl 

I aeked 0.... f&Jlor toaa7 to do 
one ot your co.poeltlon1 on our Saturday 
alfh t pro£na. Ill 1ald he would. He 
•• d he tbou~t the7 eould ao lt ... ek 
ttOta S.turd&7. i'leue let .. b• wbether 
or not 1 011 heu tMa th•• 

Altr .. •ueutelll h t he oooductor. 
lie hne not toll-.ct the plan ot uklllc the 
ooapoaiJ' to ooll4uct or to ••1 &D~thlnc. 

I bepe thh tiM I han Min ••-
c .. etul &1111 that th•1 do em. ot yllllP c­
podtlou .. u. 

l our1 alnoerelJ, 

Ur . :.erner Joeten, 
:.ort~~qptoa, 
llaeMOhu .. tte. 

(Signed ) ll011r;r 
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oo - Mrs. Morgenthau 
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September 10, 1941 

Dear Mr. Young: 

Your letter or August 30, 1941, to Oovernor Mckee, 
with ita enoloeurea relati ve to the Employee Savings and Extra 
Compeneation Plan adopted b7 the International Harveeter 
Company, haa been br ought to my attention. The extent to 
vblch the employee ot that company bave already participated 
1r. the ourcbaee ot aa vi nga bonde ie extr emely impreaaive and 
lt i a ouite apparent that large t utur e aalee can be expected 
under thi a plan. 

I am vr i ting Mr . McCormi ck ae you auggeated, and I 
tncloae a copy or my l e tter t o him. Ettorta ot t hio sort 
are real contri but i ons to the Defense Program and the Treasury 
le Alvaya glad t o encour age them. 

c. s. Young , Eaq., 
President, rederal Reserve Bank, 
Chicego, I llinois. 

Enclo sure 

El.k:mrp 9/1!141 

Very truly yours , 

lit .... , . . . ...... t~~a~ . h. 

Secretary of the Treasury. 
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TREASURY DEPARTMENT 

WASH I NGTON 

Doar Ur. lo:cConaickt 

I han read with into"et t he .,.tarial '10U. Mnt .. d .. cribiziB 
~he E:rplo;yu' Savinga and lill<tra Cooipenaation Plan ot IntamatiOD&l 
llarnoter COIIp&n;y, 

I •• particular:cy illp"aae<l, ot cou.rae, b7 tha tact tbat ._ 
ployu ' aa'finga \II>Cier the plan are to be in.,.ete<l azclu.i 'ft:IJ' in UDite<l 
Statu Detena. Sarln.!o Boa<la, 'l'e ban b .. o ext..-:cy interaete<l in bav­
ina corporatiana lllllea it pouibla tor U1Plo1'0a to bQ1 Det.,.. S&Tinga 
&onds out. ot 1nc.... Your plan proT14u an adooirable -~ b7 whicb 
OJ1>l01'11 C&D partol'll t hia patri.oti c aarTioe and at the - tiM lllllea 
a pNdeat. invaat•nt. tor their om tlltur ... 

I •• atruck b:y the tact that tha Karnater Cooopan;y not an:cy 
lll&l<oo U poaoi bla tor employe a to b\17 t ba bon<la out ot in..,... but &lao, 
in tho ceo a ot amplo;yea with th"a or 1110" ;yeare .. m co 1 matcb"" t.be . 
oq>loyoa 1 aa'finga up . to ~l/2 percent ot thei r &Dilll&l incamea, Tbia 
feature of tho pl.&n otters an WNauallJ' a ttractive inTaa-nt. opportu­
nity, ainca the Cotllpt.n;y'a contribution onabl u omplo;,.a to obtein ""'" 
bonds than their """ &&Yinga alona 100uld purchaoa. 

10111' cireul.&r an the new tax note a, and your favorable ccaaaaDt. 
renr<11n11 tMII, 1a appreciated, and I • • int.a"ate<l to note the aub­
otantial purcb&aa ot thuo ootoo t or 'fOIJ.Z COI!p&n;y aocount. 

I wiob your C.....D7 eucceaa with the aaTinga plan &Dd I bapa 
evoey Ka rvuter -lo;,. will r .. l ttat ba e&n participate in i t . ~cb 
participation will rawlt in increaaiziB the aala ot Detanao S&Tinga J 
3ondo and will diract.:IJ' aaaiat. our Qow,...nt in tho P"oant crioia. 

!.:r. r'owler l!cConuick, 
President. 1 
: ntomat.ional Karv .. t.er Company, 
>80 llorth llichigan AYODIIO 1 

;nicago, Illinois. 

Veey~;y::v~ . 

dL~.L·-~· 
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TREASURY DEPARTMENT 

WASHINGTON 

September ~ . 19~1 

Dear Mr. Bell: 

I talked wi th you at lunch todey about the plan or 
the Internat ional Harvester Company, Chicago, Illinois, 
wi th reapec t to their employees' aavings a nd compensation 
plan. 

There i e encloeed the t ile on thls subject. 

I understand that you approve or the plan and that 
you wil l draft a l etter to be eigned by Hr. Horgenthau. 
I will greatly appreciate lt it you will give thla matter 
your immediate attention. When the letter baa been signed, 
kindly eend ue a copy tor our tllea and also send a copy 
to Mr. L. P. Bethea, Aesletant Secretary, Board or 
Go vernors ot the Federal Reserve Byetem, Washing t on, D.C., 
and return to him the letter by Mr. Young, President or the 
Federal Reeerve Bank ot Chicago , dated August 30 and 
addr eeaed to Honorable John K. McKee. 

Wi th kindest regards, I am 

Honorable Daniel w. Bell 

Sincerely youre , 

(signed) B. H. Edwards 
Aaeietant t o t he Secretary 

Under Seoret.ary or t he Treasury 
Waahingron, D. C. 

Enclosure 

• 

• 
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FEDERAL RBSERVE BANK OP CHICAGO 

r.on . John K. KoKeo, Ko•ber 
Bo&rd of Got'omora of tho Fedo..U Ru~rro S)'at .. 
r.aahington, D. C. 

Dear Mr. KoKeoa 

I bad a oontorenoo a few do¥• aco with three 
exa cutivee of tho Intornatieo&l HarToator Co.~, Cbicnco, 
Illinois, at 'IJbiob waa diacu.uod tho !aplO)'oa Savinga and 
Extra Coapenaa tic. Plan 'IJbiob the CO'IJ~ J)llt into effect 
ao:oe time ago. 

Tho Plan prorldoa for Yolw>t.ary authorised paT 

roll deduction• of tr.. l to 10 per cent of e•plo708 1 wac•• 
or salary, rltb which will be purcbaaed Dofonae SaYinga 
Sonde. The eaplOJ'U' oavinga are to be 1nvoetod oxclWiivol.r 
in Defense SaTin&• &onda. 

It further provides, with roapoct to .. plo701 
t.avinil at le:>st throe yaara of service with tho Co.~, that 
t ho C0111po!IT will Mtch their sav1n<;e on a SO per cent l».oio 
up to a MXiAua of S par cent of their annual aal.ary or n.:ee, 
Thos e ~telling payaente aro forfeited if withdrawo u,r tba 

•~plo7• for any purpooo rave unemplo71Jont or r otireaent 1nco.o. 
In tho ennt of forfeit, the ·~nts &re oproad ~ 
re,.1n1ng po.rticipanto. llo such •telling credito nor renrt 
t o t he Co11j>Uiy. 

The PlAn l'llrther provides that one-half or any 
Extr~ Componeatioll paid to employes Jt\Uit co illto their savings 
occounta. (Extra Compen O¥ t1on referred to ia paid to emplorea 
whenever tho COIIJl&D1'• enrn1ngs exceed $) per eharo or •­
stock) 

I ""' nry enUNaiastlc about t ho Co.pany's Plan 
c:.tl r am confident tha t 1t will be tha ...... or ••llinl 
<n·crcl ll.!llion dollara of Defense S.Yir.;;s Benda. T!-.a C<>apan1 
t.r s no clt.crior ::othe in offer in;; t r.is Plan to u ployee, but 
I' eel& t!.o.t J t ~.as rospocoibilit)' ill th• Dof• n•• Procraa, and it 

• 

zn 

• 
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Hon. JohA I. Moioo, W&abington, D. c. 

ia or 001&80 TOry 1Atarutecl 1A offoria& to ~·· addiu-1 
securi~ ap.!Aat IIDa•plo)"Mnt &114 ratl.r-.t. . . 

Thora &ro anolo .. 4 -

1. .l aobedl&la or the n1aber ot •l'lo7e• noe p&rtioipatl.a& 
1A t.hia Pla.D. 

2. .l aobecll&la ot GoTOJ"DMnt ieSIIota purcb&~ad lJT t1>a • 
Coa)l&D7. 

). .l aohadl&la ot tbe oatl.Mta or purabaaaa tor tbe 
U.adi&ta tutura IInder tho aannaa plan. 

4. Copy or tho t ext ot tbe Sanna• Pla.D. 

5. cow ~ the M&n&cari&l Sanna• Plan. 

You will note that tbe Ca)l&D7 b&a .57,000 oploTU and 
that it hal purchased tor ••PlOT•• a •turi~ nlua ot Dafonaa 
Benda of $5, 1195,000, in additioo to $1J.S,OOO purob& .. d b)" 
offioara, or a total or $6,04) ,000. Tho Intern&tiona.l llar-..star 
Compaey, ao a corporation, haa purob&aad Savings Bortda with a 
lll&turicy nlua ot $21,970,000. 

\'ha Compaey 1o vory anxioua that tba matter ba aulal.tted 
to Tho Saoretary of tho Traaaury with tho thought that part.pa 
be Ill¥ be willing to wri to tho C011p&J!¥ a latter. 1 have prepared 
a aucaastod lot tar, whiob 11 &lao onoloood. I wiah TOll would 

2'78 

give thia proposed l etter oonsidaration and if Y01l thiAk it 
adviaahla , I •hall approoilta it if TOU will OOZltaot Mr. llorltntbau 
or llr. Ball about tba ~~&tter. It will not be nooaaS&rT tor 
llr. Norcontheu or llr. Ball to appro.,. tho Plan, but if tboT wov.ld 
be willinc to write a latter to tba Compou>T 1Ad1oat1a& that the 
Plan orr. ... an IIDI&auallT attraot1-.. 1AveatMnt opportuni~, a1Aoa 
tho Compaey'a oontr1but.1on onahlaa ••ploTOI to obta!A ...,... baDda 
than their own aavinea would purobaao, I belleve that wou1d suffioa. 

It you think thoro 1.1 .. rit 1A liT suu;ostion, I shell 
appraoiata havinl you adviaa ... 

Vary trl&lT youra, 

• 
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• 

eo_.-.u ... su.t-t of Sa1eo l>ArlDc 
l'irot 8e...,. Bual.uoo Dqo of JlllT, J.JI&ut, all4 Septe-r, 

(JlllT L-9, .Aqu\ L-8, hpt.Uer L-9) 
On llaoio of Io""" Price 

(.a.o,...h ill tlln.aaaU of ullaro) 

..,. .. .&aolult of IaUMH I Per-tap ot , • .._.. 
or :DeoNUI ~-l or :Deo._.. ~-l 

Iha I lept•ber I 
.._., hpteUer I 

I hpt•ber I qut I JlllT o ... r I Oft>' ..... I 

I 9r!•' JW I ==·· I 

Serieo ll • Poo\ Offioeo .12.116o • 13,262 .15,080 .. 102 -t 1,811 '·~ • 
Sviti ll • luko 19,73'5 2~.262 .u.Ji!! . ~.,27 ,.,. - l!.I 

8erieo ll - !otel J2,195 37.525 3S,lto5 - 5.:no 880 - 1 ... 2 
S.rieo ~ - llllllb 5.330 ~:m 7.631 - 2,1115 116 - 29.1 
Serieo I)-._ .li...li! ~ - l~.U6 -_..m - 24.5 -

!otel .Zl.903 ~ t97.888 ~ .. l ,CJ!j - !b1f. . 

Oftloe of U.. SeorehZ7 of tile !rMft%'7, Dirtoloa of lleoearoh all4 1\aUoUoo, 

llovoel .All tiCQHo are 48pool\o with tile !r....,....r of tile 11111t e4 ltateo oa ..,_, of pzoo....U of 
oaleo of 11111te4 Stat .. S.rt:aco llollda. 

llote1 ftpreo haft 'beea ro'llllb4 to aaareot tholU&Dd lUll!. will aot aeoeoearU7 1144 to totllo. 

...,.., 
o ..... 
lilT 

U.l~ 
...!..2 

2,J 
1.5 

...1.1 

.uJ1> 
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Poe\ otfioe 

Da\o 
lloa4 Woe 

lerioe I Serio• I 

hp\oaber 19111 

2 • 3.021 • },)85 

~ 972 1,~ 
1,)65 2, 

5 1,152 '·~ ' 1,U9 3. 

I 2,851 :J.032 
9 973 2,013 

toW • 12,116o • 19.135 

DailT Woo- hp'-ar 19111 
0.. :Juto ot x. ..... Prtoe 

( Ia --.of 4ellaH) 

._ :lu41aloe 

Serio• P lerloe G to tel 

• 1,112 • 5.510 • 10,071 
515 ~·~ 1,)01 
'115 ,1116 1,032 

1,162 10,1186 15,~ 
101 -·"' I, 

= ':~ 1, 
7.102 
-on 

• 5. 330 • 36.:371 • ~.11113 
. 

All lloa4 lalo• 

lerile I lerill p leriot. tow 

• ,,IM)6 • 1,112 • 5.510 .13.0,. 
2,905 ~ ~:~ 

,,,., 
,.,~ ,,,n 
~·5110 1,162 10,1111i 17,111 
.~ 707 -·"' 9.,, 

~:= .: N= ~:= 
• .}2,1~ • 5.330 • 36.JTI • 73.903 

. 
Offill of U.. ... ~o'-"7 of U.. freuu7, Dhioloa of loaiii'Oil all4 ltaUaUoa • lept .... 1" 10, lfa. 

loveol .t.ll f~o• are ._alb w1.\ll \Joe !nuuor of- Vai- 1\oht oa aooou\ of pro111U ot &&loa of 
Va1\o4 ...... la..UO lloal..a. 

lo\11 P:\pr11 llaft Mea roW.o4 \o -11\ \ho ........ 8114 w1.11 ao\ UOOII ... il.T 11014 \o Mtollo 
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281 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn September 10, 19~1 

TO l!r. Them~ 

••o"' ~:r. HO· 
In !u~r:anonse to your requeat ot December 26, 

1939, there is submitted herewith t or the D1v1a1on o! 
rieaearch and Statistics a memorandum 11at1ng, with brief 
deaerl l)tlons, the studies or nroJecta comple ted or under 
way , and the names ot persons worki ng on each, !or the 
month ot July 1941. 

• 
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DIVISI011 OF RESEARCH AIID STATISTICS 

For convenience or reference, the atudiea lieted are 
grouped under general subject heads , 

The names sho~n for persons worki ng on each pro ject 
include only t hose who participated fairly di r ectly, as 
explained in the introductory note to the correscondlng 
report auomit t ed on December 28, 1939. No attempt has 
ceen made to cover alao peraona whoee r esponsibility in 
each particular case was mainly in pl anning, euperv1s1ng, 
or coneulting . 

l. 

Financial Analraia 

I . ProJects or atud1ee ooapleted 

These revie~s contained, in addition to analysis or 
t he current aituation, the following apeo1Rl atuaies : 

(a) 

(b) 

(c ) 

(d) 

The RFC financing (Review or July 2, page )). -
Mr . Turner 

Some aspeota or the Canadian war err ort 
(Review of July 2, page a 4-6) . - l~r. l·latlock 

The CCC financing (Review ot July 16, page 3) . -
Mr. Turner 

Increase in the public debt and i n bank deposits 
during the fiscal year 19~1 (Review or July 16, 
pages 3-6) . - Mr. Turner, Hr. Barnett 

282 

2. A maturit~ calendar tor each iasue or direct and 
guarantee bonae and notes ot the United States was 
prepared, ahowlng by year, mont h, and nay, wi th cal­
ennar year totals, the amounte outstanding, classified 
by tixed maturity issuea and by callable issue s, ac­
cording to the maturi ty, tiret end tinRl callable dates. 
The calendar, as or July 3, 1941, waa tranellltted to the 
Secretary on July 5. - Mise Lagoe 

• 

• 

• 
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Y1~ld rates on United State• aecurit1ea, direct and guar­
anteed, en the baaia or ever-the-counter closing quota­
tiona were calcUlated dilly. These ware summarized 
eaon-day in a table showing tor each ieaue the cloe1ng 
price and yield that day, the changes in price and yield 
rrom the preceding day, and the price range since the 
data on whi ch f irst traded and also tor the year 19~1 
to date. A chart tor each issue waa kept up to date 
showing recent dai .Ly price and. yield ri(!Ures , togetb~r 
with comparative ~ontbly dat a ainoe 193~. since ~~e 
dat a or ieaue, or since the date fi r st traded. Si~lar 
calculati ons are ~&de dally on the basis or New York 
Stock Exchange closing quotations on direct and guar­
anteed bonds or the United Stat ee, tor use in prepara­
tion or t!le publication 1!t.arktt Prices and Yields or 
Outatanding oonds, llo:es, ani Billa or the OD1ted 
States• , deecribed under Puolioationa in this report. -
Hr. Moody, Mise McCoy, l!r. Kroll 

At t.>te requee t or the seoretacy, arrang•en u have oeen 
made to aecure peri odically rrom the Britiab Eopire 
purchnaing mi ssions certain information regardi ng our­
chases i n the United States b the Bri tieh:Emolre. -

(n) 

·!ayo , 

1/eelr.ly statements are raoeived oov~ring the 
itemized purchases by British Emoire Govern­
ments th rough the varioue miaeions , the item­
i zed ourchases made by these Governments with 
~~e knowledge or the missions but n?t through 
their facil ities, and inquiries oade through 
the ~ias1ons tor f u ture purchases. Si milar 
etate~ents are received abow1ng, by it~i£ed 
contracts deliveries made with r eeoeot to 
orders placed by the United Eingdoa through 
t he mi ssi ons. The de• aila v1 th respect to 
orders and oeliveries are class ified by soae 
twenty-five commodi ty groupe deeisned especially 
t or t he purpose . 

n1ese data are reviewed and edited in the Div1s1on 
each week and a report i s t hen prepared sucmariz1ng 
in dollar volume ~1e intormat1on on orders and de­
liver1ns by commodity groups . This report con­
aists 0r'e1gbt statements: t he tirat three sum­
marize orders placed by the 1ndi vidual governments 

• 
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ot the Bri Ueh Elapi~ tor the ourrent week and 
the to~al• to date; the next three statements 
summari~e total orders ot the British Empire 
on an hiatorioal basis ; the laet two etatements 
present data on deliveries W1 th respect to 
ot-ders placed b)' the United Kingdom through the 
British missions . These weakl)' commodity state­
menta were prepared, and were tranemitted on 
Jul7 5, 11, lS, and 25, according to instructions 
b)' ~he Secretar)'. 

(b) The Division also receives each week the data 
required to prepare statements glvlng the de­
tells concerning the pl\7sioal volume or airplane 
and airplane engine orders ln the United States 
by the Br1 t1 sh Empire. The material tor these 
statements is contained ln a group ot work sheets 
prepared by the British Purchaelng Commlaeion, 
but it is necessary tor the Diviaion to oonaoll­
date and coordinate the intormation contained 1n 
the Commiseion 1 e etatemente. The t 1n1ahed tables 
ehow, by company and by type ot plane or engine, 
the tollow1ng intormation: (1) summary ot orders, 
deliveries, and exports ; (2) history ot orders; 
(3) history ot deliveries; ( ~ ) history ot exports; 
(5) scheduled deliveries ot untilled orders; 
(6) options : scheduled deliveries; (7) spare 
parts: orders, deliveriee, untilled orders, and 
options; and (S) secondhand units: orders, de­
liveries, and scheduled deliveries ot untilled 
orders. These aircratt reports were prepared, 

(o) 

and were transzaitted on July 5, 11, lS, and 25, 
according to instructions by the Secretary. 

A eer1ee ot six tables has been developed to shov 
each week the disposition ot airtruee and. airplane 
eng ines inspected i n the United States by the 
British purchasing missions, and the statue ot 
airframes and airplane eng1nu on hand in the 
United States. Separate tables tor &1rtramee and 
airplane engines show, by company and by model : 
(1) the .dispoaition ot units inspected; l2) the 
status of these unite, and l)) the physical ~oca­
t 1on ot tbe units awaiting export. These tables 
were prepared, and were transmi tted on JulyS, 1~, 
21, and 2S, aooord1ng to instructions by the 
Secretary. 

• 

• 
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(d) Reports are prepared each veek ahow1ng <Dllllll1t­
ments by the British Empire GoYernmenta ror 
oa, ital expenditures in the United States and 
for extraordinary chargee designed to expedite 
deliveries. The data ror these atatsoenta are 
provided by the British Purchasing Oomm1aaion 
but the t ables actually are prepared in the 
Division . Tables showing capitol commitments vera 
pr epared, and were trane•U tted on July 5 11 and 
25, according to 1netructione by t he Sec~eta~y . 

(e) A group or nine analytical tables on British 
Empire orders ot iron and steel is prenared 
monthly. Six or these cover commercial iron 
and steel, excluding ferro-alloys M<1 droo 
forgings, a.nd ar e claaei!1ed by product. · one 
table ooYera ferro-alloys and ailicon metals, 
and also is classified by product. The last 
two tables cover drop rorg1nga and are olaeei­
ried by manufacturer. Statement& ahoving British 
Empire orders or iron ano steel aa or May 31, 
were prepared, and were t r ansmi t ted on July 7, 
according to instructions by the Secretary. 

285 

\t) Arrangements have been made to receive informa­
tion on a physical volume basis ror the orders, 
deliveries, and dates or scheduled deliveries on 
unfilled orders, with respect to several o~1er 
important commodities. For each or these com­
modities the following tables are being prepared : 
(1) current delivery statue ot orders; (2) historr 
ot orders; (3 ) history or deliveries; and (4) sched­
uled deliYeries or unfilled orders . The data in 
these tables are broken dovn by parti cular products, 
particular models in each case, and particular 
manufacturers. 

Statements covering various commodity groupe were 
prepared and vere transmitted according to 1n­
struot1o~s by the Secretary as follows: 

Small arms ammunition, on July 11 
Explosives and propellants, on July 15 . 
Ships, small boats, and marine engines, on July 18 
Ordnance, on July 25 
Small arms (tully automat ic), on July 25 
Sub-machine guns, revolYers, and rifles, on 

July 25; and 
Tanka and tank equipment, on July 25 • 

• 

• 
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(g) Certain financial information concerning the 
orders p laced 1n the United Statee by the 
British Empire is presented in a monthly r eport. 
This report consists ot three tables, ahovlng by 
commodity groupe a summary ot the status ot pay­
menta on dollar orders placed, the h1atory ot 
payments made, and a toreoast ot future payments 
on unpaid oommitmen ts. The report vas prepared 
and vas transmitted on July 21, according to ' 
instructions by the Secretary. 

(h) Arrangements have been made V1 th the Citadel 
Merchandising Company, Ltd,, a Canadian Govern­
•ent corporation, to receive regular reports 
shoVing orders placed t or machine tools in the 
United States, and deliveries on theee orders. 
From this information the D1v18ion Vill be able 
to prepare reporte aum.maridng Citadel ordera, 
deliveries, and untilled ordera, olaaa1tied by 
oompaniea. Delays in the receip t ot necessary 
information have held up completion ot t he planned 
reports. 

l~r. Marcus 

Statements are received covering the itemized purchases 
by the Netherland• Purchasing Commission in t he United 
States, and the volW!Ie ot deliveries made thereon. 
Similar atatements are received concerning the activ­
i ties ot Lindetevee, Inc., a large private commercial 
organ1r.at1on operating in the Dutch £aat Indies. The 
detail• vitb respect to order• and a el1veries tor these 
purohaeing agencies are claas1t1ed by t he eame tven~­
t ive ooamodity groupe uaed t or reporting orders placed 
in the United States by t he British Empire. 

Theae data are reviewed and edited 1n the Division. 
Report• are then prepared tor each ot these agencies 
summarizing the information on orders and del1veriee, 
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olaeeified br commodity groupe. Theee reports con­
sist or three statements: the first ahowa the history 
of orders plaoed; the second shows the hiatory or de­
liveries made on these ordera; and the third ahows 
the current del ivery statue or orders. These com­
modity statements covering orders or the Netherland& 
Purohaeing Commission were prepared, and were trans­
alitted on July 7, 11, lS, and 25, in acooril:ance with 
instructions by the Secretary. Similar statement& ror 
Lindeteves, Inc., were prepared, and were transmitted 
on July 7, and lS, aleo according to instructions by 
the Secretary. 

At the request or t he Secretary on May 23, 194o, ar­
rangements were made tor securing weekly until 
September 11, 194o, and since then tortnigbtly, trom 
more than torty a1rolane and a1rolane engine manu­
facturers data on dBliveries4 new ordereb untilled 
orders, and estimated deliverlea by months on the un­
tilled orders. Ari8Iytlo81 tibies were prepared every 
other we8k Bhowing this infonoat1on by type ot plane 
or engine and by class or purchaser. A report for the 
fortnight ended July 5 was transmitted on July 9, ac­
cording to instructions by the Secretary. The Secretary 
subsequently instructed that this aeries or reports be 
discontinued. Aooord1ngly, le t t ers were sent to each 
ot these companies informing them of t hi s dec1eion. -
Mr. Haas, Mr. Tickton, Hr. D. J. Leahy 

287 

At the request or the Secretary, a memorandum was trans­
mitted to him on July 1, with r espect to lend-lease ordere 
shown in the biweekly airolane report. - Mr. Haas 

At the request or Under Secretary Bell, various memoranda 
and charta were prepared for use in the Friday discussion 
~ meeting fortnightly t o consider matters or gener81 
llltireet in connection with defense tinanoing. - l!r. Haas, 
llr. Dag1t 

The material prepared during the month included the fol­
l owing: 

Analyses were made of recent movements or commodity prices 
illustrated by three wall charta. One ohart showed on 
the baais that August 1939•100, the movement ot 2S baaic 
commodity prices consisting or 16 industrial raw materials 
and 12 roodeturr~. For the indexes or lo industrial raw 
materials and 12 foodstuffs, t here were ahown weekly 
average movements rrom August 194o to date, and da1lr 

• 
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changea from •ta.r 1941 to date. On the same chart 
were ahown aleo for each of the 28 commodities t he 
percentage price changea from the August 194o low to 
July 9 and to Jul7 23, 1941 . 

A oompariaon was shown in a second chart or indexes 
tor all commoditiee and for raw mat erials in the 
United States and in the United Kingdom since January 
1939, on the basis that August 1939•100. 

Comparisons were shown in a third chart ot price in­
dexea t or all commod1 tiee and for to ode in the periOd 
1939-41 and the period 1914-16, on the baais that Jul7 
191'1• 100 in the World War period, and Augus t 1939~100 
in the current period. 

288 

Theee charta were preeented at the meeting on Jul7 25. -
l!r. Dae;git 

9. In reeponse to a request bJ the Secretary on January 21, 
that measures be taken to obtain information to assist 
in carrying through the defense financing program, 
arrannementa haYe been made to obtain the neceaaary 
detailed 

, Mr. D. J . Leahy, 
Mr. Blitman, l·lra . Barnes, Hr. Alter, Mr. Robbins 

A summary was prepared or the dau received as of 
May 31, oons18t1ng of brief explanatory t ext and six 
tables for publicat ion in the Bulletin of the Treasury 
Department for July. 

The inforaation as of June 30 reoeiYed in r esponse to 
our letter of June 28, from 7,000 banlte and i neuranoe 
companies wae coded, tabulated, and analyud. A com­
prehensive analyais was prepared, oonl1at1ng of 100 
tablee ahowtng t his information, olaee1fied by type 
of ins titution, b7 issue, b7 geogr~c area, by call 
olaeaee, and by tax- exemption provisions. 

New letters were sent out to the banka and insurance 
companies on July 28, requesting comparable data as ot 
July 31. 

• 
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States, the 
Department. The reports prepared during July were 
transmitted a ccording to instructions by Mr. Gra~ee. -
Mr. Haas, Mr. Reagb, ~Ir. Brown, Mr. Tiokton, Mr. Kroll, 
Mr. D. J. Leahy 

(a) 

(b) 

(c) 

(d) 

Daily tables were prepared, allowing t he dollar 
volume, on the baaie or the ieeue price, or &alee 
or eaoh or the three aeries or bonds, with totals, 
by Poet orriose and by banka, The table orepared 
on July l presented these data, together Wtth ealea 
ot etampe, tor each day or June, with totals tor 
the •onth. The next table, prepared on July 3 
ahowed ealee or bonde tor July 1 and. 2, W1 th total e. 
Succeeding tablea ehowed the data tor each addi­
tional day or July, W1th ou.ulaU ve to tale. ihe 
table or July 31 covered the period rrom July 1 
through July 30. 

Daily tables were prepared, beginning on July 3, 
showing the amount and percent ot change in the 
dollar ~Olume, on the baste Of the 111Ue price, Of 

sales in July compared with the ealea in June, or 
each or the three eeriee or bonds, with totals, 
by Poet Offices and by banke. The table or July 3 
compared the sales tor the tirat two daye or June 
and or July. The table or July 31 compared the 
ealee tor 30 days ot eaoh month. 

Two tablee were prepared, one ahowing tor the week 
ending June 2S and the other tor the montll or 
June, the dol4z. volume ot ealee, on t ile basis or the 
ieeue price, or each or the three eer1ee or bonds, 
with totale, by Poet Ott1cea and by banks, claa­
eitied by Federal Reserve districts. These tables 
were prepa.red on July 3. 

Two table& were prepared, one ehow1ng tor the weelt 
ending June 23,and the other tor the mont~ ot June, 
the dollar ~olume ot ealea, on the baeie ot the 
1esue price ot eerie& E bonds, by Post Ottices and 
by banks, with tot ale, olaeeitied by States. These 
tables were pr~pared on July 3· 

• 

• 
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Two tablee were prepared, one tor the weelt e nding 
June 21!, and the other for tile month ot June 
ehoving the estimated number of un1te eold ot 
eavinge bonde, ser1ee E, r, and G, olall1f1ed by 
denominations, by Post Ott1oee and by banks With 
totale. The.se tablee were prepared on Jul/ 8. 

A table was prepared on July 5, reporting sales 
ot savings bonds, eer1ee E, r, and G, in May 
and in June, with totale, by Post Offloee and bJ 
banka, aeparatelr by serial, by the number ot 
bond unite; the dollar volume, on the ba11s of 
the ieeue pr1oe; and the number ot purchasers ex­
cluding eecond co-ovnere. 

A table waa prepared on July 8, ahoV1ng the sales 
during June ot Defense eav1Dga bonda, aeriea E, 
F, and G, by number ot unite, with total; and of 
Defense sav1nge atampa by denomination•, With 
total, ae estimated b7 the Poet Oftioe Department, 
on the baeia of daily reporte ot 111 large Poet 
Off1oee. 
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A table wae prepared on July 8, ahowlng for Defense 
aavinga bonds, aeriee E, r, an~ G1 the percentage 
ot the dollar volume ot ealee in June, by Post 
Offices and by banks, 'on the basil of the 1asue 
price, by each denominat1cn. 

A table vas prepared on July 2, showing ealea by 
Po at Offices and by banka, w1 th to t als, 1n dollar 
volume, on the baaie of the issue price, of eav1nge 
bonds, eerie& E, F, and G, and eatimated sales of 
Defense savings stampa, for the combined months ot 
May and June. 

A table was prepared on July 2, and revised on 
July 3, comparing sale• in dollar volume, 1n June 
and 1n May of saving a bonds, eeries E, F, and G, 
and estimated ealee of Defense eavings stamps. 
The table shoved the monthly and daily average sales 
by Post Offices and by banke, with totale, together 
with the absolute and percentage ohanges for the 
month and for t he daily average. Accompanying the 
table of July 2 vas a memorandum explaining i n de­
tail the basis of the figures . 

• 
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(k) A table was_ prepared on July 7, ahowin[; sales 
or saving s oonde, series E, claaaitied by de­
noainations, by number or uni ts and b' dollar 
volume, on the basis ot t he iee~e price. These 
dat a were shown tor t he period Hay l-17, and tor 
the weeks ending l·~ay 24 and 31 and June 7 14 21 
And 2S. ' ' ' ' 

(1) A tab l e was prepared on July 2, comparing sales 
in dollar volume, on the baaio or the issue nr·lce 
ot Defense sa ving s bonds, set•ies E, in Hay and i n' 
June 1941, and sales or saving s bonds, aeries D 
i n ::ay and i n June 1940 . The absolute and uerc~nt-
ar;e changes were shown . · 

(a) I. t able was prepared on July 7, comparing sales 
ot Def ense savings bonds, aer1ee E, in !lay and i n 
June 1941, and sales ot aavlng a bonds, s eries D, 
i n V.ay and in J une 194o, olaee1tied oy d enoa1na­
t i ons, by units, and by dollar volume, on the basta 
ot the issue price. 

(n) A table was prepared on July 10, showing tbe numoer 
of Ameri can Bankers Association banks oual1f1ed as 
aelling agents or Vnited States Def ense savings 
bonds, aeries E, class i f ied by States . 

A oroposnl of the RFC that the Seoretnry reques t that 
ooroor ntion to our~~ase d ebentures or a bank was ex­
runined. . - Mr . Foy 

A s tudy was comoleted ot the relnt io~anio between oubllc 
debt operations- and bank r eeorvea, nnd was incorporated 
i n t~ e review of devel opaents i n the hign- s rade securities 
~nrkets or July l b, as listed under Fin~~clal Analysis, I, 
l(d) . - l~r. Turner, ::r. 5arnett 

co~pleted tor Repr esentative 
at on June l S, 

A me norandum was received trom l·lr. Tarleau on Hay 31, 
stnt1ng that it was his under.standing that it t he 
Treasury's recommendation regarding t he surtax on 
corporations 1s adopted 1t will be advisable to have 
oorporat1ons holding partially tax-exempt obligations 
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an 
of the Under Seoretar,r. A memorandum 

the Under Secretary wae prepared euggeating cer~a1n 
change- in the S~atement. The letter and the memorandum 
vent forward to the Under Secretary on July 11. -
Mr. Murphy, Mr. Turner 

17. At the requeet of Mr. Heffelfinger on 

18. 

19. 

vae made 
the 
Bro 

Hr. Reagb, 
on July 3. -

A etu4z wae comnleted of a nev type of Defenee annuity 
eaTinse bond. - - Mr. Reasn. ttr. srovn 

20. A table 

• 

• 
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At the request of Under Seoretary Bell on July 15 re­
vision was made of the tollo~~ng radio material o~ the 
Treasury tax savinr;s orogram. - Hr. Rurp!lY, }!r. Villard 

Ten-minute interview by Under Secretary Bell and 
announcer . The scri pt was transmitted to the Under 
Seoretary on July 16. 

Ten- mi nute interview by Commissioner of In ternal 
Revenue Guy T. Helvering and announcer. The scri pt 
woe t ransmitted to the Under Secl·stary on July lb. 
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Ten-minute intervi ew by State representatives ot the 
Or tioe ot Government Reports and announcer. The script 
was t r anomitted to the Under Secretary on J uly 17. 

Two five-minute interviews t or col l ectors of internal 
revenue and announcer. The scripta were trans~1tted 
to the Under Secretary on July 17. 

Special announcement tor :lomen •a radio progr8.11l tor 
use before AU&ust 1. The script was transmitted to 
the Under Secre tary on July lS. 

'l'wo eoecial announcements tor ',/omen • s radio progra.os 
tor use atter August 1. The scri pta were transcitted 
to the Under Secretary on July 16. 

Three brief radio announceoenmtor uee July 29, 30, and 
31. The eoripts were transmitted to the Under Secre tary 
on July 1g . 

Five brief radio announcements t or use August 1 through 
11 . The scripts were transm1 tted to t he Under Secretary 
on July l S. 

24. Tne index ot the average yield ot high-r rgde corpOrate 
~n_da waa revised aa ot July 1, 1941. - :.:r . ':'urner 

• 
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At the request of Under Secretary Bell on July 10 
a me~orandum was 9re9ared on •control or consumer 
Credit1 , and was transmitted to him on JUly 14. _ 
l':r . Rurphy 

Secr etary 
!.Sr . t~urohy 

\IllS 
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26. -

27. At the reques t of the D1v1s1on or Stati s tical Stanoards 
ot the Bureau of the Budget 1n a l etter or July s, ~ 
r Aview was made or a nlan tor a tinL~cial reoorting 
system tor coroorations nro~osed by the OPACS. Reoort 
waa made by te!eohone to the Division or S tati stic~ 
S tnnoards on July ll. - I·Zr. l-:uroh;{, ::r. Daggi t, 
.ir . L~ahey, !.:iss Hichener 

28. At the request ot Under Secretary Bell on July 5, 
a review was made or his testimony on June 21, before 
the Committee on Banking and Currency or the House of 
Representatives i n the heari ngs on s. 1~71, an act 
tO extend the 9eriod during which d!rJot Obli~ationa of 
the Un1 ted States may be uoed ae ool. l at erll.l securi ty 
for Federal Reserve notes . - lir . ~!UI').,hY 

29. At the request of Under Secr etary Bell on July 22, 
a redraft was made of a proposed reply preoared by 
t he Legal D1v1sion to a letter tro11 Sena tor \ias ne r 
dated ::11.y 26, requesting a report on s . l 55j, a o1ll 
to n rovlde tor l oans to Feders~ Land Ban&s or re­
finan cing certain !"arm Loan bonds by t he !"aro !:ort:;aee 
Coroorati on and c hanging t he me thod or fixing interest 
r ates on l~d-bank oortgasea, cited a s the "Fara Credit 
Act of 19~". The letter was trans~itted to t he Legal 
:l1vision on July 25. - ~r. ~.urphJr 

• 
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At the request or Under Secretary Bell on Julf 24 a 
eummar, wae prepared or the proviaionsor H. R. 533&, 
oited as the 'Farm Credit Act ot 1941 1 • t he eummar1 vae incorporated in a memor/\1\dum transmitted to t he 
Under Beoretar, on Jul1 29. - Mr. Foy 

II. ProJecte or studies undar WQ1 

A etudy is being made or the relative interest coats 
or short- and long-term borroWing. - f.lr. Barnett 
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A study is being made or the availablft sources ot tunds 
tor Treasur7 tinanoing. - Mr. Villard 

A memorandum is being prepared on a ne~otiable •tau• 
aeourity. - Hr. Sandelin, Mr. Turner , r. glii'Phi 

A stud1 1s being made ot t he probable excess reserves 
in 1941- 42. - Mr. Tumer, Mr . Barnett 

Tables are being prepared which will present varioue 
data on new Treasu~ notes and bonds and on guaranteed 
new Issues . - Mr. onrad 

A memorandum ia being prepared on the advantages and 
disadvantages or increasing the short-term debt . -
Mr . Foy 

A r evision i s being made ae ot June 30, 1941, ot the 
eetimatee or the ultimate 1noreaae in interest coste 
which would reeul t trom remov&l or the tax-exemotion 
oriv1Iege from ill public securities, - Mr. Conrad 

se-
ct 1941. -

A a tudy 1a bei ng made or waz--t1nanoing measures 1n bel­
ligerent countries in the preeent war. - Mr. Hatloclr. 

• 

• 
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11. At the requeet or UDder Secre'arr Bell on October 14 
a memorandua 1• be1ng prepare4 on a a111orandua eub- ' 
a1tted by Xr. John Evans, Preaident or the tirat 
Nat1on8l:Sank or Dearer, Colorado, i n reference to 
United Statea OoTernatent bonde now owned b7 the Federal 
Reaene S:yateat and ita member banlu, and euggestions 
concerning a refunding and change 1n torm wh1oh would 
appear to be in interest or the treasur:r Department, 
the Fe4eral Reaene Byatem, the aember banka, the 
Federal Depoait Insurance Corporation, and the public 
generall:y whose mone7 1a deposited 1n member banke. -
Hr, MurphJ 

12. 

lJ. 

14. 

15. 

16. 

17. 

l S, 

In response to a request b7 Under Seoretarr Bell on 
January 27, oo-ente are being prepared on a memorandua 
by Mr. George Edd,y to Mr. lihUe, 1n regard to a Dlan or 
Hr. !1. E. Peterson, ent1 tled, •.t. Reana or Financing the 
Defense Program*. - Mr. HurphJ 

At the request or Under Secretary Bell on Ffbruary 5, 
an analy81a is being ma4e or h1e plan tor inYeeting 
saYings 6&nke 1 and insurance oompaniu1 tunde in anecial 
2 percent Treasurz oertlrtcatea. - Rr. Ticiton 

At the request or Under Secretary Bell on February 11, 
a memorandum ie being prepared to the Secretary r egard­
ing a letter !rom Mrs. Sylvia F. Porter, New York Post, 
dated Janu.ary 22, suggesting a plan tor the d1etribut1on 
ot United States Government eeourltiee. - Mr. Haas, 
Mr. Murpfii 

is being made or a stud,y or saYinge bond 
~[~:;'"~:"- Miss H1lda HortlliAri, Bowery SaYings Sank, 

b:y Hr. Theodore R. Goldsmith on •l&roh lJ. -
Mr. NurphJ 

At the request or Under Secretary Bell on April 21, ~ 
memorandwa ie being prepared on Mr. Salant 1 a memorandua 
on 1Lii1tation on Purchases or Defense SaYings Bonds •. -
Mr. Rurphi 

At the request or Under Secretary Bell on Jul:y 2S, 
an outline or a sDeeoh on the tax anticipation notee 
was prepared for use In lre~ar1ng a radio addreae to be 
given b:y h1m on lugust 1 a the4Waabington Star Radio 
Forum, - Mr. Murph;r, ~!r. Villard 

In r esponae to an inv1 tat1on in a letter or July 25, !rom 
l•lr . 0, 0. Fichtner, Chief, DiTiaion ot Regional !!:cono!IO', 
arrangements were ma4e tor represen,t.tion at a training 
conterence tor the regional bua1neea consultants or the 
United States Deoartment or Commerce, on August 1. -
•tr. MurphJ, Mr. Lindow 

• .. 

/ 

• 
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19. 

20. 

Revenue Eatiaatea 

I. Projects or studies completed 

l . The r egular monthly statement vae prepared , shoving 
the lateot revised estimates ot receiFts , by months 
and bf ~rincipal sources of revenue, or the period 
Juiyri-June 1942, and ac t ulil receipts tor t he tis­
cal year 19~1. The statement vas transmitted to the 
Bureau ot Accounts on July 3. - Hr. Deloher 

2. 

3· 
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4. Revl eed es timates ot the pooulat i on or the Contlnt ental 
united States vere prepared as of the end of saoh month !rom 
J une JO, 194o t hrough June 30, 19~2, based on the prelim­
ina ry population estimates released on •181 lb, 1941 by the 
burea u or the Census. The estimates were transmitted in 
memorMcta t o Miss Barr, and t o Hr. IIeber on July 31. 
A tabular presenta tion or the population es timate as 
ot June 30 19~1 by State~ was transmitted under cover 
or a memor~dum to Mr. Mulroney on July 31 . - Hr. O'Donnell 

• 

• 
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5· 

• 

b. For use in revenue estimating data were assembled on 
collecti ons of taxes now reoealed Which m~ be re­
enacted according to t estimony at Congres8lonal bearin~s . 
!-.r e . !!e.y, lolls s Spiegel, ~: r. R. R. Smith y 

7. At ~~e request of tOe office or Under Secretary Bell on 
July 9, estimates were prepared and were transmitted to 
him in a memorandum on that oate, or collections rro~ 
~'le oaei tal a took tax tor the fi rs t quarter ot the tis cal 
year 1942, and for the full tisoal year, based on ~1.10 

3. 

9. 

rate erreot1ve under the oreeent law. - l:r . Leahey • 

At the reques t or Under Secretary dell on Jul y 21 , 
estimates were pl~pared, and were transmitted to him 
I n a manorandum on July 23, of the monthl~ dist ribution 
ot the esti mated caoital nook tax oolleotions tor the 
~~~~~~~~~~ ase on e aaeumpt on a ~ me 
or ng cay al stock tax r eturns will be extended 

trom July 31 to September 29. Diotribution was shown 
for estimated col lections under the present statutory 
rate and under the rate and filing date proposed by the 
Revenue Bill of 19~1 as recommended by the Comm1ttee on 
\lays and ~lea.ns, comnared w1 th estimated collections under 
t he yreaent statutory rate and filing date, and with 
unchanged filing requirements. - ~!r. Leahey 

In connection with the hearings on the ReYenue Bill Qf 
19~1, a number ot reYenue estimates, listed below, were 
prepared tor use of Assistant Secretary SulliYan and 
the Div1e1on of Tax Research. - l!r. O'Donnell, >!r. Leahey, 
l:r. Bronrenbrenner, Hr. Butters, l!r. T. L. S:llth 

(a} Estimates were completed, and were transmitted to 
l~r. Blough in a memorandum on July 2, of the 
revenue from cvo proposed estate tax schedules, 
ahowlng seoarately the amounts attributable to the 
estate tax" and the gift tax before and after the 
defense tax. 
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An estimate vas oompleted,and vaa transmitted 
to Hr. Blough 1n a memorandum on July 2 , of 
the revenue increase Which would result from 
r aising the rate of tax on firearms s hells 
cartridges (Sec. 3~7) from 11 perc~nt to 20 
cent. 

and 
!)er-

(c) Estimates were comple t ed, and were transmitt ed to 
~Ir . Blough in a memorandum on July 2, of t he addi­
tional revenues from the followi ng excise taxes: 

1 . Wines, cordials and l i queurs : Increase 
t he rates to the following schedule : 

2. 

; . 

(a) 

(b) 
( c) 

(d.) 

Still ~11nu 
Not more than 
14 percent alcohol 
14 to 21 percent 
alcohol 
More t han 21 percent 
alcohol 

Tax per gallon 

15 cents 

35 cents 

o5 cents 

Sparkling wi nes 
Artificially car­
bonated wines 
Li queurs, cordials, 

Tax per 1/2 pint 
7 cents 

eto . 
3i cents 
3i cents 

Gasoline: Increase the rate 1 cent per gall on. 

Soft drinks: (a) A tax ot 32 cents per gallon 
on all finished or fountain syrups, ot the 
lt1nd used i n manufacturi ng, compounding or 
m1x1ng sott dr inks, sold or used by the 
manufacturer or i mporter. 

(b) A tax ot 20 cents per pound on all 
carbonic acid gas in liquid, solid, or 
gaseous t orm, sold b y t he manufacturer or 
i mnorter thereof, or by a deale r in such 
gas, tor use in the prepar ation or sort 
drinks. 

Automobi l e tax: A t ax of 15 percent on i tems 
covered i n section )40J(b ); exoeptb1ng th!tt 
buses a r e to be excluded trom t he sse, ou 
automobile trailer& are to be included • 
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5. Automotive parte and aocaasor1es: A tax or 
10 percent on items oovered in section 3403(o), 
excepting that auto~obile radio sets and parte 
are to be excluded from the base. 

6. 

s. 

Buses, trucks and oartain tractor s: A t ax of 
10 percent on items covered i n section 34o3Ca) 
excepting that buses a nd truck t r ailers are ' 
t o be included in the base. 

Tires and tubes: Increase ratee tron 2t and 
and 4t. cents to 5 and 9 cents . 

Telephone, telegraph, cable, etc.: Revi se 
rates under section 3465 aa follows: 

On messages tor wh1ch the charge is 
15 cents or mo1· e and leas than 50 cents, a 
tax or 5 cents; 50 cents or more and less 
than ~1 . 00, 10 oents; ~1 . 00 or more and less 
than ~1 . 50, 15 cents; vl . 50 or more and less 
than $2. 00, 20 cents; S2. 00 or ~ore, 5 cents 
tor e.ach add1 tional 50 cents or traction 
ther eof . 

The tax on telegl'Bph, cable. and radi o 
dispatches and messages to be on the same 
graduated rate as ea t fo r th aoove with r e­
soect t o telenhone conversations (i nstead ot 
the present rate or 5 percent ot the amount 
charged tor telegraph messages and 10 cents 
t or each rPd1o and cable message) . 

The phr ase •any leased wire or talking 
circuit soeci el servi ct 1 wh1ch is now sub­
ject to tax ot 5 percent or the amount pai d 
t 'or such service should be defined to include 
certain services ~nich may not now be classed 
as leased wires or special talki ng circuits, 
such as furni shed in connection with news or 
stock auotation tickers, teletype>lri ters, 
burglar alarm systems, and similar services . 

Jetrel ry: A tax at 10 peroent ot the retail 
sales or1oe , allowing no exemptions and in­
cluding re tail sal es or o!ocY.s, watches and 
parts therefor . 

• 
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Photographic apparatue and aa.terlals or 
proJective appa.ra.tue: A t ax ot 10 ercent 
ot the manutacturere' aalee price. P 

11. Mechanical refrigerators: Increase t he rate 
under section 3405 from 5~ to 10 oereent 
and extend baas to inolucle commercial type 
refriger ators and parts therefor and air 
conditioning equipment and parte therefor. 

301 

12. Radio seta and parte : Increase the rate 
under section 3404 from 5i to 10 percent 
and revise base to tax the completed set~· 
the tax on parte appli es only when they a~e 
not sold tor use in the further ma.nutacture 
ot completed eeta. Au\ omoD1le radio eeta and 
parts also are t o be incluoed l n the revised 
base. 

lJ. Phonographs and recorda: 10 percent or the 
manutaeturer s' sales price. 

14. Toilet preparations: Repeal the existing 
statute section J40l and enact in lieu t here­
or a tax ot 11 percent on sales of toilet 
preparat ions at wholesale by manufacturers , 
importers, proouoers, and dealers to retailers 
tor resale at retail. Sales by taxpayers at 
retail are to oe taxed at the wholesale basis. 

(d) An estimate wae prepared, and waa transmitted to 
Assistant SecretarY Sullivan in a meaorandum on 
July 6, or the tax liab1litiee, at busi ness levels 
torecaat tor the tlscal year 1942, or revenue from 
the le...,-1ng ot a re: all sales tax on toilet prepara­
tions covered by seotion J401 ot the Internal Revenue 
Code, 

(e) Four exoess-prolits tax schedules with revenue esti­
mates were prepared under the Treasury plan, and 
were t r ansmitted to Assistant Secretary Sullivan in 
a memorandum on July 15. The structure ot the 
schedules, based on 1noome levels forecast tor the 
calendar year 1941, was explained, and they were 
compared with the plan recommended by the Committee 
on \l'ays and J.leans and with the original Treasury 
plan . 

• 
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(! ) A tentatiTe estimate waa prepared, and vas trans­
mitted to Assistant Secretary Sullivan on July 23 
ot the revenue etteot, at i ncome levels forecast ' 
tor t he calendar year 1941, ot the Treasury pro­
posal tor preferential treatment ot earned income 
under the manc.atory Joint individual income tax re­turns . 

( g ) 

(h) 

( i) 

(J) 

In response to a request on July 29 by Representa­
tive J. W. Boehne, an estimate vas prepared, at 
income levels forecast tor the calendar year 1941 
ot the defense tax rate which would be required ' 
to replace the revenue t~~t would be l ost under 
the Revenue Bill ot 1941 by the el imination of the 
mandatory Joint return proYiai on. The estimate 
was transmitted to Assistant Secretary Sullivan 
in a memorandtw on July 30. 

An esti mate vas prepared, and waa transmitted to 
Assistant Secretary Sullivan in a memorandum on 
July 314 at income levels t oreoast tor t he cale~ar 
year 19 1, or the amount by whioh personal exemp­
tions would have to be decreased in order to replace 
the mandatory Joint return prov1eion ot the Revenue 
Bill or 1941. 

A comparison was prepared ot the surtax schedules 
in the present law and 1n the nevenue Bill of 1941 
with a suggested Schedule 0, which would yield the 
same amo\lllt or revenue w1 thout mandatory joint 
returns as does the schedule in the Revenue Bill 
ot 1941 with mandatory joint returns. The compari­
son was transmitted to Aeeietant Secret ary Sullivan 
in a memorandum on July 30. 

Two tables vere prepared, showing the prel1m1nery 
eat1aated increase or decrease in revenue trom 
tax changes as tentatively agreed upon by the 
Colllllli t tee on \lays and ~leans ae ot June 30 ane1 as 
ot July 1 , respeotively. The tables showed a de­
tailed classification under income, estate, and 
gitt taxes, excise taxes, and miscellaneous taxes. 
Copies or both were transmitted to Assistant Secretnry 
Sullivan, 1r.r. Tarlenu, and 14r. Bloue;h on July 2, 
and copies or the table as ot Jul y 1 were distributed 
to the llommi ttee on \'lay a and Ileana on July 2 • 

• 
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(k) A table was prepared, and waa mimeograabed show­
ing the preli~nary estimated increase. or decrease 
in revenue fro~ t ax ohangea as tentatively agreed 
upon by the Collllll1ttee on IYaye and l·!eans as of 
July 2 . The table showed a detailed classifica­
t ion under income, estate, and girt taxes, excise 
taxes , and miscellaneous taxes. Five copies were 
transrdi t ted to l~r . Bloueh on July 7. 

(1 ) A table was p repared, and was photostated on 
J uly 23 , showing the estimat ed incr ease or de­
crease in the r evenue yi eld from t ile provisions or 
the Revenue Bill or 19~1 as agreed upon by the 
Committee on Ways and Y.eana on July 23. The table 
containing a det ailed claaaiticatinn under i~co~e , 
estate, and gift taxes, excise t axes, and miscel­
laneous t axes, was transmitted t o the Co~ittee on 
\;ays and Keane on July 23, ond tor use in the re;:>ort 
on the Bill a copy was supplied the Joint Committee 
on Internal Revenue Taxati on on the same day. 

(m) 

(n) 

An estimate was prepared, and was transmitted to 
Ass i s t ant Secretary Sullivan in a memorandum on 
July 29, or the number or taxable individual in­
come tax returns which will be tiled on calendar 
year 1941 incomes. or the estimated increase over 
those tiled for the preceding yea.r there were sho11n 
the r espective portions attributable to the increase 
in incomes and to t he orovisione or the Revenue B1l i 
or 19~1 . · 

An i ndividual i ncome surtax rate acnedule was pre­
pared, desi gned to yield the same aoount or ne t 
revenue allooing separate returns as the schedule 
1n the Revenue Bill or 19~1 tor mandatory Joint re­
turns. The esti:nate took into account the co~ora­
tion taxes in the Bill and the ne t income levels 
forecast tor the calendar year 1941. Tne schedule 
vith a ml!lllorandum ;;o ~:r. Blough was tral'IBJllitted 
on July 31. 

• 

• 

Regraded Unclassified



/ 

1. 

2. 

4, 

( 

- 23 -

II. ProJects or studies under way 

At ~~e request of the Division ot Tax Research on 
July 12, 1940 , an estima t e is b elns made or t he addi­
tional revenue which woul d be derived 1f mutUSl insur ­
ance oomnani es o t he r t han l i f e i nsurance oomvan i es 
t~xable under Section 207 or the In ternal Revenue Code 
were made t axable in the same manner co stock i nsu rance 
com~an1es other t han lire ins urance oomoan1 es t axabl e 
under Section 204, and e.t t he same time· the er.eont 1on 
und~r Sect ion 101 (11) >Jere res tricted 'to l ocal mu tual 
COJ~nanieO Of the aSSP.SSment t ype. - l!r . Leahey 

In connection 1'11 th t:'le r evising or t he r evenue la·.:s in 
1e41 , at 'the r eques t of the Di vision or TL~ Research , 
estimat es are being prepa red ot the r evenue et tects 
unaer the oresent law and under Treasury nrooosals or : 
ll) ~epresentative Charl es S. Dewey ' s oronosils for 
estate tu preoa,yment throu~ Federal estate te...~ 
an ticipat i on receipts ; and (2) the Lonerban p roposal , 
whereby i~s~ance coul d be accw~ulated tor es t a te tax 
?aymen t and e xcl uded from the taxable estate uo to t he 
amoun t or the estate t ax 11abi l1ty . - .. r . T. L. Solth 

ln) Adm1ea1ons t o ~~eaters, conoer'ts, cabare ts, etc . 

(o) Paoeenger automooiles and ootorcycles. 
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\ C) Dis tilled soi r 1'ts , doces~ic and i~po~ted co~b1ned . 

:: .. w e tudi es we r e beg,un or the f ollowing oroJects fo r 
r·ev1ein~ and 1mnrov1t m"t hooe of es t i catln r evenues 
rom e taxes 1st e ow. - .·.r. Ja.;g1t, l:r . " · n . S:llt h 
~~~~~~~== 

\a ) Fermented malt liquors . 

(b) ::lectrlcnl energy. 

lc) Cigarettes (smal l ) . 

' 

• 
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Economic Conditione Related to F1eoal 
and Revenue Mattera 

l . ProJects or studies completed 
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1. Memoranda on the bueiness and price situation were pre­
pared, and were transmitted to the Secretary on July 7 
14, and 21. - Mr. Haas, •!r, Daggit, ~!re . May ' 
•tr . Chevraux ' 

2. 

}. 

These memor anda contained in addition to analysis of 
the current situation the following apeoiel studies : 

la ) Forecasts of the rev1eed FRB inC1ex or industrial. 
production from the revieed New York Times index 
weekl.y from January 1940 to date, and monthly ' 
f orecasts compared with aotual production, 
January l 93S to date. (Chart in memorandum or 
Jul.y.7.Al.so describ~ below under Economic Condi­
tione , I, as item 12) . -Mr. Dagg1t, •lre. May, 
~lr . Colclough 

(b) Price movements or all oommod1 t iee and roods in the 
United Stat es and Canada from January 1939 to dat e. 
(Chart in memorandum of Jul.y 14. Also described 
below in Economic Condi tione, I, ae item 6). -
Mr. Dagg1t, Mrs, •lay, Mr. Oololough, , Hr. Smith 

(o) Price movements of selected t extiles from January 
1934 to date. (Chart in memorandum of July 14, 
Also described below under Econoa io Conditions, I, 
as ite111 7). - l~r. Daggit, }lrs. ).lay 

~:e:norand&on emplo1111ent under the Worlt Pro,teots Admin­
istration wer e prepared on JUly 7. 14, an 21. -
S!iee Hagedorn 

At ~~e requeet of the Secretary, a table ie prepared 
eaoh week eummari~ing exports or petroleum ~roducts, 
sorao iron , and scrap steel, from tbe Urilte States to 
Japan, the O. S.S.R., So8ln, and Great Bri tain, as 
inC1icated by departure permits reported daily by the 
Ottioe of Merchant Ship Control. The tables were pre­
pared tor the weeke ending July 5, 12, 19, and 26. On 
July 7, 1~, 21, and 2S, the original and 13 photostats 
were transmit ted to Assi stant Secretary Gaston. -
l~r. Tiokton, Mr. D. J . Leahy 
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dai ly ouotationa on selected 
weekly 
and 

Comments were prepared on t he commodity si t uation as of 
July 23, for information in connection with the Fri day 
meeting of July 25. - l·!r. Daggi t, l·!ra. 11ay 

A comparison was made of the ~rice movements of all 
oom~oditiea and roods in t he Onitea States and Canada, 
monthly from January 1939 to date, on the basis that 
AUbust 1939:100. The BLS all-commodity and rood indexes 
\/ere used tor the Un1.ted States and the indexes or the 
Dominion Bureau of Statistics for CanPda. A onart was 
used in connection with the business &Pmoranduc of 
July 14. - ~:r . Daggit,Hrs. :.ay, Kr. Colclough, ~:r. Smith 

A study was made of the movement or nrices or selected 
textiles monthly from January 1934 to date. A cnart 
Shotring the quotations used in the BLS index of 2S 
basic commodities for cotton, wool, burlap, s i lk, and 
printcloth, was used in connection with t he business 
me1aorandum or Jul y 1 4 . - l-!r . Daggit, l·.ro. l·!ay 

At the reques t or t he Secretary, a oomcittee of three 
v:no ton4ed on July 14- to draft . .,.<?::-"-:= ~~~i-i~~W~ 
situation tor the President. i 
were Dr. Viner, chairman, Mr. \lhite, and Hr. Haas. 
The draft was completed on July 15. - !:r. Haas , Hr . l·!ur:phy, 
::r. Villard 

A memorandum was transmitted to t he Secretary on July 11, 
rel)orting a teleohone conversation with ::r. Sexauer of 
the Hew York Dairymen • a Lea~e on July Io. - f.!r. !!aas 

At the reouest of J.:r . Leon Henderson on July 19, eo~ies 
or three charts were transmitted to him on July 21. 

One chart compared orice indexes or all commodities and 
ot r aw materials in- the United State& and in the Uni ted 
Kingdom s1noe Januar y 1939 , on the basis that AUGUst 
1939•100. 
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The eeoond ohart shoved compar1aone ot price indexes 
t or all oo111111od1 t1 ea and tor roods in the period 1939-41 
with the period 1914-16, on the baste that July 1914:100 
i n the World War period, and Augus t 1939•100 in the our­
rent period. 

The t hird chart showed the movement ot 26 baste com­
modity prioes, conaieting ot 16 industrial raw materials 
and 12 toodstutta, o~ the baste that Augus t 1939=100. 
For the indexes ot lo industrial raw materials end 12 
toodatutte, weekly average movements were shown rrom 
August 1940 to date, dally changes were shown trom 
Ma,y 1941 to date, and the percentage chAnges tor the 
individual commodi ti ea trcm t he Augue t 1940 low to 
July 11 and to July 1g, 1941. - Mr. Daggtt 

A study was completed ot the relat1onsh1D between the 
New York Times revised index or business activitt and 
the new FRB index or industrial production ae a asia 
f or rorecastlng the ve8k1y 1eve1 or the I!'RB index trom 
the New York Times index. A ohart was used in connec­
tion with the business memorandum ot July 7. - }!r. Daggit, 
lire. }!a,y, Mr. Colclough 

oer oaD1ta 
States. A memorandum, with seven tables, 

was t r ansmitted to the Secretary on July 21 . - Mr. Haas, 
l·Ir. Daggi t , ~Ira . May, I·Ir. Colclough, Hr. R. R. Smith 

II. Projects or studies under wa,y 

A pro jeot on measures or consumer bu{tng te under way 
with the objeot of devel oping three ndexea: (a) and 
(b) two indexes to measure the buying power ot consumers 
1n terms ot ohya1cal volume ot purchases; and (e) an in­
dex to meaeui•e oha.ngee in total consumer expenditures, 
i n dollar volume. These indexes will supplement our 
present "index or sales•, which ia deeigned to measure the 
•ott-take" ot manufactured goods into various consumption 
channels. 

• 

• 
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(a) Compu~ation vas revised ot the physi cal volume 
index ot consumer buying power, entitled "Index 
or conaumer

1
demand tor a aelected group ot con­

sumer goods • This index is corrected tor the 
etteot ot price changes trcm 1935 to date. 

(b ) Computation vas revised also ot the second 
physical volume index or consumer buying cower 
entitled "Index ot po~ential consumer purchasi~ 
power•. This index i s corrected both to~ the 
ettect ot price changes and tor the effect ot 
changes in the national income . 
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(c) t:tth respect to ~he 1 Index ot consumer eXPendi­
tures, in dollar value•, further progress has 
been made in developi ng individual series, 1n 
de termining their suitability tor inolua1on and 
the necessary adjus~ente. These aeries have been 
classified i n two broad groups: durable goods 
and non-durable goods . The purpose ot the index 
is to cover as large as possible a proportion ot 
the purchases or ultimate consumers. During t he 
month further p rogr ess was made in selecting ap­
propriate series with a view to making this index 
more useful 1n connection with detnnse studi es. -
Hrs. Nay , ~!r. Colclough 

2. A study or the volume of installment buying and con­
sumer credit has been nearly completed. Thi s study 
is designed eventually to provi de a monthly index or 
the volume ot bu 1n on deferred menta which at 

mea a an mpor an usineae ao or. ewly-published 
data from the Depar~ent ot Colll!llerce and the National 
Bureau ot Economic Research have b een assembled. A 
preliminary study i s u.nder way t o determine how they 
may be used in a coo:b1ned index. Further work is await­
ing additional data to be released by the De99r~ent ot 
t:ommerce . - !-Irs. May 

• 

• 
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FUrther progress was made on a . study ot the aellln 
oricea ot commodities on which taxes are imoosed fn 
order to determine the oercentage lihlOli the tax ' 
reorasents or the aotu81 price. - j.[ra. Mai, J.!r. Smith 

For use in revenue esti mating, a study was begun as a 
basi s tor for ecasting salaries and wages or t he United 
States Depnrtment of Commerce series on a quarterly 
basin , the July 1941 revision, from the Uni t ed States 
DcpnrCnent or Labor index of factory payrolls, tb~ 
January 1941 revision. - !·ir. Dagg1t, l·. r . Smlth 

6. At the request of Under Secretary Bell on January 29, a 
w~orandum for the Secretary ls bei ng prepared, i l lustrated 
by fiVP charts, on the oossibili !A ot a t~eignt car short­
~ in October 1941, when car lo 1nga are at their 
st:naonal ))eo.k, and containine; a torecnat ot trei3ht cnr 
loadings for October, a forecas t ot the number ot freight 
c~ra ~~at ~ay be r equired, and outlininB s~eps which 
would alleviate or ;>revent such a shortage. - ;~r. Dagg1t, 
t r. Chevraux 

1 , 

Actuarial Problema 

I. Projects or studies completed 

A memorandum was prepared, and wna oo~plAted 
on the investment ~ield on the C~v11 Service 
and Di sabil1 ty Fun • - !.:r. Reagh 

on July 14, 
Re tire;nent 

2. A letter dated July 11 was received from ;.;rs . Dulles, 
SociAl Security Board, reque s in connecti on with 
an inquiry Senator Downey, 

checked and compared 
estioat ~e 1n the TTeasury Department. 
mailed on July 14. - l·lr. Reaeh 

was 

In r esponse to a reoues t contained in a letter from 
:.;r . George Buchan Robinson of !·!BY 11, several articles 
on Soc11\l Seour1tll·!ritten by the writer and ~Jut>lished 
In the Arinalia t 1•1ere rev1e>red. An oral discuss ion of 
t heir content t:as held on J uly 2) wl th J.;r . Robinson · -
~;r. neap,h 

• 

Regraded Unclassified



4. 

5· 

- 29 - 310 
At the request or Under Seorethry Bell on June 30 
reTieion was made or a proposed reply orenared by'~e 
Bureau or Accounts to a letter from the Bureau or the 
Budget dated June 14, requesting the views or the 
Treasury Department on s. 13~6, a bill repealing section 
611 of the National Service ire Insurance Act or 1940, 
The redraft was transmitted to the Under Secretary on 
July 9. and wee mailed on July 14. - Mr. Reagh 

At the reques t or ~lr. Hsrrelttnger on July 2S, a review 
was tnade or a report prepared by the Bureau or Accounts 
in resnonse to a lett er from the late Senator Pat Harrison 
dated July 7, requesting a report on s. l{l~, a bill to 
amend the Social Security Aot w1 th r ea pee o rederal 
erente to States tor old-age assistance. The letter 
incorporating the report was approved, and was ron~a..-ded 
to the Under Secretary on July 31. - ~!r, Reagh, V.r . Kur;~hy 

6. At the request or the Bureau or the Budge t on July 11, 
a letter wae prepared commenting on H. R. 4133, a bill 
to nnend secti on 92, title 2, or the Canal Zone Code, 
and r or ot her purposes. The letter was mailed on July 16. -
::r. lteash 

1. 

2. 

II . Projects or s tudies under way 

The Board or Actuaries or the Civil Service Retir ement 
nnd bisab111ta Furid 1s laying out deta11ad clans fo r 
t abulating an processing data r or use i n prepar ing 
tho r egular fi ve-year Taluation or the Civil Service 
Retirement Fund for the purpose of determi ni ng the 
11ab1li ties or the Goverlll!lent under t he Civil Service 
Re t irement law. Under t he law, such a valuation mus t 
be !)r epared as or July l, 1940. - ~:r. Rcagh, l·!r . llrow 

~e roreign Service Retireoent Law, a s approved Aoril 24, 
i 939, Section 26{m), provides that t he •rreasury Depart­
ment shal l prepare the estimates or t he annusl ap~ropr1a­
tions required to be made t o the Foreign Servi c e Retire­
toent and Disab1l1 ty Fund and shal l make ac tuarliil villua­
t i on a t interv819 of rive year s , or oftene~ i f deemed 
necoesary by the Secret~ry or the Treasury • An outline 
ot t he data reouired tor making an ac tuarial valuation 
has been submitted to t he St a t e Departmenl<. 'n1e data are 
now ln process or preparation. - l!r . Reagh, l!r . Brown 

• 

• 
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Several years ago a cc~ittee was organized for the 
ourpoae or studyi ng ways and means to extend retire­
oent benefits to all Government employees r egardless 
of Civil Service status . The working committee the 
Suboonmittee on Retirement, has again become active 
and is attemot ing to draft le~islation which would 
coor dl nate the l)rovisions or 11e Sooinl Seouri ty Act 
with the CiVil service Retirement Act . -mt ot a 
prooooed bill was prepared for consideration by the 
committee. The work or t he oomuittee is temporarn1 suspended. - Y~. Reagh 

31.1 

~ - At the request of Under Secretary Bell on July 10 , a 
:nenorandum i s be1 ng prepared in regard to the 1241 
leatol atl ve orogram of the Social Security Bo&rQ. -
!!r. Reagh 

Other ProJects or Studies 

1. At the request of the Legal Division on July 1, 
i n response to a request tro1a Sena tor Elbert D. Thomas 
in a l etter or June 27, a report is being prepared on 
S. 1666, a bill to coordinate ~ederal reporting servlces, 
~1JUninate duplication and reduce the cos t or such 
services, and to minimize t he burdens oi" furnishi ng 
r enorts and i nfo rmati on to governnencal 1.\&enoi es. 
l~cmoranda reauesting comments on the bill were pre_:>ared 
tor signature ot t he Administrative Assistant to the 
Secretary, and were forwarded to the various bureaus 
and divisions ot t he Deoartment on July 16 . Prepara-
tion ot the renort is awaiting reoe1? t ot their co~ents. -
!:iss ~:iohener 

2. Publications 

(a) For t he July issue ot t he Treasu~ Bulletin date 
were prepared on average yields o i an5-term 
Treasury bonds and high- grade oo~or-ate bonds. -
l·Ir . Turner, J.:r. Barnett 

All t he mate r ial subiJitted tor t he July issue 
was revie1<ed and edited, 

' 
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Subetant1al rene1ona vera ma4e in the July 1esue 
in the eeotion on average yielde ot long-term 
Treasury and corporate bonde and in the trans­
position ot the chapter on cvnerabip ot Government 
securities to an independent chapter trom ita former 
~rouping With the ~ata on the public debt. -

Additional revisions are being considered tor future 
issues. - Mr. Lindow, Mr. Lynch 

(b) For the publication }!arket Prices and Yields or 
Outetandin Bonds Notes and Bil• e or the United 

a ee~ oompu a one were ma e an cony was pre­
paredcr the ieeue covering the aonth or June. 
This publication shows by securities the rates or 
i nterest, maturities, interest parment dates, and 
amounts outstanding; and tor each day or the month, 
together With a monthly average, closing market 
quotations (accrued interest to be added), and 
yields. - Mr. l~oody , !Use McCoy 

(c) Memoranda were prepared t or signature of Under 

(d) 

( e) 

Secretary Bell to the various otticials re-
questin data to be supplied tor 

- Mise West erman, Mr. 
Mlcrulne r 

At the request or the ottice ot the Administrative 
Assistant to t he Secretary, a r eview was made or 
the material in the Un1 ted State& Government Y.anual 
relating to national derenae aotivitles in the 
Treasury Department. A suggested r evision vas pre­
pa.red and vas transmitted under cover ot a aemorandwa 
to Hr: c. s . Bell on July 16. - lUes Ziegler 

At the request ot Assistant Secretary Gaston on July 17, 
an article 1e being prepared on the operations ot the 
Treasury Departnent during the year 1941 to be in­
corporated i n the 1942 Americana Annual. - J{r, Barnett 

• 
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; . corrupon4enoe 

Repliea wer e prepared to lettera reoti•ed on aubjeota 
relating to the work of the Di•iaion, and letter• 
drarted elaewhere and submitted to the Di~aion ror 
that purpose were re~ewed. - M1aa Michener, Mr. Lindow, 
Miea Ziegler, and other member• or the atatf in 
appropriat e tielde of work, 

During Julr 362 letters were reoe1ved in the Di~e1on 
and 3il-O were · handled as required, 

4. Charta 

Charta are prepared and oont1nuallr brought up to date 
ror uae 1n memoranda and 1n chart booll:a on apeo1al aub­
Jaote, and oorreepondlng photograpb1o, phot oatat1o, 
and aultil1th vorll: ia carried on. 'l'h.h U done i.n the 
Grapbi o Seot1on under the aupania1on or Mr. Banraa. 
A atatietioal r eport on t he work or t he Graphic 8eot1on 
r or t he aont h or JuLr ie attaohed, 

• 
-
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DATE Sopteober 10 , 1941 

TO 
Secretary Morgent hau 

•tr. Cochran 

STRICTLY CONFIDENTIAL 
Since dict ating 1:17 melliOr&ndu::l of September a, I have ••• , the IIICLlOr&ndWII 

of ::euro. Foley and Pohle, dated SO!ltombor 9, on tho eamo queation of shinint 
gold !or tho lla.nque National• Suisao from Now York to Litbon. My feolint: 1-;. tb&t 
1t the :Sritio!,t vi.!!>., to vitbhol d a ~v1c!rt .t~ conr the &!'JJ.. obip~:~cnt , t~t 1~ 
to betvoen tl\.~and the sa... so Io~ Bl ve ha'fO II general license (llo. 50) out.­
st P""ili•e vbi ch appr0'081 certain transactio•• tor vbich the llancue llation&le Suiuo 
Youchee, I 4o not tee bow we can ..-e~ properly rtf'\lae a lieens~ for this t ra.na­
•ct!on on tho 'O&rt of tho bank itself , and coneernint: vbich llr. Gautier, a tullr­
tlllthoritod ropreaent ativo, giYes -full aoourancoa. I! ve haYO evidence that the 
b•n': lo acti nt; in bad faith, tho situation wuld aooa to call for cons!dorift8 
vosaiblo roYOC&ti on of the general liconoe. It vill be recalled that gener el 
l!consos voro iooued oneral European countrieo pri ncipelly tor political r o .. ou. 
l think the 'l'reaoury ohould not t&Jce t he lead in quoatioDine tho good faith vith 
which ouch licenses are obaerved unleoo they haYO yery good information &o tho 
bath tor their co~~plaint . In tho !'rooont in.atance , I think tho argument eubmittod 
by Mr. Ritchie, a youne la~r tomporarilr ! n t ho senico o! the l!rithh )!inil t ry 
o! ~conomic Wa.rte.re , is @ \_e -~ Ot courae , t here are r emittances from 
Sv1tterlend to Portugal in behalf of t ho Roichobnnk. It ia not at all cl ear, how­
ever , vby tho act of Svit<er l and in tryinc to liOYO gold from New York to L1obon 
should be t i ed up vith this bua!nooo. '.Ilion ve wore denlinc with the St andard 011 
•~~lic~tion for tale of their Hungarian proportieo t o Germany, ve learnod that 
O.MlM,Y vnt ready to make $24 qQQ..QQO !uodiately o:•&ilablo in gold at Liebon. In 
• r..,ort fro111 our Legation ~:Bern dated Auguot 15 . 1t vao atated tbet the German 
.. eichobMk bad dur1ft8 th a ])r eceding tilt vooka told some 30 to 1i5 cillion Sviot 
! r 11Mo of gold bart to pr!•e.te banko in Svi t .. rland. It wao tl:ouc;bt that the 
entire oroeoodo f ro• those oaleo bad 'been oold •• ~ckly ae poasible to Svioo 
bonkt againot deliYOry 1n Liobon and llueno• A1reo of oocudos en<l peroo, chietlr 
the l atter, Coapete nt opinion in :Bern vao inclined to 'bel!IVO that tbeoe tre.no­
:·r~ ~ ( tho !!rot of .bich had occurred a! tor tho United States blockage of cor to in 
!,reign ••••t• tvo QOntha aso and alnco the Oer=an attack on a~ssia) vere b•ln& 
uoed to buy raw ~~~atoriala in South Aaer1c~ . I t vno alao conce1yod ao posoibl o that 
these trMofera mig)lt r ot>re&ent the l1~dation of re!choa~arks by hi,;h Oert>Ms 
~avtns "" 1no1do knovled&e of t he true courao of tho C&OI!l&ign against Ruuia and 
who p~o took!nt; 1n•oat 111ent in cocmod!tioo for rooalo at ouch tize and for ouch 

currtncy na they mny later dee~ beat . 

My ooint !a thet OetiOilDY nlrondy boo CO ld available i n l'ortugr.l , or 
coul d eao!ly ~ it aYailable t here by transport on their re~er a irliner s 
~etvoen Oer C>&DY and Portugal . Thoro 11 no need !or tho ex:;>ense of Svit<orlend 
br1ng1n~ t old from tho United Statee to be uoed i n Oernen transact i on• oYer Port~•~ 

• 
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I find tho expluation of the Swia1 latioul !eDit entire}T accoeptable 
and vould recret 't'erJ .uch to 188 Ul quae tip thf YArd •' the Srtee p+bnri \ iea 
at th11 t1ae AAd reru1o to lot thea tiD out $2,000,000 in gold from tbeir tOi&I'"" 
gold hol41n&l of onr $220,000,000 with the Joderal llooorn :Benlt at lev York. 
Tho Seereterr ~ recall that d.urinc the worlclnc of the ~riperti to AQeeaont I 
vae onoe 11nt on a epeoi&l trip to Svi toerland to oht&i n tho ~eratio9 ot $bo 
Sv1n monot arl Ollthor1tiu i n our 19U poJ.icy, particularl y towra ~luencinc 
th..-svio'ITOhcU a iarpr part of thoir fundi on tho llov York aarltet in the fora 
ot golg,._ The Svioe a t that tillle indicated their rlllinp en to cooperate whh u1 
an-a ~ cooperated tulll with ue in mattore pertalnioc t o gold and curroncoioe 
e.or t1nco tho;r adhoroll to the 'l'riperUt e acoord. '!he SVhe o1'1'icohl1 reoponoiblo 
tor aonetarr pcl1cr at that tiao are now pr acticoal}T the eue ono1 aeldnc !or th11 
.-11 but noraal oooporati on !roa the United St at .. i'roaeurr in t1ao1 of a4't'lrlit)'. 
A<:ouainU d pn1on&ll.T with theae Sw111 aa I -. I know tbat thor will tool tbat tbe 
\TeaiU!l. ~ailed t hos 1t vo retuoe thh tranaact1on. 
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TREAS URY DEPARTMENT 

INTER OFFICE COMMUNICATION 
31.8 

OAT& 

TO Secretary Korgenthau September 10 , 1941. 

••o" J . J . O' Connell, Jr . 

For your information 

A meeting of the Price Control Committee of OPA 
(formerly OPACS) was held thi s morni ng at 11 o' clock. 
Ur . Henderson presided as usual. 

Mr. Henderson reported to the Committee that he 
had discussed the status of our Committee with the 
new Defense Board (Supply, Priorities and Allocation 
Board) and that it was their unanimous opinion that 
the Price Contr ol Committee should be kept in 
existence and functioning as heretofore. A oh~e in 
the membersnip of t he Committee is the substitut1on 
of William Levis (President of Owens Illinois Glass 
Company) of OfM for Donald Nelson. Mr. Henderson 
ind.1oated, however, tha t he hopes that Mr. Nelson will 
continue to attend meetings and be at least an informal 
member of the Committee. 

The main topi o for discussion this morning was the j / 
price of raw cotton and ita relationship to the price of 
textiles. Kembers of Kr. Henderson' s staff pointed out 
that the rising price of raw cotton is putting terrific 
pressure on the exi st ing price ceili ng on textiles. It 
1s their position that unless something is dona t o 
stabilize the pr ice of raw cotton it will be impossible 
to maintain the existing levels of textile prices, which 
are already subs tant1ally in excess of their level of a 
year ago. Fol"WWLL'd selling of textiles has been partioularly 
difficul t since the manufacturers suspect that the price of 
cott on will continue to rise in an uncontrolled fashion. 
Henderson pointed out that mail order prices for next 
spri~ _show prices for textile products as much as 40 
and~ above· present levels. 

Regraded Unclassified



-

319 

Seoret&rf Korgenthau, 2. 

The obTioua thillg to do would be, of oour11 to { 

11ll Gonl'DIImt ootton at IUoh twa &lid in IUoh' 

amounta aa to keep the price of cotton atable at or 

around paritr (it ns 110 on parity yeaterdq), ad 

to lll&lte it clear that auoh will be the ~dai.n.l.matioa 

policy. Unfortunately, SeoretaryWiok&rd waa not 

preaeat and his reprt1tntatiTt1 were not apperentlF 1n 

a position to take &Df Tery definite position on the 

aubjeot. I rainded tum th&t at leaat 1ix welD 110 

Secretll'f Wickard and Mr. Henderson had &t leaat a 

general undeutanding that Jirioult11Pe would "11 eottoa 

to keep ita price frca going above parit{. !he 
.lgrioulture repreaentatiTea were unable o di1ouu IIlAh 

an agreement but indicated their feu ~t to aell ootton 

IIDif m.i.ght infuriate the fal'Dl block enough eo that t:bey 

would paee the cotton freeai.Dg bill onr the Preaident 11 

Toto. Neither Kr. Henderson nor I were much impres1td 

by thia argument, Leon taking the position that the 

existence of a power which the Department is afraid to 

exercise i1 no better than no power at all. The whole 

dieouuion was quite uns&tilf actory, in part due, of 

courae, to the fact that the Secretary of Agriculture 

was not present and that his r epresentatiTes were unable 

to apeak for him. He il not expected bacJI: in town until 

the twent;r-seoond of this month, and whether Kr. Henderaon 

will be able to hold out against the preuure of the 

textile indu1try in the face of a continuously riling price 

of cotton is problematical. 

There was a long discuuion of the existing 1ituation 

a1 regard• the dcaeatic production of &ino concentrates. 

J. report has been trepared in Ol'~ which indicates that 

domestic production, at least in the tri- state area 

(which produou about 40 per cent of our domestic supply), 

will tend to go doa onr the coain£ aonths unless the -

existing price ceiling il lifted aubat&ntially. '!'he two 

taotora which will apparently make for thil condition are 

(1) that 1011111 of t he ainu &l't beooai.Dg IUb-urginal a1 

they approach depletion and (2) that it 1a expected that 

aoh of the labor foro• (the wage lenl 1a apparently r.ite 

low) will be teapted out of the sine minea and into de enae 

aothitiu in or naar the 1ame area. 

-
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Secretarr Korg«Rthau, a. 

The report •• aa.lttedb 110t Te'l'J couluaiTI 
and •• aubJected to quite a bit of ol'lt1oia both 
b7 mmbera of the hioe Control c-Ittee ;:;A b7 

member a of the OP1 atatf. Senrll. aem.bera of the 
Committee queried the oonoluaion raaohed in the report 
that a IUbatantill. increa11 in the price of sino 
concentrat .. would either (1) be neceal&'l'J to uintein 
production, or, (2) reault in expanded beduotion. 
In thie counectio• it waa pointed out t the priee 
of zinc ooncentratee ae well ae of llab sino, ie Tl'l'J 
subetantiallT abne 1929 lnel, aDd that the rill in 
the laet 7ear in both baa been preoipitoue. Further­
acre, the report aa.w.ae that the riee in the price of 
sino oonoantrat .. will neceeaarilT reault in the price 
of elab sine rising, although, 11 Mr. ClaTton pointed 
out, tha exiating relationeliip between the two prices 
ia an hiltorical one and •1 not be a true one. To 
~ut it another way, analJ'sia Dight ahow that the 
1noreaee in the price of zinc concentrate• could be 
absorbed by the proceuore without &nJ' inorea .. in the 
price of elab sine. 
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Faethermore it waa pointed out that little infor.a­
tion wae aTailabie ae to profit margine and leYeia for 
the zino ain11 in the tri-atate area and that analysis 
of the11 figur .. aight indicate that the additional 
labor ooat 'llhioh it ie auvaed Jlllat ta.te place if a 
competent labor IUPPlT h to be u.intained aight be 
absorbed without the proposed inoreaee in the price of 
sino conoentratee. 

While it is adaittedl7 deeirable and in faot 
neoeuar1 to aaintain existing lnele of production in 
thia country the d .. irabilitT of IUbetanti&l expanaion 
is aore open' to diapute, at leut until • get an 
expanaion in -lting capacity. Moat of the sino n 
import oca11 froa lluioo, Canada and Argentina, and 
11 to theee aouro .. of 1Uppl7, the &hipping problem is 
not acute. 1n1 eubetanti&l expanaion in aomeetio 

--------------------------~~ 
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Seoretarr Korgenthau, •• 

production ot sino concentrates without a ooaparable 
exp&naion in ae.liDg oapaoit711ight ruult in a 
neoeaaarr but undesirable ourtailaent in laporte tr011 
the oountriea &boTe 11entioned. Thia laat 111ntioned 
poaaibilitr doe• not aaem to 111 to be of particular 
importance but it waa 11mtioned b7 both ll.r. Clarton 
and ll.r. R7der, Yioe Chairllan ot the Tui.tt C~aaion. 

The Comaittee diaouased the 111tter Terr full7 
and the 1tatt or OPi are to a&ke a further lnTeatigation 
and atudt aloDg the lin•• indicated b7 the diacuaalon. 

The meetiDg adjourned at l o'clock. 

(rtf?~~ 
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S.pt.Mr 10, lMl 

JllliOWJ){!Jf !O !Ill SICU!AIY I 

it J"' lutlaat101 a4 ~ 7fiV lubt .... I llaw COM 
ftPJ tilOI'IVdJ lato tM •tttP If tS.. NflulJot4 to -- lal• 
l uae pvrtlaaMI ,,.,,., 117 tM PHI• •t Dhbl01 wltll a 'f'iiW 
to upM.lUq all ,.111\le, 

lfl _...._ of ..,te.M• 4. lNl pnpanl 1a a ......... 
wl tll7t'IIJ' nt-•t of thl ... late, 1tat11 ia nl11tuM tllat a ~p~t 
ohlok of nq11l11tlou lhowl tllat appnlaatelJ 10 k7• an n­
qu1H4 lll.ton w an antllorl .... to ii.b pvrehul eo11tnotl. 

I Mt witk Kl'. ltettlalu ... etMPI M fq attora001 ot 
t hla ••k. u ll'l'llllali liJ 7"t te 4110711 ezpM.ltlu tho ,., .. ..,, • 
.h a nnlt tM toU..UC pnooU.. 11 - h ott .. la 

.lwl'!l! !ial .. quln4 

(1) hoa 4ato of nqul1lt1• of ll'ltllh 
or ClllMM Supp]J .Apul .. , I'OIItli 
throe thl Dl~UOI Of DlfOIIM .lll 
.. pWb, to -lpt 1a PI IIW at 

(2) OPJ( ""wdMtlll ffiP aftlla\1UtJ, 
prlorlt7 ntlllc ul alo.,... .. to Pl'o­
OVI'~Mat 

(S) !S.. nqllln4 tor l'ftt1M pvrlha10 

7 k7• 
7 k7• 

Cilltca I. Matk, 
Dlreetor of Pr~t 
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TREASURY DEPARTMENT 323 
PAOCUREMEHT DIVISION 

WASHINGTON 

September 10, 1941. 

/.(Et.:ORANDUM TO THE SECRETARY: 

Due to the condition of the aluminum scrap 

collected in the recent campaign and to the 

fact that the Aluminum Company of America has 

reduced its price of virgin aluminum, OPA has 

under consideration the reductlon in prlce to 

be paid by the smelter s to the Government for 

the scrap collected from llt¢ to 9¢ per pound. 

Such proposed action was the subject of a 

conference bet ween representatives of OPA, OPU, 

end my office . 

The matter is receiving my attent ion and 

af ter a study of the problem I will report 

fur ther to you • 

. ~ 
of Procurement • 
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lliP•!I!MJPP or '1'1!1 nn 
Office ct 'h• Socro\aq 

I .. 1a receipt ot 7our lottor ot Sept .. bor 
5, 191!1. o:oproooiJI& tho thalllco ot tho 'lroo01U'7 l)epar'­
moat tor t ho oploo41d aaoiotaaco and oooporatioa ot 
tho lr&'t7 DepartaOilt 1a t ho traaoportaUon ot sold troa 
Africa to tho lhll.tod Statoo. 

~ aedall1oao forwarded vith 7our lett er 
vill bo prooOiltod to tho otticoro concerned. A copY 
ot 7our letter io.boinc tiled 1a tho 1ad1T1doal rocordo 
ot CIIPtaia Jolla R. :Soardall , 11. S,Ir. , &ad CI!Pt&in l!arold 
J • lllli Oilr U, S, I , 

S1ncorol7 7ouro, 

/o/ Pr...t boz 

'!llo llollorablo, 
Tho Socrotaq ot tho 'frOOOIU'7, 

'fr0001U'7 Departalllt• 

.... 
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To: 

Treasury Department 'l~~ 

Division ot Wone~&rJ Rtaear~ 

Secretary l!or&f'rt hAu 

P.•ports of Phil1rr1r.e E>.ror ta 
have not be~n rPceived and ~c have 
sent another strong cable to our 
men i n the Phil ippines . 

) 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

to Seoret~ry Worgentn~u 

••o" l.r . ll'hHe 

:>ui>.lec1. : l::x·lOrt s t-> Chin&, J~oan end .~ussle ~s r~-,orted to t he 
Treesury since July 2S, 1q41 

t . ~x~orts t o Chine 

Tne fl~ures for U. S. ex-,orts to CninP es r enorted to tne 
7r epsur y since July 26, 19~1, i ndicete thPt Jti~ments to oeou~led 
Cr.lnP continue pnd t nnt our Pid to Pr~e Cnin~ h•• bee~ fmell tndeed. 
~ut of t ot al exoorts valued 8t 8bout ~ c illlon to ell Chin•, Pr ee 
.r.lnP ~ooounted for only about ~JOv ,00~ , or less than 12 oercent . 
\Sun.':\llr:,' tebles a r e :>.~,.,ended) . 7ne~e flgures end those g-lv~n 1:-~lo,, 
.. o••evPr, pre not comoletely lnd icntlve of snio::ent s made since the 
CT'PPt in Ol-der •·ent intO effect bPCihlP! Of tl1e le. - bet\"een dPtC Of 
~r. l ):nent pnd \lPte r e.,orted t o the Tr e•sury. TJ•i • ~ l•o: h>~s now '::>een 
r educed t o ,. few days. ~ 

( ~) ::xoorts t o Pree Cr•l ne. oonalsted '1rr.et ice.ll y ent1 r el y 
or goods wn1ch ?ree China gr entlY needs l n her , ... ~r ef fort, 
8U0b PS Oil well drilling equl ?Oent, OUt t ne re ~ere , nor.ever , 
no ai s:nif 1cant sui?:nents of muet• nPeded 11ar oster1:>.ls . 

(o) Ex~orts to Jp?~nese controlled ~orts ~·ve cont inued or. 
a suost~nt1~1 seale s1~ce July ~~ . A considerable ~art or 
t.&ese eX"'orts rilicn incl uded rP" cotton, eutoo:oblles end 
trucks , and lubr1ca~1ng oll and _re&se, er! ~rotably fo r 
the uee of t ee J~oaneee ArmY 1n Ch1n~ or ror even~u·~ re­
ex~ort to Jaonn orooer. Thus, Snnn0hs1 cont1nuee t o se r ve 
the Jao~nese· as ~n l~?ortant sour ce or eo~odlt!es rro:n t~e u.s. 

2. Ex~orts t o J aoen 
Ther e nrve been virtuallY no ah i?t"ents to Je-,en el nce the 

f r eez ing ~reer went i nto effect . The ex~orts t o Je?en r.~1eh were 
r e lorted to the Treasur y aft er July ?S r epr esented shipments made 

r rlor to July 2S. 

' · Exnorts to Russia 
::x.,orta t o Rus~ia BCOUnt1.ng tO over .. :1- olllion were re.,or ted 

to the Tr ell au ry s!nee Jul:r 28 , 19:..1 . :ndustriel n•cr.lner;t rent:ed 
f1rat 1n vplue , but t he e 1rnl~nea And c ~tol1n~ ex-orte~ were o~ more 
i?~edi~te i-"lOr tanee to ~ue•iP in n~r -•r •ffor~ . . ~;tou~h s~i~:;:en· 
t 'l ?.us~ lP Pre ~o::~e~.:~=at l ~~t r&6 ;" t!.,.,r. ufUiill, t .. P:,· 4" :-e \"e:-y s.--:f'll •:-.en 
e~~ 1~ t~ras o~ .~sr~~ ' e 1~ej~~-t -~~ ne~~e . 
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APPENDIX A 

Exports rrom the u.s. to China, Ja!)an and u.s. s. R. 
as re!)orted to the Treasury De!)Prtment, 

Jul7 28 , 19~1 - September 6, 19~1 !/ 
(Thousands or Dollars) 

Exports to China 
To Chinese To Jallanese 

~ Controlled Ports Controlled Ports Exports to Janan Exnorts to USSR 

July 28 - Aug. 2 937 5~2 395 

Aug. ~- Aug. 9 2,79~ 2, 79~ 

Aug. 11 - Aug. 16 1,278 969 309 

Aug. 18 - Aug. 23 1,352 1,350 2 

Aug. 25 - Aug. 30 736 735 1 

Sept. 2 - Sept. 6 _m ___.2ll 20~ 

Total 7.99~ 7.083 911 

!f These t1gurea are 1n yart taken from oop1es or shiyy1ng man1teete . 

Treaaury Deonrtment, D1v1s1on or Uonetary Research . 

1,657 

159 

4-2 

6 

1,864 

~. 523 

551 
986 

2, 735 

Sentember 9 , 1941 

• 
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Tot 
Pr1no1pal Itema 

Raw ootton 

APPEIIDIX B 

Oralna and preparation• 
Paper and manuraoturee 
lled1o1ne.l and phar!Moeu-

t1oal preparation• 
Autoa and truoke 
Industrial obemioale 
Lubricating oil and greaee 

To Oblneae-oontrolled Porte 
fOti! 

Principal Items 
Oil well drilling equi~nt 
Automobilee and trucke 
Induetr1al machinery 
Copper braes and manutaoturea 
Steel m111 manutacturee 

2. Exporte to Japan 

Total 
Principal Iteme 

Raw cotton 
Die ael t'uel oil 
Crude oil 
Lubricating oil 

3· Exporte to u.s. s.R. 
Total 

Prino1pal Item• 
Induatr1al maob1nerr 
Oaaoline 
Airplan .. 

913 
233 
231 

911 

328 

911 

1,1164 

Treuury Department, ba1a1on ot llonetery Riaearoh, Sept. 1o, 1941 

• 

• 
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£.2!!IDII!l.t.I. --------
Blll!ISII JIIIUst, 

tilil!IIMO., D.C., 

a.!J!I!...t.z.mt 1.» Cl!!riy 

'fa liMe reoelftl ao• WoraUoa a'bov.t thio tNa 
Silloa Ia ._. • .atoll I tlWak wov.l4 latoreot :rov.. 11a wrlto o-
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,.., tU 'baciulllc of tbe •r, it vao paerall7 ttH•h4 
bere \bat GerM111 ow4 tbe Arpatlat Oll7th1:Ag froa 6c to 100 

aUlloa ~·· for AlopDtille uporto, for alch tbe oo...,torpart 
ill a...- Mrcbaa4J.M ba4 llOt 'batll «-U ... re4, 

•.t.t Gera11 aporto ba.,.., of cov.roe, fallon ott , all authorl­

Uto bere tho•'· ...,ul utel.T. - ad oo• th11lk otUl- tbet 
a.I'MDT owo the .t.rpaUil8, 011botanUal ouu. !be Ceatral :aant 
baTt, oa two occuloDo ill roceDt voeko, .a4.e • aoot 4tfillltt 
otn-t to • tbat tho eoceo,...t 1o o01lo14trabl1 tho othar ft1 

(lllr»w1M, ill repr4 to ltal7) . 

1!h1o ot•t .... reoel.,..o oo• oollfirMUOil froa u illtoreept 
reoe1Te4 hare toae il~~Tt "CC froa !rilll464, llhlch ehow4 tba.t 

tba. ll.elollbeAk ha4 • ore4U, ill JUDe, of 4.559,412.79 11.11. 

1 1 ba.,.. alto ha4 to467, fro• • bo•lrlac fr1tll4, ao 1o ill 
collf14aDt161 touch with • reopoatlblt official of tho CeDtral 
:aant, a llOte prepare4 '117 the latter, appareatl7 froa tba. 
Ceatrel :aant'• 'boolr:a. .t.ccor4.1ac to thit aott, (al oh 1o 

'Qilotflclal u4 - v.thor1M4) •-

'1'he Cellt ral lank hol4o ill Clol4 
aA4 rorelp 'll:ohe•pl 

llr. llerle Cocllrall. 
11. S, !redUT lleparlMDt, 
W.oh1Jl&toll , D. C, 
usz m • !Ill 

• .. 

Arc.t744 .00Q.OOQ 

.. 
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(!lw Oo14 1e ..al"M4 oa \be V.oil of 
4.20 .u_u ... ,. ••• to tu u.a.&ou...). 

• 6o9,ooo,ooo 
• 1)5.000,000 

'!M 135 a1U1oa 111o1101l.eo lacl1oh AliA Qonaa oloorlDC aaooaah, 

llal&aoo 1a Jnclent 11 1119 a1U1on, llbioh -· a llalanoo 4aa to 
Qo~ of 14 a11Uoa, olaoo \be note .Uo that r-1111DC J'rench 

tranoo GalT _, to tlw o('Alftlont ot one •1U1on P""""• aa4 
DO 0\Mr ICCOllllh are iaollldM, 

'!bero 11 a tvtlwr aa4 oo~t ro.rlr:a'blo otah .. at, liT 
th1o Central llanll: ott1o1&1, that ~orh fro• Cloi'IIIDT &1011D\ to 
lloo/500,000 ro1ohl&ru .onthl7. !hooo l&pono are tho'Qiht to 
11& •1DlT phan&cov.Uoal pro4v.oh, arriY1QC 'b;r I.A!I 'plaal, 'bolt 

~ iaoluol.e - Qonaa coo4o, &rrlrlDC 'b;r tboo Jar laot rollio, 
OD J&peull ohipl , fh11 l&Uor oho.nne1 11, of OOVII, DOW 

otoppa4, oo tar &o troall lhi)IUilh hal ihrMDT are oo-mo4. 

'linn 1t one aooopto4 tlw tiCulo ot Qonaa oxpone, tlwoo 
vov.l4 not till tlw pp of Qorun 1114obto4aou u1o\1QC at t lw 

olli'broak of w.r. In oo .. 11anlr1nc qunoro hero, u 11 \ho'Qiht 
th&t \be Clor.n 41'bt _. wrbd. ott b;r the o&lo of 4o1laro to 
\boo Clontral llanll:, 111 anUolp&Uon of •rioan 'b1ock1D& .. tv.roo . 

I thJ.U th1o ('Alto 11.1col;r. 

'flwro 11, of oov.r11, a ~r 111 a Qonaa aooQWl&Uoa of 

•ru lwro wUh tlw Oontral J&ak, 111 tb&t tht latter •:r be 

proooo& at 1D7 tt., to cl'" peooo bero, ap111o\ tht rolohllrkl. 
!be Clor.na ~ wU liT tboo\ 1t tile C.atral J&ak accept 
oro41h hal \boo lelohb&ak, &I \MJ' 4.14 OD tw -1011 lD 
;..,... \o tboo man\ of 1 1/4 a1U1on ro~ I&Oh, (aooor4.1.1c to 

\boo 111\oroopt ••• loaa& &'boft) , tlwa po101 ohov.l4 'be prorl414 
aplao\ tboooo ore4U t , aiaoo tboo oro4Uo oan har4lT 'Ill worbd. 

ott h4q liT ozporh to ClorMDT• 

• Regraded Unclassified
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1!b.e Oeatm lalllr: offl.oiAJ. na•et &leo tbat tbl 'belenoe 
of .t.r..,.uu ;p&J~~eat for 1941 "' to U.\1, 11 }22 111111oa 
p1101, 1a fa't'OIU' of tba J.rpaUu. .t. 11Ull 1101'1 \baa bllf 
of thh 'klaaoe , or 117, tba ltuh&lut of 11. 8. $112 a1111ou, 
bae ken aoo..alatet Q' PQ1'0ha••• Q' t ba Oentftl 1a111r: of 
4oll&re 1a tbl fl'll aarlolt ; balf of \beta 4ollaro - froa 
tba lla'krc CI'OllP• • 

'fa oball bl cratet'al 1f 70U will kl.o417 let Ul lmov 
1f 7011 baft 1117 iafomaHoa about \hie ucl will &leo looep ue 
a4Y1Mcl of 1117 fllrtller iafomaUoa ,...... -.:r 1'1011ft, 

Tove e1acenl7 , 

(8cc1) R. J . Stopforcl. 

Cop71vte19- ll-41 

331 
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Pin\ .... .-le - ., l2P» ....... ., ~ JU1IIa o.. 
I 1'0 i'PJI. Tbl.e ~ - eeld ,rlft\eq W \M I I ¥ Mr. ,_ ..U, 
Tbe eo.u-Yl 1a1Ji11a Ce, 11M llee re\lri.IJI lW ,..t~ 15- u a 
"'lllu paU.q toe aw a. • •• .... 

Jlr, ,_ i81l1aW ~ \M lrt.\181l aalaa -"" be pnnas.-nr 
.t -'~" ........ .. ..w .. "" ... "-" - a-1 .., ' 
bw\wM \1111 11. 1 .... Ia-' lllri\Ua I.a.\ aU at \M '-"- noea alilllo&Jot 
be weld~ \liMa RIIIIIIIJ' W \a. lllri\Uia II .... fa Ulu\JUe 
Wba\ be ._.lMrefl alllllai'J' n.Ma M dW \M lalas•ee DE JR. 
bo~. 011 \M ._. bJJDil lla ..W lla 4W 11ft lla'-Uft \Ilia lrl.\181l ~ 
be JIWUIW ia re"''"'"' beW.IJia at a I• ....... ia ... 1'1_ I S •<•, 

• 

• 

I 
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liT dear Cochr..,: 

llox 680 
Benjaain Franklin Station 

Vaob~on, D.C. 

September lOth, 1941, 

I oncloee a copy of a toloc:raa froa 
Ropro a bout tlw SbanP&i •rat. J'r&lllclT I find 
1t .. err difficult t o UIIUretand. I don ' t mow 
~lT what 'Cbheoo Oonnll>lnt dro.wiDce in Cbineoo 
currency on l!o~~<: lronc" uano , and I don 1 t mow 
wotlwr w Wl1t t o dhcourace or encourace U>~Ulill<': 
of 110t00 out , in order to Oll&'ble COOdl t o be UNUlod 
111 through the Japaneoo 'blocllado. You •Y be 
intereoted, boveyer, in t he tolecraa. I obould bo 
clad to lalov your rooctiono. 

I aloo onclooo a oopy of another 
telecraa from Rogero reforrinc t o the queot ion of 
the amount of dollar• in Hone Konc. I thiJllc I han 
aent you copiea of tbe preYiOILO telocramo about this. 

:~r . B. Merle Cochran, 
United Stat eo Treasury, 

Vaobizl&ton, 
D. C. 

SincereJ.T, 

/e/ '! , K, Bowley 

(!' , X. ' Bowley) 

• 
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!o1ocraa Septoa'ber 6, 1941 troll llopro. 

I b&'" nlU...,. t llat tar croohr .,... 
.ut 'be 11&14 'b1 • .., llr1Uoh Ch1Dooo 1D !lone 
J:one tbazo •• oucceoto4 lrr Bone J:one tolocna 
11.114er rotornco . !hh ooDt1noo4 coDt14onUa1 
iD'"otipUon ot 'belanco ot t be ChiDooo 
OonZ'IIIIOnt 'beAD bero .obJ.oh _ ,..t t o 1JD.Uo4 
Statoo 4oll&ro 15,000,000 aD4 not t o t~o 
proTioualJ' roporto4 t o • ldlich 1nolnd.o4 
'balance of b&a4 orticoo bel4 1D (!!moC)dnc bv.t 
oporato4 OD f'roa bero , CoAt ral llaU of Ch1Da 
hol4o no 'balanco 1D llone J:one. Su'bot u Ual 
111&1 ore 'bol1e'"4 bel4 OA U• 4opoo1t 1D 
roopect of ldl1Ch 4opOo1\ 'bOOkl &rl mtpt 1A oaf& 
cuatod,'r 'boxoo 1n llone J:one. 

• 
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s. ..... 
l'oUoWiac tor !reaoiU'7 froa l!opre. 

Tou:r tolocna 893 lt P"HC"*Ph 1:.1 

Althoueh otorliac io paid into uablooked 
aooo1111t of 'beU:e 1a ShencJI&i, the aador\alciaC 
cina b7 latter pre.-bl;r <loot aot pNClU. 
Nlliac at lowr ratoo apiaet '--J>orto for 
lllhich otabilhaUon bo&rd dooo not cift conr. 
!riUoh -~haah 1a Sht.achai, 11hooo &ccoUilh 
haft bou Ulltroou, aro aloo P"•-bl;r trao to 
oat oft bq>or\o apiaot uporto it colldllctiac 
both t.port &114 ozport buiuoo or h llllk 
i>q>orto With ozporto of aaother !rithh fil'lo, 
Ill /1 tho &bO&IlCo Of 1 ep&OI.al &ccOUilh pro­
Codu:ta , nut beet approach h coatrol of black 
• .rat would •••• to be to reqvJ.re 

a) licouod 'beU:e oal;r to ooll apinot 
ecTor prOT~d b7 otab111oatioa board fer 
approTad '--J>orto &114 to ooll their prooaat 
blaoli: •rat lt oo'Oir _I to the etabilioaUon 
board or OoTol'llaOAt !anli:e at an official buT1nc 
rata. 

b) Merohallto not to enter tranaactiono 
below offiol.al ratoo, 11aloot •rohaah forbear 
to f t oaojf. oft t.por\o &114 ozporto iuido 
their ..,. Ill lto.oiuoo_/, uch'"P ai&l>t 'be 
aT&ilablo for i>q>or\o, for vhioh ohbilioaUon 
bo&rd. would not ooll. 

2. Ao a h ap01'&1'7 ... oun pOildiA& oot-
abliehMnt of ChilloN oxchaaco control '--J>or\o 
to l!oac Xoac froa Obilla heft boon rootriohd 
eiaoo .July }lot to ucoooaey toodotldfo &114 
cotton ram for 1a4uatr1oo ha ... 

J. OTtrooao taa1l7 roaittaAcoo 1a ohr-
lill& ( aA4 u.s. doll&ro) ... boi.Dc oatHod at 
blaoli: •rat ro.too 'tN.t onl;r a portion gooo 
to ft Shozi,P.i_/. The 'tN.lli: 1o aboorbod 1a 
Chta';10 aoto •rat hare, which 1o ted b7 
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umcgl lac of IIOht fro. tilt lahrior aa4 11r 
Ohiut e Ooft..,...llt 4rtw1Dct 1a Ob.1Dt" CvrtiiOT 
Oil lloac roo.c. I"Po"i'bi11tT of eftecu,.. 
aaatoao control .akot i t difficult to a'bclith 
•rbt without 41reot aoUoa. llote tiiii&Cllac 
1t alt o &ll ea'b&rr&"lac COWlhrp&ri of ·-­
l!.Dg t hroucb the JIIP&attt 'bloob4t of coo4e 
lltcttaarT t o Roo.c lone &114 Ohio.&. I feel tbtt 
problea could 'bo bott a t taob4 alone the foll­
ovio.c lio.oe. 

336 

~. a ) a.d~~CUoo. of preaiua Oil 1ator1or re-
a Utucee t o ooaet porte 1a or4tr to reaon 
illoto.Uft to Wholeaale • IIIICC11o.c - '" wt 
telt~ llo. 94&, 

'b) StabUhaUon :Board t o .. u n c""•C'I 
acauet &ppllcaUono 1o. '"n-ine 1o. or4tr to 
... ...,... 4tau4 for lloo.c roo.c 4ollara at pretlllt 
aet bT aale of •-leo Ohu"e notoe 1o. llone 
lone. 

c) X.quire Chi"'" Ooftrutllt to 
cea•• he&'l'1 4rav1o.c• in Chao .. curre1107 on Hone rone 
aa.4 to onou. thet a.ottt illj)Orit4 t r oa prutero 
are re-ezpor1e4 to inter ior or hold in otore. 

d) llonc roo.c ao ............ , t 0 check larp 
ec&le 111Por1 &D.4 e~pori of o.ottt '117 requir1o.c licen" 
tor ...,'Wlh a'bc,.. a&T Ohio.ttt 4ollaro 20,000. 

e) lle411Ct tilt reaa11l1o.c lloteo 1a •rbt 
bT fund opora~iono. 

t ) lequire ooYor 1a Ohilloee .,....,..,..,T 
u 11one rone. 11lol1141o.c l'tllitt&llC .. thrcucb 
!!one roo.c fro• Kal&T&. t o be obtaille4 olllT troa 
I!&Jlk of Chio.& at looal e qu1Y8ltnt of offiei&l 
rate. The B&llk of Ohio.& hot been appointed 

1 ole acent 1a !!one lone &D.4 KalaTA for -1-
iaatioll of oaicrant roaitt&~~o••· 

5• I aa toltcraph1o.c further repr411lC 

action Oil 4 (b). 
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Deer Cochre.Jl, 

Box 680 
loDJ&aiD lr.nkliD StatiOD 

lfaahiDcton, D. c. 

lOth Septuber, 1941. 

I $0Cloee a oop7 of a tole~ 

Toura, 

I•/ T' K. li4Vlo7 

(!.E. Bovle7) 

Mr. a. Merlo Coohr&D, 
United Stateo Trea~, 

lfa ahi.nctOil , 

D. C. 

• 
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PolloviAc ra .. h e<!. ho• lloD& Io~~& for lllo•o;,er 
and Phillipo hlocr- llo, 985 of 9th S.ptuber, 

:Becl.llo. 

K;r tolocr- lo. 880. 

FolloviD& telocraa tro~ otab1lillt1on Board of 
China ginn dl1Nltanooul7 on Sapto•bor 8th to Forl1cn 
b&nko l1conood ~r ~nitod Statoo Liconoo 59 and to 
f ov Chinooo OoTo......,.t lloAka an4 ocheao coMo l.llto 

operaUo" fro• Sept•ller 9th. !hio DOollgO •• 
accoiOp&llie<!. by tvo 11oh J. 1U1d :S. Pirot doal1Ac vitb 
.. Jor ~orto (o.c. rico an4 coal), oocond vitb other 
opacified i~orto. Septo•b&r procrammo for lioonood 
and/or out hori1od blake oupplementar,r to inetruotiono 
of J.uguot 18th. 

1. Conr vill b& proYi414 for ""'Jor IJ;port 
oo-o41t1oo (incl'lllliD& froi&ht IU1d l.llouranco on ~uota 
b&oio agal.llot &:PJ)ro1'0d &:PJ)licationo ao d.oc14e4 b7 
board and oot out 111 liot J. prcYid.od. tbat oxc~ 
b&o not alraad7 b&en oott:Lod by ilrportor or furn1ohe4 

b;r eon . .u.er. 

2. Co ... r vill b& proY14od. fOr Other princ1p&l 
iorport itoao (1Joclu41ng freight and inourance) oot out 

in liat :S &eainot approYod applicationo. 

3• (a) to •aet -11 !Joporto not on lhto A ...,4 :S 

and not on prohibited Uot board vill prcvido oxchango 
not o><eoodl.nt; dollaro (~.S.) 2 ,000 or otr~ (Storll.nt;) 
500 1n any ono trAnoacUon. (b) for poroonal roqv.iro-
Hnta IUCh aa H•itt&I1COI p&l .. g8 11\0DI)' iDIJ\ll'&llCt 

1)real,..o etc., board vill prortd.o roaoo.,..blo aaount of 
mb&D&• not o><eoe<!.ing 4ollaro (~.s.) 200 or otrlc (oterling) 

50 to &ll7 ono IJI41Y1cl""'l or t&a117 tor &ll7 one .. ntb . 

(c) Vooltl7 StatoMnt vill be roudorod to board by 
oach bank 00,.ring naturo And o.aount ot tranosctiono 

undlr (a) an4 (b) &boYo. 

~ l!o coYor vill be prcYi4ocl for articloo on pro-
hibited liot vh!ch do not appear on l ioto A and. :S vithout 

prior appro..al of Chinool OoTernaont . 
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5· ~or wUl M proyld.M tor bUla • tGZ'iJic 1a 
Septnller tor wlll.ch uc~ baa o.ot lleaa oattle4 -.n 
oxcl114lac opooltlo •rcla la torolp 01U'!'U07 hel4 1>7 
bollb or t.portora. Stato-t of oonr oo prortd.M 
aboul4 be aubaltt e4 u boor4. 

6. llaalao will oo.l7 quote offlol.al .-tea &ad. will 
baYo o.o 4aal1ap at otbor 111tu cllrootl.T or lacllrootJ.T. 

7• Market OOYtr ~ro11ad ia Joroip ourreo.cloa 
acquired b7 'baab oball 'bo purobaaod at official .-too 
and oot off -.a•t torolp uc~ roqui.....,to opoo­
ltlod la paropopbo l, 2 &ad. }. Stat ... nt ot toroip 
currucloo tllu acquired tocother with &n7 oot ott 
ottoctod oh&ll be ado b7 tbo 'baab oocb •wok la ooatl4o110o 
to their roopaotl'to aotloaal or 4oo1pate4 -bon ot boo.lll.. 

s. llorcb&ah wbo rocolYO COYer fro• llc .... od &114/or 
autborbo4 bollb obould ooll oU tbolr ~rt papar t o 
tbooo bollb &ad. .. rchao.h not co"PlTillc with tblo roquiro­
••t will rooolYo no further oonr fro• boolll.. Korobonto 
ottoctlac link tr6Jioactlont will aloe rocolft o.o further 
eOTer froa board. 

9. .Ul 1JI}>ort ooyor to .. rolw>to tball be for caeh, 
Before coyer h cl'ton b7 'baab to moroh6Jito oblpplnc opaoo 
.uot b&YO boon ooourod and export fo...olltioo fulflllo4 
'b7 •rolwlto. ~ cOYer not un4 for purpoooo for which 
- an.lla'blo .uot la all oaoaa lie aurran4ore4 to 
board at rate of purobaaa. 

10. 0nuo raato upon bollb t o take raaaoaobla pr-utlou 
1a all caooo to aatlaf7 tlleuabaa tbat applieatloo.a for 
axoMo.p t o be turo.1alle4 'b7 booM aro for canulae a o.d 
l ocitl•h bulaon &ad. tbat axcbO"p baa not booo. o'btalaod 
froa other aourcea. 
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......... 
I 1...-.M '"-r wltll llr ttw Wl.-,.r . .. eat& tlloa\ u- M\ ,., 

,. .. , .... a replF ,_ &o.Ma • ta. ,.lata wltll .,..,.., •• llrUl* _. ..._,_ 

, ..... -.u ... w GUM .. ~ .. ea. IMM1hau .. ....,. _. uo .,..et..o. 

It- ..t1M1a, .. wuw, .. - .._ .._WF hU ..... , •• ta. tate• ..... , 

_ .. to ,_lft lb. I MU ... IU ttw ••ll'•o \1 talk wl\k ... IIIU • .. • 

,.aoral n)Jee\ .t , .. -• 'I Ideal•. I .... ft_,... .. w .. 111\al ... la ,_, , 

.-at M\1 ...... -'-- ... llllMla?, ..... \1 11\ kla laMw till\ hx ll oUll 

~ ll\ll'oete& la • euausta 111••11• ... •• w are lin., k1l aa a&Utleaal 

!!XC: 4a: 9/10 {IU 
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llr . hi .. l.rt , flH PHd ... \ ot U.. kUoa.al CUr 11aat at .. , Yorlt 

1a tloar&e et JV lao\- loaolMoo, \11~ • t¥o -.lac tloat loa •• 1.a 

Vaolll.,toa ad a .... t fer M ~lat•at, I l'lllll'lt Ilia at 101JO a , a , 

llr . l.rt wu, et •-•· t•U• wlU. \loa eMlo~aao ,.._., "''­

llh .., Yorlt aM JV llaot- ottiHo, Mil wl\11. tlo.o tollploaao .. .,.,oaUoao "''-

Vuor .Jooro\&1'7 hU aM llr. -....1,a. a...,.,,, llr . .. , -"'" ..,..oho "u 

porooaallr, ....... ,, to1o,MM"-- -Ito .... ........... , uolro ot ..... 

.. u oaa1 our leU to ,..,.,. .. Nlr wl\11. ,.,. 1\a\UioaUoa hart ot O¥aa, •• 

parU.tarlr wlU. \M A8orl- ,..._, 1M lh ...,..lla\IUI'I oa \Mt •••· • · 

l&rl - \Mt tMI'I W Moa - ......,lMoo oa \M ,..n ot • · Po• •• to tM 

poolUoa ot , .. •U•IIAl our leU. • . Ia .,..., ,.,., .. , ,.,., ¥o peep1• la 

"'" ... ' w -. .u•• • · sw - u.. aUI- willa • · ''" w .. - •••1r 
atlor llh arrha1 1a \M JV kot , .t.t ...... ,, _.lnlarlr, u ,.. ....,,, .. , 

, ... , llr. '•• w •Uioloot ..,. -~- \ooab , •oro•l&llr ,.,. •uiiiAl ou,. 1M 

•uoa.al on, w, ._, aalt, ........ u... .-1 ottor\o " ...... _, .,..... 

tor oriUoiM ..t M ,...._, - taro aae \Mt t¥-co "'" ... 1,.. -•"'lr· tMr 

w u.,.,_ ,.,.., •• ,., ...,.._"""· 11r • .....,, "liMe .. ,.." •a.tt 

wUll II', ru "' U ,.. lo.epM tat U.h _,lal woalt Ina ftl oar I'IM!alal uttl• 

1'1111... II', ru W 1ott •ac J[eac tor lloalla \lion ....,, • arrlftl at kac .. ,... 

J14ar W ,.,.,, .. l!r aa\lo U..t M W ooanl\M wUil \M ,, .. , --• at U.. 

Joort, -IUac Po•'• "''-• aM w Ina& lo.laooll 1a .... lo\1 ~~~ ,., wUil t\oo, 

l&rt .......,, U..t '• Ia kalla W ,.,.. - .,.,.,, ... h •• oa a •1-tloa 

whllll w 11ftallr •=~ ~u,., -·· ru w 11att.ot to ... ntotoa 

lllo k\loa.al 01\J' hall Ia Glolao to ~1• ..,_ » •• Ia -11•, •• ,.,.,, .. "" 
utlaU&lr 1a a 1et\ar ""' ..,......, 1 troa \M IIM11a npro-taUI'I of \M 

•uoa.al on,. • 

..,. ...,.. ,.,., ros _,_, ntrala troa ow~~. .. uu1-. h..,.."'" 

that tllo •••tuiac et * ""tuaau .. ._, ta Glolaa .. a utttnlt ••· ,... 

IIlii - tHa.taal rn\1- wnlil .,.,.. " \o "''lot' "' \r , ... Joart •" Clll•• 

•nlo.aaco Hatro1 ... ..,. Ia ~uoa wUil \M .,..,, .... -. ororatlal Ia lat 

arao, II', krt tal- aloac \M 1lMo folloWit \r II', ....... ..-Ir. tat lM 

ouuuoa h 11 11.,tu ta Olo.lM tloat oalr tM •solo.aac• oqoorto aol1&allr oror.tlal 

thoro Mil •• "'' .,., - rae• 11 tM taut\tlltr ot 111'\ol.a onhaae 11at.ro1 

aouvoo. tu k\loaal ou,. W al_,.. -a wllllal t or •'""'"""' l.a Olo.laa " 

lo.lto p1- wUil tu1 .. .,.,.uoa ao tM ala, "'' .... lilll'liiC ..... ,, ... " "'11 11 

torof.ca \oalr'ac 1 ... , tM7 W .. , illoli'M at t¥o '" to '"..,' to ,ro..,.I'H U.. 

whole ,,., .. ..,., " 'H tolliYiil \r lMII' \oalto Ia ClllM. 
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Secretary of St a te, 

llublnt;ton. 

78, September 10, 5 p. c . 

343 

PL.UII 

Mukden Yia Pelp!ng & N.R. 

Date~ Se9tember 10, 1941 

Roo ' d 9•35 a.m. , 12th 

Tblo office hao r eoeiYed intorD&tlon to tho o!!ect th&t the 

lucbur l r. :Brittle 110nopol7 ( aeo ":f deopatch llo. 9 J~me 23, 1941 , to 

t he :D:Iba117) Nl4 o.oaoclo.ted oolllp&Diel (INCh ao 1!1 trui and 1!1 t oubhhi) 

aro planni nc t o t orvard larp ~..11t1 t1eo of brhtlet, .. hicb rec011t 

de•elopmenh hi\Ye prenntod thm fro .. n:pcrtlnc to tho United Steteo, 

to Stwlgl\&1 tor oale and exporto to the 11n1 ted Stt.teo throU&h Chineae or 

other non-Jap&Deoo t l rme In that city. They hope to eY2de Amer!c211 

t r oozift6 control o in thio vo,y end t o mAke i~~rto from the Uni ted 

St~teo tbroU&h South or Central Amerlco.n count rloo vl th tho proceedo 

of ouch oo.loo . 

llamoo of the 5ban&h&1 tin:oa concerned uo not aYe.ilable but the 

,..,, of Ill. Weczan and Co:opsey of Phile.del!)hia ""' o:ontioned aa a 

pooolblo purcheoer In the United St~teo. 

Sent to Poipi nc tor t rMomhaion to the Do:pe.rtcent an~ Sh&npi. 

Mail to H.rbin, Dniren . Sent to the Depert~:~ent . Repeat ed to Obungkinc, 
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Dat ... lep\oa'bor 10, 1941 

Roe>0 4 9120 ...... llth. 

Socrotarr e>t State, 

13116, Soptoa'bor 10, ~ :P•••, (SJX:!IOII 0111), 

I.oc.J. 'bNikero c-nor~ u;prooo oaUotacUon e>Tn tho 

more u;pllcH ;prouaa anno'DIIC ... on llont.or tor lwl4l1Dc ota'bilbation 

u clwl4:o t1m4 ao it c1ari.tioo II&JIT =cor\ainUoo an4 1nc1u4oo victor 

ranee ot ;protuch tor •=bane• conrace than lllt.IIT tra4oro ant1cipot .... 

Some oathtaction 11 aloo u prouocl OTor act'IIDitnt a~~<>ng l1cono1ng 

bankt tor o1ia1notion ot 'blae>k or non.ottici.J. mGrktt 'but thoro io 

oomo tear that loop ho1ee 1n nev regulation m&f permit doTelopment 

ot lillie omh&np tranoacUono at ratoo bo1ov thou opocltiod '117 

Sta'bi11catlon Joard. 7or o~1o, l t a~are 1nouttloiont to 

require ~rtoro vho roceiTo ottie>i.J. coTorace to oo11 their 

ozch&np doriT ... troa olq)Orto onl.J' to licono ... 'banko at ortici.J. 

ratoo at IIIIJIT ex;portoro are not la;portore anA Tico nroa. l!onco ouch 

ox;porttrt voul4 hAn no occaoion to a~lT tor ia;port coToract 'but 

a icht rtaUly arranco to cl.iopooo ot t boir tore len ·tunto to l.llportoro 

unable to obt ain coTer~ at Stabllieatlon rate and by epocial 

arrancoaente mi,;bt OTon cirCUIIITont trou!.Dc oretom 1>1 1netrw>tinc 

their contignoot a'broal whooo aoeeto are not frocon to otfoct ~ 

• 

• 
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aod to oq~Grion llllrooA, \hua coaploUac tra~~-ttoao for llbnpol 

l~rtoro. ~ pooolblo aothot of a~itlac 4oYolopa«ot of IQCh 

pract1coo al&t>t ho to oocuro cooporoUoa of tr1oul7 COYel'1UIOIIto ill 

o4cptlll& o r oquiremoot that lb•npet o~rt ohlpaonto -.to oftor 

o th:: ... toto bo ... itt ... onl;r whoa 4o0Ulllonto oro acco~~p~~~l ... b;r 

cortlt1 ... ototoaont that relat ... o:a:hollp woo oold. to a llcllloot 

bt.Dk. 

laturall7 it ..:r take ooao tlM for local aorcbollto to ocqul:to 

roquiolio .-c>Wlt of cont14aco ill thoH proporot to corr;r out IQCh 

llDk o:a:boJI&o troaoacUono but it &lYon Uao 111Ch brok:oro sr• ll.lall7 

to lUCCI ... 1n olq>lo1t1JIC U.. pooolblllUoo of 111Ch 111 aTonu. 0111. 

o~rtoro abroo4 qr &loo tall in lillo oillco lt woul.t offer o o&loo 

outlot otherwloo out ott. !uyoro obrooA woul.4 o1oo toll tn 11no ao 

a 1101111 of ocquirill& Chilla o~rt pro4uco fro• ~cll&l moro choo;pl7, 

bocauoo of tho lowr o,:a:haii&O r atoo, thM woul.4 bo pooolblo othorw1H. 

olucop;r 
9- 12-111 
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Sben&"•' Yia I . !l. 

ll&ted Sepr..zbor 10, 1941 

Bee ' 11. 41115 p .a. 

12116 , S.p tomber 10 , 4 p .a., (SEC!IOll 1'110), 

.&A ottocU,.. adllilllotratioD ot Stabilisa tion Board'o progrem .... t 

also e nd board1 o ;>robloa prooontod by obarp}¥ rtoia& trend ill Sbanlh•' 

coc=odi tT pricoo to avoid &iring conr tor oleartng of good a alro.4,r 

noa•il)' hoarded and held at proti toerina pr icoa pooaiblY roqu1r1na tnst 

conr for ouch goode bo provided on}¥ whon aasu~ tnat goode &re for 

oar}¥ l ocal COD""".P tion &Dol at raaaonablo pr ie... b Sllenlh•' llwl1c1pal 

Council'• offorta in 41otribut1ng r ico a t l ow p r iceo ovor a cona14orablo 

period i a in41oation tnat offorta to ohaok intlatioll of prtcea i a not 

tm;>ouiblo. 

!hero alao appearo ooao Ulr:allhaod tnat a bloelt aarlolt a&T don lop 

for foroiiJl exchange no t attocted by froooing order e10plo)'ing !undo tnno-

ferrod Slw!ahai froa abroll4 by haldOro &a precautionary liOUUrot in antici­

pation of froO&ing action or vice • • roo. llloelt marltot t radiJ>C CODtilllloo 

unU conaod banks aellia& ·~ llond.ot and oro...a4q to auoloanto a t 

4 13/16 oonto to cover soodo on tna b&DDod lht wntch oro in tranoit or 

nave arrived b\\t for which ·~ hao not boon proviouol.T aottlod. ru. 
!bh 
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!2b.lo proc .. a aq cont11111.6 llll\11 UOWlto oricillllq opoctfied ill l.ettor o 

of cr edit opone4 e.ro COIIPllteq uUlhe4. 

S.nrel cri \ioioao of regul&Uono Juot &llllOUilCod b&To b .. ,. Toi014 1A 

Sbnngbai ..o~ tho111 firotq, ellov.ncoo for pauace mo~~ey oono14ere4 

inoufficient, .. coll4ly, lieelltod banko which b&To proTiouely opooe4 

let \oro of cro41 t fer eliento for i=porto on balllltd liot ban ao • ...,, 

of ooaplotin& theoo tl'&llotetiono, a o1 tu&Uon vhieh u,y 4rac on f or 80atha 

beeauae of ohippin& delqo, thirdly . cranuoc conr for loaf tobacco bll' 
Dot for cip.retta paper appeara 1llog1eel , fourthq, thoro 1a ao paraatoe 

\hat liconood b&llka rill acquire e:xport billa to .. , oft their ill!port 

e~ aol .. , hellCe the deficit mAT bo larpr than anticipated, 

But to tho Department. Repeated to Boac Ion&• 

l!IC 

COp)'llaoa 

• • Regraded Unclassified
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P.LR.LPBR.LSI 

'l'ho tollowiliC 1s tho 
aubat,ance ot telegrao 
llo. 1436 Sept. 10, 4 l>·•·. 34.S 
h-om !oqo. 

Am~aador Grew retort to hla tolograa no. 1430, 

September 8, mldni&ht -- thla containing the text ot an 

alde-memoiro roeolved from tho Yorolgn Otfico -- and at atoo 

t hat the Em~oy hae ~~ade a atuey ot tho Japo.noae eol!lm1Ulie..­

t1on and t hat the iimbeoe;y dealroa to Daleo tho co:ment that 

DloloadiliC otateillento are u.de 1n the addenclull. Alth01J¢h 

tho Jhobeooy h not 1n a poa1Uon t o Daleo c"""'ntuy 1n 

regard to that which 1a oot forth 1n tho &ld&-aoaciro 1n 

roforonco to the treatment which o~clflod Japaneae firoa 

in the Unit ed States receiTo, t he otatomont made in para­

graph 2(a) , for example, it not corroot. According t o that 

otatomont a permit is not required ln Japan in order tor n 

bonk of a deo1gnated nation to pe¥ out !undo which are 

hold on deposit and for a deo1gnatod national to drP out 

110007 depoaUod 1n a bank of a D&tion which 1a undeoignated 

when the UIOUDt lo.volved 1• in exc••• ot 7en 1,000. Thia 

otote:ont lo mioloa~ 1n that t ho implication exists that 

a permit 11 not neeea1ar.1 when the aaount concerned 1a 1••• 

than ;yen 1,000, 'l'hio io not tho eaeo. In addition, that 

which 1a aet tortb in peragrapb 4(a) 1M¥ be par~po true 

in e. l1t·eral aenae 1n one or two co.aea but the impression 

io entirel;y orronoouo that .&,&orlean firma ao a whole or 

..,0n one-half the American firma in Japan ar• &l.lowed to 

corey on nonc&l ~•in••• under paer&l llcenooa. 'i'here 1a 

' 
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IJ> &ppol&r&DCe 110 eTicW,_ to IJ>41cate that ........... COI'­

NCtiTI of 1..-quelUieo 1n tho treatDOnt accorad 1u' each 

countrr to the natlonalo of tho ot her aro 'boln& hJcon, and 

i n the Jap&nooo note there &1'1 no concreto remedial aoaeureo 

proposed, thh notwithot&ndillf; the fact that the note 

containa a otato.,.nt 1nd1c&t1Df; that the Japoneoo GoY8rn­

aont will craduall.T correct, a.nd 011 a reciprocal bub, 

ouch "IJ>oquelltieo•. .la a ~~attor of fact, altho"¢ the 

Jt.plll>toe continue t o follow tho otric t l etter ot their 

recul&t1ono tho a.dl:>illiatration ot t hoao ra,;ul.ationo in 

practice in the maJority of caaoo 1o cU!Oberoor.~e Olld 

obotruct 1Te and co11tilluea to place an extr•=•ll' hoa.y 

bur48n upon American nationalo and finno. 

• 

349 
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PAMPIIIIA.IIl OP m _ _,. • ..,. lla&IRI 

..-oaa '-'-• &.eea"-•• , ..,\-tl....,rl-, Mal\1, 

OA!II Sep\e ..... 10, lt4l, 4 p.a. 

110 , 1 1 ... 

350 

ftlh \d-.na ••pU..aU ...,..,. 1M of , ep\e..,.. t, 

I p, • . , troe Uao Lep\laa. Pl&~ll .. \ l oa af \bo &Mrao 

law beo Moa ....... .,. aa4 1\ ..,e\ala e ell'h\anUallJ' 

Ulo .... JI POYlolau •• \boeo of ~no11\\Ye Orf.er llo . - · 

•• _..... ftlo" are aUo4 proYlolalle ~ .. .,, ~l 

to~\or &At ora~\or ~\loae . t\ 11 ea14 \ ba\ \ bo 

h'ooalll& • ..._ ~9Uoo .alr ~ por•••• ehon - · 

app .. r oa \110 AMJ'lUa r r oolal .. 4 Lll\ or on a l h\ 

vropare4 ~~ \bo ll.:l1\LaJ\ f)oY-11\, !tie bolhf 11 \he\ 

Uo ooa\rol :>roYl6H far h \bo ....... lae u •\ leu\ 

u ao-lo\o ao U.\ .m1ob u - Mlllll ~nun la 

\bo Ual\o4 1\a\11 of ~•rloa . 

,._,... a wn of \110 •- law ..t\11 \rlaela\1• 

U MLII& t o_,... \a ~· oo,artM•' Yla alr .u. 
7Hlft 

e40. tl rroaoa CrH.l\o/5448 

• 
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TREASURY DEPARTMENT 351 

INTt:IH>FI'ICE COII4 114UNICATION 

DATil September 10, 1941 

To Secretary Morcont bau 

c o N F\OENTlA'-
,~~~:ow ~4r. Cochran 

Rogitttrtd tterling traneactiont of t he reporting bonkt were a s foll owa: 

Sold to eommerclel concerat 
Purchaaed f r om e~~•rclal concerne 

1.5&,000 
1.43.000 

Optn ..rktt atorlinc r~&ined at 4,03-1/2, and thoro were no reported 
t re.nt e.cUont. 

In ata enre:nt l7 thin aer~et, the .Ar ,;:entlne tree peto ac;Al n c.OYed U"Ovard to 
touch a current hlcb or . 2390 this at·t ernoon. Juat 'betore t he cl ose, h0veTf!r , 
i t r eacted to .2382 . Yeaterday1 s final quota t i on vaa . 2385. 

In Nev Tor~, clo•ln& quotation• f or t he torel,n currenciet liated below were 
u followe: 

Canadian dollar 
Bra•ili an milreie (free) 
Colombian peso 
Hexican peso 
Vanosuelan bol iYar 
Urugu&Jan peso (tree ) 
Cuban puo 

10-1/2% discount 
· 0505 
.5800 
. 2070 
.2750 
.4400 
7/lffl. diocount 

In t ho SbfACbai exch&uge carket, the yuan waa appartntly still quot ed i n 
t oe ntl&bborhood of 5-11/32;, tba Ch1nett Stabil isa t ion ! oard ' • ot lling rate 
tor dol l ar• agai ntt approYed laporte . 

~bert Vt re DO £Old tranteet l ODI CODiua:&t ed b7 Ul to4at• 

Tho ftderal RtserYe Bank of New York r eported t hAt tho following gold 
shi pments were beinc coneigued to it: 

$1,000,000 fro~ Peru, t h1ppod b~ tho Central Re oerre Baok o! Peru for ita 
account, ditpooi t ion unknown. 

183,000 tro~ Cannda, shipped by the Bank or Conoda to; account ~r the 
Government of Con&da, for e&lo to tho ~ow Yor~ Aooe¥ Ot. i co. ----

$1,183,000 Total 

~he prieoo !!xed in London tor opot and !orvord ollYer reoatne! unchanged 
at 23-1/24 and 23- 7/164, reopeetlvely. Tho 0 . S. equiYaloott vere h2, 67d and 

h2.55J· 
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Tho t r oatur71 o purchaoo price !or torlisn t11Ter vat unchanced at 35f· IW>q 
ond Karman' • oottlomtnt price t or tortitn t ilYor vat alto unchanged at 34-3/41. 

We made two purohao01 ot nov production •ilnr totalin& 100,000 ounceo under 
the SilYOJ' Purohatt Act. Thit oilYor, bought tor forward dtliTery, •~• trom 
var1ou• tore1&n oountr 1oo. 

• 
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IIITitN IML\NY, 

PERSOt:AL 
A:!D SECRET 

Dear l!r . Secr etary , 

W.UNIICITOII . 

lOth Septomber, 1941 . 

I enclose herein for your personal 

and aecret Lnformat 1on copies of the latest 

reparts received fron London on the nili t ary 

situation. 

Believe me , 

Dear r.tr . Secretary , 

Very sincerely yours , 

':'he Honourable 

Uenry l!or genthau , Jr. , 

United States Treasury , 

\"lash1nr; ton, D. C. 
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co~ o~ 'i.'':L&:twl l'f!OI' LO"IJOH 

n~·rr:n "1ti'T':ll!l::;n o, l OU 

I 
~out:.orn ,....,. ~ or ~u :-a~.e l 

oloood " ttor a1r !'Sl.l on Gt .. .\. crAt 10 

~ ol..l'ci"'Lt't eD?].O)'oC. • 

c. 
l~ •ol+ln.,-1:0"'.0 on "'r~pol: (L) 4th, -;.vo 

lo:\ho1•,. c.tt.Ac'-~ r .1 p,;1 • ~· ~otro:\0 , r .o 
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Iloilo ...,lAII' ' tftlbtlorra II1Md and lllldc poa./riiJIA 
oaat ot' Spura ~olaa. 

llo Oanl&ll aot1Y1Uaa on frenol\ Uodtt~ oout 

reperted 1D .. 11Dio xaiiiF oar.DI oponl)' 111 'areallloa 

FOI't C&roate almot antlN17 tQan onr b)' llWaiJ and wtU 

pl'Obab~ be IIM4 tar • s l ' or bon 01'1 alld pboasbAta• r.. 

AM• tar ~ -· 
llo fl1&bt ot ....,till. l!rtt11b tamw o.r t600 tODI 

tn ••t -.t WOJ dluas-4 bJ '-"' ott' Londot't but 

• · proo .. dl,.. L&tw' attack bit t o boat alile ot!' ~r. 

'l'1!0 ~pll torpedoed ~ no d ota11A )'Oto 

•• !lopOl'loed •••frt:n .,_l'1oan ahlp llteol s-..tver 

&,'718 taa. wdc bJ di'ONt't-~ 'talands 0 ~od :: ... 

r.o turtbel' C:.otall.a but twentJ-tour or crw are on. sbae..n 

lalaAUo Iaa .:ra jeri;Jia lb1;1 10r1t to pick tb• llrpo 

f 

&. etb. ~ rOPlol'eaeoa "cP'bP1 i)C't or Oaloo 

r1'1-.J'7 tar.;et .t.&ai..-1 Yornot located. tliGlt o.r 6Cb/712l 110re 

thao •1F*7 .u-aioan attaclce4 <:Mmoal Wcn".ts Mal' ?ttet'old •Ill\ 

abclfat IN ~ Jdaoolql~. 011 1~~ataU.Uona DNJ' 

a tadtlAQISet attackad b)' t'oiU' a11'0Ntt Md aot on tlre . 

Ut~t or 5tb/e\h t i'INHI h1ta ol ati'JIId on 1!llti'Ollant ab.lp 111 

T1'1poll (L) • • 

e. :rtr~~~ ~ a1r cl'$t't attacked Al o.xandrto hit t1fl6 

tloval sto~ a::.o4 &nd r a 1lwn7 atat1on. ''o s ervice c .. ualtt .. 

7 . ;>"J'l;I&I'.a re;orto' 1.0 .._ ·o . oau'bl1C.o4 ~i.l:;e head 
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MILITARY INTELLIGENCE DIVISION 
11AR DEP ARTMJ:IIT 

11aoh1ngton, September 10, 1941 

TENU1'IVE LESSONS :Btll.LETIN 
No. 156 

~2/2657-235 

Tho informat ion contained in thio oerioo of bulletins 
will be r eetrict ed t o item• from official oourooo which are 
reaoonably confirmed, The l eooone neceaoarily are tentative 
end in no sense mature etud.iea . 

Thia document ia being given an approved distribution, 
and no additional eopieo are available in the 1!111 tary Intel­
ligence Division. ror prov1a1ono coverni~ i to r eproduct ion, 
oee Letter TAO, 3!':0 .0ei (9-19-40) K-~M. 

SOURCE 

Thto "blineun 11 baeed upon an ofticial .Britiob IIWlual pul>­
liohed in February, 1941. 

Intended propagandistic effects obould not be o~erlooked. 

1 • Cl!lNlllU.L 

2. A1"l'ACK 

3. DSFSNSE 

CQll'Bli'2S 

4. FaOTiCTIOll AT llZST 

5. PROT:;;cTIOll 011 '1'1!1! IOVS 

6 . Y.O'i'ORI%ED ll.!lOOIII.I.USS.&IiCS UIIITS 

7. ARIOIIEil J'ORC.& 

8 • INJ' ANTRY 

J!ESTRICTED 

-1 -
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9. AM'ILLillll' 

10. ENGIN'DRS 

11. SIC>D 

12. CllS 

DSftlC1'EP 

COll'l!!l'lS 
( Oontimied) 

WftlOTi!R 

- 2-
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l!Am.£ TjC'1ICS or m: 
Gp'WJ MMX 

1. om;w, 

German tactical t eaching inohto on tho illiJ)ortanco of speed and 
ourprioo i n battle; on the need for concentration of all avail abl e 
moano, moral, pllfaleal, and material, at tho docitlve place and u ... · 
and finall1 , on the ruthleaa exploitation of oucceoo. Wi th a viov t~ 
obtaining tpeed and awpriae, tho Ger~~W~Dt 1118kt the moot caref\11 pr&­
p.rationt ~forehand. 

tlon. 
exitt, 

Good l e&derahip depends, firtt of all, upon boldneot and doci­
Tbe Gerll&lls are t81J8bt that if tvo equall1 reaaonable courses 
the bolder course mnat be adopted. 

The following &laj!;ans, therefore, are illiJ)resaed on all loader&: 

a. Strive to maintain the initiative; 

b. Keep your main object &l~o in mind: 

o. Simplicity of plan enouroo tpoed in execution: 

d. Put as much po1fer ae poaaible in tho main effort &nd mini­
mum paver in the oubaidiary effort: 

e. Tour consta.nt aim mu.tt be to preeerTe and to renew the 
1'1gbt1ng power of your troops; 

r. Bo quick to r eeo«ni•e a favorable tituetion or turn of 
ennta and do ent7th1ng to utUhe U to your ovn adTantlll!:": 

g. Pa:f duo rel!;&rd to the tactical doctrine and cethoda of 70ur 
opponents. 

The Germans fi rml7 believe t hat their aruy, br virtue of ito 
tile and excellence, ia invincibl e. Tiler conoider that their aoldiero 
are ouperior in training, equipment, and morale to thoae of &D7 other 
notion, and thor give much attention to inotilling into the individual 
soldier the offenaive epirit under all ciroumotancoo. 

2. m.\&1 

a. Ooperal. 

In the conduct of tho attack, tho following principles are 
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obeerved, whether operations are carried out by armored and motorized 
for~at iono or b7 toot troopa, 

(l) The pl an ia oimplo but flexible, and t ho ordere allow 
eubordinate commander• oonoiderablo latitude, Bolov 
diviaiona, thoao ordoro normally are iaoued orally and 
in tho ahorteat and oimploot form. 

(2) A point ia aelected at which tho main effort ia to be 
made , and at tbia point ~rioritr in number• and veapona 
1a provided, 

(3) Whore possible, contero of rooiotanco and defended ob­
etacloa are first noutrali&ed ~ infi ltration oethoda: 
once surrounded, thor can be reduced oroto~tical}7. 

(4) ~rmationa and unito do not otop when thor have loot touch 
vi th fl8IIldcg troopo. 

(5) lwbile reserves ore hold available t o reinforce ouccooo. 

(6) Shoul d auecesa be ~ehiovod in an unexpected quarter, troopo 
and fire are concentrated to take advantage of the new 
aituation. 

b . formo of At tack 

Althou&n e~velo~ment should be aimed at wherever possible , i t 
11 roalhod t hat t he atta!:lror will often be faced with tho talk ot 
having to breel< through a \o'ell ;>reperocl. poll Uon, vhich hea been o,._ 
canhod in depth and otre~.gthenod b7 ovorr pooaiblo JOe&n& . On1r etter 
be baa defeat ed the defendinc troope and bao roached the open countey 
can tbe attacker acbieve victory b1 aobile o,.rationa. A ouceeaetul 
broak-throucb ia the necesaaey preliminary tor the otrategieal develop­
cent ot the oituation. 

Tho OerOMa enviaage three trpeo of attack, all of vbicb ohould 
be accompanied by threnta ot attack or by teinte in other quarter • vhen­
ever poooible. 

( 1) Front!!l, ,\ttack 

A frontal attack ia conoiderod t ho moat froquent foro of att ack, 
though the introduction of armored and motoricocl. for eea ia tending to 
make 1t lota common. It requires great luPirioritr in strength and 
produceo decio1ve roaulta onlr vhen the hootilo front hal bean pene­
trated. 

RES'l'RICW 
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(2) knlonunt 

An envelopment ia thought to be t ho mott effective form of 
attack and, if oucceootul, m~ retUlt in annihilation of ene~. Thit 
maneuver, which pre.umea marked eu,er1or1ty in means, ta ooat eftectiYe 
When lo.unohod in a vide lliOvement e&&inat tlMka. Tho eno~ must not 
be given time to toke counter meaouret. 

(3) Popotratipp 

The penetration foro of attack thould be atto~ted over ouitablo 
ground at a oolected vook opet i n the oneliC)' trol>t. SUrprioa 1o oileD­
tiel. Penetration lllll&t be on a vide front Md ..,.t permit maneuver. 
In order t·o deal with ene:::or reaervea end check hoattle counterattack•, 
ponotratillll troo"' 11111at be orgoniood in deptb. Once acbievod, tho 
penetration muat be followed b7 eontinuouo prooouro, until diointogra­
tion and ~c have boon aoourod and tbo penetration bat been converted 
into a broek-tbrougb. 

c. Qenoro} Copduet of the Att&ck 

SueeoaafUl attack ia b&aod on tho following prr.iciples: 

(l) Coordination and control 'rovont disint egration of an attack 
into separate actiona. 

(2) 

(3) 

(4) 

(5) 

( &) 
(b) 
(c) 

(6) 

A main effort requires narrou 'battle aectore , and coordina­
tion and concentration of tiro of all ve~no . 

Tho choice of locali t;y for a main effort 1s dictat ed by 
t orrein, artillery facilitioo, and suitability for use of 
araored forces end reaer.ea. !Yen it the sector for dec1-
a1ve action cannot be de~ercdned beforehand, the reaourcee 
for tho cain effort cult be built up in roadlneoo for oa­
plo~nt as and vhon tho oituation domando. 

A crioia will develop in every battle: victory will go to 
the coQS8nder ~ho can turn tbia cr1a1a to hia own aaaietance. 

When an attack baa como to a ot~dot111, nov impetu• can bo 
gi von onl;y by: 

Regrouping of forces; 
Throving in of treah forcoo ; 
Reorganization of fire. 

It io i~rtant to launch an attack on the correct frontaso, 

!!ES1'J!ICm1 

- 5-

• Regraded Unclassified



( 
IPftiCDp 361. 

whicb "-" on the probable otroJIC\l> ot u.. ..,.011•1 ..._ 

ohtMco. a..._ roculaUoao .... \bo tollowtac e;pproxi­
aate Iront-o: 

lle.t\allon - 400 to 1000 ,-rdo; 
lntantr,r d1T1oion in t..or4ble clr ... otancet ao regorcb 

growul., artlllefJ •wort, oto. - 4000 to 6000 1ardo; 
Int ... tr.r d1 T11101l, M abon, carr,rtnc out the aaln attack 

acalnot onomr in otronc pooition- 3000 7ardo . 

lllrouebout M attack, gr01alt troopo vill be elTOn direct ,._ 
port b7 alr torceo. !hh incllld .. roconnaluance, tbo boabinc at 
coaamlcattono, rooerveo, etc., and clooo wpport ecatnot torvard troopo. 
!!be Clenan di...,_boabinc elrcratt ba'N ln taot becoae a tono at hl&blT 
IIObllo, clooe wppcrt artllleq. Clooe ~~~PPGrt vlll aliiOot iliTarialllT 
be a~allablo at obort notice in tbe ooctor at the aaln effort. -
eonUJNOUo raldo &l1d U.. uoo at lolldepookoro before the attaclt, &l1d liT 
the nolle at whlotUnc bQIIbo, lolld exploolono, and tho laT1oh •"PlOJMnt 
ot gro...U., clurinc it, tbe Clenoan hopoo to douro1 tbe 110ralo ot hie 
opponento, particularlT ot thooe in tho forward defenooo. 

3. DRDQ 

a. Orctpilation gf Pgeition 

!he defenoive poaition i o orgoniaod in groat depth, in order to 
attain tbe maxicum povtr of r ooiotanco. !he beaten •one in front of 
the dofenou 11 carof'ullT planned, contlnuouo, end deep, and all vo~ono 
aro allotted tulto in the dofenoiTI tire plen. 'l'ho 1lullc of tho fire 
1' lll]llo)'od to dofelld that part of the front vblcb the co-der decldoo 
aaat be hell at all eooto. 

b. A4yanco4 lpoition 

!roopo in the ad"Yenced pool tion aro intended to dole;, tho one011 
in hlo atte.,t to pin poeoeooion of loeallUeo vblch vould aoalot hla 
in 1-cblnc .., attack a&elnot tbe main Uno of re olotenco. Conoequ.ontlT, 
the adTaneed poo1Uon mat nouallT be ooae 6000 to ?000 7ard1 in front 
of tho main line of r e oiotance. ~thoucb odvanced pooition troopo are 
provided vlth their own art111or,r, antltenk cuno, end DftChino guno, at 
ltaot a portion of the artillorT co•erlnc tbe main pooition abould be 
oituatod oo ao to oupport tbem b7 ito tire. 

!he ad•enced pooition il to~otimoo htld bT motorisod machine 
gun battaliono, end the advanced troopo are uouallT p'l.aced under tho 
oo.....,cbr of the •one immodiatel)' in rear. 

C. lfttlt OutPPett 
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1M '-II of bMUt fttpoete 11 to &ala U• tw \boo troc~p~ 
l'IIJIODil\le tor \be w .... of \boo Mia u .. of nel•- a1 to Uoll" 
tlw ,..,. u to \be - looMloa ot \be .ta u... IIUtle .,...,.,t,, 
tlwnton, U'e 'U1Uil~ •- 1000 J'W41 111 froa\ of \boo .ta u.. of 
r11ht1110e, Dl wtthla etteoU" ....,_, ot tlw ar\111817 of \be Mia 
61teael" poel\loa. 

'1'11111 outpoeh ..., 'be or4ere4 to ro.ta lD poll Uoa Wlt1l a 
oortilD tlao or to retire Vbea \be eDe~ re&OMe a p..tlcular Uu or 

~-· to "De 4e•eloplac a -.Jor '""*· 
4. let! !,lv g( llele\g" 

b 61tea11 of t!w -'• polltloa DICIIol\ateo 4lotrl'bolUoa ot 
l'l'illallla troope la 1\qth: 4letrl'boltloa la 6lptll lll<Nl.4 10ot , llcueoa, 
'be too crut, tor \be -.JorltT ot tlw lat•trT ....... ..,t llrlac 
4o"" tlre 110 froat of the .ta pollUOil. 4a reCI'M• tro..tecee, a 41'1'1-
llo" ll IIOl'ul~ allot\14 11000-'1000 Tll'4o, DlteDeo ll 'bee14 010 •tuaUT 
oupportlac ce10tere of reoiotODCe, ort~Dite4 iD 1\qth, AD4 capable of 
alL-rov.a4 4oteaae. O'bet...:loo are co,.otructo4 to wppl-at the ... tval 
4ete101l'l'l cllaracteriltico of tiw croWI4, u4 full uoo ll u4e ot • .,.. 
oealMIOt u4 C&11011.f~, 

PrloritT of 4eteati'I'O preparationo lo co•erao4 liT tilt rule! 
ottocti•o"''' "Detore coYer. Tbue, oloarinc of tiel4e ot tire, aeoertiliO­
iDC ot ranee•, en4 preparaUo" ot oamoutlece telto preoe4e .. ce o•er 
4lcclnc ot co"r u4 pro'l'lllo" ot 4ue-outo. 

tl..teu a ....tt roceino 4etiDito ordore to vttb4rau, 4etonto 
... t 'be to tiw lut """ end to tho laet rov.a4, 

4. lJODO!IOI 4Z liB 

Ia p10oral, the •tho4 ot orcallinUon u4 tiiiPlo,...,.t ot out­
pooh u4 patrolo 4ceo aot 4lttor trOll tbet ot tiw .. iUob ~. 

OU\pooto protect their potiUoDI vith vtro u4 ohov tbelr 110-
PIOuitT liT iiOotalllnc trlp-vtr11, lud 1111011, end boo"DT trope vllioh 
conr tho IIPFOaobll, '1'be o.r ..... ao.1Dtal" tho otto10oi•• epirlt liT 
CODtiDUOUI patrolllDC acU'I'ltT, llaall patrolo, COIOthUDC ot tbroo t o 
•••e" .. ,., atte.pt to pe,.trate 4oop i10to '"'~ li10oo with the obJect 
ot looaUac 4lopoll UoDI u4 poulble ,.,.,..,.., tor iiOtlltrauo... 0.. 
ocoaoio10o, patrolo lla" oucceo4o4 i10 t.v.piac tolopllo10e vireo tar 110ol4e 
the ,,...., llaoo .,4 bl'l'e tlluo obt&1"'4 •aluable l10toroatio,., 

r,. tiw conduct of ral4o the O.raeo •arT their motho4e eltiL­
tul~, Jet oro ath.PUDC a ral4, thq otu4T 1D Cl'lit 4etall the 

appiODQ 
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diopooitiono and habit• of one~ pooto, the moot favorable approachao, 
and the uthod of 1118kit4: the beat u .. of oupport114: weapons. 

6. PllQTiC'l'ION ON T!iji IPVJ 

German formations on the move are protected bw a acreen of 
motorized or aem1-motor1aed reconna1eeence unitt, depending upon wb8ther 
they are armored, motorized infantry, or infantry divlaiona. Theae 
unitt vork in cloaa cooperation vith reconnaittance aircraft. The 
motorized reeonnaiaae.nce unita haYe a. vida radiue ot action- 155 ld.let -
and are uoed for atrategical aa vall aa tactioal ground reconnalssanco. 
'l'he ooml-JOOtoriud unite, havit4: conlid.eral>]¥ lover mobility and radiuo 
of action, are OII!Plo)'ecl. on]¥ for the tactloal ground roconnaiuance on 
the divloional front. 

JOl' protective dutlee on the ao•• the Oeru.ns aleo Qllke eon­
oid.erable uae of motorized machine gun battalion• and cotorised antiair~ 
craft machine gun battalion•. 'l'he for110r ...-e equipped vi th entitNlk 
IIUftO , while the antialrcraft bl\thlliona are 1\riiOd. vith d\11\l purpooo 
antil\ircratt end 1\Dtitank machine guno. 

6. l!Q'l'ORIZE!) BECONli.I.ISSAl/CZ UNIT§ 

Theue units include ~rmored cnra and motorcyclist riflemen, ea 
well aa ho~v,y compenies and motorized ensineor d.etAChmento . ~'he honT,y 
compnnlea alao ere aotorized nnd Pzmed with closu support wenpona, 
11&bt guna, 100rt!U"a, machine gune, nne!. Mtitllllk guna. 

'l'heir tl\ako ..,.. 1\0 followo: 

"· 
b . 

e. 

4. 

•• 
f. 

'l'o push rap1d.ly AheM. of alower JOOYin& forlll\tiona nne!. die­
cover tbe atrength ~d diepoeitlon• o! enecr forees; 

While avoiding cocbM v1th larce forceo or otr ongl¥ defended 
localities, to overrun aaall center• or reetatance Vbich 
would icped.e tho ad.vMct of the uin !orceo: 

To prevent the carryln& out c! 4tcol1tlona P~d to dl1rupt 
co~cationa - tor e~le, telephone excbangea, virel e•• 
atattona, etc.: 

~ rapid movecont and indiooriminato firing to give tho 
improoaion of the preeence of lnr&e forces, with tho obJect 
of crenting P"ftiC ~~d contueion; 

~o aeize and bold. covering poaitiona or bridgehoAdo; 

To protect deoolitiona prepared by •ncineer troopa; 
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I· To hold. an eJtl)Oood. flNik: 

h. To eatablhh contact with 1\lr-borne troop• which haTe 81,­
ree.d¥ landed.. 

The mobility of theoe unite and their larce radiuo of action 
enable them to r econnoiter rapidly; if neceaaory, they can also figbt 
for information. 71cht1ng ia pr1oer1ly the duty of the motorcycl1at 
aquad.rona - which incl ude mot orcycle coabinationo, c~rying three oan 
and ., MOhine gun-euppc'rted by the guno and mortar• of the heavy co,_ 
paniet; their obJect ie to clear the va;y for the armored care. All 
v·eb1cloe h11.va & condderable c-roaa-countr7 perforCMce, fUl.d they can 
deploy rapidly off roads when r ood blocko or other oppoa1t1on is en­
countered. They uoually operate in omall pMrolt conaioting of IU'mored 
CN't, motorcyclbto, r.nd ponibly a few Ucbt tNikt. 

Motorlted reeonn&laaence unita poaaeaa llaited offensive pover, 
but their mobil ity and croaa-countr;y perfor=ance enable them to pene­
trate into en~ territory by infiltration methode. On ouch occaoiono 
no .. tte"Pt b aade to keep touch with tlMldng reconna1nanco units. 

7. Al®REll J'ORCE 

N"&: 

The oatn pr1nc1plea for the employment of tho armored force 

11. SUrpriae: 
b. Selection of auitablo cround; 
c. Ecplo;ynent in largo number• and in depth: 
d, Speed. 

Wherever pooaible, araored unit• avoid attack!~~ fortified 
potitiono: inotoad, they endeavor to turn tho tlMic of oppoo1t1on. 
Vbere on or&Pn1Eed or secd- organ1&e4 oppoaltion cannot be evoided, bov­
ever, tho craund L~d etrength of enecy defenoea are the deciding factor• 
ao to Whether tanka will 11ttack ahead of, oiwltaneouoly, or after tho 
infantry. 

In the c.,00 of str ongly organi<od dofenoeo it ie considered 
necoaeary to "looaen up• the ene~ detenaive ayatem, especially the 
Mtitt.nlc org"'\1zat1on, before tMl<• eM operate ouccoaofully. .t.roorod 
force vohioleo will therefore not be launched ._gpinat ouapected or 
known m1nof1oldo or formidable nntit..nk obetaoloo and defense• until 
nrt1llorr tiro dive-boobing nttnoke, nnd opociall;y trained nnd 
oquippod 1nfnntrr nnd engineer aoenult dot~cboente - Stoottruvoen -
have prepared tho va;y b;y cloNing lllinofiolcle Md obet~clea and r educing 
de feno ivo vorko. In certAin cir owootnncoo t~.nlco ~a;y provide covering 
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fire to the &UI!IIllt detach!:len•o d•-iu • he li-' • - ''" • pre a.~~ operationo. 

In river crooa1nca , bridt;oho&do oze aecured b-; intantry and 
ongineere before tanka cr ooo by ponton ratt o or rubber boat o, 

On the other band, wher e dofonooo ore relntively ve~ or 
hn4tily orgAnized, ao waa t ho oaoo in Poland and in t he l ater at aeoo 
of tho :Battle of l'rance , t anka 11ttack well obo&d of intantry, r elying 
?n ouch air nnd artillery eupport 111 1e immedintoly evnl.labl o, 

~ tank attack ngainot org~~ni•ed or oemi-organized oppoaition 
normally tekoa the foro of an 11ttack i n t wo or three vaveo, with 
relatively narrow frontt141e and gro11t depth. The leading vave deale 
vl th the one~ antitank guno and .rtillof71 tbio wave io all ott ed tho 
tartheot objective - ene~ artillery reoorveo and one~ bo&dqusrtoro. 
'i'he wbaequent WAvea attack enel:Q' infantry and atron& pcints , ~md 
COl' precede or r.ecOIJPP.cy tho lo&dl~~~: iatantry. Clooe oupport by tho 
other .rmo ia provided during tho attMk. The t lllk of tho artillery 
io to neutr alize or destroy enemy artillery and nnti-tank reaourcea , 
or to eng"«• coll!lterettecking enemy tl\llko: that of the infantry and 
engineer• io t o follow up cl oooly and conoolidate. 

~mored formAtion• ver a t he docioive f11ctor in Oor zon auccoooeo 
in Poland, J'lMdere , nnd Frnnca. Onoe having brokon tbroU&}I tho outer 
def enooo , they aimed nt deep penetration i nto tho enemy ' s country, 
p&)'ins little attention t o flanke ADd co~ioation, and r elying 
mllinly on air cooper ation in tho fOI'II of dive-bombing Bnd r econnaia­
IMCI. By apro&clin& out nero eo tho enol:1)' 11 collllliUniolltlona tbo:t attempt ed 
to 41 e~pt hi s whole rearward orgftnlzation. Center• of resistance vere 
not allowed to bold uo the Adv~~co, but were ei t her avoided and later 
attacked froc t he reor, or were dealt with by mo~ori•ed t r oop• follow­
ing cloae behind. Close cooperaUen between ~~rmorod unite and the 
reconna1aa&nce , artillery, antitank, e~neer, aotortsed int~~try, and 
cot or eyclilto uni ta vas .., iE>portMt feature at all ota«e• of the acl.­

vsnee. 

8. INlAliTI\I 

Because of t he predoodnant r ole pl&)'l d b1 Oorcan armor ed forceo 
oi nce tho ou~bro&k of tho preoent war, Oor mon infantr y, both ootorized 
and non-motori•ed, with the exception of the epeciall)' t r ained and 
equipped aeoault detachments , baa been chiefly employed in following 
uP, expl oiting, and consolidating the ground gained by armor ed foreationo 

Infantry tactics i n the attack oro chiefly re~arkable f or : 

a. Boldness and okill in infiltration, Sc&ll detacbcento 
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penetrate between ene.., pooh, >~bleb the;, e_., f:roa 
the flanka tuld rear. :By a Uberal expendl ture of ..-.nl­
tlon, they often attempt to oreate the lapreoslon of larco 
numbera. 1'or exuple, n.tne autoeat1e VtfiPOne mq mean 
the presence of only one platoon. 

b. Reliance on prompt and efflolent flre aupport of conolder­
able •olume from the l r heavier veopono , vblch aro handled 
with great aklll and daoh, and ftre brought lnto action well 
forward. t1n1to are laYhhly oupported by intontry guns 
u well ae antitank cuno, mortaro , and machine £\IDS. '1'be 
cooperation between t hose voopons and infantry ia ezcellent. 
Where neceuery, oupport 11 ginn by dln-bcmber nircraft. 

The infantry of \he acthe dhlliono and of the ""'jorlty of 
reo one dhlolono r eacbao a hlcl> stendard of phyllcal fi tneaa. Ito 
trl\1n1n« a1mo at cl.onlopin& initlathe and the oftonllve spirit. 

J.aaault detachllents, >lhicb are ollall bccllea of troops composed 
ot 1nf&ntry and engineers, are employed t or apeclal taaka , such 88 re­
ducin& pillboxes , overrunnin« center• of roelatance, etc. They are 
picked n>errt- trl\lned for specific oporaUone and equipped vt tb automatic 
veepono, flnme-throvere, Bangalore torpedoeo, pole charges, and amall 
smoke generators , according to the ro<!.lliremonta of each tnok. 

9. WI !.IJ!;BY 

All typos of Gercan dlvieiona a:re voaker in arti l lery than 
their Bri thb eqlllvalento. On the other band, Geroan infMtry 1a 
atronger in cloa.e support veepone , which include ?5-mm. o.nd 150-l:llll. 
infantry cw>•· In conae<l\lence, Oermnn ...-tillery 11 rarely placed W>der 
com""""' of infantry llnite , thoug)l batt erleo •liT be detnilecl. in wpport . 
The Ge~o eonoldor the ene"'))' ...-tillery the 1001t important objectln 
nnd attach the uel\teat importance to keepinc clown enemy artiller;r tire 
>lhlle wntl\lnin& their own. 

The importance of getting their artillery into action before 
the eneey CM do eo ia constMtlJ' 1apretted upon the German gunnere, 
>lbo 11ro tf\UCht to ahoot firet Mel. correct 1\fterwN"ds. !lllng1ng aetboda 
.re v&ritd ao much ao poaelble in order to achieYe aurprise fire for 
effect . Milch uea 1o made of •rovinc• cun• nnd alao of g\11\8 firing 
from alternate poeitiona . 

The eftic1enC1 of artillery obaervction nnd comcunicationo and 
of arti llery observation AircrAft llr& important f~ctore in the succaae 

ot Germnn ortillery aupport . 

• 

RESTRICtED 

-11-

Regraded Unclassified



0 

367 
IIIDJCDP 

Mtill017 npport in aU&elt YN'lel OODO'tlhat troa that of U.. 
llriUeb, llarrap t1re 11 aYOided vhoniYer poooiblo, and ovpport 11 
chon liT .. .,.. of concontraUono, ]bo rfOPid.UT of doplo,...nt and liT a 
IN44on openinc of inhnoe fire on oeleotod pointe, the Oeraant aia at 
rtduoinc tho defender to a otate in which ht will be Wlable to woo h1o 
w~one. 

Once t he ene~'• petition it overrun, forward observation 
ofticero and CW\t are puebod forward vi th ere at doterm1nl\t1on. At thlt 
ltf\Ce, clooo cooperation between artillery and intantr, 1o aaoved liT 
arUlle17 liaison detacluoento. Licht o1CIIal• are freelT used aa a 
lM&nO of coiOIIOU>ication between leadinc t rcopt Md arUlleey obterroro, 

Antiaircraft artiller, h eaplOTtd vell forward ln t he atted<, 
CW\t followinc close behind the lea•Unc troopt. Actiaircratt cw>o 
art trequentlT uoed f'C81net land tarpto, ouch aa pillboxeo and 

arnor td Yehlcleo, 

In defonee, German artillo17 it trained to aoke tba tulleet 
ute of the ranee of ito veapono, end a proportion of the art11le17 h 
plaood well forward, The eno~ 1o eubJeoted to an oYer increaainc 
art11ler7 bombarcl.l:tent aa he oloeeo vlth the defandera. Oert:I&D manual• 
otate that the artillery must have finiobod a creat part of itt vork 
before the enemy'• attack it finally brought to a standstill in tront 
of' tho main line of reahtanco, 

10. IJGIJ'R§ 

Geroan engineer• are bicblT trained and officiant t1cbt1DC 
troopt, laYhhlT equipped vith en&inoerin& ttoroo of all kinde. 

In the attack, t ha7 are OflPlO)'ed in re110rlDC obotaclee like 
vlro, antitank nines, etc. , and in bridCiiiC vater. 7or tbh latter 
purpooo aaoaul t boat• and larp and owl pno..-Uc boa to are uoed ln 
larco nunbort on a vide front. llthouch heaYT caaualtieo aq be ou.­
tainod, a portion of tho troop• are o~cted to gain a footinc on the 
oppooita bani< of the otreClO. S\lpportln« troopo and licj>t equipaent, 
inoludl.DC antltanl< cuno, are ferried ..crooo in large rubber bcate end 
on ratto made froa rubber boato. 

L1(lht Md haaY)' pcnton bride•• ,,,.. conetructed, and hoaY)' loado, 
oxoeedinc \8 tone , are ferried aorooo on opeoial, heavy ratto, 

In addition, engineer• are traintd in the uoe of explooiYo 
ohare:o•, fliUOO throvero, and o..oko genera tore end are employed aa 
aaotult troope vlth the infantry, cooperating in t he reduction of pill-

boxea ftDd center• o~ reaiatance. 
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In 4efena1Te operations, eq1n.eer a are eaployed lu eonatructin« 
pillboxoo and obot acleo, layia& lllinotlelde, preparing a.'ld earr)'ing 
out demolition•, and aettia& booby trape. They D8¥ ftlao act in eloae 
a~port o! in!Mt ey aDd may be Ulld to defend the obatael eo and de..,_ 
lition chargee which they have eatabliahed, 

11, .§l!1lgj 

The Germans have not yet made extenalvo uao ef emoke, but their 
CADUsla drAW attention t o ita great poeeib111tiea , 

Altho~ German teachia& doee not dU'fer jp'eaUy !roo tho 
llrithh, it oppeara that the Geraana have developed the use of amlce 
aomevh&t further in certain reapecta. l or ex~le, German sooke 
equipcent ineludea, in addition to the nor~ acoke proJectile• and 
"""let CN>dlea, aoolte aprqa IU1d generators deait:ntd t o !Unction up to 
30 t o 40 .Unutes aDd to raproduce tho condition• o! !og, The laying 
of tcoke aereena fron the air la alao ftdyocated. 

S1>0ke 1a cuch uoed in attacka by aaaault l!.etl!lcl1l:>onto on strongly 
defended poe1t1one . 

The landing of troops in a oombined operation ia likely to be 
covered by amok& screens if wo~ther conditione are favorable. Licited 
uee of •~oleo ~ be made in covering tho croeeing ond bridging of 
wator obetncloa And in conceAling the direction of a main at tack or 
the lldvonce of tenko . 

12 • .2M 

Tho Gerulla are lcnovn to have etudiod tully the uee of gao and 
1\l'e .-lao believed to he:•e made ovoey preparation to uao gas 1t it thould 
tuit their purpoae. 

Av~lable in!oroat1on i ndicat es that t he cethode coat liltelf 
t o be adopted by the Ger<>ana are: 

a. 

b . 

c. 

d. 

Low 8lt1tude apra.v vith .,...tard- poaeibly mixed vlth 
lewleite: 

Air-buroting bocbe charged with muatard: 

Per cuooion bombo charged wi t h n mixture of H,E, and 
IU'Benicnl toxic amoke: 

Percueaion bombs charged with phosgene. 

In com~ined o~rationa, gna eQitt ed froo apocial craft ~be 
uaed in conjunction with snoko. 
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SIN4,'1l01 moll! 

I. la•t•rq Tb!lttr. 

~~ li1>11hh troopo baYo reacheil tho Srtr lU'JOr on a broail 
front outt1nc COIIIIUIIieatlono on Stalin Oa~~al and lfunuok llailroad, 

The a1 tuat1on on the Lul.ncrail front r-l.no uncbazlced. 

a......, forceo are ad.-.acinc rapl.dl7 eaot of lbola and 
Toropoh, On Sept .. ber 7th, adftllcoil un1 to bad reached potAto about 
fifteen ailoo veot of OotaobkoT. 

Buool.an troopo continue their couoterattacko on tho 
central front alouc the Uno: Tarh ... o-point voot of Teln1a-RooltY1-
po1nt voot of !J'7&Dek, 

Ukr~lno oontlnueo. 
The Germ&D drl.n oouthoAohard t rOD Oo110l into the 

On September 7th , an &rDOrod unit force! the crooolDc 
of the Sol.m r iver to the northvoot of Konotop and b7 evening of tho oaao 
dar bad roached an 10roa duo weot of tbet cl\y, 

To the north of (loY, Germ&n t roopo baYo crooood tho 
Deena rl.Yor and baTe oetabll.ebod a oerioo of brlllceboado on the oaot ~ 

lleaente of tho .l.ftl7 O..oup of liold Marobal -ron lhmlt­
otodt ba-re blew> an attack in a nortborl.T direction out of tho Loree 
brlilcohoad o&Ot of lr•encbuc. 

On tho lover Dnopr rl.'JOr, other Gel'IIIUl forceo belonciliC 
to the 0&111 ar111 croup ba'JO becw> an attack fro. the br14pbead of 
!erhla-r, It 1o tb""Cht tbet the ultl•t• obJocU-re of thlo attack h 
Melt topol on the ooa of J.ao-r. The capture of Moll topol would alTer aU 
land coiiDIW11cat1ono botvean Buoola and tho Orl11oa, 

~~ Go~ reported boaT)' nlcht aUacko on Moocow, Odeooa, 
and eopec1all7 Lenlnc;rad. 

II. Woatern Theater. · 
~~ Bo alr act1Tlt7 report boo boon recoiYod on thio theater 

tblo date. 

II I. Ml44lo he tern Th•ter . 

.A.li,: BrHhb plonoo raided ltouto CalaUla. I ta17, and 
Moooina, Slcil.T. J.xio planoe attackad Haifa. 

RBS'!l!I CTID 

• 

Regraded Unclassified



/' 

( 
370 

.::::~ .... -:, I ...... _; iS 
a 1M.-, llf? ' s._ INl 

t ' 1; ftW1 4.,. .... , ........ »t JNl 

1r WM*Mr"MM'• • 2 " 2 
•• P# t( 5 $ ) H, tile ...... • ~ 1 I .U. 

_..., ...... _,, ................ IWI-11'11. .. .... 

•"*• ftftn ___ ............ ' ........ 

~--~~~~--·.....----_, .... , ........ ~ ·-flGI· '''11'1.-- ·-~·---.. ....... - u... 

.a t .. 

-. -t(h$ ' t. •1 1 ~-----•'LAna 

_ .. , ''11, •"S'n _ _,,...,.,,_, l41ta 

.... auu?lwu- ~-...... e- •• :aptof.ua ,.vu.,.-.,... 
eiw , • ., _ _. u • •• '•1 11 rrrt·-· 

a. 7 ............. . 

.. •ee •, 2 .. ' i41Wuft - ' IIAII 

..... , a ·- 51 5 ... 

-. •• "" 7 2 2 "· :1.0 ,._...., :1.0 -----

Gdaa:uft • J IIAII ...- • • u - ...._ 

a. M t( M' 3 to IJ sM- I 'VIM~.., , .. 

··- ·--.. ···-·,,· ........ - • ...a1 ~ ,.zu_ --·~ .... -
._ P#tCZ · 2 H' .,..__.._.~M..._ 

...._ __ ..u~MVM•_... "os••· 
,. • a• z rsc 
a. J•lilMt?l*~'••· .. ~ u ,.,. • ._,, 9 '· 

• 

Regraded Unclassified



I 

( ... 
.. en z 

4. ??PC • 1 P e~ M 2 
.. _. n 

1

m 2 2 I llllft -- - u • 1 "'a 
• I 1 -....-~••lle•1•n• No 

"- ••vli"'llllmmu-11•~ M -·- 2 I --~-- ...... , 

... ,.... eM -----~lq' N. .. ... , .. ~ ....... - ........... 
•· 22 •2r ,•·• 2 2 
a. =m 3 3 3 3 • ...... Wp 5 It •w 

C'g' as ?; «t~~atllap 1 -lr•un.,....we._ .. 
...-~••se_..,.

1

._,.... •...-~ .. ,; ....... _ 

...., 1lr 4-. :sCswL'il. ?De ..... -_. 11r w. • ...._ • ._....._.,..._.. .... ., -----x :u._.,.. 

..... •• , .. ~.._r..,.,..._._r.,,,.,, 

• 51' !'=r 
..., flit .. , • ,._ 
..... CIJ ............. 
-- ~ llswl m '• Cl) -- I ...... ...... ,1. 
"*"' ..... 

(

'a ••• flit •• a ........ 
?laP'" aa. 
"' rtt= 111"= .... ... .... .... 

3?1 

Regraded Unclassified


	00228
	00229
	00230
	00231
	00232
	00233
	00234
	00235
	00236
	00237
	00238
	00239
	00240
	00241
	00242
	00243
	00244
	00245
	00246
	00247
	00248
	00249
	00250
	00251
	00252
	00253
	00254
	00255
	00256
	00257
	00258
	00259
	00260
	00261
	00262
	00263
	00264
	00265
	00266
	00267
	00268
	00269
	00270
	00271
	00272
	00273
	00274
	00275
	00276
	00277
	00278
	00279
	00280
	00281
	00282
	00283
	00284
	00285
	00286
	00287
	00288
	00289
	00290
	00291
	00292
	00293
	00294
	00295
	00296
	00297
	00298
	00299
	00300
	00301
	00302
	00303
	00304
	00305
	00306
	00307
	00308
	00309
	00310
	00311
	00312
	00313
	00314
	00315
	00316
	00317
	00318
	00319
	00320
	00321
	00322
	00323
	00324
	00325
	00326
	00327
	00328
	00329
	00330
	00331
	00332
	00333
	00334
	00335
	00336
	00337
	00338
	00339
	00340
	00341
	00342
	00343
	00344
	00345
	00346
	00347
	00348
	00349
	00350
	00351
	00352
	00353
	00354
	00355
	00356
	00357
	00358
	00359
	00360
	00361
	00362
	00363
	00364
	00365
	00366
	00367
	00368
	00369
	00370
	00371
	00372
	00373
	00374
	00375
	00376
	00377
	00378
	00379
	00380
	00381
	00382
	00383
	00384
	00385
	00386
	00387
	00388
	00389
	00390
	00391
	00392
	00393
	00394
	00395
	00396
	00397
	00398
	00399
	00400
	00401
	00402
	00403
	00404
	00405
	00406
	00407
	00408
	00409
	00410
	00411
	00412
	00413
	00414
	00415
	00416
	00417
	00418
	00419
	00420
	00421
	00422
	00423
	00424
	00425
	00426
	00427
	00428
	00429
	00430
	00431
	00432
	00433
	00434
	00435
	00436
	00437
	00438
	00439
	00440
	00441
	00442
	00443
	00444
	00445
	00446
	00447
	00448
	00449
	00450
	00451
	00452
	00453
	00454
	00455
	00456
	00457
	00458
	00459
	00460
	00461
	00462
	00463
	00464
	00465
	00466
	00467
	00468
	00469
	00470
	00471
	00472
	00473
	00474
	00475
	00476
	00477
	00478
	00479
	00480
	00481
	00482
	00483
	00484
	00485
	00486
	00487
	00488
	00489
	00490
	00491
	00492
	00493
	00494
	00495
	00496
	00497
	00498
	00499
	00500
	00501
	00502
	00503
	00504
	00505
	00506
	00507
	00508
	00509
	00510
	00511
	00512
	00513
	00514
	00515
	00516
	00517
	00518
	00519
	00520
	00521
	00522
	00523
	00524
	00525
	00526
	00527
	00528
	00529
	00530
	00531
	00532
	00533
	00534
	00535
	00536
	00537
	00538
	00539
	00540
	00541
	00542
	00543
	00544
	00545
	00546
	00547
	00548
	00549
	00550
	00551
	00552
	00553
	00554
	00555
	00556
	00557
	00558
	00559
	00560
	00561
	00562
	00563
	00564
	00565
	00566
	00567
	00568
	00569
	00570
	00571
	00572
	00573
	00574
	00575
	00576
	00577
	00578
	00579
	00580
	00581
	00582
	00583
	00584
	00585
	00586
	00587
	00588
	00589
	00590
	00591
	00592
	00593
	00594
	00595
	00596
	00597
	00598
	00599
	00600
	00601
	00602



