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l'l" . ~nr~~ !or ttmthtu, Jr , 
The Seor~tuy of' the Tt-ea~ury 
"'Mhin,:ton , D. C. 

''I t'et~.r l!r . !!or::iontht\U: 

Jul:r 30 
1 9 4 2 

VA¥ I ta~o thio oprortuntty of ooncr~tul~ttnc 
!fOU on :tonr n.rpoint.~nt of Pro!'eeeor Roy l'foloh . 
I t hu boon my ple:a.sure to ~~e hiM tw1 oo, and 
I find in him o. ver'J oo.ral>lo roraon who , I ""' 
sure , io r;o~.nt to do a "'"tnlfloont job, 

1(1 rdost roz:;'U'ds-

\ 
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WVE20 }7 

ROANOKE Yft 

20TH IS ENTIRELY IATfU~,.. .._ YlffT TO IIOAIIICt: a• . . 
THIS DATE IS DEFIIIITILY IIXU ---I.Uo • Lt • 

• 
FORWARD TO YOUR COIIIIO WI •• 4i!Jff'IJ fj~- · 

B F IIOOI&AW SECIIIT M W C j liCE. 

c ~ lU-: .. 
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SUite a4Yaecl 11e ~4 ba 
t here 8/J/42) 
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6 
7 
8 
9 

10 
11 

~' 15 
16 
17 
lS 

20 
21 
22 

~z 
25 

27 
28 
29 

tho 

lllrlUD SU!ZII ~TIIOS liOIDS - !O!.t.L 

Coepariooo ot J'lllr oaloo to 4ato vi\h oAloo 4v1as thAI 
tPt oiUll>tr ot b<loinott 4a7t 1D Juno and 1Ca:f 191!2 

(At ioouo prlco ia t houaaad.o ot d.o11aro) 

J'lllr 

• 28,418 • 28,418 • 29.m • 19,~81 
24,269 52,6117 45. 39.~ 
27,277 79. 964 67,o46 72, 

46 ,5}1 126,1195 91,20& 88,6o5 
~1 , 110 157 .6o5 1)2.~1 122,575 
} ,451 201,()56 • 154,085 157.866 

~9.911 24o,974 192.659 181,11}1 
7.755 118,7~ 206.52} 201,161 

}6,127 JM.I!l 2}6,552 2)2,801 

47 ,164 ~2,020 259.772 246, 756 
)0,102 2,122 281,724 271.525 
33.807 4}5.929 }0~,16} 296.152 
}1,670 467.599 }~·~98 }17,861 
37.659 505,2~ } ' 97 3}7,~1 
21,929 527,1 }68,782 371, 6 

5}.25J 580,44} ~87 ,~ ~·09' 
21,6 6o2,129 14, ,917 
}4,~11 6}6,6llo 429 .151 4}9.9117 
JJ, Jll 670,075 468,812 1166,171 
)2 ,987 70},o62 415.~ 415.109 
19.510 722.572 510, 518,829 

5},121 776.}9} 5}~ ,097 539.771 
29,8}4 806, 228 ~~:~~ ~64.973 
}},0}9 8}9,266 0,819 
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96.~ 
115.9 
119.} 

128.8 
119.1 
1}0.5 
125.1 
1}9. 1 
1}7.} 

14}. 2 
142.7 
14}.8 
1~,8 
1 .2 
14}.0 

149. 1 
145.2 
148.} 
142.9 
144.9 
141,6 

145.6 
145.3 
1115. 1 

/ 
Di•loto~ ot Reooaroh .ad. 1\a\io\ioo. 

1.11 tiCW'tt aro 4epoo1 h v1 \h thAI !rouu,..r ot , \ho Ud h4 8\atoo oa 
acooun\ ot proooodo ot aaloo ot Udto4 1\auo oanas• boob. 
JiCW'oo haYO l>Otll rouadod to noareo\ thouoand a~t4 will aot ~oeooaarllr 
odd. to h\alo, 
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l 
2 
3 

6 
7 
a 
9 

lO 
11 

~' 15 
16 
17 
lS 

20 
21 
22 

~ 
25 

27 
21 
29 

Vllflll I!ADI ~TDM IIOIDI- Ialii I 

Oo...,.,.ttoa of J'Gl7 WM \o 4&\o w1 ~ WM 4vbc U.o 
- a-'11•1' ot lluluoo ~ ta ,_ aa4 llq 1~ 

(.u to no p1'1oo 1a \loouaa4o ot 4ollaro) 

J'lll;r .ruu llq 

• 15,821 • 1~,1121 • 19,~ • 12,679 
1 ,11110 ~,701 zr. 211,263 
16,1122 7.523 l!o,S11 116.532 

29. 797 77.320 511.199 !)5,116o 
17. 72~ 95.~ 112,98' 7J,1211 
21,5~ 116,6\3 911.~ 97.~ 
22,7 139.390 1~, 1111,2111 
2~. 772 1~,161 1 ,1~ 1211,670 
19,077 1113,2311 1511,2 151,956 

26 ,5~ 209.7117 169.~20 161,}116 

15.7 ~.532 1116, 70 177.~3 
1S,Iio7 2113.938 201,100 1911. 7 
17,1128 261,766 225. all 2011,9~ 
22,3115 2111,111 2~,211 223,2 
12,233 296.3-- 2 .o.n 2117 .532 

31,)61 327.712 261,321 257.3711 
12,2~ 339.951 2110 , 7'12 271,079 
11,1 }511,1~ 291,7~ 290.~ 
111,261 J76.3 321,1 309.5 
111 ,5U 3911.9111 }~1,1106 32}.~ 
10,695 l!o5 .679 3 r.6n ~7. 

32.m 11}8,256 )62.550 }60,5611 
17, 1155. 7o6 3711.~ 375.702 

18,256 117}.962 }92,22 }92,627 

ot 
Dh!oloo ot Rouarob a114 1\othttoo, 
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79·~ 
110.~ 
116. 

132.9 
1111.5 
1111.1 
lll,~ 
122. 
1111,11 

12}.5 
120.9 
120.9 
116.0 
121,8 
119,0 

J.15,ll 
121.1 
122.11 
117.2 
119.0 
116.7 

120,~ 
120. 
120.1 

I All ttcurn an dopeot\o vt\b tbo !nanror of tbo tllll ted Statu oa 
account of proooodo ot ooloo ot tlatto4 ltatoo ooYlOCO boado. 
J tcuroo haft booa r011&4&4 to aoaroot tbouoaad aad will aot aoooooartl;r 

o4d to totalo. 
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D&ll 

C0Nff0£Nn•• 
UWI!ID IUftl I.I.TII08 JIOIIDI - IDJ. l dD 0 OODI.. '"''. 

21.6 
Coii)>UloOD of J'Gl7 eal• \o 4ah vl\la ealeo IIDrlac \lao 

- -'bor of llulaooo tqo 1a J,... - 11q 1,_, 
(A\ 1ooue price 1a \boueaa4o of 4o1laJ'o) 

Jull' 

Jul7 19112 
• 12,597 • 12,597 • 9.l05 • 7.:502 129 ... 1 

2 9.~9 21,986 !l· 01 15,1611 1Zll.9 
3 10, 5 }2,"1 ,235 25.516 123.7 

6 16, 7JII 119.175 l!o,009 ~· lll5 122.9 
7 13,316 62,~1 119.353 ,751 126.11 
a 21,852 

"'· 3 
55·"' 6o,Sl7 151.0 

9 17,172 101,585 67 .lll~ 67,21~ 150.7 
10 22,983 124,568 72.366 72,~ 172.1 
11 17,050 141,618 52,310 SO, 172.1 

~~ 20,614 162,232 89,232 a,,lllO 1S0.6 
1ll,~S 176.590 95.254 9ll.391 1S5.ll 

15 15, 0 191.991 101,464 102,lo6 189.2 
16 13,842 205. !1,3 1011,715 1011,923 189.3 
17 15,314 221,1 7 112,279 114,~ 197.0 
111 9.696 2}0,842 119,749 123.53 192.1 

20 21,8!18 252.731 126,o48 127.72ll 200.5 
21 '·"1 262,1711 13ll,o62 1~.901 195.6 
22 16,}27 278.505 1~7.ll29 1 ,502 202.7 

i~ 1~,174 293.679 1 7.698 156.~ 198.1 
1 .399 3011,077 153.532 161, 200.7 

25 8,1116 }16,893 162,774 171,335 194.7 

27 21,2" 335.137 170.5117 179.208 198.3 
21 12,385 350.522 176.1110 1;l,271 191.7 
29 111,783 365.305 111),113} 1 ,192 199.1 

!reuUI"J", 
Dl Y\olon of Rooo&J'oh &D4 Stat1ot1oo, 

Al l tlcuroo aro dopool\o with tho !roaOUJ"or of tho Valtod Statoo oa 
Aooount of prooo.to of woo of Vnl t o4 &tatoo a&Ylaco boado, 
Jlcuru bon boon roun4o4 to no&J'oot thoua&ad and will oot oeceooar117 
a44 to totalo, 
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I lloilT I Dail.T I Da11T 

I ~·' 
• 12.6 • 12.6 ~·r • 21.11 

' .g g. 11 22.0 6o. 211.) 
J 16.8 10.5 )2.11 611.0 27.3 

6 29.8 77 ·3 126.0 61.3 16.7 119.2 112.6 59.6 116.5 126.5 208.6 6o.6 
1 1J.l 95.0 139·3 61.2 13.11 62.6 911.2 66.5 ~1.1 157.6 2)3.5 67.5 
' 21. 116.6 162.2 71.9 21.9 S\1.11 114.5 7}.7 3.5 201.1 276.7 72.7 

' 22.7 13~.11 189.1 7}.11 17.2 101.6 129.5 71.5 ~9.9 2111.0 }19.3 75.5 
10 2\.S 16 .2 216.0 76.0 2).0 1211.6 1~9.9 S,.1 jl·l 288.7 ~·9 Sl.1 
11 19.1 183.2 2}6.6 T7 .II 17.1 141,6 1 r. 1 95.9 .1 )211.9 .) A.5 

26.5 209.1 273.2 76.8 20.6 162.2 16o.6 101.0 117.2 ~.0 11}3.1 ., .. 
15.7 225.5 287.6 71.11 111.11 176.6 168.0 105.1 )0,1 .1 1155.6 ... , 
U.ll 211).9 )11.6 71.3 15.11 192.0 181.1 105.6 )3,8 1!)5.9 119).11 

··~ 17.8 261.8 335·5 71.0 13.1 205.1 193·5 106.11 }1. 7 1167.6 529.0 "· 22.3 2111.1 )51.7 79.2 15.3 221.1 202.1 109.0 31·1 505.3 561.5 go.o 
12.2 296.3 m.ll 71.5 9.7 2)0.8 210.5 109.6 1!1.9 527.2 517.9 S9·7 
31.11 327·7 1111.8 79.6 21.~ 252.7 22).9 112.9 53·3 510.11 635·7 91.) 
12.2 3llo.o 425.9 79.8 9. 262.2 2al.S 11).1 21.7 6o2.1 657.7 91.5 
18.2 351.1 451.1 79.11 16.3 278.5 2 7.0 112.8 '"·a 6)6.6 691.1 91.2 
18.3 376.11 1177.5 78.8 1a.2 293·7 260.1 112.9 3). 670.1 m .6 go.l 
18.6 ~.0 503·' 78.11 1 .II )08.1 270.7 113.8 )3.0 70).1 7711.5 90.1 
10.7 ·1 ~.o 17.3 1.1 )16.9 279.5 11).11 19.5 722.6 solh5 S,.l 

32.6 11)1.3 562.7 77.9 21,2 ).}8.1 295.1 1111,6 53.1 776.11 157·' 90·5 
17.4 "'~·7 517.2 79.0 12.11 )50.5 )011.3 115.2 29.8 106.2 .. 1.a 91.5 
U . ) 117 ,0 6o1.J 78.8 11!.8 J65,J )22.1 113.11 )3.0 139·3 923. go,g 

625.1 }37.5 963.3 
65().0 )50.0 t.ooo.o 

lilt ~bt 

Act..,.J. ttltt ficvtt are 4epotUt vitb ~ heaa\U'.,. o! ~be tlai~ecl S~ateo 011 acco""t of prooeecle of ttlot o! 
Ull1tt4 8tattt oarlllp boll4a. J'1cvtt h&Ye btt11 roVA4ecl &114 will 11ot ueceuar11T o44 '- totalt. 

Cll>oto talteo bto acc.....,t bo~ tbt 4&117 t r tlld. cl.ur111C tbe we" &D4 ~ aoD~lT tread 4\U'iiiC tb& 80atb, 
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DJIOBAIDUI 

To: Secretary Morgentb&u 

rroa: Hr . Paul July 30, 19~2 

I delivered your aeaaage about billboard 

advertising to Senator George tbia afternoon. 

Senator Brown vaa in tbe rooa vban tbe aeeaaga 

was delivered. 

218 "" 
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~ 30, 1942. 

'!Os '1M S.Creta.ry 

FROIIs llr, Sulllftn 

SUBJI!CTs ~u'a ..-queet t.o tal'lll.Data a .. i~t of Of~ 
t.o the Departaent ot Justice , 

.lrft11&-nt& line been ade tor United. Stetee .ltt.orM7 
Correa t.o e..U at the Intamal Reftllllll Bureau saturdq, Auguat 

21.9 

lat te cliaeuee the nee .. eit)" ot cont1nll1na Special A&ent 0~ '• 
110rk tor the Department of Juetice on the inft•tipt.ion ot the 
International Al.llance of Theatrical Stase Z..,lo;reee and llooina 
Picture Opel'& tore . 

After this confe rence I beline I will be 1n a IIIICh bettar 
poei tion to rec,_m action. 
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J\ll7 30, 1942. 

SUBJ!l::Ts Add1 t.ional buaineaa acb1ne17 to adll1niat.r the 
w1 tbholding tax. 

Tb1a 110m1nc repreae:>t.tina of the '11'11 cliacuased with 
repr .. ontatine of the Internal Rnenu. Bureau the Bllreau'e 
ticur .. on the addi t.ional buaiDeae uchinaey required b)" 
indust ry because of a w1tbholcl1nc tax. Thed.r ott-band OPinion 
waa that the Buraau 1a figul"'la -"" low in eome categoriee and 
t hat it would be impossible to tum1oh industry w1 th oo.., typos 
or machinery that would be needed. 

However, they are dcinc oo11111 further 110rk on this matter 
i .n '11'11 and the7 expect to report to uo b)" telephone Seturday 
110m1nc, Aucuat lat. t1p to th1a point all of the diocuooiona 
haft beon intoral and contidont.ial. 

llhether ;,ou 'wieh to aak thea to at.t. to~ that the 
requi-te of indut>7 can be •t •1 depend a...nbat on the 
t ype of reply WPB -.lees to the a.raau on Au,cut lat . 

220 
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liEIIO!WfOOJI fOR !RI SORHAilY 

rroal Kr. Blouch 

... 
·-

Attached 1e tbe anorall4ua 011 da4uot111C troa 
nat 111coa• 110t to exoae4 tl,OOO tor debt rep&Taent. 
You were r1pt aboat 110t reoe1rtiiC tb.1e. I u 
••r7 eorrr tbat I Jailed to obeck aora oaret11117 
•• I thoupt 1t ba4 bee11 eellt at tba tiaa 1t wae 
completed. 

Ill a441t1oll to tbh anor&D4ua, we are work­
ing onr the vt10le problea qa111 and will prepare 
a further aeaorandua. 

' 
Attaobaant 

Regraded Unclassified



Pending inooae 'az 1nore .. u 11&7 111poee epeoial 
hardehip on eoae 1n41T1dua1e obl11ate4 to aake rela­
tively large rep&Jaente on debt 1nourre4 prior to the 
war emergency. !o rel1eTe euoh 1nd1v1duale, 1t bae 
been p1•opoeed that repayaent or 4ebt oontraote4 prior 
to January l, 1942, be allowed •• a deduot1on 1n ooa­
put1ng taxable 1nooae, euoh deduot1on not to esoee4 
f l,OOO a year. 

Diatr1but1on or 1Bel1er• 

I n oooae1onal 1netanoee, at the loweet taxable 
1nooae levele, the taz aev1ng aoooapl1ehed by th1e 41-
duotion would ooapletely orreet the 1noreaee i n 'as 
liability reeulUng rl"'OI the pen41nl 1~2 lepelat1on. 
In general, however, the reeulUna tas aev1ng would be 
leee tban the 1noreaee 1n tas liability. fbie partial 
1rel1er1 woul d be aoool'lle4 to a IJ'Oup or taspa7ere ar­
b1tr&1'1ly detera1ne4 by the chenoa e1tuat1on or tba1r 
pereonal rinanoee ae or Janu&l'J l, 1942. 

The tax eav1ng artol'lled by the propoeal would be 
greater tor large 1nooaee th&n tor eaall beoauae the 
tax eav1ng tor a dollar or additional deduot1oll would 
be detera1ned by the h1gbeet rate appl1oable to the 
1nooae or the tazp&Jer. 

i:g,u1ty 

Debt repayaent 11 only one aaong var1oue ron~e or 
eav1ng. L1a1ta,1on or the deduction to debt repayaent 
would d1eor1•1nate 1n raTor or tb1e one type or eav1Ag, 
and aga1net euoh other rorae ae 1neuranoe payaente, 
eav1nge aooounte, and puroheee or War Bonde. Adoption 
or th1e propoeal would probably eU•ulate agiteUon tor 
the allowanoe or epeo1al 4eduot1one tor theee other rorae 
·or eav1n1 and aay eetabl1eh an unduirable precedent . 

trreot on prioee 

The propoee4 reduction would have an inflationary 
etfeot einoe the re4uot1on in 1nd1v1duale 1 tas liability 
would 1noreaee the amounte aTa1lable to tnea tor epen41na. 
Tble inflationary erreot would be orreet by tne eztea' 
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to v111ob the epeolal 4e4uoUon aooeleratecl &ebt repaJ'­

aent out or ourrent inoo ... 

Voluntarr debt r&p!l!Ont 

xanr debt oontraoto oall tor opeolfiecl oblisatorJ 
paymenta, with thO option or .&41tioaal paraento at tho 
diaoretion or tbO 4ebtor, tho opeolal 4ecluotion tor 
debt repazaent wollld onooar:r 4ebtoro to ute Yolutarr 
rap&JII&Dtl on their 4ebto ou or their 11qu1d aoooto or 
current inooae, Do4uot1on or ouch optional 4ebt r&JIO¥­
aent would be outeide the •raliot• intent or the propoaal . 
It would be daolrable to lia1t the deduot1on to tbO 
obl1gatorr eleaent of debt reparaent, but &4a1n1etretiYa 
conaiderationo aake th1o 18praotioable, KoreoYer, if tho 
epecial daduotion roaaino in erreot lone enouch, tho tax 
ratea do not deoroaoo and the ta2Parer'• inooae ra .. ino 
the aame , the a4Yantage obtained br taxparere in de4uot-
1ng such Yoluntar, debt repa711enta would uount onlr to 
th~ inter01t on pootponed tax p&JIIenta. 

Ada1n1otrat1Ya co.plazitr 

Adoption or the propoaal would create d1tt1oult 
adm1niatrat1Ye problema. In part1o111ar, requirement• or 
listing oreditoro, attaching debt contracts, and requir­
ing 1nforaat1onal return• troa oreditora, which wollld 
check abuoeo or tbe deduction pr1Yilege, would add to 
the ada1n1otratiYe coaplezttr or the income tax. 

Revenue looo 

Official eot1aateo or the reYenue loaa that would 
result from thO proposal are not ret aYail able. Prelia­
inary oaloulationo indicate that the looa, under the 
proposed rate oohedule, wollld probabl7 be or a magnitude 
between t~o.ooo,ooo and t soo ,ooo,oocr a r ear. 

Poaeible alteraat1Ye 

Inotead or a opeo1al allowance tor debt repafii&Dt 
under the reeul&r inooae tax, ooneideration aigllt be 
g1Yen to a polior of not 1noreao1ng the 1noome tax rate 
beyond the point where ab111tr to repay debt will be 
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appreolablJ 1apa1re4, aa4 to obta!DlBC e441t1oDal reYe­
nue t roa 1n41Y14Dal• Ulro111h a lft4•te4 kz oa ezpelll11-
t uru . Suoh • kz wov.l4 U,O•• Do bv4en oa tba1: pan 
ot per aonal 1Doo.e 4e•o1:e4 to debt re,.,aenc aa4 otber 
ror~~e ot eaYlna. !ha praoUoab1U_,. ot •voll a kz 1• 
being etu41t4 bJ Cba •taft• 

freaaurJ Depart .. at 
D1v1a1on ot !az Re•earoh 

. . 

Regraded Unclassified



THE~SUN 

JUL 3 01942 

· ef;l' o.......,.e •-r~,.14fir · 1 
" , .. ·,. tt.ualllcd PrtttJ w......._ JQ .......,.. uua., a ,,.,, 111 <a. t.) -.IOidtao_..._c l!!oo-,u..t 

llle Coua ' Wll ... • .a.t .,. '- lltle"' lDrome 
!roe ... ·- ... - -· 1111 ........... lllal --...... -. 
L1Wo. ,.- of ll>o A- ..,.. CW ... lila -
........ ·-- ..... coatnel 10 .....mcwr. ..,.... .... Olldllo-,., -t f7,1)00- ...... --
.,-- ........... tbl ·-.............. ..... 

..,... ......... IIWe. ..... looldilll, I I 7 • I ---- _,.._.._ '"', ·t -1-.lldto,.,_., ____ , _ 
0 J .... 

Regraded Unclassified



226 
Photostat. to Bell and White 7/PJ)/ftl. 
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Dear llr. Secretary, 

Willard Hotel, 

Waahin&ton, D.C. , 

1\ll;( 30, 1942. 

I encloae tor :rour eonoideration a note 

OD t~ aubjeet of t he planea di'rerted orr ilr1Uah Con­

tracta which was raised b:r Br18adier-General llyere at the 

meeting in your room two days ago . I haYs sent a copy 

to General Myers. 

lours aincerel:r, 

The Honourable , 

Henry Morgenthau Jr. , 

Secreter;r or the Treasury, 

Washington, D. C. 
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1m'£ 01 Till Slli!JmT OF Till I'L&III8 DIU:Idt:D OPI' 
lllll1'lSII COIITII4CT8. 

1. The liar ~partaont table OO'I'VI ODl,y certain 
airplane allooatione tor a partioular period J,.,.. 1942 to 
llarob 1943. The complete picture would be aa !ollcnt 

Since Pearl Harbour there ba'l'e been tbree obangea 
or plAn, 

British 

(a) Some 500 plenea wore taken ott our pre-lend-le&ae 
contre.cte in or .J>out Doc011ber 1941. '!'bia •tter 
b&a been eettlecl in principle end a down p1.111ent 

of $70 111lHon• fta .ado, subject to &IJT leter 
adjuotooont. 

(b) The ArDol.d-Portel Acre011ent or lanvary 1942 resulted 
in a couidarablo r osbuttunc and a 8ubetentJ.al net 
loeo in nu.bers to uo. 

(c) The ArDold-'l'oWero-Portel arranc ... nt ot !lay reduced 
our nlll!lbera by a eTeral tbo.-ndo . 

Pre-Pearl Present Indicated 
Harbour ExoeotAtiODI Loss 

pre-land-le&so 
10,498 1,749 contra eta, 12,247 

lot and 2nd 
lond-l ... e, 1),797 7,690 6,107 

Arq Bel•••• l . SOQ t 1.5(!0 

'!O'I'AL ~6~~ 1?.688 6,~~ 

IIOTESt l. '!'be indicated loao und.,- lot !Dd 2nd Land-Le10e 
1a who~ in cQIIb&t or other operational planes. A 
large proportion or the present oxpeot.t.tion figUre 
rale'tes to training pllnoo. 

2. The •Slesaor• arrangement would ban proTided 
the u.tt. with ..... 5,800 plano• in addition to let 
and 2nd Lend-l.e&ae. These tigUI'O• are ~ included 

abon. 

), Tbe letest arrong•ent riCiuiroa tbo tl.lt . to 
proTide 200 Spitfires in t he O.!t. ror tho uae or 
tbe o.s. forces. 

2. Broo.d.lJ' tho liar ~parteent ....,-nt """""' to be 
that, axcopt 10 tar as alread,r oottled, no pa)'lllent should be 
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made ~ tho War Department for plane• takon ott Britieh 
pr&-loncl-lease eontraets as these are balanced ~ planes 
roleued tot be Britieh ~ the Arwt:f. The diatinotion drawn 
between Arm¥ Releases and Lend-lea10 allocati•>n ia bowenr 
ehadoW)'. In fact Arlrq Releasee is juat tho no~ Mthod 
b)' which lencl-lease assistance in the !ora of weapons is n011 
ginn; tbare are no longer aey separate loncl-lease requ1sit-
1ona f or weapons ancl lencl-leaee supplies ot weapons are eovered 
b)' War DeJartDent appropriotiona. The !act 1o that uncler 
tbo !irat two Lencl-Lease Acta ancl unclar the DSY 8)'&t.. ot IJ<q 
Releasee we are getting tar twar pl.aneo, ancl not an additional 
supply or planes to set ott againot tho loss ot plano• UDder 
our own contracts. 

3· The general princiPle indicated in the President' s 
Firth Land-Lease report is that each country should devote 
roue~ the 84JIIe rrection ot ita national production to tbo 
war. In the current year 1942 the fraction ot national prod­
uction applied ~ Great Britain to the 'lftlr 11 undoubtedly much 
area tar, not that that eould be helped. Baa. ring in mind tho 
relative reoouroes of the two countries, Sritish plane production 
in 1942 1o close to the President's l2f.l programme for the 
United States,whicb is double the 1942 programma tor t he United 
Statto. The present case is surely a tavouroble opportunitr of 
applying the general princiPle• It is proposed, tborefore, that 
ao fts done 1n the case ot plano& taken onr troa "ritisb con­
treats 1n Deceeber , payaent should ho aado. Thoro cannot be 
aey unfairness to War Departotent finances in this tor elearlr 
tho ~ effect of all thes~ clang .. 11 tl'at OT&r a bUUon 
dollars, a ncl probably more, of lend-lease tunds which bad 
acttal.ly been voted ~ Congress uncler the l'irOt ancl Secord Lerd­
Leeeo, and were destined for Plan•• tor Britain, b&Ya in fact 
been uaed to buy planes tor the War Depart..sant . 

Willard Hotel, 
Washington, D. C., 

Jul<f JO, 1942· 
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lo coa\aia p14, wD.lcll ll.wo lll.lo ""' 'Nell plo.oed. 1a .,- cllerp 

t or \rauporl&UOII \o \be lh>i\ed. 8'•'" Mia,, Doanr, Colcra4o. 

(-'PProTed. )Ta 
Dll'bo1o 
J. Jorao,o1a 
Dlo,rlela~.,fttr 

ltr• Jtoaao\h II· rallor, 
Oftloo, Dlroo\or ot \ ho lllal , 
Vuh.1acloa , D. o. 
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OPJA Mo. 261, 

lntorMUCII NCoind 1lp \o 7 A ••• , 30\llllllJ, l9U, 

28tl>/29tll. lloto!' --to and 110\or t.orpoclo -to ftttoolcod I--to 

off tllf Dutch .-t ond ol&lJiecl hito. fbio ac\.1011 ... t~ b:r .., attool< 00 

thrOo lN'Jtr ''"'"' nnolo. One ot tllooo ... laf~ o1AII1Dc, onc1 -t.ber appo&rod 

t.o be on tire. OUT tore•• l\lltain..S ec.e ..... . 

29\b. Aircraft attaclood - ot - Jaool t.ra•laro ott 110'1111, .,... ot 

u- allot doom a .. ooaroclaidt. A GnC ll>lMriDo roporto h .. lnc .- t1>ne C:.:l<jloilll! 

1n DC:IDECAliSI •t.en 6D4 clAiM a proba_ble hit em a 7,000 t.on •Niel.. 

2. I!ILIIW 

Rm:l· •• .-.. In Ule -rol oitu&tl.<Jn. 

J!!llll!lA. 'lbo Ruoa!.aoo -t.imoo to p>t up a otitt NOUtoaco ap.iftot 

o.n&n att.tapt.l to re&cb and croa1 tM Ri"r Id •••t ot STALDKiRAD. J:oet ot 

ftOS1'0V, t.ht Ooi'IIAnl nne enJ.arsed tbeir brldpbHd 01'or t.bt low.-r DON ~ haw 

rooohod tho R.lvor IWIICH (0011t11 of ROBI'O'I). They hovo talton 8/.TAIBit. 

), AIR QPE!IATI!!S 

!13IIBI ngt. 29\b. 1'bree llooquitoo -bod IIJIISTEII, DIJSSEUlOIIY 

ond CCB!.DIZ. Spittiroo attocUd alnor aillt.o%7 objooUno In •ort.horfl r!WICJ, ) 

of th• .,. a1u1nc. ""' - a1roraft ...,.. ol>ot - ott ow _. .. . 

29UI/JO\b. 292 a1roraft ......... t.o SAAIIJIIIlCIP. lD ... a1n1nc 

ond l Crubod, About. 9S- a1roraft ---_. .. ,) _.. claet.ro1od ODd 8 

doMe~<~ b:r our fi411t.oro. •·•· ~ - r_.. 
MIMTR'Oi!t'• 2;1tb. Boeutort. torpedoed a ,,000 tcm .orcblrat 

•teool 1n tho ICIIW lilA. ' 

J!lm. 2'7tl>/28U.. OUr --· ottaoUd ~ IIANIOOII, hitting -

ohip, !Uto1A114111c pwodo, -po uo1 t.oDJ< -'<obopo In tho IL llA8o\ oroo. 

2tUI/29\II. About. 7- a1roraft clroppod -b& 1n tho ua.n. 0no 

... allot-· 

4. - ''""" 
...... ,. 29\I:V)Otb. ... u- ballot tM ..., a.i.J'Cn.tt. 

C>P"fttlnc - •=cod 011 u.o c1~ tr... .n uo1 --t 01101 ott.acUd- Ol)O 

Gad 0)00, ...., tlrao "" -od, - DO -Jcr t lrao ""' ....,.......s. Scatteroc! 

-blat oloo ~ pl&oo In UST UGLU ud Wlllf CAIIIARWCIISIIIJI. 
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EJflPP' ann g.s;ucw 
Q?f4 lg. 2fil 

roUowtJ>& u OO&PPl-tuJ - ot -u-1 -t.a ....n.c -
J"riod :Ord Jul.¥ t.o )0\b Jul.¥, 1')42. 

l. WAI< 
U lb1po ot tbiJ IAW.t cm.V, t.o IIUSBIA hAve nJTivod at Aa:IWIGiL, U>o 

on• UNooounttd tor ia nqw pro.,.oo. loet. About 70 penonnol. or IWJ'(Iho,ot thipe in 
thlt convoy wort loat. Up to tho proaent., 18 conYOJI hclvo Milod to RUSSIA oon ... 
tlotlnc ot 230 ohipo, ot Which 39 have boon loa•. Naval Airorolt 1n tho IIIDILE 
&ASf Mvo bo.n co-operCLtinc wi.t.b tbe R.A.r. aror t.M bat.t.l• aroa, and h.U Bword­
fiob hove boen 0111>10194 ru.ptlp on ont1-lhi-..J.no potrolo off tho Li..,... C....t. 
hml t1Cht.oro ohot dOOD 2 lWJ..IAD airol'O!t off PORT SAID on 2~0.. In tho poot 18 
.antU, u't'&l airoratt op.lrat1a,g l'roa DLTA are oNCU.tocl wit.b about. 200,000 tau ot 
.lldo obippinl IIUnlt or do&cad 1n lUCht t.orpoclo att.acu. 'tN.ttic r- IULI t.o IIORIII 
.ll'lUCA lnc,....od, thoro ua l.ndicotiona thnt BEIIOHAZI it bt.lnc liNd 1n pntoroaoa 
t.o \.ht IIOJ'e •aWr11 port.e, 

rM wr. 1 Dutch .w-rtnt rnpoTt.od - 11-J.neb on11a .... and 4 doe­
t.ror•ro - nor<llnt- at lortb ancl ot IW.lCC.4 S11W: on 28th JuJ.¥. On t.be 
.... da:t t.MH weN alp ot Japuroae eumartno aoth1~ 1n lta\em. Ba7 or &mpl. 

'l'htre ••~ i.adlca.tloca ot 2 ra.ld6n ln t.be Soutb At..lt.rlt.lc durin&' July, 
ono ot th• CIU"Tiaa 11-'boat.a. At ll!!L, PRIRZ .:oo!!l - •- in drr docJt on 28th and 
abould bt roa4T tor trW. bT tho ond or Aucuat. SCIWl!IIIORS'I" ar bt ,......., In tho 
nur t\& tuN , 

AttfCkl pn Sbippt:pg, IIDprovootnt ctut to tho Olt4blllhltoM. or 
t.n th.1 CW8B&Ait &NCl continues. ~~ now hllo leea opportunity to attack aru••••ort<NiolP 
ohipptnc, and 1o tu.tnlng bi1 at.t.ontlon to convoy• in lrh!oh lt11 oh.ippina 1a aunk 
t.htrt aro ITOO.t.er opport.un1t.lot tor reto.l1at1on. Evidonoe oont.lnues or 0-boat. 
acthity in FR£c.'1'0WN 11roa. Prortelonol tiguro. tor •CMk oo41nc 26th July, l3 ohlpo 
111nk by U-boat, ot which 10 1rt A'ILAIITIC. Sbippirtc loll .. tor Jill¥ by U-boo~ ooy 
ponlbl,J ahoe u web •• SO pn cont J'Oduction ot tiFH tot" J\ll'lt. Week ending 
29t.b JUly, l.L at.tacke on U-boat.a by tturtace craft, or which 10 b1 Canacll.., or United 
St.atoo ohipa . :18 ottaeu 1>7 cUr<:ratt, ot wbJch lJ bT Ctwi41An or On!t.od Stowe 
e..lfocraft, 

fmdt nn4 Csm•m, lOS Ghipe 1A 4 OCMn oon'f'G7e &rrl..S 1.D tM ~I1'!D 
li»CilOII without loaa. Iaporla 1n 0011V<1f J.nt.o tho llllln:D UIIOIXII - ...sl.nC 25th 
Jw.,., m.soo t..c::~N, ot wbleb m,ooo tea• ou. 
2. mrwt 

JSiil[ ... 11 now appcreot. tbst. our at.t.acU 1n the Cent.nl eect.or oa 
2lot end 22nc1, alt~ tbay oevvra1p sbcot tba ..,_, and 04\lllod bU b00"7 
•"" on t.he whole d.1Mppoin.t1Ac· 'bo aituo.tion bu r.turned .,..,. .a.cb to U. ~·tuy 
t\UO &n"-1 and ainct 2'?t.b, th•ro bU been no cMnct 1n UW toctlc.al. eit.uat.ian. 1'be 
ontay to tt.ill tw-t.her ·~ hla 4etenC!te b)' di&cinl and aint lqia.c and. 
1t boiiiC oonot.antlf hAT010od by _. potrola. 

llllllnl· loth.lnc oddit.i~ t.o Dot.llt orrJL. -
lJI6GI. Raoiprocal --to btt"en 1\!JSSIA M4 tho w .. t continuo. 

tt. la 1t1U too torl.1 t.o "'"' the auct extent or tM .ovoeoot. durin& Jul.)', but it 
h ~llOYtd that u approxilll.te belance baa bHn N1nt..1n.t, an4 that, wtlor• poedblo, 
GD tltt.•pt. bu ~ .ad• t.o otfHt tbt atea4J d eoll.M 1n QUAlity ol t.boJo ro~t1ool 
lttt In tho W•ot (dluo t.o tho coUa lllldo ._ .a. tor dl'O!" t.o tbo COotNrn Front) 
by t.b~ tranattr or tl.red. tlel.d GJWT dlftaloae rn:. RU86U, t.htae, altboqh 1D need ot 
Nit, rotlt. and belnc bfwcbt. up t.o a~, .... M clou.bt. 1Dklnelod t.o ft11a t.bt 
••""'«• t1Chtll1c va1 .. or u.. troops 1n 'NlJ>eftbla ....... 

lllJIIl. lo ri ... ot tho in<:......ad oor-n thr«:t 1n t.bo IUCit SILl TO­

IILlt.lnc fra Uw ·--t of SoV.t.STOfOL, :.be 'furtr:iah «**•rti Stoff hou -~ 

I 
&4teD ttepe to nintorce t.Mtr Hortblrrl cout.. 1'bo tore .. in tbll ana baw berm 
·~od bT r- 3 t.o 4 dlvUI-; tlda boa -. acbiovud pu~ bT on IJ>OT­
IA tho t.ot.al •trtnctb ot tba 'furtr:.lab rorcea, and portlp bT tho tnu>ator ot troops 
tro. I!IIIACI, wbOTO J.n OW' OpiniOII (Uno oaitlod) • 
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~· file anlnt, to 1M •oru. laot or lA1.GAJ 
(r•porto4 lAot ..... ) Ut\lo ..,. tbiD tile lllljlpnUIOD ot "-1 
bond! to. n..ro are 1D41.oau ... tlat 1M Ia- ..... - " Ua1t.~ nu.tn.'OIJ. 
ot trooP" tr.. CMI\rol CRDA, tuld u a ._u 2 '- 011 \II& CIIIILUIO-'ta'!CZt raU­
"f I>&" bo<lD occnaplad lW 1M-· 111 1M CIAIIIal ua Uld 111-t.Ma 'IWIWI, uw,. lo notbiaftto ropon. 

All - - to - lllet la- .uit&J7 pr.pora-
tlon• lA roaollad "" - ·~· tuld U Ia ...,ld<INCI t.llat, It lAP~ IAIAnda to attock IIDSSU, - I'"JIU'Otl..,. aro c .. pla\o tuld oporatlono can bo 
ttArt.e4 at 1m7 tial. 

) , A[R QPl'JI.\110118 

11E.S'Tiil!!f ri!QIT. 1'M - ortonal" apinot GI:3WIY .. , comocl on 
Y!coroooly ~ t.bo -· A -Jor attack w.a •d<o apinot IWO!UIIC on u.o ~· or 26t.b/27t.ll. 1'bla ..... t110 larpet attack ;r.t -.do ap1not GiaWII up to t.bat clato 
wUII tho ueepUCD of tbo tiiNo 1000 boabor rald<o • ._ ?00 tCDa ot ~ oxploaiwo 
&ncl tne«diary boa:bl wore dropped 1D excelllat. ._t.hor OODdittou, eo that he&'fJ 
~ "*' done. 'fbe O.r..n I'MOtlCIIl confl.ru up.e, oocclusln pbot,.ocr.ptdo eYSdcmce 
h>a not yet been obtained. On tbo ~t 2Stl>/:!9th, anot.ller attack on IWIIlJJIG -•· ...:~ 
dtlhond, l:ut Will pYtly twulperecl bJ bad WN.t:.btr. Thle attack .t.£ht havt bton 
conaidor.d Wlsatbtaotory wore it not tor tho Ooran J"'MOtion, which apln indicated 
1oriout cbma.ae had blNn dono. OUr looate 1n both rD.ids wero above t.ho avoraeo, but 
lhlt wu nccotmted tor q, (a) w ... thor And (b) tbo tact t.Mt RAUJNl ie ont ot the 
aon hoa~ dotondod tarcot• 1n GBIIWIJ. · 

B'ndQ!tle• U.t t.h ... t.o · h.ct.o.ro account tor tbo blp.:r NW ot loe.a 
I• atrordocl by 1.11• fact t.llat .., t.11a ~t of t.11a 29ti>/)Ot.b, ..,.. SMil8lalCllll aa 
II&C:C-ttttul.l7 attaekocS bf a fot'Ct ot &1nUar 1110 , U. loases sutai.Md wre well 
bolloor tho •••race. Cooatal C-..1 -- t.llalr attccla> CD ahlpo ott the Dutch 
and PY'tnch C:<*Stl, 11\ir!"lO&nt belabors were aloo wcc•11t'ul..l7 un4 b nilht. Att.aclcs 
ACe.in•t. *"·q- coo.at.al •hipptna. 

MIDDLE UST· Our air opon~t.ionl ow-or ihe battlo aro• and upon Axta 
landing grounds contl.nutd 1ntensivol,J \U\til 27th, attor which they d.iod down u 
l,m.lnd 1ituat1oo bHAo et.abil.lsed. Baa..,- tw:.bin« a.t.tAcltl .. ~ kopt up apinat 
'IOI!RIJit and Western Do10rt porta, It la .. t1Mt.d t.llat the """"T UHd about )S 
1011\kon ~ nt.ll t.iD....,.U.ad tlcbt.er oocort ~ to carry _......1 and oto,... 
troc CR!:rB to liORrll UIUCA, while Ho1okolo t.nnaportod 1\Jel to t.bo l.xla forcoa lA 
IICIPr. 

MALTA. to.., open.ttone were ta1rl1 oon•11tcot. 2 or :3 t.i.MI a clJ\7, ••ill tore&tiona up to 9 Junk•~• 88 escort.ed by 1)-20 tigbtors or tl.lbtt r tormatlona 
dono approc,chod or att4ckod thl t•land w1tb LlJIQA 01 tho lllllin obJeot.lve. Sovert.l 
Uous rl\ldera w-ore tnterceptod ott th• cOCLst and dlaporeed or toroed. t.o Jttthon 
\holr boolbo. Our ttcritaN ohot dowu 28 aJ.r<>raft dur1n& tho-. aod ootabll•hocl 
I N~Ord diU'1J>& Jlll.r by d<oatroy11\i l40 a!rcraft, 

III'J)Jti:M!.~W . In &ddl.tion to a mabor ot oh1pa a ttacltad 1n ..,_ 
porta on th• Libyan oou t tuld 111 t ~ bo.bt.nc ra1c14o on B<liG&Z1 lll4 'IOIRllt, our 
olrcratt claWed over 18 -.od tona ot ..,..., oh1pp1nc oonk or -pi"" tbo 
lfAL!-liOiml UIUCA ooo wpply II'OOlte. 

'· 
OS!IAjii!!IGI.. Doaap to the -non one! Klockor Cotton Sp1Mins Mill• 

1n JW\e 1a raported to have b&d CC~M1denbl• otteot. on production. 

llOR!!p!p. 'lbo dolq 1n producti.., at tbo H- Stool •on. ... 
&c:CIIlb.J&Wd b7 u. l&.ct ot ek1lled. roprlr .on ... wt.\.b t.ha rasult t.blt mcbiAery -.. 
l<llo rr. 8 - 1.1. c1ayo borore ropo.lr worl< otartad. 

pore tnt.. 
OBI!!!W!FP. 1Joa4&0 at Bobcock on<! wu..,. rod1IOOd ... tput by )0 to 35 

~. In t.ho ct.¥Ucbt ~ttack on 11th, tirO.s voro etartod 1n tho 
lbipyorda, at the aoodl lt.Gt..lon end ftiKmC oil ltoreo. 

U: BASsq. Pllotocrapha tak011 durlAC t.lla attcc£ oo 191.11 •- a cl.lnct 
hit 00 t.llo Cbeodcal •orka LUlo. SlallAr Jlhotoc:rapha CD 20th •- at 1-t 4 -bo 
burotlnc "" u.o KuhlaM ~cal Plant. 
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,. OfW!I(!" MD'" MDLI G''t!VP· 

8oabor1 
Pi1Moro 
CO<lot.nl 

Total 

*IIJN.IV! 'P' 
lp U!t Air 

D!ttmod ProbablY Ql!llmtd JYal 

Boobtro 
P1Cbt.oro 
M.boellMoou 

bbtro 
PlJht•r• 
OUMrt 

total 

Total 

3S 
16 
-L 

S) 

9 
) 

..L 
1) 

21 
1.4 

-1.. 
:l6 

1fT!!! I M (lnoludlJ>c &U.TA) 

In the Air On tbt 9rwnd 

1 
2 
~ 

6 
rivo crewe e.nd S pllota are~ anto. 

Doatrqyod Proba.b1x Qutrgytd JU&asl 

Booboro 
P1ihtoro 
Miloollaneoua 

Total 

')fl 

28 
-L 

S8 

8 
10 

...l!lL 
18 

16 
3S 

...w.... 
S1 • 

IIOT&a lo accout~t ia t.&kea ot on_, airor&tt doet..royed 
on lobe P'O\II)CI l.D - tl>Mt.re or or l!r1 Uob no..U 
&ircral't. ca.awalti.oa. 
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~ n .. ttPN of lnc.,1•"'7 are now boinc UHd bt t.M Oor-.na~ ­

(1) Arl ol'<l1nuy S lb. l.Dcondl.<uy boob oool41niq on uplooln cbargo I' 
ooro l'O"trtul t.bM p.-OYi.,..lt, otacb - go ott up to S al.Dutoo al't.or fallln&. ";; 

(2) A 110 lb. boob eonto.ln.l.nc plloopllo.,.., oil and rubbtr, ohich 
ocatt.trl at.lck:111"1,\d4 up to obo\lt )() )1U'da, the conttnte ipH• lpont&neou.alf. 

()) A ocabina.t.lc.a of hJ.sh oxpl.ollVO ancl lncondlary in the oeee onalng 
• • No . 2. Thlo o1nll• t.hroft 011t 6 p.-e-ip>itod tiro poto one! ol>OI>t 60 ollllll DDt.l. 
cont41n ... a abwt 2 ~ a beLlt lnohea lort& oont.aJ.ninc a tbonait.o t1111fta. Thia io 
tollowocl t.odlat.oJ.t bJ t.bo Uplooion of a 12-1b. ob&rCO of 7 .1. T. l.D t.bo nooo of 
t..~o 11111.n boob. PHI..IDiD&I7 p.-ooout1ona rec-od follow pnorollt a ol.aUAr p.-o­
cO<!uro to t.bo t lAid d_, tor daalln& w1 tb ordi:larJ l.Dcondl.D..,. - w1 tb od41 tiaael. 
-•• opl.not ~ ........... opocial tiret.-<Ud t.reo-.t for ~plloa-. buroo end 
coro Ill •-ohiq tho - UDtU the uploe!Yo o........, hoe dotonotod. Polloe end 
A.ii.P. 1Nlll&4a, o\.o., ban bMa a:med, al~ no pl'lonl. notJce .bU boCIIl pab­
llohlld, lletioot.od ol'lil.lan II&OQOltlto tor no1t a.d10C 6 •·•· 29th - !tUlod US, 
""rloualJ _., ::tTl, ot ohlcb 6S !tUl..S at BIJIIIJIOIWI, 

} 
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8eoretarr Korgenthau 
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Subject: 

1. It ia popularlr balieYe4 tbat Ruaaia, with ita huge 
popuhtton, ia capable or aobUUins a nob larger ~ than 
1e Gel"'D41\7• HoweYer, a oo.par1eon ot tba populaUona ot 
Oel'IIM Europe • an4 or unocoupie4 Ruuia, inolu41ng eYaoaHa, 
r eveals: 

Ger.an lurope population )00 .Ul1ona 
Unoooupied Rueaia population(aaxi.u.) 16o • 

In a441t1on, tba populations ot luropean nautrala, wboea 
l ndust riea are worlt1"8 oYerwbelmnglr tor Gel'llaft7, uount to 
sn additional 110 .Ul1ona . 

2. 11h1le the lull oannot ra.iae ar.e4 roroaa rroa all 
or the ocoup1e4 countriea, all or tbeae countriea can be 
drawn upon tor 1n4uatrial and agricultural labor. 8a•aral 
million worker• troa the oonquare4 nationa baYe bean brought 
l nto Ger.anr, releaa1nf Oar.ana tor the &N7· rurtheraore, 
tbe unpowar an4 aater a1 reaouro .. or Yirtuallr all or luropa 
are being ut1li&e4 to aupport Oeraanr'• a111tarJ eatabllabaent. 
87 ue1ng toroed labor, tba la&1a aar be able to obta1n con­
e1derable uounte or food, uteriala and equlpaant troa 
occupied 80Yiat territorr, with an uneYacuated population ot 
perhaps 20 ailliona. 

). Durins the t1rat Worl4 War, Gera&n7 aob1liu4 about 
ll mll1on troope, apprcs1aatel7 17 percent of her population. 
I n tba p raaant war, with nob greater labor and uterial 
reeourcea at bar -4, OeN&n7 probabl7 e Ul be able to 
aobili&a and equip an arar equal to at laaat 20 paroant ot bar 
population, or about 17 aillion aen. In addition, Gera&n7 •ar 
be able to torca aob1liaat1on 1n Italr, r1nlan4, Hungarr. and 
Ruaan1a to 10 percent of their population, or 1 a1ll1on. !hue, 
Axle European ml1tarJ aanpower potenUal h aa b~h u ~ 
•HUon .. n. 

• Inolu41"8 OeJ:Wa117, oaraan all1ea, rranoe an4 the oooup1e4 
oountnea. 
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4. Not onl7 doee Germanr ha•• a huge reeerwoir or .. n 
ror ita military machine, but it ie in the fortunate posi­
tion or being able to equip and make errect1ve acre or ita 
men than the Soviet Union. Drawing on the induetr1ee or all 
or Europe, it can put into the field more tullr-equipped 
d1 v1a1ona. 

5· In abort, the present oontliot on the Eaatern 
Pront t1nda Ruaa1a oppoa1ng not Germany alone, but 1n 
er rect t1~ht1ng the reet ot Europe. 
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SJDallfll' 

prediction that the Japaneee will atl.allk bel~ ...._, ..._ 
The Japaneee conUoue to widen their eont.rol ba tile..__ 
and are belleved to have landed on Adak lllaad, -'1 • 
milea eouthweat of Dut.eh Harbor. They haft .... 
landed MU Buna in New Guinea aod laa.,.~~n~e~t ....... 
to a point within 60 air line milea of lin~ l'w\ ~ 
wt... reduct.ioo on the Ja~ 8aDk would be alop,j 
prelude to an all&ck on Siberia. Tbe current •....-.. 
of the poeilinn in the Solomooa ia put of the - .,._, 
and eome obeervera foreeee an early tbruat. ID1IIIb frit 
eoulheMt into the New Hebrides where air '-woald '*' 
mit tho W!O olland-baaed aireraft apinet New CaJadoaia. 

Sir Staflord Cripps has leveled a ~buke at Gandhi lllllllio 
Cori8J"OM lor their threat ol a civil cliaobedieMtl -PIIP. 
-~~·•u he deat'ribea as impsrilliog the United Naticb ft 

el!ort A retort in el!eet baa oome from Monk• Alii, 
Conge~~~ preaident, wbo roundly at.& tea that the Coop. i 
ready to necoliate a temporazy oettlement with the Britii 
provided the United Statee, Cbina, aod nu.ia p ' .. 
leetive cuarantee ol India's independence after the ftl. 

Th4 Notit Cro.t 1M~ Don 

With the !all ol Roetov, the Oennana have en.d 1111 
lower Don and teken the city ol Bataiak, oo the BoM­
Caucuus railroad. Farther east, they bave wideaod 
brid&ehe&dl in the Tsimlyanakaya area, -
s.l and Manych Rivera probably u far as the 
Staliognld railway. In the Don bend, they have -Millo 

river weat of St.alingnd on a bi'06d front north ol Kol ... l[ll 
map). They now claim to have ~ed or c.-.-1 
courae ol the lower Don. 

The unexpectedly swift fall ol RQetov wu evidellllr 
reault ol a change of plaoa. Altboucb the deleoden 
prepared etrong fortifications, Tlmoehenko appanllli1 

2 
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..... 
tomabbio..-llllllld..U.oiiMDra. ........ 

ud ·~ air MtMb Gl lllill 
1 

' ,.... • ....... 

~~ ......... oiiM ........ 
wit.bolmr oouih ill .,od ...-. Ytll ..... ._ or -

bea'rJ eqnir n• ill WI ....,. - ro ' t.q a ... 
....... .-louo thaD tile. ........ Ia ........... 

.-ward ill ... n.. ..... 8oldla "' •tn, ... 
lrOOpe 'I1J/I>Y DOW faoe-........ ,_ t.boi 0... 

tolbe.a. 

Delplto newapaper p~aa of .., tod- ae the 
eau,_,•, 1be ieol&lion of Blalloptod would - to be the 

ounen\ objeetive. Tbeir r.~taak eouth or the n... 
... J)JMC~ .. ~ leelt ~tiT ... e«an to eat ... 

I'W2JiiDc ooulh_. hom 8laliJI&nd to Jrn.odg 
trap lbe Soviet fo.- eouth or lbe riTer). ........_, 

GerlllWI t.ir fcroe, operr.tiQc ,_ ad-.-1 ._, be& 
lbe raiiJoeda ou~ of l!lalincrtod and obippina ae the 
A probable nen move would be u tJtempt to 

Mlaiblial:l t.bridgehead about 4.() milee uorrlh.-or lbeaity and 
the eaato:nmoet put of lhe Don. 8ueb r. eroolioc would 

to out Btalinirtod'e only raillloe to lbe DOrlh and allow 
Germ&n umy to reach lbe Volp abaft lbe ai&y u t. 

where lbe two ri\·- are t.bout ao mo. .,.n. 
lhie inCI'fiUiDc - to lllaliD&nd'• mil ....L 

i~ - libq IbM the Volp m- wll -
~:'!,..mu..Jly 11ae ~ liDe or aapr~,y r.r lbe ai&J • 
~. ... defellden cllbe n... bed, with tboir beeb 

river aDd lhe bridpe d I o)«<, are ~~~Mia& a .....,. 
op.i.oa& lbe numerieally .,per;or m 1 • m..t r.r.. cl 

invaden. Faced with - bla ~ ditleahioo, 
RWIIit.aa wea or 11ae n.. will roobt.bl1 be _.. to 

much Joupr. 

8 
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SltJJi"fNNd: rfldvalriDl <Did 7'ralupcrt c-
The captun! or Stalinp.d would deprive \he eo.a u.;,. 

of the chief manufacturing and tranaport oeow of ........ 

ern RU88ia. With a population of half a miUloD ~ 
containa more than 300 industriAl eNblwh,.ll, a. 
cludins the InershiMki Tn.ctor Works, the &ret ......, 
factory or it.s type in RWI8ia, and the ' 'lled Ootobef 
metAllurgical plAnt, which in 1937 produced 4,000 1a1o o1 

finiabed steel daily. Moreover, before the war it .., 1 
t:ransit point for a heavy river ~c in lumber, 0011, irol, 
oil, 6ab, and lf&in. 

Geographical Faelbr1 in a Fvrlltm- Omnan .Adooo!w:o 

During the past two weeks the Oermana have ..,'!111..., 
admitted th&trainand mud havealicbtly slowed their ..m.. 
Yet in the areas direct.ly ahead of them to the - aed....., 
physiographic and climatic conditiona will put few banienlo 
their path. 

Eaat or.the p.-nt Croot.-in the Don bend and bqood­
the country becomea inereaaiJIIIy dry, and \he poooililiiy II 
heavy rain increasin&ly remote. To the north and 1011th r:l 

Stalingrad, however, the Volga off ore a poeoible line of .w-. 
Furthermore, one of the billieat parte of RUlli& ~ d. lhr 
Urals Uea along the ri&ht bank of the Volp, north aed .,.. 

of Saratov. In t.Ju. area the A\IIUit raiDa Aft l1ria • 
frequent and the rainfall double that of tbe Rootov ..P. 
Yet doeplte these defensive advant.agea,nowhorcint.bieoonl> 
ern area ill the reUef eo great or the rainfall 10 con0111lnhl 
aa to offer more than a temporary obetructioo to a GeniM 

advance. 
South and eaat o.f a tine drawn between Rootov "'! 

Statingrad, the country is n.ot unlike western ~ 
arid, and varying from Bat to geot.ly rolliol· The ..,.-

• 

8naw 

bet,_ Roolov and the Cupi•n, bowe.er, WlJike th<. o1 

~ Ka.nMe. are Utt.le betw than wide t.raeb wbieb 
sprawl ~ the lao~pa. But, free from raiD, the 1011c1a 
lle .readily travereable by all typea of vebiolea and AIJIU8t 
in thia area l.o one of the driest month& of the ;ear. 011 the 
&\'ef'IP raiD fall.o oaly five tim .. durins AIJIU8t and amouota 

to a total of Ieee than an inch. E~ under oxtraordiDary 

conditiona, the sreatoet amount of raiD that milht J)OIIIibly be 
expected to fall within any U.hour period would barely 
exoeed an inch and a half. The rsultins mud oould acarcely 
hold up a German advanoe for more th&o a day. And the 
lAnd is Bat enougb and the rivere narrow enousb not to impooe 
aoy insuperable ohetaoles to an invuion unt.il it reached the 
lootbill.o ol the OaucuiUI. 

1'11< G.,.,.,. .d. ir B§ Drl 

Farther north, while Soviet attaeb in the Vorone~h and 

Bl}'lUUk aeotors have made eome progreee the front hao 
changed very little. Furthermore, the ae'rmana have r&­

S1ricted their air activity alm0<1t entirely to the eouthero 
IOelor. In addition to their air attaeb &I'OIIDd Rootov and 

Stalingred, lbe Nuis have lik...n.e bombed the C.ue&Sla 
port of P?ti. Moreover, unoonfirmed reporta tell of the 
concentration of two ail'-bome divilliona on the Kerch penin· 

IIIIa for a poooihle invuion of the W-.n C.ucaaua· here 
the Nui.o have &belled the Taman peninoula- U.:, nar­

row Kerch Strait. On the Don front, the ~"" have 
apparently Wled a transport plane CApable of carryinlaevtm 

t.o mght toM and landing within a remarkably IIIDall spaoe 
on rough terrain. 

M ""90,... and 1M Rvuian Campaign 

• Undor tho headline "Manganese Qll)led Naoi soaJ in Rue-

81&," T~ N.,. York 7'i'"" baa created the erroneoua imp,.... 
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lion tha~ the acquisition of lll&DpllMe ie ODe of lhe......,. 
aims of the -~ o«euive in eoulhem Rllllia. ~ 
the- article it.eolf ""'*qui~~ \bat.,~~~ 
the British Ministry of Eoooom.ie Warfare, "lhe 0...,. 
material situation [in re.pect to ~) hoe bee. ,. 
lioved," the eeption rep,_, lAo the fairly ClOIDQIOD lendaloyto 
auribu~ to the Germana a war defici.eoey In V&riooo­
modities. Tbe actual llituati~ far M manp• i 
concerned-is qui~ different.. 

Raw materials exper16 of the Office of Stn .. aer.;. 
point ou~ that at the outbreak of the war, o.n...y, 
minimum foreign ore aonaumption requirement (110 P1ft011 
mangan-) wat1 about 200,000 toll8. Of lhia amouDI, c...tal 
Europe, the Ballw>a, and I taly supplied 100,000 klGI;, 
1941 ..,d potentially oould aupply about 200,000 Ions. Tbt 
Reich auboequently obtained acce88 to the m•np- do 
posits of French Moroooo (1!14.1 production, 310,000 "­
potential: 70,000 tona). In other worda, OermaD1 at IIIII 
point oould have made up ber deficit out of otocb I« a r.. 
years even without further oonquesta, althouch her liloMa 
position would have been vuy &trained. . . 

With the acquisition of the Nikopol de~ lAo in the U1aainr. 
however, the Nuia probably obtained between 400,000 au! 
500,000 tons of vuy good ore for 1942. Law they may bt 
able to raise the Nlkopol output to the pno-11141 ~ ci • 
million tons annually. In the ...., of m•naa-. II II 
c:aee of various other malerials, the Reich hal 
balanond wanimeeoonomy,lhanka to Ita tierrilorial--

RAF U•• of Uoe 4000.Pound Bomb 
The increased uae of two-ton bombe by the RAF in 

tioDB against Germany marka a tactical cbanae Ill 
importanoe. Tbe proportion of two-ton bomba to 1110 
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wticJ!t of hish exploeivea employed baa riaen from an averop 
of about 20 peroent in the three monlha ~ June 1 
to about 40 peroent for the major raids of June and July. ' 

In area bombins, hich lllq)loei.,. are ueed .-lominanlly 
apinst eecton of t.he city oontainins indllltrial &ll&bllob­
ments and other buildinp of modern aonstruction. The 
efl'cctiveneee of the larger bomba, while not double that of 
their ooo-ton oounterpo.rta, ill appreciably greaw. Apinat 
rciolorond oonere~. lor example, European type 2,201)-pound 
bomba would normslly be expec~ to penetrate to a depth 
of 2.6 feet, Ieavins a craw 6.2 feet deep and 18.2 feet in 
diAmeter, while 4,000.pounden under t.he oame conditioM 
would penetra~ 3.3 fee~ and leave a enter 7.7 fee' in dept.h 
by 26.4 foo~ in diameter. The radius of t.he c1ao«er aono from 
I1'116JllCDte, however, io estimated to be doubled: 1,200 feet 
lor lho ono-ton bomb, 2,400 foe~ (nearly half a mile) lor tbe 
two-ton bomb. Coll8e()uent.ly t.ho total area over which 
damaging fragments will be burled io ~ no Ieee than 
four limes. 

M iMr Alto(Q in EWP( 

Tho British attacked on all three aectors of t.he Ec;n>t.ian 
front on July 21-22 and achieved minor objectives at r&­

)lOrtedly beevy cost. These aUacka were followed by a lull in 
which artilluy and patrol aotions domina~ t.ho fiold and 
forced ellgbt British withdnwals from ~ pooitiona. 
The Britiab apin attacked on July 27 in the northern and 
...,tral aoctors in what alao appears to have been a Umi~ 
~ioo. Lateo\ reporiAo indicate that the &oa' ia relatively 
quiet. 

Military obaerven truggt~~t that it may be Auehinleck'a 
purpoeo to US<l hia preoent numerical superiority in planes, 
lank., men, and gull8 to reduce Axis strength in i~ p..-ot 
poeition, rather t.han to attempt to drive the OMOIY back 
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to bel.t.er eupply poeit>on& Theae tactics mitlbt be eleoli.t 
in a lbeat.er where only relatively omall fONa ,. ~ 
Rommel in tum appeua to be seltin& enoup IUJlllliol by 
truck (and Jl(lellibly by eome 1188 of the raUro.d) 1o ..., 
him to defy earlier predictions \hat he muat either t.r.t 
through or ret:eat to shorten his expoeed linee of commume.,. 
tion. The peak -n for both heal and 11and 11orm1 bu 
now pueed, & fact which may make p.-ot J)08itionsoliPtly 
more bearable. 

Allied air fo.-, with American bombeta pi&JiDc 11 

increaain&ty important r61c, continlled to OOI:ICelllrale ,. 
enemy vehiclea, shipping, and po~y oo Tobnt 
and Benglwi, and on shipping at Suda Bay in Crete. llo!pite 
theae attack&, reliable IOUI'008 eetimate thai Axia ahippiDc 
prtoenl in the harbor at Tobruk bas averaaecl subeluUally 
more than 15,000 tone a day during the past 10 da11, wbile 
Matruh is believed to be reoeiving about 1,000 Ions of tiJip. 
ping a day. 

Reporta of troop movements in Italy and doWD ~ 
the BalhM have inereaeed and have eaUied fu:tber ...... 
lion about the Jl(lellibililiee of an attack on Syria. P&rllloop 
maneuvers and a new headquarters in the Aegean 1000 ba~t 

been reported. Germany' a commitmenta in RUIIia, howmr, 
may well be too great to allow the undertaking of eud> • 
campaign. Air reinforcements on any I~ eoale lla~t 
apperent.ly yet to appear in the Mediterranean, and U. 
would be esoentiallo the preliminary reductioo of ()ypNI. 

U is known that some Oennao unite have been lion It 
Egypt from the crowded Aegean area, and more are~ 
to foUow. The Italiana are alao believed to be aendiDc­
able reinforcemenla to Rommel. The Allia revealo lilt 
importance it attacbee to ahipments going by way .•f Sicily 
by the high price it baa paid in reeent plane 1-m elcrV 
to neutraliae Malta. 
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A Rqorl "" TurkiM OpinUwl 
In a ..,...,.a! review of 'JUrldob opinioo, a •b>ed ob­

eerver reporta optimiatieall,y from Turkey that aenlimeot in 
favor of Ruaaia, Italy, and Japan io nil; that the Naaio are 
popular only among buaineea men and the Anneai&na • that 
the Briliab are well thought of ezoept by rellcloW: and ' 
nat.ional.i81 exlremisla; and that the United Stataa;. popular, 
!hough OU!peelad of eome Aoglo-St.xon aloppineea in military 
allairs. Although the ruling claaa fe&r8 Bolahevika more 
!han Cl«mana, our obeerver alalia that the 'IUrka are re­
oolved to 6ghtfor ~bar independence il Co.-! 1o it; lbie idea 
is firmly rooted in the peaaant mind. The &miY ;, in r;ood 
physical and moral ehape. The new prime minister, Sam- • 
ooglu, beaid.., having the drawbacl< oC a deep hatred or the -
Soviet, is perhaps more alippcry than hiapredeoeeaor,aooord-
ins to our obeerver, and is inclined to think he can oulwil all 
men. 

Tlte Tvri<Wt W1loot Sloortt>go 
The wheat situation appeara to have eauaed eonaidMoble 

alarm in Turkish Government circlee. FnUowing "'porta or 
the availability in Jatanbul or only a (ew da)'8eupply and of 
tho cutting or the immature harveet in the Treblaood area, 
lhe new prime minieter asked the United Stataa lor aid and 
requeelad that wheat shipment.! be liven priority even over 
military auppliea. Some wheat waa obtained rrom omall 
Britiob Levantine atocka. Preaidemt lnoDu bimael! ... t 
into the country lo view the altuatioo. 

A Cood expert in the Oftice of Strat'lic Servi-pported 
by a late cable from Ceiro 111ggeala that the 'JUrldob ebort­
age ia only a Ioeal situation and not or peal !mportanoe. 
The 1941-42 crop or 3.6 million tone, whileleea than the 
bumper crop of the prevloua >"""• ebould ordlnarily be 
eno\llh lo cover the relatively high level or domeat.ie con-
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aumptJon. However, etockll requleillonecl by \he 'l'ualdol. 
anny, eome relief ehipmenta t.o a-, wldeopreod ~ 
boudlnc, and late barvee\ln& or tbe cunent mop, ~~a,. ,.. 
doubtedly created locel abortecM, eepeeially In \be ehla 

Sinee there &1'6 reports of et.ock.lln IOUtbern -.lol 1ona 
or Alia Minor waiting to be cleared, it Ia II'G lal that 11a 
p.-nt problem may be one or intemal diatribaiioa. n. 
amounw involved appmr t.o be cnall. Moreovor, 1111 ~~~r­
rent crop ia expected t.o be available t.o oollllllller8-lbo 
perhaps not in the citiee-in a little over a lortnicbt. A.y 
relief prior t.o that date could come only from Near Eut.n 
aouroee. 

In the Lebanon, criticiam stemming malnly fi'OIIIIM bNd 
abortaac baa caused the reaiption or tbe ministry. llmr· 
ever it ia expected that the new cabinet will be mueb lib 
the iormer, and in general tbe cliaordera of laet ...- 11'1*1 
t.o have paeeed. A further ellort ia belnc made to odj1lli 
An&lo-French relatione in the Levant. 

Reporlo frlml Iran 
Difficultiee between Britiah and American reP"""'!li&U\'01 

in Iran have been p-eat.ly cased tbia week, loUowinc tilt 
arrival of the bead of the United Klnadom Commeroial Corpo­
raUon. He baa apperent.\y ended the Iolli oontro~ ~ 
oontrol of imports and their diatribuUo..-peei&lly lrilll 
reptd t.o Ures and truck&. The UKCC hu ~ to ... 
at once t.o Iran 3,000 t.iree previO<IIIy requlsltioood. Pto­
poeala foradvieoty boarda tosupervieeloocletulr.&Dd inlalplll 
are aleo belnc developed. 

'The lAtter &1'6 made ~t by tbe Iranian wheat...., 
which ia largely attributed t.o administrative and lnDiflGII 
dialocatiooa resulting from the war. Iran ia nonnall1 ... 
auftlcient in breadgraine, but in the laat nine months~ J!" 
to import 50,000 t.ona or wheat. Thla ia a burden on sbipPDC 
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that might be ueed t.o eerve RUMia. Britain ia reported to 
have released 6,600 t.ona from military euppllee t.o help bridp 
the interval until current barveeta come in this month and 
next. This barveet ia eetimated at not far below normal 
and American obeervera feel that a &ood adminiatrator micJ>; 
111'0tch it out to cover eoDIUIDptioD needs fO< the ClOIDiD& year. 

During the paat three mootha Ja~ ~ are 
~ported t.o have been recoonoiterinc the approocbeo t.o the 
Penlian Gulf. It may be obeerved that similar operaUonl 
were noted before the submarine e&mpaign in Moaambique 
Channel. 

(HNM" ~of 1M Frmdl SiJU<Jti<m 
l'olsibly aa part of a plan t.o make Laval more palatable 

to the United State&, bilh Forei«n Office ollieitJs in Vkby 
CIOI1Linue t.o emphuiae their fern of Doriot's MIIWDplioo of 
power. They poin~ out that, in the w;.Je variatiobl of poliey 
toWard hanoe of the Oennan • ore~«n Offioe, lobe Anll¥, aDd 
the Oeatapo aDd SS, it ia the lAtter t'ti'O groupe which are 
bo.eking Doriot. Altbou&h feeling that Hitler could inetall 
Doriot at any time, th- official.e state that they have 
adviaed the N aaia agalnat the move becaWie of iL8 poeaible 
clJccL8 on French morale, the French fteet and Empire, and 
French relAtions with the United Statea. 

It is reported that 15,000 fo~ Jewa have been sent from 
lhe Occupied Zone t.o labor in eutem Europe. V'>chy Ill tee 
that it baa no control over tbe lilual.ion and refueed to eo­
operate in it. However, Fleoch ""'darmea are reported t.o 
have helped round up tbe unfortunate&, althou&b oome 
&endarmeo ..,..;goed rather than execute theee ordera. Pr.­
aure for a similar move in the. Unooeupied Zone appears t.o 
be mounting. Althou&h Laval ia not a Jew-baiter and ia 
undoubtedly feadul of the popular reaction, it doea ool 
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a ppM!' prob&ble tha~ he would make any illue c1 .,..,... 
Oerman dem•ndo for IUCb a IMp. VJCby claime to be ..... 
olr ADI demanda for tbe reWnl or political re111peo, ._.,. 
tboucb admitlinc a few uoeptioae. ' 

IMt ftek the Paria p,_ announced that ~..., 

preparing w aend the fim trainload or priloDert boel: to 
France under the labor ac:eemen~. H wu frankly 11Ua! 
that they would oonaiat only of older men &Dd ~ 
'The bubble waa broken lhia ftek, however, wheo tbo Vdy 
p.- announced tha~ tbia ~oad would not be_,., <riew 
or France's disappointing labor enrollment. Tbil ... 
m&neuvre may have been just a deviee to 1timulate nmil­
ln&. which is estima~ w have rotaled only about 18,000 1o 

22,000. 
The possibility of Franco-German naval oollabo...W.. boo 

been raised &pin by a French naval oflloer, aeoordiJI& 1o a 
report from Bern. Altbougb feeling that DariaD -.ld DOl 

dare uae surface vel8ela againlt the Alliel, the ollloer belioN 
that there are indicalio01 of arrangemente w turn onr per­
hap8 ~ submarinel to the N uis, an ~ more cli8i<odllo 
detect. Although thia oflloer cited a reeent vilit or 10 Ger· 
man t.echnicians and 40 officers w the Toulon ••'-riot 
baae, a more recent report from Vichy indica~ that there io 
a1 yet no subatantial proof of any such arJ'IUI&'U'Oilt. 

Reporca 11/ a- PrrparatiqM m NonA Afric4 
Reports from acattered ..,.._. oootinue to ~to ;.. 

ereuing Axis control and preparation in North AlriaL A 
high French financit.l officit.l, reeently at Bern, ~1M 
Nuis have plana for building ooastal defeneel and au~ 
aimilar w thoae in Franee-.U with Vichy approval. -
the Allies invade the area, our aouree feell they would ~ 
joined by many French unilll in AJ&eria, with ,_ • 
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Moroooc, and a1i1l fewer in Tunlo. Men like NG~UM would 
prol»bb;t foUow the tido cl bettie. 

~ hicbl¥ reliab!& aouree liN bt.lla oo-, Fl'encb om.w. .. 
beiDa .-..,ontly diaplaoed .,__ their polidcal IYD!Pithieo 
"""in queetion. General Juin himoeU hal now been ,. 
called w Vichy, and it ie laid tha~ il ba returns it wiU be with 
new instructions. There ie aieo a rumor w the

1
elrect that two 

ahiploade of German anna and ammunition wiU lhortly be 
landed in Morooon by French merchantmen. 

AzJ unoonfirmed report 8UI!PIIa that the -.1 which 
recently brought to Casablanca eeeenlial par~.~ or the French 
warlhiPI oow. inW.ed at Martinlque, aieo carried a eocret 
meeoap for V1chy w eend epecial radio equipment a1 Plrt of ,. 
the return cargo. 

hi• Pro'fl090nd4 and 1M 1'/orcal of War ;,. M a"""vrio 

General Y amaebita, victor of Sinppore, hal been -t ~ 
Manchuria, ...,.,.,.-ding to Korean IIOUrOeO. Olbcrwile there is 
no sislillicant new evideoee or Jap80eae activity in thal area 
except poooibly in tba realm or pro~. ' 

Although Japaneae pubticlty hal in general obaervecla tone 
or propriely in detJin& with Ruasia, it b .. wamod tba Jap­
aneee people that the democraciee might dioouade Ruasia from 
her preaent wise and pcaeelul oounoeand indueeher ~become 
amr-ive toward Japan. At the oame time it hal allUred 

tbo Japaneae that the covernmeot hal taken adequate~ 
~ti..,--. In the eircwnst&neee it would be -..r ~ 
obilt the PlOPICIUlda line rapidly ta CXJDvinco the public that 
the Ja-anny in Manchuria is executing an "o«...a-.. 
der ........ againat threatened RUIIIian agreesioo. 

The Berlin and Rome etatlons are aieo circu.nlspaet on 
au-.Japaneae relations, but u.tellite Axi.o stations, euch a1 

Saigon, are more outepoken. Poeeibly theee stetions are 
UJ>der looaer onntrol than tho primary stetions, &Dd oone&-
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quently more re..tiog, or they arc perbapa ~ • 
Nina in a war of nerves apinlt Rulela aDd ber .w., n, 
Nuie, in part4~ular. may be apre&dlns I"WDDOII oi l ..._ 
~()tiona aimed at RUMia in order to prevent tr&Dif• o1a. 
rian unita to the Oennan front. On tho whole, howw., ._ 
probability of an aotual Jap&n- attaek wilhia 1M • 
few weeks ia beli~ed by obeervmo to be the b.& C"IJ' .,._ 
of preeent Axil publicity. 

TM J apam•• Dttl<lop Their Aloulian Pooiti<m 

At heavy eoet tho Japan- are 11()\.iveiy eodeavcn.. 14 
ll.reJlSI.ben their bold on the weetorn Aleutiana, aDd .,. 101 

believed to have landed on Adak lalud, 300 mile~ 
of Dutch Harbar. Air reconnal.ance reveak inawed 
acUvity on KiakA laland, including the preparaticll o1 a 
landing strip for planes and the probable occupation of Lillie 
Sitkin island 40 milos east of Kiaka. ReoollllaiaDoe bM 
aleo sighted numbenl of Japan- sbipa in KiakA harbor, lor 
oxample, about July 18, what were believed to be a t.uJ. 
abip, two heavy cruiaers, threo destroyers, aDd fouriWiiliorr 
v~. Th- Ja~ preparationa have not poccnlllll 
unhindered. Since July 3 American submarines ~ 
in the AleutiAn area have sunk eix Japan- doatroyen aod 
damaged two others. 

J~ &ltM TAN&...;,. Nw o.m..o 
Havins failed to take Port Moreeby by - (the~ 

object of the Coral Sea battle), the Ja~ baw.....,.bJ 
land, advancing their ground unite to within eo air 1iDe ... 
of thia last Allied baetion on New Ouinea. Aftar a~ 
landing in the area of Buna, northern tenninuo cl 1M col! 
"roed" to Port Momoby aoi'OII the fUII:II!ICI 0..... 8IMII1 
Range, eDe1D3' unita advan~ in1aDd alool the roed • for 
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.. Kokoda p __ ....,ly halfway to Port Mo..-.,. So r, 
aside from patrol ~laabea, the J...,.._ have .;,. u~ 
oppoeitlon on the ground. 

Tho initW landinc wao made at neaM>y Oooa Mieeion 
tho Di&ht of July 21/22 f10m four tran~poru, by a fo 

00 ~ 
berinc betooeen 1,500 aDd 2,500 troops. By July 22 '::! 
fo... .....,_ cnft had departed DOrtbward Moarnrhi!e 
however, Allied ilyel'll eank two tzueporta, ~ &DOihor' 
hit one destroyer, aDd maint.ained "'·"·· "'-~-- ' 

. , d '-~·'Ia . -... --- attacb 
~· groun wowu tiona and supply durnpe. 

R40d 1D Pm M Gr<llbv 
From Buna, a tortuous poadod trail winds throuch niJoya ' • 

and gorgea to the main Owen Stanley &u,e. where it ' 
ci'OOIJOB a steep. paoa at ~pproximat.ely 6,000 feet above -
level. The trail was bull~ about 1903 to !live aooeoa to the 
Y odda gold6eld on the northern slopee. Air tranoport to 
the. goldfiel~ has reduood ita uaefulneea, but it still aerves 
vanoua native aettJementa, mi!eion atatioos ODd rubber 
plantaliooa along the routa &Dd has been lr.ept 'in ,......,,N.r 
good repair by local t.ribeemen. 

:'onnall,y the journey from Buna to Port Moresby over 
lhtS route would take about 12 days. Motor transport ia 
out ol tho quost.ion. Apart from steep lfldee much of the 
trail ia marshy &Dd muddy, &Dd tho atreuna .;,d gorgea are 
bridged by lla~topped lop or at moat a awia&iDI bridp ot 
wire or rattan, eaai1y deatroyod by guerriJlao. An overlaod 
attack by this route would thus faos aerioua dlffieultieo o1 
suppl,y. 

Noverthel068, the now baac, if it~ be held, pula Ja~ 
land·bal!ed pursuit planea within easy r&n«e of Port Moresby. 
Uae of the air6eld at Kokoda, 50 milee inland from Buna, 
"~ plaos the Ja~ still c1oeer to the Allied t- aDd 
mi&ht be preliminary to a joint attaek both by -and !aDd. 
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NeutlaliutOon of Allied air power at Pori More.~~1 ·~ 
more than 70 Ja~ air au.eb oo w h&.,. .,_ 1IDIIIIe It 
do-ia probably the minimum Japa._ object!.,.. 

Acticilv in 1M SolomoM 
The Japaneee meantime are st.reogthflllin& t.bolr t.u.;. 

the Solomona. lA.rp alrdzomes are under COIWinlclioa • 
Ouad&lcanal Island, where an enemy foroe of - 8,1111 
ttoopa ia .u.tiooed in the Lunp u.. On Florida w..., 1 

.-nt eetimate plaoecl the number of lloopa at l ,IQ), ...,. 
oentrated chielly around Tulagi. All early atw.n .. to.., 
Eepiritu Santo Island (much farther oouth-) or oae ollbt 
other ialands in the New Hebrides group, II envillcod by 
eome obeerve111, who point out that sueh an alt.aek woold be 
designed to eeeure air baeee from which l&nd-bued liftllfl 
oould be ueed againat New Caledonia. 

CAungi<ing Air Raid 
Cbi!Dikin8 baa had ita finlt raid in elewn 100111111, 1111 

aooording to Cbineee acoounta the reeult.s of \be alllct...,. 
in happy contraat with thoee of last summer'e heavy l>oml> 
inge. Cbine8e 80Ur<lC8 credited pilote of United Stalell fitlller 
planes with turning b&ok all but four of I!ODie 6fty Jopu~~t 
bombere whieh had started from Bankow, and, ocoordillc» 
Chinese obeerven, even theee four pl&nee dumped lilol 
bombe 1reiJ outside the city. The eleven-month luD wtiS 
smoeded the Japanese attack baa been ptefully ~ 
by the resident. of the Cbineee capital, and the rocent /JJJI1io 
can air raids on the Japanee&-OeeUpied oentere of ~ 
and Canton have been strong stiroulanta to Ch~ 
morale. The evident failure of the latest Japanese reid will 
further bolster Cbi..- spirita, it is felt. 
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Meanwhile the J~ may be cett!nc re&<~r to !eWe 

!rom more toWD8 aJooc the Cbokiana-Ki&llpi railroad 
ae«>rdia& to reliab~ Amerie&D IOW'COI at ChunPilla. ~ 
Ja...,_ arc e.'ttortin& fund& and plunclerinc on a oomewhat l 
mo111 t)'lltematie ae&le than they would if they Intended to \ 
rtnoain in permanent oooupatlon. (',ontinued Chin• PNM 
aooounll of OliStary p.-.re being exerted oplnot Jap&nes&-
beld atationa along the line would soem to iDdloate that 
Cbiu.... authorities are expectiDg a further Japaneae with­
drawal. However, military obeerv ... here believe lbe Jap-an- will not yield the four key pointe tb8)' bold iD Cbekiacg 
Provin~: Li.bui, Wenehow, Klnbua (Cbin-hua), and 
Chuhllen. • 

Crifil't &buku 1M Ctmgrut 

In a broadcast directed pri.m&rily at the Amerioan people, 
Sir St.atrord Crippa baa declared that it is unthinbble that 
the threatened civil dilobedienoe oampaign ol a "viaiooaly" 
hlce Gandhi abould imperillbe war elrort of lbe United N ... 
lions in lndia. To yield 10 lhe Congrees, Crippa mt.intaiDed, 
would mean chace in the peninoula. "It ia of ae much in­
tereot to the United States aa to BritaiD and ChiDa that 
IndiA remain a safe base for operation& agt.inat Japan." 
Moantime, in the oolumna of Hori]O", Gandhi baa warned 
t.he Japaneee: "You will be oadly dlsappoiDted if you b&­
lieve that you would I'IIOilve a willing welcome from India" 
lin the event ol an invuioo). 

Faced with the menace ol civil diaobedienee, the Oovern­
menl of lndla baa lifted the ban on lbe Communiat Party. 
Such a step, in the view of an American obeerver in New 
Dtlhi, is a logical extenaion of the gnvemment'a policy of 
wooing the pfO.RU88ian, pfO.war Left wine elemenll in 
lndla, &I a oounterweichl to the CongNM. Tbe oame 
obeerver baa ooncluded, bowever, thai onlY the intervention 
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ol loll outetanding third party, t.ruatec1 by bolla ..... 
ave~ the camp&isn of civil di8obedieoce - ......_. ~ 
Gaodhi aod the Concr- WorkiD& Commi~ ., 

Meu~t.ime there arefW1heriDdicalioaalbat-o..,. 
'-den are oot 10 inti&Diiplt u G&Ddhi. """""'i'c"'., 
Chi,_ radio, l\4aulono Asad, preoideot ol tbe ea.p,.,-. 
declared in .., interview ~ lhat boclr woald ba...,. 
necotiate with the Bril:iah for t.emponry poliliell ..,.. 
menta for the duration of the war, provided IbM lba lJiiW 
Stat., Chin&, and Ruea are prepared 1o lin oolednt 
guuanteea of India's independence alter tbe war. 11"111 

tucb a guarantee, Asad concluded, the Conpw ..,.,y 
oonaidcr any propoeal advaneed by the BritAah for a llllliM 
11ettlement. 

TJ,.Indilm RU:e ~ 

A ,_.,t atttemeot by N, R. Sarker, miniot.er ol ........ 
health, and lands, ealim&linc Indian food ddi . . •• 
crop year 1942-43 u betweeo two and three mi11i<a to., I 
probably over...tanniat. An&lyai.o of tbe problom bJ lool 
oxperta of the Office of Stn. ServiCM .....,.U IIIII I 
Indian oonaumption were up lo desirable sWidarda, • 
de6oieney would be even ~t.er tbao Sarker'o ..,... 
But meuured in terma of auppliea actually availlble ia PI" 
orope yean-not infrequent in India-the eatimled cleWI 
Ia loll exageration, one million lODe beiDa: • - .-, 
-te 6~ Moreo\>er, the ret.! ddic:il will ba ia lio 
auppliea rather tbloll in all pain&. And it will ~ 
affect Madna, Bomb&y, and C.yloo-with -"'Ill 
' foonnal'' ebortages in ot.ber a.reu. 

lnt.emai...tjllltmellta in acricultural producti<m -­
eolve India's food proplem. Sbippinc obor:tapo ...t ... 
lema of intc>al t.rt.nspo~ will doubtJe. make it impoooiblo ~ 
impo~ adequate grain auppliea from outaide India. Nor 1 
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there enoiJih autplua rice in the world-eluding J.._ 
bald terriloriee-lo make cood Ind.ia'a cle6cit. In otbar 
words, the loea of Burma hu obll&ed India 1o seek a aolutioD 
for ita food problem within ita own borden. An iDCIUIIed I 
utiliaatioD of vuioua belolla and root crope, 1o which the \ 
Jodiana uaually ,_,rl durl.oc perioda of food crop aboriacea. 
..., provide anme relief. More impor1ant, ootlon acreace ct.11 

ba convmed lo rice, and jute acraace lo otbar pain .-. 
duction. 

TIIUlOFil o Cuban Break willl Spcin 

With a recent order from tho Minletry of Communieationa 
forbidding the Spaniah Emb&uy lo despatch wireleaa or eablo • • 
meaaapa in code, Cuba ia now reported 1o be moviJJa lo......-d 
a_.,.., .. of relationa with Madrid, and baa ,_jvecf ...,.. 

ODCMI.bat such action would bavo the enUre approval of the 
Slate Department.. Tho Cub&n Gonmmeni baa Jibwiee 
forbidden the exportaoon of foodaw& and otbar materiala 1o 
SpeiA, on the aaaumption l.bat aucb abipmente 6nd their "'7 
into lho banda of Hitler. And Cub&n authoritiee bave just 
'""'ted the Count de Bailen, fonnar Spe.nisb Minister 1o 
Panama, and are showing greater vigor in apprehending Axis 
~nUl and Falangistaa. 

\Vbilo antif88cist Spaniards bave organioed a U"i411 
Dtmocrdtico Elp(J.fl4/4 (Spaniah Den>oeratic Union) in support 
or the public demAnd for a breach or relations with both 
SpeiA and France, rising popular -timelll fa>11r8 ....,.,.rution 
of Ruaaia, a step lo wh.icb Pre.idant Batlala ia known 1o 

adhere. A rootion ~ ....,.,.rution ia """ peudiDc in 
Concna Masonic loclgeo, the Provincial Counc:iJ of a... 
bana, and many trade uniona ban adopted reeolutiona 
flVorablelo reccsnition. 

Tho F'rmte NG<:iorlol Aftli/<Ut:UI4 (National An~ 
Front) "10811\ly held a large ,_ mooing in llabana under 
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8-.r 
tbe presidency of Dr. An&el Al'*W Ginudy ood eolleclod 
more than 60,000 ~ for tbe United NMioa~, Ia a,. 
fuep, Biebop Dalmau bu beeo oa1liDi upoa ~ 1o 
defeat tbe Axis. 

Anli-Axil groupe are tJao repoa1ed to be ......,. -
tuppor\ to tbe oomilli D&tiooal repuatioD cl - 11 
mlliW'Y eervice ~nina A\IIUA I. Tbll il 110111>q 1111 
of tbe Communiat. Party in ita ~. Btr. '1\t 
oomin& l'fJiistnlt.ion is to apply to men 18 to 25, but all • 
18 to tlO will eventually be involved. ~'- wiD bo 
given military training for four mont.ba. 
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SUPPLY &OUTIS TO CIIIIIA TIUOUGB &USSU 
,. po~t~au.IIU. ol u. ftttool ...... cu. .....,. ..... -\rolled 

... tiWCJ • .... « ~. ,_. ,.....__., poll"-l -plec*be· Mid 

.aiwtniNNblk~ U..Am.ao~u..t "I ............... 
M ~btU..,.., r...w. e.ouo. ol * 0... fll ltn.tcio 8en1eM. For a 
......... ool•lloolo IJM-tl....,... Nd ooboiMIWdeiJ-tl­
M (;a.r... lben .,._ 00 •tWMklrJ IUbl\ltV'- for \M t.bort.w land aod ..ar tolt'­
bd ....... India ud Chma. TheM Ia tum .,..I)Oot. be hdlJ autbed. unto U.. ADJee 
rtOOIMl"IHII' nor'UI~m Burma. 

A\ Pf'IIOt, utdo from tbo rouW. be.t. .... o lrwl!A &&d Cblna b1 wv of A.....a 
ud Tlbtt., aU rem&ltliaC Uoet of ovHIMid oommunl~atloe1 betweoo (;l.&na and 
w Al1JII PM' Lhtooah Turte.tall or Woaaou, oon...,P,& ba.ll)' upo. UM 
.....,, _,..,an cltJ <II Wcbow La K~r.~1111u Ptovln.ot C.. MIOOCI1JIIM7fnc """P). 
n.t~\101 f'OOt.el (a) by liud throq\ lr~oo lAd India to thll TllrttN.ooe'beriu 
-.,., !1>1 •• ""' .....,.. --.-<•> •• wt ... ......,..., <•> .,. Md ud alt tro. Iodll. u..ro..p T'ut•t&a. 
,_ lwPoPol. t.M a_..~ • * 'l"'llt• ~ u.. •• eo •'­• ..,. ,.... LJmaP ~ &o a........_ .. ..u..c..d ......,. a. .. ., 

UOD.-d .a.. AD roase. ....W. f_. M-.,..._ •10 Usa ..&l lNat .__, 
a 6\r06il,~lt...,~ha~e;ood......_ s. ... w ... 
llfiiiPkl cr-Uoa ol p.UIDc ........ \o ... rOrld ., ~ eoald be .. ...... ___ o<ill..............,.a,llwtli\MI. 

,.., •• ~,.,... ~ o • .,w., "',. .. , 
Cb"*t oftklala h&.,. trequoU, tt.A.d W\ 11,000 ~- olwp,U. a IDOIItlt 

dtU•tnd a\ Cbuc.aklo.s 'W(IQ)4 brt t.bt m.lr~tmum whkb would •lWJ lh. ~ 
ndll\al7 rtqUI~at. ot t.be Chlr~.e Oov•nll'lltB"' While maDer qU~oDtltl• ol 
tupplltl would ba•• MluWJ efttdol, the Obi.HM 1&\Jf't ot 16,000 t4DI • moaLh 
1M! bl aoot,W .. • tcn\all.ft .t.udatd apprvstaM.I.Jq • ",...a.r ud wbl&ut.ial" 
tow ot 111ppllea. ,. •~a .... ct &,TtT,ooo 1.noa. ot 1MOiblt a11111 11,100 ,._, ot oo. prr -Lll 
...acl be ~u.tr.d CO .. ,.. 11.000 SOCII ol IIIJpPiw • _,.UI ffoa 8tqJopol te 
~ ..................... .-.................. -.lllt .... -s..-. ...................... _ ... __ .._ 
.... .,. b.....s OD a kOla ~.-.d, pet ..... u.ir,. a ~7 CJ1 10 ......... 
.... ptt , ...... t.Nr:ik. . ...... pw ,... ..... P'" ...... 
pw .... oll CIOUQJD~ .,., • petftdl)' .... , ...... tJoo clhll Uaec • -... . ,... lllll&or7 ol BunDa R..t tn.a.pon, aed u.. ~ ol ..... orpldM.-
.... wiUI\.NtktftC ~donllD Cb.lna Jlf'OI*, ledJ,oaC. wt u ~ ol aetul 
tlill 111M 1hould p~y be ~ut. \wloe t.bt ~ mla.llrntm-to allow for 
llldlldtftde. Ill opent.loa ol truth, hMlllohft\ dkllibulloe of P' aupplla. l.eaka.p. 
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Unit WI Lbe .oluUQo ~ U. PDtNI ~ U podt ,...,.. tru.Wpped to .......... .,. .......................... rl_,... ... _ ...... _ 
Aad &M .... ~would be..._ leiUJJIPiltac ftMl to bf.p aoccll ..... lf 
'""' fM prob&Mi for the 8erafic11cl Qia.p: .... ru wo.W ,...._ .. .,.,.,_. ~ 

"'- 11'*k ,..._ fro• IO&kll.l& LbroltP VIM ...,. to LMd.ow...,. --.1 -....... 

.. u. ~ MONO'f'C\I', U. cpaH\J' fll*I'Md _..... .. ~ &o ,.._ * 

.w .,.. .... \nil fn:- m. 8Mor .. r....cttow ............... ftllll .. s--­,_,_ .. J __ .......,_ • 

..... ...... ~ 
A ,...blo u ,..,.., ..... to Cbloa -- , .......... Ia A1oob, ... t... 

o"-• b1 ...., ol. v.,.u~ Koltllld. YUuld, ud b\u'-k. a-. 100 ..,.. 
piaate. _,.,tal ~ ac.cr. CD toO 111111 Jt.UDPt; ""hi be r.qu(nd \o mo•• 11.01» 
C.OMIIIco1hl1 trom Patrb&ob to Laoehow. OMOUne l"'C(ulf"'lmeot.. dell.•.-.ct at 
!lotte~ ab11 U~ war, W'OUld to4.IJ approx:lnu.telt lf,OOO,OOO pUoa. o1 PtCiiM per 
11100Ua. f'utl ap1D woWd p~\ lbt maJor dJI!Icu.lt1 ln mo..., au.b1Wit.l61 
III'IIOUJitaol podlo-n:rt.bl.alr l.l.be, eYM 11000 O&rfO pau. wereav~ '9tblll \ 4 
U.. R......_ ulldou.bloedlt ba,..J&rp •&ocb ot a••Une. "'- .,. belGf houdtd • 
111 .. lldpaUoll ol &a ·~ b7 Japaa. Mono..,, UM pro•Woe o1 10 .,....& a 
~ d toel ., Lbt ....-.la.DdJQc ,. .. ~be. Pftdioa1 im~, .... 
.. a.dl ........ .,. aad tbe prweet .vat. .. u.,....,.., 

.UOU. propowd air roaw. ....ad ....,_. Kan.cill _, ~ by ..,- fl 
~ ............... Ka.ttpr. A.-. u,....... u...a. ...... ......... ... 
~ Aaaa.ar....,u.lt,..._JiiM_......_...,. 1f.a.r...,...., 
....., n. ....._. ..aba ._ U... ro.&t t. ,_ *"- lUOO '-Md _.,It 
..... a..._....&. It~ beeo ~ u..& U. ._.._..KMIIpr llitllldioe el 
\WI tOifk _..., bt ~ Ia ....... Hget'o- wkai JMd 1n $ •rice .. ..., 

••edo... thda a ~ rovle alll!t '* tbl N'Of\Aftlll. I.DIC!Saa. nllrold. twa 
Kuaelil to hlbawar on tbt AI~ bofdtr, IIAk hel»WU' aDd KMIIpr b7 
air, aiMI tben roUowtbe old &otiii'Oftd ot Tv'kMCM tbtouah Aq~~~ aocl Tw'tloll WI 
J111nJ, wblf't I~ would }oln tho $1no-8ovlot h4bw_,., ln tbl CMe or U.C rouw. 
&~«~, t~~el ,..matn. tbt ~ obetadl. 
Polideal•N Nt&.orr ~ 

a.l.aa r.., o1 offeadin&: Jap&n loDd Pf'OWIIdiiC J....,_ au.ek il .. PNI"'l 

• ~ poUUcal. ot.ade eo •1U UWIIIII"• .._. '• •PPlwiac a.m. lohrou&' 
Rillllu ~*7 01' ..eo tAroqll &hi RAalrlriM ... ~ cw.... ~ ., 
.......... tAle ..... the~ ............. tollllld....,..,.... .. a......-.~ f ! 1 J 'dii"IL!ftDO& ·"-' ,.. .................. ..... 
.,. ......... to .... pcltiq....,. ...................... cl lMl ....... .. 
....... ""..,.... ol ... .,.. &Arollctl ........ ........, .. ~ ... .....,.. 
......... _.. ........... a... 
~ • ..urou.__.,... .. t..ae~tow. rou....,.udtttr.a.Mft,lt: 

-.let ......... ~·cu. 1M J...,.._ bMe .............. fll\M Npklc--
~ ral.lro.cL n. ~ 1011&4 bft ..... '" olU. .... .-wwd tro. 
Pao-t'ou NOI&ftd. tiM cr-L bead of tN YtDcw Rl...., &lid ~ aou&h ~ 
Nie,pu, A J~ adYanot OD IMJ<.how would oUI ror.,..., __._ blli 
II tN~It or •lr \tt.DaJ)01UcJoa .bouJd threatctiiO b«<IIDI • IM"-Or ot maJor lmpor­
WIOt, ~ J..,._ mjp\ will undert&U •--'"' OUDpalp aplllllt L&lldlow. 
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.APniiDIX U 

GIUUN.JAPANal II.OCUDa.IUifNIIIG _ ......,. .... _ _,. ..................... -..... 
.......... - .. -~ ....... -- ~. 
--..... O..oiBuoooclo -~~§~~s;·~~·~ .. iq -----.. -... ...._.. -· -··Nbbw,...S~ ., *'--
&• ... --~----._,. .. ..... .. pori. of _.... . , ,, ..... ... ....., 
Wa.rf.n bM publlet1 ...,._, ... U. ..,_ ol bt • t n .... ... _ .......... ..a.u..-, ...... ,..._- ..... .._, 
.U.t.e&ft ... .a .... ol t.bt ..... lrl't'Ol-..1. 

'"_,. erwl G\u,..• 
De•tn ehlpe .,. knOtrD ta bavt ru \obi bloe~bdl tro. ,.,.. to a...., .. 

J~, 1941, e&pul t.bem lla• Ju\W'f, 1942. A\....., • ..._ _........., 
.. ~~-,_ .... plod Europo. o.n.-.. - ... -

... """ .. - u.ooo .... 10,000- .. - (lDelaodloo -·--.. -wbl.le...,. U.OOO &oM ot.., ......W. t,_ S.,. .... ...._-... 0.. ___ .... _ ....... __ ...... __ -.... --.--. ......... - ............ -~ 1-.0Q,ooo_.._..,. ____ ,.._ .. __ ,....... __ .,_....,_ .. __ 
..._._ ..... u.. .. .,...,.., .,.&baa ........... . ..,..,..... ......... .. a_,_....,.._.. pUt. for lboelnlriL 

Tbo u.tllolo lllloloU7 .. - ......... - .... o.-..... 
or 14 .W,.ot '"*eut~ l01tblocl&r dt rJ••'"' loBotde&w: .-._._ 
al Ult eod ot Mar, 1062, 101De 18 thiPI bllool.i.ac to Adt • :bll .... 
tlt tlotll wbJth ooukl makt tbt J0«1mt7 too U.. rar EMI. wl~l NfiNIIIc. 'IJrrll; 
•hfpl br.d a &otal croee repterec~ tonoace ot 121.•10 toot. • .....,..,.._..,. __ .. 

Tbe J~rmao m.o. .. '"" rouw.: .c. \lilt Dvwt. Ld r.. • 
... 011>0., Oood u..,. .. Do>., (10,000 -· ............... Oooo ... 
to o.u, uc.ooo .a.>. A& ,..,_U7 .. J.._ e, .w,. ..,......, ",..... 
-"'" --,_ l!poololl,.... .......tllii>O s_,.,_ """""' .. --~Rio clo , ............. - ..... .. ...... .... -. 
... , .... t. Aa.6..., o.u.oc..._. ........ ___ ..,.... ... ,_,.. 
..... ""'...t- ........... Tbo ....... -· _ .. --Lbe IIONt.bl.)' el AJ.'It acnt.a. who GU ,.quilllU6o ........ ..._... ..... 
UDOOMipltdi p....,. .. t~~o,7 dtlin (n.. .,.,., nN "-' JW;J .. II. pp. lWf), 01 
ol the cwtr1AIId rail roo\e froiD~ to Onn "U. .-..,IIMihodd._... 
the b'ooll.llodt " ' Olbralw. 

1Uoe.b6t·ru•u•ID!I AI taYOnd. bJ tee o« o.pe Boro, wblob on. _..,.:: 
nMrebaol thll)l to .Jip UAOblerred pM\ lhe BrttiP ........ bMI Ia • 

•• 

.... ,....,...... ol ,.,...._.,.. .............. a.-. ... 

....,.... t.IM ......._ t1 U.. - .._ o-t.- ww.tl A.dt ..... _,. 'f01'III wiUI --·· __ ., . __ ...... -.o-.. _ ........... _ ...... _., __ .,... __ ..... _ _ ... ,_ .. __ ..... _,__ ... _ 
............. -'-' .. t rtc....,. ....... n~...._.,.,..u.._. 
s ....... ---~- ~-....,.. ................ . ....... .. 
...... ..,.. d " ...... 

A_PP2NDJX IU 

PROPAGANDA IN IRAN 

hM II 'ht OM II* .,._. U. UaJ.t N...SO.W ba¥t -~ ~ 
-~ 0. ~ pnp~~Mid.a boctt. I• ~t.t a__... tiNt ol .a.-.,..._~ 
.,...., -,,.._ ,...."-~~ .. . ......,IIW.rorudld 
N..._ ....,...._ • well • • ........,. ,_ Pf'"lail \lie; ._., - .. 
•ldNI ...... ., pc ...... _..... .. & ..,., ., .. N•• t:...w...-otu..~ot ................. 

n. .,_ .....,._t. e;pp=neee t1 O..U ......_-- • & ...a flU. 
,..,.... flllr&o '-"' .... Rc.ia ad()..-. Brt&allt .... t.au. --....... ., ""-~ ..... w:..-S~~.ut.er. &o 001111 ....... ,..wu ol p&nldoD ........... 
,....,. ttoJ' .. IfiO, A ~ri$7 o1 U.. ............ ltll ...,. CNmu ·o¢• 
Dllrlllf Utt ..., ot 1016-1011 Oermut -. • .-w ... .., 811~, w~ 
ud. othn-ft,. .aM to etlr up ralll\.ar'J ttYOit.t Ill IMD. t~ &.U Brit.IM toO 
41•111 20,000 voo~ to p~ U.e oO w.U.. 

.VIott OM wu, 1.vp DUDibt:n of 0tnnaft 70\1\b asipac.d to ltu, IDcllq OOOo 
ilUOM Ia o...a, d~L 1'bt1 ,... •IWAI SO lab UJ kiiMI ol WOI'l to 
...-.. • U•IDc. u4 ... ~ '1111111'81 '- ea.. ...,.., ...._.... iDdaiiCIW ....... n.t..,. qldet 60d U'Nd.Oil a~ Mt .... abon ...... fllltudt. 
... dlq •u.6ed & ... -...1 Cor ....... Md...., ........... 

.UW a• U.. JOU& 0.........,. t.- .... U. NMI JIII'Vo 1t1 a.-a 
11p ' ' 'n ,......Mdln;oMdclroftoulaD IOPpM'te- n.tllqll ...... 
........... ~u-1~ ..... -.. .,. ..... .uo 
-- n.,..,_ ........ " ... ...------..., .. ....,, udbJI9>Clbad 1 ..... &ll ........ tlr'ldltwDhM~ 
,..,_.......,b711oo"-hulao01~ . • ,.....,_ ... _ 
eo..,., e. I .... their 'rioHee· -.Joa-.4 • ....,. ,..._ fJl tn I 1 t6oe 
....,~. aocl tndL to I ttl...., a.........,._. lWO ....u-t. ..... 
_.....,. OI*M(I., Orachaa'- .,.at lwei•• ~ .Jtb._. .,..UMo la G.nMIIJ. 

1"bt Nadl t.but ldeaUAed u..:.a .. wtl.b lr•LMI tad ............. (• ....._ 
hid I.,..., beta cU.oo~~riiPCI bJ a.-a Md £Aa1Md). 8')' ktteUI)'IAI __...,. 
• .., __ ..... ...... -...... .. ., .... -· Oanuo ... 'IT 
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IDMI)-lbe7 latt.rtd JraoJM prtde aod ~ ............ &. 
IQeQC. o1 U.. two lf'lliClJ po...._ wbo b.d t!m ' ld "-'• bttlta~ 
,.._t. ..... r.UC.. 8o IUoOOellfW ... ..W, ~ ~ t.M ... 4 .. 
&O -..bUlb a Brow. Bow. fD ,..._.., -.d .... t-001 ,._. ._..._. --------...... -..... --W.M of a d*Monhlp. .-biDed wkJ11 Uti 'nt6 ........ -- ... -- ... 
1-.li• ..., ,.,. .... p,,,.,. .. ,....,._ ... _ __ ~ •-ecor-._ .....,. 
.. to,..,... lD ba1ld.Litc lbe r&Dro.d a.od. to brtdp ~ n., .,.._ "'-
• ..,, oot: pollti.U, ml:oded ud earried OD UU.Lt or ao Pf'O~ 

J ap&IMM ProPtCUda cUed .UU·bom. Aboll\ IN2 t.bt two po•m._.... 
bt.t\tr ~nt. b7 t.be tmrll of w'hlcb tht J••• boqtlt Wp q.....W.; 
opium from bao, But. in retum, the allk they Mil\ rot.l(!d oo tht1bel..._tt:,. 
•·ue mMit ot 110ft lroc1, wat.e:bel dkl DO\ n~n. lo two )'eart t.bt J~ ... 11 
t.d odor, and tbeJr val...e to Inn eeued. Tbt Ctm~ ~\ o.,. Lbt \ttdt_ 

~-iriMRt~~n.., 
.,_,. Tbtlavlllloaol Aup~t2.5, UNl, WMMIOCIIO,PioGW bJ'tbt~tl ...... 

................. '""" .... ,._,_ ....... -.. -·-­...... YlntWIItf &8d \Wr dellre &o drtn out 0.... ....- (.t...,.. • ­
IO ... R.-.ollWdolo\be,_,. _..__,, __ .. .... ,.......,.,.,_, 

(1) ....... ti'OOI* han .....,. ueen..t ..,...._ n.n ._ '- • 
dna.d:---. td<rOttt.y, or ... ........_ on..~ .,.. ..al)' a,_...~ 
wllkh bu ~WWed .. Lbe~Qf.,.WLtdo PfOpe.p.ad&. ltudl..,.., 
• m.uotW .,...... wtlb rieh .-a. t&o<tlordt. ,. a-... -. .. ......, 
a 11maJJ 1M* of two to t.eo peuat~l a~~ldl.,. In tJJ lmpot\all.t. vtu.pa. "'-• 

live .,. 1lmpl7 u toM villa,pn, uU ot tht Wf41 In wbMb U.., aot. rid ct "*'"" 
kndk>rct. and bow Lbtr now reoeln oompeMAtJoot In lll.c!Jcln-, td1101dot,tie. 
Thll hM bttn u\r.ordbartly l.mpf'OMI•e to lltt '"th.t.,...l'l)pptn" ot 1,.., t. 
al&n 10kUen havt pUd tor .U tervh.'lll. 

(.2) On....,. OD lrvob u .... iountd the l.t.rpr oeat.era. 1'bt1 .., • fl 
U.. l'tOI.ptl&tl ol T'll'k, U. rictor)' before W'OieOW, tbt btow1.Qc up d Nul .... 
\1M ....,. ol 8kakM. ,.,_,. .,.. fa~ wiUa 5"1,. F&J p· + -._ 1"-
a..... 'Dan ....... \Mt. Nul paauer fotM~~ ou bt ~ 
m 0roqpe 01 .... w 8M1et. .,..... ..., ...... .. .,. ....s a....., 

eta.. o-. ._.. wt~ eo.cu.. ., u. ., .. o....,. ... • __... - ........,...__ ... __ .... , __ ....... - ..... -·--.... -(t) ~~- .......... , -- ("1\ortrlolo .... ~ ... ,...... 
Ia T&bfb. 'T'btr Porilr lbe 1\arb or AnlliiO..Iao Ooaa•~:! 
So•lon ~ eoatrut lotaMr tMck·wardl*t wt\b .,....... 
et..a..., Tb. t.rp bloek o( Turkil~htc I rut. tfho ,.. for'ljJdll• 

Wit ol t btlr ~Mauac .. .. nO .. otbu m.l:aortd•1 .,.. tnCIOU,..cl W toio * ::­
•Y•\em when tb .. eul\ural prtvU01• .,.. a..\1"*'· Bovill paptft "'d..: 
\ta. ........ and J)tomphle&. or &l.q1e abttt.l IIYtn ,,_. wltb \btl pu,.._. .... ,. 
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(l) W:DJ~ ,......,., w1tb hM•r IWaiM \aob aod. a ~""'~'' ....,_ 
.,wbl\loll ol ~ CI&Yalt7, baM lfne lobe l..taali a - of fear o1 a.m.t ..,..,....,__ I 

( ......... , ......... ~n.r. .. --.~~- ...... ___ \ ..------.. ----.--... .. .,. - ( Ciodo&loo) - .. 1-. ,_-... - .. ..... ,... .. _______ _ 
WAo; J « 

1\t Jk1$Wl Ia lrM ~ 'ltry ~ ol ~ u ... Md.. Wllc U., ... 
IM~ AUI\II&. Lbt tiOOpl """ordtnd t.o noW &11 J)OIIIIWe bioocWied. '1'1M ....J .. 
loc-•polp pYt an ~ot ot .-.., .. 41011.\I"Mt. &o Ule Clftllhlq ~ 

eotra.ooe.. The Brltllb polJor ot U:a. s-t 60 , ..,. o1 brlblq or 
"''"ldldo! IJfolllaa J-.den bM m..loCl4l lrula "IIMWlt to ldee\lly Utem•IIY• with 

fur feu cl a l.a.~r ru.Uo.~in NiattloD. It WM ttpOrt4cl SliM ..- o1 
AkObol CNt tbt pan ol Brfdah olftoers &ltd t:OoOD, ...,.olall.r llodoNbJt 1a • W'!MIIm • ,.. 
CIOIID&IJ, I...Surecl tbe Briu.b poeiUoD at Obi t.ialt; b\1, lmpro.-.at bM folloftd 
BrilWt .. Ofta to CIOIIiti'Ol t.bJt 111tuatJoG. "J'boe Olfobt nbldea DOW u.cl fot propa. .... .... : 

(I) n. Nul &ron a .. w ttMe ,........ "~"lotofJ a-.• a .. bool· 
IN.~udwfDclow"~.,......_ T.,.,.,..__.,....,.... ... 
.,. ....... ~ ... pwwdlabaak~~-...-.. 

(I) .\aallrMtiTt~ .ned R..,_.l'l• (1'tit'tw7t-) .m....W. 
• ,,.., wtui....U.. --~~- ...... -.as- .......... .... 
~at~. A ..., ,._,... ~. bee.ttq: lllot pittlft ol Bthalo~. ftotalt.7 .... c&o. 
~\Ill MpLI.Ta: ,.Wq. Aa iU1MvMtd ........... pria&ed .. EcJpc, .. 
cllwlbvttd to tbe tcllW:at«L 

(3) Fl1a MltcUOD \ICifonWL&tt. flkohl.,.. 01 '"Imp~" 8fac"9Qra 

''""'' ... ,..,.,, .. , &ll~ bulloa !lad f.Ueo. 1..,...,.. •lewriel onr Unhed 
tbe Ft.r FM' IUde tbt latwr loolt IDdKtlv.. Otber fltm.lohow 

In IWiebw:J Plalo, et.o.-ta w..t OOn\lut to R~ aod O.nuo . ... 
tiM radJo &be l..raiUI prelw thf Naal ............... M .... ~ br aa 

llltabu, wbm pubU• I"Mtioo ,... ... llld--aod a.ur ~ Tbt 

~~~~~=· .... ~:"'"! h.J' ud ,..,. u.. ~ ol 'led!laUoL 
_ ..... ...,._ .. _....,_ ............ 

hM riUMtCI ..... a.poNGt - ol __.. '*' 
.._.,. t.ae. JarM .... U. .... ot 15 Wma n.. 

ol food liM ....s . ................. ~ , ..... 
, ... , .......... .._ ..... _.,. U.. Vohol - 0.. .... o--. ... _ ........... ......-, .... -~- ...... -
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Ina ... Mbd tor Uahed ..._ad.,.._. .. ._...., •• ......: 
-~........_,.,....._ ... 1 Olea a...r-~ 
...... _...._ ......... ....,. 1 ............. - ....... Uolollliii ..,....,. • ..,....,.... ... .,,....: ........ _,.._,,a 
........................ ''= .., ...... ~ .... 
....._ ... BrkWt. ~; Mit •- a a '-I. ... .... _ .. _ 
c ..... 

Aoa .. boltU..poojlM.,.--Nul ..,.,,._._....., 
ol Ecn>< wllb onoh- oad .,.,.- Uoo loojlo ohM ... ..--.... 
Jru. Pro-!~.' lUI tlemtaM o~ aut. t.h&t, U Bkllr ~ tut t1 tilt ....... 
U.. lrtnlt tbtm.Jv• un drive ou' IJM Brlu.h-a _,. ol U. .... ~ 
BdcWa pN~tlp. 
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GROUP 

JulY Sl, 1942 
9:S{) a .m. 

Present: J.lr . Bell 
Mr. Buffington 
Mr . Gaston 
Mr . Sullivan 
Mr . V1hl te 
J.lr . Paul 
~. Cairns 
1!r. Thompson 
l.!r . Graves 
l.!r . Haas" 
Mr . Schwarz 
J.lr . Stewart 
Mr . Odegard 
Mr. Viner 
Mr. Bloufh 
Mt•s. Klo z 

H.LI. JR: l!.e are exclusive. !lol'lll&n? 

YR. THOMPSON: Jere Cooper's man is seventy- seven 
years old. (Laughter) 

H.U.JR: Seventy- seven? 

l!R. TIIO!.!PSOO : Rtl really ia . 

lffi. BELL: He ian • t younger t han the other 
fellow . 

H.U.JR: I said he is younger than Bob Dougbton. 

UR. PAUL: Daughton is more than aeventy- sevan. 
lie is about sevanty- nine. 
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1:R. TH01ll'SC11 : But t his man is vecy spcy. 

).(R, PAUL: Four m8llbers of the Ways and Means 
Cmmnittee total an age more than three hundred years. 

WlS. KLOTZ: Total an age mo re than what~ 

k~ . PAUL: Three hundred years . {Laughter) 

!Jl. THO'..l'SO!I: I put him to work. He is report­
ing. It is all fixed. 

ljt, BELL: Are you goin& to retire hi1:l right 
after? {Laughter) 

1! .1~. JR: What are you going to pay him? 

J.ffi, THOMPS<N : $1440 a year. He bas a Civil 
Servi ce rating . Be took an examination just a few 
months ago . 

MRS . KLOTZ : Isn ' t that marvelous . 

JJR . BEll: Be is just going to start out on a 
career. He is going to become a career employee . 
{Laughter) 

~. TllOJ.lPSON : Dan doesn 't know we are putting 
him in the Public Debt Service . 

~. BELL: I had a suspicion of it . I knew I 
would get him. 

H . l.!. JR: What else? 

J.!R. THOL!PSC11 : Tba t is all. 

H.M. JR: That is good neVIS. 

l.lR . BELL: I have nothing . 

H. U. JR: Harold? 
{llr. Blough, Mr. Schwarz , and ~. Gaston entered 

the con!erance.) 
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MR. GRAVES: This is Mr. Hougllteling' s report 
on that Gll'leral Motors thing, {Report handed to the 
Secretary, dated July thirtieth. ) 

You asked me to speak to you about a letter that 
you had from 1!ajor N8JDll inviting you to that thing. 
Tha t i s just a form letter that you have. There is 
no r ea son that you shwld go unleaa you want to go , 

H.U. JR: I t is for lunch, isn't i t ? 

l.!R. GRAVES: llo - yes, it is, a luncheon session . 

H.l!. JR: Give him a form answer. 

J.!R. GRAVES: Yes, sir . I suppose the boys have 
tol d you about Mr. Szyk being here !Jonday or Tuesday, 

H.M.JR: Yes . 

{lw. Stewart entered the conference.) 

H.!l. JR: You have got to bring your om c\Jair 
and your O'llll lunch. {Laughter) . 

l.!R. STEWART: I have got my own chair. 

H,U,JR: Well, I will see him, but I told them 
I em not making any appointments for next week before 
J.ronday, 
• MR. GRAVES: Yes. That is all I have. 

H .11. JR: George? 

J,ffi, HAAS: I have nothing. 

H .L~. JR: Cairns? 

l.'R. CAimrs: I have nothing. 
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1!.1.!. JR: Walter? 

1!R. STE\'IAR'l' : Nothing. 

H. l.! .JR: Peter? 

246 

1!R. ODEGARD: We had a very good meeting yesterday 
in Richmond. 

H.l!. JR: Good. 

l!R. ODEGARD:· There were &bout two hundred, odd, 
people present . I was very agree&bly surprised. It 
was much better than I had expected it to be. 

H.ll.JR: Mrs . J.lorgenthau said you were most help­
ful to her with her speech, for which I thank you. 

I.!R. ODEGARD : She did very well. 

H.M. JR: Good. She enjoyed it . She thought it 
was a good meeting. She was very enthusiastic - very 
en thusiastic, 

MR . ODEGARD:. There is & aimil&r meeting in St. 
Paul on the third. 

UR. GRAVES: That ie the fifth. 

!.IR. ODEGARD: I mean the fifth, I beg your pardon, 
and they nnt very much to have a ape&ker from the 
Treasury, if possible, and I am just c&lli ng for 
volunteers. 

H.M. JR: When are you going to the West Coast? 

MR . ODEGARD: Not before the middle of the month. 

H.M.JR: I see. 

Iaiit ODEGARD: There are two meetings out t here, 
the seventeenth in San Francisco, and the twentieth 
in Se&ttle. 
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l! .I.! .JR: Don' t all speak at once . 

11R. ODEGARD: They would like very much to have 
you1 and if they can't get you , they would like very 
muon to have Herbert Gaston . 

H.l.! . JR: Well, Herbert has just been ou•. there, 
if you don't mind my speaking for you. 

MR. Gli.STO!i : I don 't mind, no , indeed. 

H.I.I. JR: \'/ell, you talk about it. We will see . 

Chick? 

MR. SCR\VARZ: ~/othing . 

H.l.!. JR: Ro;y? 

1tn. BLOUGH : Nothing. 

H.1! . JR: Paul? 

MR. PAUL: I have nothing except that I want to 
report that t he Court of Appeals has decided the Polish 
Rel ief Commission case favorably. The court held that 
the freezing control order prohibited the unlicensed 
transfer of title to blocked property, so therefore 
it is important to t he freezing. It ia the New York 
Court of Appeals. 

B.ll . JR: · Is tha t the one you went up to see Judge 
Lehman about? 

I.!R. PAUL: Did you? 

MR. CAIRNS: No, I don't know the history of that. 

H.1!.JR: I think it was . What else'? 

lffi. PAUL: That is all I have . 
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!.!R. BUFFIIIGTON: Joe O' Connell and I talked with 
Purcell following that meeting on Tuesday, and he and 
!.!r . Paul had a meeting follovrl.ng t. hat discussion If 
you want to discuss with Mr . O' Connell and ~lr . P~ul 
and me about it further , we are ready to discuss it. 

H.l!. JR: Tell Stephens, will you? 

UR. PAUL: I don't think it needs to be discussed. 
We are all so thoroughly in agreement. 

H. ll. JR: Which way? 

J.!R. BUFFHIGTON: Against. That is on those 
trust securities that you spoke about the other day , 
{l!emorandum dated July 29 , 1942, entitled "Examination 
Covering Securities Held b{ State Banks as Trustee for 
the Account of Indivi duals handed to the Secretary.} 

MR. PAUL: The SEC is just trying to get somethlng 
to do. 

MR. BUFFINGTON : That is all. 

l.IR. SULLIVAJI: Last Wednesday the Senate passed 
the bill creating the Rubber Supply A~ency. Then on 
Friday it was slipped through the House , Under that 
bill it will be possible for the director to transfer 
the control of industrial alcohol manufacturing e.nd 
warehousing f r om t he Treasury to this new agency, and 
Ur. Berkshire was very much disturbed about it. I 
found out that the War Department and WPB we~e fi~~ing 
it in a most determined fashion. I talked w1th Ead1e 
Greenbaum who said that Patterson was handling it 
himself' , 

I talked with the Budget Bureau , and they said . 
the. t t here W/lre ten Federal aeencies that were protestlng 
it, but they saw no grounds upon which they could 
recommend a veto. I call ed attention to this fact , and 
they said, "Well, I guess we will ask you fop a report, 
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because this is something that shouldn't be done. • 

Subsequently I have been lead to believe that the 
bill will be vetoed anyway, but the Budget is anxious 
to have us get in t}Uire, and Eddie ie, too, so we are 
sending a report asking for a veto on that. 

H.M. JR: Yes, send one, 

I!R. &rWVAN: 'nlere is a memorandum on that, 
and also J.lr , Cann sent over a memorandum on the 
IIi thholding tax as the result of a telephone call 
from the Commissioner. 

H. !a! . JR: What do you mean? 

~IR . SULUVA1h \'/ell the Commissioner talked with 
Norman and wanted to cali some other facts to your 
attention. I think it is largely a review of matters 
that have already--

H.M. JR: We can wait now until you--

MR. SULLIVAN: I was going to suggest that we 
will have the report on the other matter the first of 
the week, and I will give you that at the same time . 

Since 1939 we have had an arrangement with the 
RFC that every week they could send in the nages of 
the applicants for loans and we would look up their 
tax standing and report to them. The arrangement has 
resulted in a great deal of extra work for the Bureau, 
and it doesn't seem to be proving very much. The 
Bureau proposes that we ask RFC to consider whether 
they want to have that arrangement continue, to con­
tinue the arrangement of always giving them any 
information. 

II .M.JR : What do you recommend? . 
L!R. SJLLIVAN: I think it will do no harm to se~d 

this letter that is prepared to Jt.r , Jones. Do you msh 
to sign it? 

(Mr. Viner entered the conference . ) 
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H.Y.JR: If you say i t is all right . (Letter 
addressed to Mr. Jesse Jones, dated today, signed by 
the Secre tary.) Where is Gamble? Is he out of town? 

MR. GRAVES: No, he i s supposed to be here. 
Be was at the Richmond meeting yesterday, and I 
presume came back last night. 

WR. ODEGARD: Yes, I expect he got home very late . 

H.K. JR: I am sor~ they are going to have to go 
through my office - the things I sign. There have 
been acme go out that we haven't been able to keep 
track of. I mean, from now on, they go out that way. 

WR. SUU.IVA11: I don't think I have taken them 
out . 

· H. IJ. JR : Well, a.nyway--

MR. SULLIVAN: That i s all. 

H.M. JR: I am not being personal. 

UR . GASTON: I haven't anything. If I could, I 
would like to speak to you a moment after the meeting. 

H.K. JR: Sure . 

Harry? 

liR. V/HITE: ),[r. Betata has called up a c~uple of 
times in an attempt to get a reply which I think you 
promised him soon on his question with respect ~o the 
tax on silver. You felt that we might wait unt1l we 
could work something out, and you were going to hav~ a 
meeting, but I think we either ought to have a meet1ng 
very soon or give him an answer. 

H.M. JR: I would tell him to go see the State 
Department. 
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!JR. WIIITE: Well, hia specific question was 
whether or not we had any oblections t o the tax. 
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H.JJ. JR: I wouldn't - so far ae silver matters 
I would refer him to the State Department. ' 

!JR. VIHITE: Then tell him so far as t he Treasury-­

H. M. JR: We have no opinion. 

l.!R. WH ITE: We have no oDinion. lie asked -
this is a ~cific question which he asked me over 
the phone, .lould you be disturbed if we. did that, • 
because they don' t want to in any way i nterfere with 
their good relations. 

JI .!!. JR: I t hought we settled that . We had 
almost an hour on i t . 

J.!R. WHITE : That is right , we settled it - at' the 
last minute you said, "Let's see, maybe we can work 
somethinj: out i n the v1ay of n purchase arran{:ement 
for fore1gn Rilver to be distr1buted to fore1gn 
governments . You said t hat we ought to have another 
meeting. 

H.ll . JR: No, no, we decided that it - rte decided 
here that it was none of mf business, and t he question 
of silver in ~xico we would l eave up to the St ate 
Department. 

!JR. I'IHITE: That is r ight, and then a little later I 
~ou said you had an i dea! that it was a little val:';le 
1n your mind, but you sa1d we ourftt t o have a meet1ng 
t o discuss it. 

H. l.l. JR: But that wouldn' t affect I!exico . It 
was trying to get silver for the countries that want 
coinage . It is the coinage . 

J.!R. '.'~liTE : That i s r ight . Well, I didn' t know 
it . 
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HJ.!. JR: No, it is in relation to ooinue, and it 
we can't go the route of Lend-Lease, then I ~o want 
to talk with you peopl& about how we are going to ge t 
sllver for these countries that want coin. 

Now, as far as Mr. Betata is concerned I think 
you had better tell him we here think it is a foreign 
matter . I would rather not make any oonments . 

WR. i'ft!ITE: Ur. Casaday will have been in England 
a year by next month. His wife has written a letter 
wanting to know if it wouldn't be possible for him to 
co~e back for a visit or for her to go over. She 
hasn 't seen him for a year . 

H. I . JR: · It is impossible for her to go. 

UR. WHITE: Would it be possible for us to arrange 
for him to come back for an interview? 

Jl . J.!. JR: Yes, have him come baok. 

Now, I want to talk - I would like the following 
peo~le, if they would, to stay. I want Tnompson and 
Bell and "&as, Stewart, Blough, Paul, Viner, White, and 
Gaston - if they would stay, please . 
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'l'he cootrol wld.Cib tile bUl -.1.4 Vuater tNa Uaa ~ 
llepazotact to tile lubber 8upplT A&•DCJ 1.1 tile .,et ,ettaetin Mtbo4 
ot ~ tbo oolleeticn ot the t as Oil aloobol. CoDer- bee ~ 
reoopise4 tb:l.t priDc:ipla. 'l'heretore, neb oe111trol bee bee reqllire4 
bT lew to be ..,.rc:1ae4 b1 the 4ep&rtaat ot the ~Dt abarpcl 
with tile collection ot tlie 4:l.ttUle4 epirita tax, tllet 1.1 to erq, tile 
'rrMftl'T O.parWent. ODder tile 1- tid.• depart.aat ........s. ... -llaW 
J>bTeical c<Dt.rol ot all cl:l.ttille4 epirit.a &D4 all pleo .. 1A *ieb noll 
apirite - ...S. aa4 etcred., .rro. tbe t1a the raw Mteriala ~ 
lltlicb the apirita AN to be ...S. AN 1Jitro.tloe4 llpoD Uae prsd- ot 
tbo cl:l.tt1llerr (or 1DG&etrial alcObol pl&t) ....W tile Nnhbed pro4-
""t 1e witb<lro>oD 1lfOG ~ ot tbo tax .taa tllereon. Alcobol Wb1eb 
ia w1Uaclraa •tree ot tu• 1.1 etUl nbjeot to ocat.rol 1lllller pumta 
&n4 a~te boacla 11•• to iuure that it tbe aloollol 1.1 ~rlT 
uoe4 the ~Dt 1lill reoei.,. it• tax. 

It ••- qd.te ob'fiou.• that Uae po•r ot ooatroll1nl tile 
prociuoticm an4 )!.IMHn' ot ale>obol pr1Dr to JlllWDt ot tile tax • 
tboreoD llboul4 -u- to repoee in \be ~ ol!.lrp4 wiUI 
oolloct.icm ot tl!.lt tax. 'l'he dlia&W to tbe .....-a 1A reepect ot 
cl:l.tt1lle4 opirite 1e that til- will be 41nreicml ot lllob opirlte 
into tile Ulioit ob-le with a ocmoeqact lo .. ot re•-· !be 
41n&er to \be 41at1lled apirita .. ,.,,. .troa Ua• cl:l.ttUlan Uld Jllll'" 

~iiiiiJ "t!TOZ'• ot Ulioit .piritl 1a ~ a ~· a1la the ...,...s.-e 
~ &o.S.n.4 bT tile !reanrJ ~ in o...,.tiA& tbe ettorte ot tile 
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illicit 1.DcluAI7 bu r-.ltecl 1A t.be aclo,U. ot replatoiT OODt.ro1 
wldob ball bee tGmAI etteot.i'h 1A re61Cl1Qc law ~olat.iGDe aiiAl pro­
teotill& the r-, the repcrte ot tAe GDtor-1& ott1oere 1A 
reepeot ot riolat.iGDe ot the 1At.el'll&l ....,_.. ~ relat.iJic to 
liquor ol .. rl,r ebow \lat. the clupr to the u.t.Wed eplriu -• 
1a real aDd • .......,.....-t. • .... lauMcl Ul&t. tA• _, ~ 
itea 1A the bQ.S..N ot tb• illlait. t.Nta.olatr 1e • -.aiat.l, 
&OG .. IIibl.e - ol eoqopl,r ot tAl I dl.tr 1A 'IIIIi& be d~Ue1 1114 
tll&t. ..,.., tbl tax • Uwt1l.l..t eplrit.e 1e t.r..eecl tb- 1e a 
creat•r i.aaeti'h to riolata the liqiiOr ~ aiiAl to clebMd tiM 
United stat .. ot ita tax. 

!be .-pitoadoe ot tA• t.uk ot oolleot.blc the tax Gil olcob=l , 
whiob ~o-nl,r .._u... ..... tat eateparct1ac ot t.b• pro&ct wll1eb 
11 til& ...,.... ot the tax to be ooll.eltacl, 1e ~ '1>7 the 
tol.J..oodftll Ill tbe t1aoal1'Ml' lllclecl ~ 30, 19411 309,~,09' protJil 
&&ll.oDa ot ~1 lloobol •- wit.,..._ tNa lloald, aiiAl 10,392,352 
proof &&ll.oD.e rtolllilllcl1A boDcl at tae lllcl ot tll&t. 7'1&r1 or a tot.ll ot 
319,897,447 proof &&ll.oD.e• At. 14.00 per JII'Ool &lllcll t.b• tot.ll tax 
&tt.&obill& to tbie qua\1\7 ot eloobo1we tl,279,,89,788o 2M t1Jaal 
fi&ur•• tor tbe tiloal1'Ml' IQdecl .1111111 301 1942, are DDt. 1'lt. a....U• 
alia 1 but it. appMrll b'aa a JII'IHwl MIT lllll"h1 tblt. dllrilll tll&t. 7l&r 
417,:m.,o, JI"Of ••" ... • ot et.av"1 eloobol _, .s.~ lll4 *' 
21,,3,,72 proot pU.. 1 ••cl1A lloal4 at. tbe lllcl ot the 71&rJ a 
to tel ot ,.,., m. 6D7 JI"Of ,au-. " t.be l4.oo tax "'" the to tel 
ot t.be tax athaldJll to tbie quatitT ot alcobolwe tl,?S4,9l0,428. 
Ot oour .. , a ..,_,. areat. cleal ot t.be alcobol rat ...... cl to we witb­
clr.., hll ot tax Qllller \be U., INt. t.be ....,.... ot ta• t.az..proteot.iaD 
t.uk 1a t.be cpaatitT ot aloclbDl to wid• t.bl tu at.t.ooMd 1U111er t.be 
ill~ ........ ~. 
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HIFLATION 

Present: 
Mr. Bell 
JJr. Gaston 
J.!r, White 
JJr. 'lhompson 
L!r . Haas 
J.!r. Stewart 
lolr. Blough 
L!r. Paul 
L!r. Viner 
!.irs. Klotz 

Jul:r 31, 1942. 
9:45 a, m. 

H.M. JR: Now, what I would like to do is this. 
We have got three staffs here , lle.as' , Blough's, and 
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1.'/h i te ' s, and having sent this memorandum to the 
Prosident, I think it is important enoueh that people 
should be detailed almost exclusively to the work 
of this program, irrespective of what the President 
does . You see? I mean, I think that - I we.ated Norman 
here so he can - I think t here should be people - I 
would like t he three of you to got together and then 
see me Monday and tell me which men or women will be 
detailed to this thing, to work. I think it is im­
portant they should work continuously on this progr~ 

liow, if you have any questions of me - if that 
isn't sufficiently clear- if anybo~ has got any 
questions they would like to have--

L!R. WHITE: Well, Dan mentioned something when 
we left the other day. We talked it over, o.nd I h!'ve 
four persons working oll the time, noiV, and they nll 
have n report ready by Tuesday - a very lengthy re­
port - and that can be then examined andanplified or 
modified or criticized by aey of the other group. 

I don't think there will be much help in going 
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beyond that until they do the groundwork, becauee 
they know· Dnlch more about i t, and will be able to 
cover all angles of it , and it will be a good start 
for a larger .committee to work on, 
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li.M. JR: I mean, take people like ~'riedman, for 
instance. 

!.IR. ~IlliTE: Yes, he was working on it. In this 
brief period he was goine to ampli fY the other memo­
randum on the spending tax; in case anybody asks you 
about it, he will have it all wrapped up in blue 
ribbon. 

li .U. JR: I mean, for instance, if you go into 
the whole question of the family income, family ex­
penditures- -

MR. WHITE : That is right. They are working on 
that , and he would be helpful. M1 only comment was 
that I think that the fastest WS¥ to get results would 
be to have this preliminary report - it will be about 
a sixty-page, single-spaced report - in which is covered 
all aspects that we have been writing and thinking about. 
We are combining all the memos, and then that will be 
a r,ood working basis for any larger committee that you 
will have here to amplifY or modify. 

H.Y. JR: Well, now, let ae ask Blough how he 
feels about this. 

WH. BLOUGH: Well, I am curious to kno!f how far 
your interest extends, whether it extends s1mp~ to 
the general expenditure rat ioning, or whether 1t also 
extends to these other items which you had taken out 
of the memorandum yesterdS¥ because you hadn' t gone 
into them. 

Lffi . VINER : Spending tax and forced savings, you 
mean? 

MR. BLOUGH : Yes , that is i t. 
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H. J.! . JR: I am perfeetl.J' willing to have those 
explored. 

MR. WHITE : It seems to me--

JI .M. JR; Just a minute, Harry. I a1,11 willing to 
have those things explored. 
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J.!R. BLOUGH: We have several people l!Qrldng on 
the s~nding tax end of it ; and so far as the pr oce­
dure 1s coneerned on the expenditure rationing, I am 
certainly disposed to say that the ~ethod Har~/ suggests 
is a good method, provided hie people will be ready 
shortlf, and I gather they will be readT by the early 
part of next week. 

J.IR. \'IlliTE: Yes , it will be eomplete, and they 
are also preparing a lengthy memo - though not as long 
as the fi rst - not as exhaustive as expenditure ration­
ing - on the compulsory saving. But it is the f irst 
that they are concentrating on, and either Tuesday or 
WednesdS¥ morning, as I Slllf 1 there will be a long memo 
whieh raises all the questions and attempts as much of 
a discussion on it as we have thought about up to that 
time . · 

~. BLOUGH: Several people could be detailed 
full time . I have some hesitancy about detailing 
Yr . Friedman full t~e on it because of his close tie­
in wi th such things as eollection at source and a 
nWtber of other matters of that kind, where he is 
l'IOrking very eloself to our policy program, throughout . 

ll J.! JR • Well, I think the thing to do is to 
talk it ~ve; with Harry and eee what he has tha t is 

11;0ing to be readT Tuesday. But I doubt , Har:y - a:e 
you In touch at all with the wor~ thnt Dr • . L1ker t 18 
~oing for us in the field of fam1ly expend1tures? 

Mn. WHITE: Not at all. 

H.M. JR: Well, you see , he is up in Buffal o ~nter­
viewing two hundred families intensely on the hab1h 
or expenditures and savings, which ought to be very 
helpful. 
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MR. WHITE: Has he writ ten it up? Has he got 
some--

1m. HAAS: I t is in the process . 
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H.M.JR: Haas handles that end of it, and this 
would be the freshest, and I think they are both valu­
able information as to the spending and savings habits 
of the peopl e. 

J.IR. 'KlUTE: I am sure there will be a lot of 
aspects which will need to be developed, and a lot of 
suggestions and criticisms that will cane from the 
larger group, so that they begi.n, let us snT, on 
;·/ednesdq ~:~orning, and within a week from then - a 
waek after that - give us a week after that , and I 
think, o.s a result of the numerous discussions, that 
11e could have, on the basis of material that has al­
ready been prepared - I t hink ;rou could feel assured 
that you will have a r eport that you needn't hesitate 
to give anybody, the week after the larger group be­
gins discussing the preliminary. 

H.M. JR: George, ~hat contributions can you make? 
The Likert contribution is an important one, 

I.IR. HAAS: I have sane people that spend their 
time mrking on the inflationary gap, and it is 
closely related. I can detail some people to Harry's 
grou~ ; as a matter of fact, the people that H~rry bas 
work10g on this are the ones that he has deta1le~, 
part time, working with mr gap people, so I c~n JUSt 
switch those . 

R.W. JR: I don't know, but could I suggest, if 
Haas and Bl ough and Whi te have no other luncheon en­
gagemen. t , the three of you have lunch together, and sit 
down and talk about this thing. 

MR. WHITE: Yes, we will - not today, probably. 

H.M.JR: You have a luncheon engagement ? 
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!.!R • Vll:II TE : 
three of ~ boys 
to be there . 

They are givi ng a farewel l lunch for 
that are eolng away, and I promised 

ll . M. JR: Would you do it? 

UR. WhiTE : We will get together. 

H. l.l. JR : I would like the three of you to get 
together before I come back Uonday morning, will you? 

UR. WHITE: Yes , it needn' t be a lunch. 

H. L!. JR : Between now and l.!onday morning, will 
the three of you sit down together ? Who are t he four -

1'111a t are thei r names? 

JAR. WHITE: 
E. J.f. Bernstein, 
a kiss Nielsen. 
consideri ng the 

There are five, really. 
Gass, Southwor th, Hicks, 

The work is divided up. 
various phases. 

'I'nere are 
Snider, and 

Some are 

JI. M. JR : All right. Will the t hree of you, be­
tween novr and l!onday, get together? 

That is all I hav e. 
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....... l'lllT 31, lMa. 

At a \1• wbn U.. war ooon- procru 1o oa\erlnc a aow u4 ori\loal pbue, 

H lo fl \tllll \bat \ bt A4alalttra\loa tbosl4 r mew l h rooort to 4att u4 tbolold. 

cooo14or tbo 11••• oa wblcll aa _.uac ellollld. u4 ootJ.4 lit -· to \lie ,.\uo. 

•• are t ll'llt1Uhlc a ro...- ... utao , buUl, wri\\ea, ho41oaU•« tba llaeo •• 

vhlcb, ia Ollr oplaloa , a proooataUoa of \lie r-N to 46\t &D4 of U.. protpHh 

wOII e0lll4 uofllllr lie -· t o tba pll\lle br tba Prooldoot or 10llrttlf, I\ h 

our 14 .. \bat ooao\lllnc llkt thit alcht \o uod. at \be latro4M\Ioa for a .. ,.._. 

or t tat-nt prttooUoc a aow raUonla« propoaal, 

Mr . 8\o.ar\ bat aot oooa the text of thit 1n itt protont fora, ~t lt repro­

ttn\t our co.-oil 14••. 
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Wo llan Moa a\ .,... tor •14111\ -u.o; " llan Moa •pp* for onr 

,.., :roan Sa ooanru,.. ..... -- ftoa. poaoo 'bado ... utouo aa4 

..,. 'oaoll. Dvhc tllo put ho ,.aro, total Po4oral Ooftl'Unt &llpOIIOlt­

''*"" baw laoroaoo4 fro• u ~ ra\o of _ to aa IUIIl1l&l rata of 

__ • OW' \&a nro.nun ll&o 'baoa o>~paado4 \o pro4- t.u rowao at U.. 

IJIIIUl rata of_, aa ._....., to u ...al rato Sa lt3t of __ • Wo 

ba•o 'l>onowo4 aot oheo S.,t•'bar 11311, _ . 

llaco lt3t, tho uUOIIAl. b- bao '--•• frooo aa aaaa1 rato of 

_ to ao MDUl rato of __ • !llo p..,doal ooalpat of Aaorloaa pro4oo­

Uoa bao 4oo\lo4 h tbe lut two :roaro . !eo aUUoa ponoao baYo - at­

ted to tho lht of pillhllJ' -10J'o4, &04 aao:r otbor aillloao who woro 

tboo oal:r porUallJ' -lo)'o4 aro aov vorklac fUll Uao. 11&07 allUou II&" 

'booft traaoforro4 \o aov oa-Uou, oftoa Ia aov looaUoao. Wbolo aov 

lo4llotrloo llaw 'beoa llllil\, alU\&!7 'baooo oo .. tro.oto4, anloo aoo•nod, 

tralao4, aiOd oquippo4, &04 tbe aaftl forooo croatl:r h ......... . 

fbio prooooo of pro...,Un -oloa &o4 ooa .. roloa 'bao -·­

pl1obo4 oa a ooalo &o4 a\ a rata of .,.... _...uolot la -loaa IUotofJ'. 

It boo laooho4 u.o 1'&18111& "T \U&Uoa _. 'l>orrovlac of oao v!Uooot rr-

4oat b thh ooutr, or alo-ero. It baa all-· ._u.- vltbat 

oo:rthlac tho\ o0lll4 'be O&llo4 prt .. Uoa or ~o!Up tor the pobllo; vlUooot 

aoJor 411\llr'lluoe .r peaoetu1 r.t&UoM 'betft.., la'bor &o4 -loJ'oro; vl\h 

oftli a aoterato rho Ia prtooo &114. Ia ooot of llriDCI wUboat &lotv'lluoo 

of tbo .., • .,. •rat or noo la Satoroot totoo . 11 all o\a.o4&r'd. toou of 
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01011oalo pOl flaaaolal M•pnoa\, Wo lo aa ft\t...,.lll&l7 -uN 

flt.o ooblo-a\ ..., 110\ f orwitfto. h ..., tbo ronlt la larp put 

of ioo4 pliUUiiac aad aoo4 U~DC· • .., \ax M&ftl'oo, tbo latrol:aoUoa aa4 

extoaoln oalo of Dotoaoo .. ..,_ .8oa4e aa4 !'as AaUolpaUoa .8otoo, tbo 

prlco colllac 8114 ...,. o\a'llllha\toa _..,..., prlorl\loo aa4 all-\loao, 

&114 tbo rootrloUoao oa oo-or oretn, -- tbo ,_. .. .,. of tile -t 

hCI'OIIOO ia CloYt.,...ll\ oq 'Starn \a.- latlaUOMr)' ttfH\o, ~ 

oo\al>lh-t of • .., __ ..,. for coaolliaUoa - ar'IIUro\loa, tlao llai­

to\loll of proflU 011 ..,... CI!OIItrao\0, &4 \be boa")' \UaUo11 of ...- profl\o, 

bolpo4 to •ia\ain p-tul la'bor ooa4UlOIIt 111 h4U\J7, !bo oporoUoao 

of Loa4-Loaoo ao\ oal7 fao11Uato4 tbo craaUac of al4 \0 tbo l1aito4 .8oUoao, 

'bllt ou'lloUtuto4 for ooatliotlac. oo...-uu ... , M4 UIIOOOrtlaato4 4ratto ..,oa 

P'll!'POtet . 

Wo ... , aot , -or. 'lie -1117 .. .,._., •-t ov rooort ~ 4ato 

or lot ovMlftt 'lie l..Uo4 iato roe\iac oa ov oaro 1a aioplaoo4 ooat14oaco 

that tbo .. tllo4o ... "' uta .-14 nttloo t o r 4oaliac oltb \be cr-tor 

pro'lll - 8114 110ro la_.l.,. otral .. tile\ an to ..... Ia oplto of n'llotoatial 

roco ... J7, .. \0 lt •• troa ... croa• 4oprouioa , ........ Ulltil ... ..,. ro-\17 

'llooa opora\tac oa ,.,_ 'lloeh of a Jla&e rooti'Yf of 141~ or oal7 part1al17 -

plo1ot rotO'IU'Oot, .....;...,.1' a.. 'lion 11.,.1.1Ulo '110\b to pro4a .. tbo alll \aJ7 

11\lppllto - '" _ ov cr-•17 oJ;p&84t4 J.fttT aa1. •"7• wU-t •"lac 
4o"" oa t bo -t of pro4ao\toa of aoot• for ol..,llaa ooao~u.... Ov 

• 
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traaopor'&Uoa r .. nlu .. !law 'Mea llllfl• •• ...,.,. \M ldllW..,. ,.. w1U...\ 

ro41lolac \110 oomooo a..tla'lllo fn ctlwlllaa ,..,.,..... Vo oUU - w .. 

palro4 aOOIII to , ......... -••rlalo of , ... rar ... , , aa4 \bore .... ao Mort­

""" of ocMD olllpplac to llrlac to on oboroo \booo '•wppUoo ae4 aloo "'" 

pro41lo\o of 01lr LaUa All.no&D ulcb\oro. h wao )JOiol'lllo, tboroforo, wl\b 

oo4oraUl.7 ,oo4 ...ac-oat aa4 wi\h roaon o&lJ' to__..., ..... oh 4ld aot 

oorloul.7 oaoroaob oa tbo ohillaa ,,.......,.. of l\Tlac, to •tell tbo uo....o 

Ia aaUoaal looo .. -- b ..,..,. liT a proporU-\o ._ • .._.. 1a P7aleal 

..,,,..,, ae4 tllu to a-.ol4 latlaUoa. Vo baw \o .. ,olac \brncll tbo _.. 

\ h ol.r 1&11 phaooo of traufornoo t7<a a poaoo to a war·-· flloao 

pba111 a. .. · oo•e, or a"• aJH>u\ \o oo ... to \betr ut...al eM . Ye are •ter• 

lft&, or wlll ootor nr,. o~a, a aow pbaoo, a h&r4or , aoro 4ltflcntH phalo, 

wbero otroacor ... oaroo, .....roo . bardor to a48lalotor aad h&rdor tor tho 

pu'bllo to 14,1ut to, will 'bo ,., .. ,,..,.if· wo aro to ab oar..,.,_ alll­

\&rJ offor \ ae4 t o aftld latlaUoa. 

Mill tal')' oxpoa41\aroa !law aow re&.- a·~ •••• ,...,. o&D 'bo aal.a­

talao4 or f'lartbor 1aoroaae4 01117 111 a pr-nloaau ._......,, Ia o!Tlllao u ­

poo4huroo , <aoo tile aioUac lar,e ..... , ... loo of olTlllaa ..... llaft -

doplot o4. "- tar\Joor ,..ol'blll\loo of o\llloa\loa of l~o roooarooo aro 

aow 1\rloUJ 11&1\... hea - oa Ia- Ia aoa11 \one will aooru to tbo 

P"l>Uo Ia -•• •* Ia .,.0111 of \bl -'" wbloh walt ntfloo to _, 

"" p-ato, to hT all tbo aoo4• a.Ula'blo a\ proooa\ prlooo for o!Yillao 

purobauo, u4 \o rallocrl'bo t o Oo.,..,...., oonrUho at tho aO>tl- ratoo 

of "''boorlpUoa Wl>loh 1\ h roaoo.able t o lllpiO\ uAor proooa\ ooa41 Uoao ' 
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0000 ...,.,,, latlAUoa will lao~\a•l7 - · 
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Iatlatloa 1o oao poool'blo Mtbo4 of 4rawloc troa tile Jlllllllo oattloloat 

puroba\ lllC powor \o eaa'blo \lt.o ClonraMa\ to Mlto tile _..," oallod. tor 

..,. n o auu..,. proqaa. I\ la a ao\llod. whlllb hao hl\hor\o al...,. ..... ro­

oortod. to la -Jor wan, 117 \ hlo aa4 117 o\hor ooutrloo . I\ lo Malaln­

tlni.T tbo oaolou of all M\llo4a, lloa7 of Uo -" aro ooaooalo& or poo\­

poaod. to a flanro d.ato, oo \hat · fr• tile ,pol at of nw of Ulo pilUle aloo , 

lt bu U o aurae\loao. I\ lo, howonr, o t all tl ... oloc -- \be oao 

vbieb 1a tho loq ""' lo Mo\ oooU7 \o 'bo\b CloTOI'IIIIOat ao4 pollllo la . urao 

of oouoalo llw'd.oll, of l....,.H;r , ao4 of l-lNOat of aoralo. laa7 tJoooch 

H 1o to oU4o b\o U , l\ lo a ao\bo4 wo aro 4~Uralao4 aot to rooort to • 

. ho14all~ ot laflaUoa at Ullo O\ICI of ....,. oar pro.,..., bowonr , la­

YOlYoo aot aorolr po4 roool1lU oao oa 0111' par\ , bat aloo pool U.,. 4oolohu 

&04 pooltlYO prooo&1ll'lo, lll tile tlocal flol4 ao4 la tbo flol4 of 4l ... t ooa­

troll , .tdllb aro haN \o aako , will llo haN to ad.alalotor , ao4 will 111 11oar11 

for tho pll\llo \o ooafora to. !Uro 1o .. oao;r M4 -oalooo VAT llf tt ... -

el.ac • - Jor war , Jut ao \llero to ao oao:r ao4 oooUooo VAT of wiuUc l\ la 

tho flol4. !U olnllu poUlo, troa..., os, _., aharo witll \be llDTO h 

t ho flol4 of war tho ~ ... ao4 aaorltlooo rlfllllto t or tbo proooroa\loa 

of frood.oa "8l1ao\ tile a\taaloo of ito toral4a\lo tooo . 

Wo •ot a44 o\lll tw\hor \ o ....,. ""' l'lt'-o. Wo _, aak tile Jlll\llo 

to raloo oUll flarthor tllelr ra\0 of ftla...,. ,.... .... o of War la"flqo loll4o • 

Wo ..,., U ... toa ....,. uto\loc Uroot ooa\rolo. o ... r u4 a'bo"fl all tbeoo 
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.;.nr•• .. _, 11\ .. aMHl~ UNO\ _,Nll *~• will - .. ....u 

\hat \Ill pvobaeliiC po.,.r la tile ,..._ of ,.,. ,.'llo la ... , .. of tile _, 

of Al'o4o a'r&llallle for ol't"lllu pveM8o eball .. , lie ..., \o pull .. prl•• 

u4 t bo ooo\ of lhl q , We .... ' 4-.4 of ,.,. ol•lllu Pllllllo tloa\ \11.., oa 

tho hoao t roll\ baalt 11J1 ,.,. otfor\e of ov ~ la \be tlo14 ~ wrlr:iac llu'Ur 

u4 opoa4tac to... ... •• ntor wpoa ,.,. us\ ""- ot ov ....,. ooo-. \be 

·~ l a Wl\lch tile nppll .. a...U..IIle aN tanttloha\ \ o ... , llotll tile aoo4o 

of olll' atU \ar)' procraa- ol't"lUu ._.., .. a ooalo apprepl'hto to­
u .. prooporlt,., .,. aut Gtoll4 ov .,.,. of 41Net ontr<>lt 11 \loa\ latla­

lloo ohall be pr .. n\84 aa4 tnl!' • 111\ar)' ottor\ oball aot be lapalreA ·~ \lt.o 

uae or eo.ro• reeovc•• for •••••n\1&1 o1Y1llaa pa.rclla••• · 
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"""' la1T 11, J.MI • ...... ....., ........... 
Jaea't ftaer (- Waltar 8\-') 

A\ a U• ..... U.. ,.... -- pr..,_ la ea,erhc a - - erlU.-1 Jloue, 

u 1o t 1Ul&c U..' U.. Malala,raUea ...U ...n ... l\a ~\a u\e- u...lt 

ooaol4tr U.. u .. a • dtalt. • _,lac lllloloaU. - -u '- _.. \a U.. ,.uta. 

Ya are n'-1\Uac a ...._ .. wae, IIMU}T wrlU•, lal.l•Uac U.. u- • 

llbith, ta .,.... aplalaa , a pree•\a,laa Ill U.. n .. rf. •• U\e - at U.. pn-h 

thaal. oo•U uehll7 '- _... \ a U.. ,.w. -, U.. J'realt•' er ,......U. U la 

...,. 14aa Uaa' -•lt.lac lib Wa lllall\ '- ....... aa U.. la-Uaa fer a - .... 

or a\1\-a\ pnaeaUac a - raUaalac ,...,..-1. 

llr. "-' 11aa ae\ •- \IIAI , ... , at \lola 1a Ua praa•\ tara, loa' U ...,,._ 

••ah n r .-oa u. .... 
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Wt Mft -... a\ - fer ••• _.._, w Mft -... ••r ter -

tw ,...,., la ota'MI'Uac .v -~ "- a ..... *'" M a .., .. , -

_,. wlt, llo&riac \1M JU\ \w ,_...,, MW ~ hftl' •a\ upetlil· 

RNI llaft laer ...... t .... U aaul raM tf - M aa -.1 raM tt 

- · ov ............... Me ............. M , ......... ..._ •• ~ 

aanal raM ,, --· .. ..-par ... M .. .--1 rAM ,. ltat ., --· •• 

llaft 'btrrnet ........ .., __ lta, - · 

u ... lNt, ~ 'loa\ieMl iaMIII Me ,_... ... ,_ .. .-1 .... ., 

-- \t .. ~ .... fll - · fte .... oal .... , ., AMrl-~ 

Uoa llu ... 111 ... la \1M lat\ \w ,...... !w llllllta ,.... ... Mft - ..._ 

414 to \lie lit\ et .Uah117 -l•:rM, - -.., e\llar llllUou • ...-. 

\llaa oa11 ,.nlallT -.1.,.._ an - wrldac tall u... ...., auu .. Mft 

- \rauftrret M - ...... U••• •t- ta - leoeu.... Wllalt -

laha\rl11 Mft -... 'llllll\, atU\arT - _,,.. .... , .altt atuUI.tl, 

tralatt, ..._ ~,.... - \II& aaftl for-o ,naU, '-•• .... . 

lllio ,._,. ot ~.,. .,...., .. ,,- --et• Me - _. 

pllUtt ta a ooalt- a\ a raM ot ..... .,..anlltltl la ~- lliOMrT• 

h llao , ... 1 .... \1M raS•tac - _ .. _ .... -.r...uc ., - 111\MU ~ 

4oet la \lilt -•rT or e1..,._., I\ w ell - at~laloM 111-\ 

UTtlltec \lla\ tnll 11e ..u ... ,rhatt• tr Mridl' ter \II& ,alto; 111 _, 

-.lor Uo\v-..oe tt ,....r.1 relau .... ••• la"btr- _lt,...o; 111~ 

oalr a ............ rtH ta ,rt- aal te -· et UftPCI wf.\-\ Uo\v..._ 

of \be .. .., _, or rtN ta laMrot\ ra... . lr aU ,.......,. ""'" '
1 
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Present: 
A!.r . 
l!r. 
11r. 
Mr . 
llr. 
Ur . 
Ur. 
J,lr • 
lolr. 
J.lr. 

• 

Bell 
Buffington 
Haas 
Baker 
Tickton 
Eccles 
Sr.ymcza.k 
Goldenwei ser 
Draper 
Piaer 

Jul.T 31, 1942. 
10:00 a . a . 

H.Y. ~R: .What have you gentlemen got to offer 
this mormng ~n the way of advice? 

MR. SZYMCZAK: A certificate. (Laughter) 

H.l.l.JR: I see . Vlha.t else? 

272 

MR. ECCLES: You asked the other day, as I under­
stand it, to discuss three things. First, you would 
like us to rellort on reserves; secondly, you wanted to 
discuss the f~nancing; and thirdly, as I understand it, 
rou wanted to discuss George lla.as' proposal for a tap 
~ssue. 

~ow, in order that I won't misquote or nisrepresent 
anybody on this, I wrote it down. 

"The Board met yesterday afternoon and discussed the 
question of reserves very fully. While the System is pre­
pared to do whatever ia neceseary on ita part t hrough 
open mnrket operat ions or otherwise to assure the success 
of the August financing, the Board decided that it was 
not necessary to decrease reserve requirements at this 
time, but expects to decrease the reserve requirements 
for centra l reserve cities by not less than two percent 
sometime between August l & and the last of August, depend­
ing upon the needs of the carket. A two percent decrease 

Regraded Unclassified



273 

- 2 -

would amount to approximately four hundred million 
dollars . The Boara•s view waa baaed upon the fact 
that the full Open Market Committee wi ll meet here 
next week, and It feels it ~advisable to act before 
that meeting since reserve requirements and open-market 
operations are so closely related. The Board 's view 
ls further based upon the opinion that the proposed 
Augus t financing , calling for a billion and a half of 
certificates,. does not require for ita full success a 
change of reserves at this time. This is the opinion 
of llr. Sproul, ltr. Williams of Philadelphia, llr. Rouse, 
as well as the opinion of the Board and its staff." 

I have, if you would like to have it read, or if 
you would like to have me leave it with you - I asked 
Allan Sproul the other day .ben we discussed this ques­
tion - you asked him about the success of the financing, 
and I asked him to give me a memorandum giving me his 
views with reference to the question of financing end 
the question of reserves. I got it this morning. If 
you would like a co~y of it- I don' t know that there 
ia anything new in 1t, par ticularly, but it may be that 
you would like to have a copy. 

He says here, "Today has been a day almost :ompletely 
taken up with meetings, so I have not had much t1me to 
work on the memorandum which you asked me to send you 
tonight. However, after talking Yoith John Wi~liams, I 
have put down my views on the immediate quest1on of 
excess reserves , reserve requirements, and the !lew York 
money market . 

"It ia in no sense a complete job, but I hope it 
will be of some use to you." · 

Now, if you would like to have it-­

H.M. JR: I would like to have i t· 

I!R. ECCLES: That is the only one I have. got. tlow, 
I can leave it and I can get it later, or I w1ll have a 
copy made. 
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H.M. JR: We can have it photostated while we are 
waiting here. 

J.m. BElL: If you are going to do this resern 
t lting, would you announce it before t he time - you 
wouldn ' t announce it now? 

l.!R. ECCLES : No, I thought we would wait until -
~ou see, in moving you don 't have to give any notice on 
increasing; it isn't like decreasing. 

MR. BELL: I appreciate that. 

1m. ECCLES: For instance, if, on the - we could 
move on the 15th it you wanted to, to give i t to them 
on the 16th if the ai tua tion warranted, or on the 16th 
to give it to them on the 17th. 

Now, when we decrease reserves we always felt you 
would have to give them a considerable notice because . 
that was tightenin~ it up·. To give them excess reserves 
it requires no not1ce at all, and you couldEove t oday 
to give it to them tomorrow. It is just l ike going in 
and buying on the open market onl,y a specific amount. 

Now, to do this--

lffi. BELL: Don't you thi.nk it 'iiould help if ]OU 
announced - say if you had your aeeting !londay thet you 
were going to do it, or if you aade up your mind - I 
understand you had made up your mind on something between 
t he l.Sth of August and the first of Septel:lber. tlow, if 
you announced that now, that that is when you are &?ing 
to do it don • t you think it ~1ould help the Tihole s1 tua­
tion - h;lp the whole financing? 

l.!R. ECCIE S: One of the difficulties v1ould ~· ~hat 
I think the New York banks would immedla teJ.y go 1n 1n 
anticipation of t hat. \'1'hat we are anxious to do is to 
keep them out to some extent, and we don't want them 
any more than' they have to go . You can get theJ:~. in 
whatever amount they have to , when you see what 1s 
necessary, and give the rest of the country a chance 
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to do some of this - make the drive to get as much of 
lt as possible out of New York instead of ha~ing those 
fellows immediately step out , which they w011ld do. The 
minute you g ive them reserves they will just use them 
and we give them all the reserves that are necessary ' 
currently in buying billa or buying certificates. 

In other words, whatever is necessary during the 
next week or two, we will buy freely in the open market. 
But that, at the same time--

WR. SZYMCZAK: Vaybe up to three hundred million. 

WR. ECCLES: But a t the same time, Allan feels 
that at this time that is a better method than simply 
dumping on them, say, four hundred million of reserves 
with the idea, "Here is four hundred million, ·now go 
out and spend it." 

See? You do that now and you can keep on with 
that process , and in the c011rse of a month or two we 
are going to be to the point where New York's reserve 
requirements are th.e same as the rest of the country. 

The query is , then, rou have still got the problem 
that New York will be def1cien t in ~eserves, that is -
not deficient, but will not have an excess, where . there 
are large reserves in the rest of the country. 

Now, we feel you can • t possibl y 1-2 ep excess reserves 
in New York. They will spend them as fast as the1 ~et 
them, and we have got to find some way of, and I think 
we are - I think that we are very rapidly improving a 
wider dist ribution. I think we have got to find some 
way of getting the country outeide, Where the funds. are 
going - they are not going into New York in proportton 
at all to what New York is investing. That is why you 
have got that problem, and they are not going to - the 
Government is not going to be putting money into New 
York like they are in the rest of the country, and we 
have got to follow the money ln the country and get it. 

That doesn 't mean -we feel that you have got to 
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got reserves in tlew York down to thh twenty percent 
on a plane with t he res t of the country, and fran then 
on we will have to move down together. I don't think 
you could reduce New York, then, below the rest of the 
country . 

MR. HAAS: Marriner, if nothing is done, no change 
in the reserve requirements made before this f inancing, 
what do you estimate - and assume that, for purposes of 
illustration, the Secretary might offer a certificate, 
wha t do you estimate t he subscriptions mi6ht be? 

UR. SZ1l!CZAK: In New York? 

lffi. HAAS: No, all over the cruntry. 

MR. ECCLES : Just the roughest kind of a guess, oh, 
a billion and a half of certificates would be my ~ng -
between two and three billion. 

Ml\. HAAS: The last time 1 t was three. 

l!R. BELL: Three, . one. 

J.IR. ECCU:S: Of course, J,ew York subscribed vecy 
heavily for the bond, and then sold the Fed certificates 
and bills , They just went out and gave us the thre!­
eighths and took the two percent yield, and same 01 th~ 
just eoid completely out of bills. Several of the banks 
haven't a bill - just won ' t hold thmn, and they hold 
the bonds. 

H.M.JR: They tell me some of those two percents 
are still not digested. 

liR. BELL: A few of them are out. 

MR. ECCLES: Yes, bu.t there is no problem on it. 

MR. BELL: 

MR. ECCLES: 
be getting them, 

No, no problem. . 

In other words, if there was we would 
because we stand ready to take t ham, 
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so there is no pressure at all for a sale of them. If 
there was, we would be getting thsn, and we have gotten 
very few of them. What reallY happena, they sell us 

· the short low rate stuff, you see, and buy the high 
rate. That is the reason that I think - one of the 
reasons that I !Pink we have got to give a lot of 
thought to thi~inancing in October, about opening up 
a market isaue that is attractin to everk~~y and in-
clude the banks, because I am afraid the a will 
load up on it and will sell t he short paper which they 
ought to be holding - they will sell the short paper, 
and go in and take as long a bond aa you five them, and 
I can ' t help but feel t ha t it might be we 1 to do what 
we discussed the other day on the two and a half's -
make that a coub~ bond, and make it a market issue, 
except for the ks . Instead of a registered issue 
as it is now, make it a coupon issue and keep .the benks 
out, because--

H.11. JR: But you are not suggoeting that in con­
nection with--

I!R. ECCLES: !lo, ·that is no t now. I don't think 
fo r the time being I would do it, but I have been think­
ing we have been talking so much about a.la:ge issue in 
October, a popular issue, what I am a.frud 1s tha t a 

popular issue in October, if it is attracti ve enough to 
go over, and it is made available to the banks, the 
banks cane in on it, and all t hey do is just s~ll the 
lower yiel ding stuff, But that is a little as1de f rom 
the--

H. Y.JR: Well, you have talked about ex~ess re~ervea, 
but you are going to review that on Monday w1th the Open 
~arket Committee? 

J.!R. ECCLES : Yea. 

H.M.JR: You have two other things, there • 

!.{R ECCLES: Vi ell, there is the - we would· like ~o. 
suggest . the t you offer a one-year, saven-eighkt~a th!~ti!l­
cate. That is - on the basis of today's mare 
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1·1ould be priced at a hundred pointmugbt three. It is 
just very near the line, and we feel that a year's cer­
tificate at seven- eighths would be a ~ood ohance - a 
pretty good market outside of hew YorK, both in the 
outside banks and in the people outside of the banks, for 
thet sort of an instrument . 

H.U.JR: We haven't gotten down yet to length, but 
we are gl ad to ge~ what you people have. \'le are glad to 
get that. You sard one year, seven-eighths? 

~. ECCLES: Yes , one year, seven-eighths . Had you 
discussed at all what you woUld offer? 

ll . li . JR: Amongst ourselves? 

MR. ECCLES: Yes . 

H .U. JR: No, we have not . You see, we are really 
a week ahead. 

iJR. SZYL!CZAK: Vleek after next. 

H.M.JR: We hope to do this re xt Thursday . 

UR. SZYl!CZAK: The announcement? 

11 .1.! . JR: What I would like - no, I would like to 
make an announcement for tomorrow oorning. 

J.!R. SZ1UCZiK: · That there be a certificate, or what­
ever it is? 

H.U. JR: That it will be a certificate, and that it 
will be a billion end a half. 

J.!R. BElL: Two and a half' a? 

MR. ECCLES: I think that ie desirable . 

MR. BELL: You wouldn't anno
1
funice 1 however, that it 

would be a year, just say a cert cats • 

• 

• 
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H. IA.JR: No, no, just a biilion and a half of 
certificates. 

YR. SZYUCZAJC: !lot announce the maturity or the 
rate. 

279 

l!.l!.JR: A billion and a half of certificates, and 
that we will start Monday selling - the Victory Fund 
Commi tteo mll start selling l.londay the two and a half a, 
but I would like to have it i n to:norrow morn in~' s papers . 
If' t uere is going to be any churning, the more time they 
chur n between now and ~edneaday, the better. 

J.!R . SZYl..'CZ!K: You have got the tax notes that I 
take it ;you will do so:nething about today. Tanorrow 
is the fir at . 

UR. ECCLES : You r.ould announce tho tax notes to­
morrow, too . 

1!.1!. JR: No . Bell and Haas toll me they are not 
ready. 

ldR. BELL: It has got sane bugs in it we can't 
thrash out , We think it ought to go over this month. 

H. l.!.JR: They said that they hadn't been able to-­

liR. ECCLES: That ia for the whole month, Dan? 

H.ll.JR: Not to consider it for this finencing. 

UR. ECCLES: liell, yes, I don't think that : that 
doesn't mean that you woildn't announce it, poss1bl;y, 
in the course of a week or tl'O 'l 

H.U.JR: Ail we are saying is that they tell me they 
oan •t cet it ready between now and Thursday. 

UR. ECCLES: Yea. 

ll .1!. JR: So the door ia open. 
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l!R. BELL: .t.nd you couldn' t vet"'f well announce it 
except on the first of the month, You couldn ' t allow 
people to go in and buy the preeent tax note at the 
present rate and some time dUring the month raise the 
rate. 

l!R. ECCLES : Of course, you didn't leave yourself 
much time. 

l!R. BE'J.L: No, we didn't . 

J.llt SZYJ.:CUK: .August is just the annual date. 
You started last .August. 

l!R. BEU.: VIe found some bugs in it that we haven •t 
been able to just glance over without giving it further 
consideration. 

MR. SZYUCZAK: I tried to think of s name, talking 
to George yester~ - A-1. 

MR. ECCLES: Our feeling on t he one that George 
proposed, unle 88 the rate structure scaled up faster 
·than it does, i a we think it would be a failure, be­
cause it is so far below the market retes • . I would pre­
fer not to aee it cade a two-purpose instrument unless 
it is really put on a basis that is in line with the 
market, or slightly under, because, after all, if you 
put it out, you r.ant it to be a package that is really 
going to sell, and you want it to be sufficiently 
attractive that when they once buy the thing that they 
will hold it through the entire period. There nill be ­
and we feel that your suggested rate picture was a 
little bit--

MR. SZ~CZAK: I understand you were just consider­
ing the different--

J.!R HAAS· I didn ' t know that we ought t o step up 
• • "f i t "? the thing - oh, those are juet or ns ances 

UR. SZ~CZAK: Illustrations . 

llR. ECCLES: That is right . ~.e worked some out 
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here that show the approxiMate preaent market. Do you 
vrant to see this, Henry? (Indicating paper entitled 
"Tax Inveatment Series B N otea. ") 

H.ILJR: Please. 

MR. ECCLES: The yield - we made two proposals and 
here is your market . For instance, for the six months 
it \',ould be six- tenths ; one year, ninety- six hundredths 
and so forth. Thet is the average; if a person hel d it' 
for three years they would get one and one-tenth percent 
for thei r money. If they held i t two years, ninety-six 
hundredths, ana so on. 

Non, there y;as another one that nas a little bit 
different . · · Vie stopped at one point thirty-tno for two 
years and kept the rate the aame - didn't increase it . 
Now, here is the market . The market, i f you have three 
years, one point two, and this gives one point ten 
(indicating) . 

H.l.l.JR: Well, that is helpful, but the boys say 
they are not ready, so I don 't want--

l.!R. BUFFI!'GTOII: Could I se,y just one thing? \\hen 
you are talking about the possibility of changing t he 
name - you heve tax savings now, which is almost as good 
as tax inveab3ent, and if you change the name you are 
going to retard the sale of that security. It has been 
well advertised. 

YR. BELL: That is what worried us a little. 

l.!R. BUFFIMTOtl: I think it r1ould be a mistake to 
change the name . 

un. SZYMCZAK: Just put Qe!l ' s name in there . (Laugpter) 

ll. U. JR: We wi 11 have time . 

UR ECCLES · Those things all depend on the selling 
job. The idea, 'of course, was to get that in the banda 
of this Victory Fund Committee. It is a personal contact 
job, that is what it ia . 
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H . l~. JR: It would have been nice, but the-­

llR. DRAPER: It can ' t be done now. 

II.IJ.JR: There is too much detail which hasn't 
been worked out ·successfully. 

l'Jt . ECCLES : We di sou a sed the other day the ques­
t i on of the increase in the distribut ion of bills. 
l'tban we discussed the advantage, or r.hat we th.ou.,ht would 

be en advantage of a little better rate on t he bill mar­
ket to get a wider distribution, you raised the question 
of evidence that that would bring about a wider distribu-
tion . . 

Of course, we sai d lfe couldn't ~;ive any specific 
evidence, but in looking at the past, from whet t he bill -
on March 11, for instance, the blll rate ns point two 
two nine, and we :B ter went up to point three seven five , 
and we doubled the amount of bills outs tanding. It 
shows the wider - in other words , we t hink tha t the in­
creaae from the point twenty- two in l(arch up to three­
eighths made it possible to ~reetly - to double the 
aznount of bills out, end dur1ng t hat period the fl ew 
York city banks decreased their percentage of bills 
from twenty-one to eighteen; the Chicago bonks fran 
twenty- t hree percent to t hirteen percent. The bonks 
outside of New York increased theirs fr~ twenty percent 
to twenty- eight percen~ . That is percentage increase. 

The dollar increase wae ver,y great. For instance, 
bonks outside of tlew York increased fran t hree hundred 
end eighty-four million to eight hundred end seventeen 
mill ion • fran three hundred to eight hundred; and other 
investors fran seven hundred t en to a billion hto hundred. 
I thought you might like to see just whet happened as the 
rate went up • see Tlhatblppened ~o the dis tri bution of it. 

Did you bring some copies? 

l.IR. PISER: Yes, I have diatri buted them. 

Regraded Unclassified



283 

- 12 -

H. M.JR: Unless t here is something else, what I 
woul d like to do is - do you suppose that - would three 
o' clock Tuesday be a good time to meet again? 

llR. ECCLES: It would be all right with me. 

H.H.JR: We are hsvlng some of these New York sharp­
shooters down Tuesday morning. I will know what th6,Y 
have to say. You will have had your meeting? 

J.IR. ECCLES: V/e expect we will likely meet most of 
Uonday. What I wruld like to--

H.IJ . JR: \'iill · that be all right - Tuesday at three 
o'clock? 

UR. ECCLES : What I would like to suggest is that 
we would like to invite you to come over and have lunch 
with the Open Market Canmi ttee if you are not tied up. 

J.lR. DRAPER: Ho" about that, !Jr. Secretary? Vie 
have good food over there. 

MR. ECCLES: It v1iU give you a chance t o llleet with 
them, talk to them. 

li .J.! . JR: All ri~t. 

l!R. ECCLES: If you can't cooe over, we would like 
to have Dan cane over. 

UR. DRAPER: Both. 

UR. ECCLES : Both of you. 

H.M.JR: I tell you what you do . Can you stand 
lnvl ting both of uaY 

~ SZYMCZAK: It will be kind of crowded. (Laughter) 

H.U.JR: I will make a real effort to come . 

l.lR. DRAPER: Fine. We certainly appreciate that, 
J.jr. Secretary. 
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L!R. BEU: When is that, Monda;y? 

L!R. ECCLES: Yes, Monday, Dan . 

284 

H.M. JR : I will put it down and I will make a real 
effort , That would be Yonda;y. I want to see if your 
food is as good as the New York food . 

UR. ECCLES : No. Listen, we don 't put anything on 
of that sort . 

~. BELL: You don't put on the dog? 

l!R. ECCLES : llo, sir. 

H.M. JR: That would be one o'clock, wouldn't i t? 

!.!R. SZYMCZ!Ktt Yes, one o' clock . 

H.M. JR: Unless you hear from me to the contrer;y I 
will come. 

,MR. DRAPER: Fine. 

!.!R. ECCLES: That is 
you. I thou~t rou might 
to the Secretar;y) 

' 

t he one statement I read to 
like a cop;y. (Paper handed 

H.M. JR: Unless something comes up, I r.ould like to 
come. 

I.IR. ECCLES: Then you want to f igure on Tuesday at 
three? 

H.M.JR: Three, then we ought to be prett;y well 
settled . Then in tamorrow morning's pa~er we will sa;y 
there will be a billion and a half certlficates, ard the 
opening Monday of . the ~'o and a half's. 

JJ.R. BEU: Woul d ;you like to give out beforehand 
t his amendment to the circular sa;ying that we permit the 
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redemptions for the payment of the estate taxes? 

J.tR. ECCLES : I woul d - I woul d give that out with 
the announcement. 

H.!.!. JR: Anything else? Has anybody got any second 
thoughts? 

MR. SZYMCZAK: Don ' t even have any first ones. 

r 
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COiiFlD&:ITL\L July }l, 1942 

DISTRIBU'l'ION or TI!:AStJRr BIU.S 

Tho table below ehowo tho rooulte that have boon attained by tho blll 
program. From !.larch ll to llay 6 there wao no oh&n&o t n tho L'l\Ount of billo out­
otand in~ , but tho rate on now issues lnoroaeod tram about 1,.1.. to about }/6 of 
1 por cont. During that period holdins• by roporti~ mombor banlcs outside ot 
)low York City and Chicat;o inoreaeed by 60 million dollars, and holdingo by 
nonbonkin& inveatoro inoroaood by 60 million dollaro , Tho combined holdin&s 
of those t Yio t;roupe inoreaoed from 56 per oont ot tho bUh outside of the 
Reoorve Banko to 67 per cont. Tbeoe chant•• "*Y han been oo~~WNhat distorted 
by the tax-dato situation in Chicago , but evon it allowance ie ~de for thio 
foetor th• t ituros indicate a oonoiderablo ohirtlng ot b11lo tram New York 
City and Chicago banta to banlca in othor parte ot tho country and to non­
banking lnvoatoro. FrCJO llo.rcb ll to July 22 tho az>ount ot billo outstanding 
lncrcaoud by 1.5 billion dollars. Duri!l£ that period holdings by reporting 
""::>bor bc>nlca outaide ot New York City and Chica&o inoroaood by 4}0 cdllion 
dollars , and holding• by nonba.nld.n& invootora i ncroaacd by 510 cdllion dollar a, 
the ccablnod holding• ot thooe two groupo inoroaaod to &:; per oent . -

DISTRIBU'l'IOli <F TREASIJRY BILLS 

Ch<lni)O Chan&O 
tram tram 

llAroh ll &roh ll 
llo.roh l.lny to July to 
ll 6 ... ~ 6 22 JUl~ 22 

Rllto on now issue (Per cent) ·~ ·~2!! •·1~ .~66 +.1~2 

Db tribution ot bills (In allliono ot dollara) 

OUtatondin& 1,950 1 ,950 },450 +1, 500 

Held byo 
116 •116 484 +481. Podoral ReacrYo Banko 

Ropc:rtl.ng molllbor bAnks: 
401 m -66 

'~ 
•13} New York Ci ty 

-186 -5} Chioar;o 453 m .a2 617 ~} Othor }81. 
.&J l t220 ~10 Oth(ir imeatora 710 170 

Furoontllgo distribution ot billa outsido ot Fodor·o.l Roaorvo Bo.nk1 

Roportin& mombor bankoo 
21 16 

_, 18 -3 
Now York City 

23 15 -8 1} -10 
Chiooso 

•5 28 +8 
Othor 20 25 

41 •5 Othor 1nnatore }6 42 .0 
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COSPIDENTL\L July 31, 19112 

'WC-l!M!ST11&111' SERII:S 8 r:on:s 

The tabla below oQOp&reo t.o ouneoted ooheduleo ot rateo on the 

propoeod tax-investment Seriea B notes with approximate current market levela • .. 
It is baliavod that the rate paid on the Sorioo ~ noteo at the end of the 

firot six montho or the firot year should eqUAl tho market rate in order to 

induce invoatora to pu.rchaao the notes •• an 1n•oatmont. It is not bel1oYtd 

to be necoasary for the rates in the later perioda to oqua.l the carket ratoa, 

since the currant rate will then bo auttiolently 1>151> to provide a real 

inducement to the 1nvoator to ho ld tho not oo rather than to redeem th<m at 

tho 'l'roaoury. 

(Per cent per annum) 

our rent 
markot 

yoar ,6o ,6o .&J ,6o .6o 

.9(> .78 l.al .84 .84 

1/2 ycaro l . al .es 1.20 .96 .9(> 

1.20 .9(> 1.32 l . ()lj 1.05 

1/2 yearo 1.32 1. 03 1 .}2 1.10 l . H 

1.!,4 1.10 1. 32 l.U. 1,20 

.• 
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SURY DEPARTMENT 

It OJrl'IC~ COMMUNICATION 

DATI: Jul;r 31 ' 1942 

SubJect: 

Bu.ur:r 

1. Borroving requireaente are .. t1Aated at 
$1,6 billions tor Auguat and $2.5 billions tor 
Septeaber 1n addition to aaounta obtained b;r (1) 
the aala ot a&T1nga bollda, (2) the aale ot tax 
notea , (3) the reopening ot the 1962-7 iaaue and 
(4) the &ale ot $350 ailliona ot Treaaur:r billa a 
week. 

2. S1noe e&T1nge bonda tax notea and the 
1962-7 iaaue will abaorb moat of the aTa1lable tunda 
ether than bank funds it would follow that moat of 
the aecuri t1ea otter;! in the open-~~arlr.et finano1ng 
in Auguat and Septeaber and moat of the b1lle ieaued 
will go to oommeroial banlr.a , 

3. l:xoeBB reeerTae in New Yorlr. baTe bean de­
oli n1ng a1noe earl:r 1941, and are now at the lowest 
leTal a1noe September 15, 1937· !b1a emphaaizea the 
deairabilitz of LaproT1ng the r eaarTe aituation 
before the next general ofter1ng of Treuur:r uour1-
t iea, 

4, There are 2 oert1t1oata ieauea that suggest 
themaelTee tor the .Auguat finano1J16. Kither of these 
iaeuea would constitute the third ot a regular aeriee 
of certiticatea aatur1ng between tax datea. An S-1/2 
month certitioate maturing Hal 1, 1943 would requi.ra 
a 3/4 peroent coupon and would eell at a price to 
r1eld about .73 percent, An 11-1/2 month oert1t1oate 
me. turing Auguet 1 , 194 3 would require a 7/8 percent 
coupcn and would sell at a "prioe to yield about .85 per-
cent, 
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Secretary Morgentbau - 2 

I. Amount ot Money to be Raiaed 

The restricted-issue borrowing programs -- eav­
ings bonds, tax notes and the 1962-7 iasue -- and the 
$350 millions a week bill program will provide an im­
portant part ot the new money that will be required 
i n August and Septe.mber. '!'hey reduce the financing 
that it will be necessary to conaider to $1.6 billiona 
in August and $2.5 billions 1n September -- a total tor 
the 2 months ot $4.1 billions. These amounts are mini­
mum amounts because no allowance has been made tor tunds 
intended t o provide a permanent inoreaae in the Treasury 
working balance -- a working balance 'Mhl.cb 'IIIla equ1Ta­
lent, on July 27, to 15 daya' expenditurea at the current 
rate. 

An analysis ot the oash poaition ot the various 
olaseea ot investors in the country leads to the oonolu­
aion that most ot these $4.1 billion• muat come trom the 
commercial banks. A small portion ot the money might be 
raised from other investors, but the funds ot these in­
vestors will have been exploited to a very considerable 
extent already by the sales program covering tax notea, 
eavings bonds and the long-term tap iasue already inaugu­
rated. Accordingly, it ia to be expected that the volume 
ot Government borrowing from commercial banks, between 
the bill program and the open-aarlr.et general financing 
program will come close t o $4-l/2 billiona during Auguat 
and Septe=ber. 

II. The Reserve Situation 

Vi th the large sums· which must oome tro= banks at 
thi a atage the importance to auooeaatul financing ot 
maintaining adequate exoess r eserves cannot be minimized. 
Total excesa reserves on Wednesday, July 29 amounted to 
$2,196 millions, ot which onl y $253 millions was in 
New York City. Wi th the exception ot July 15, this vas 
the lowest level ot total exoeas r eserves since April 13, 
1938, and ot excess reserves in New York City since 
September 15, 1937. 
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Secretary Morgentbau - 3 

Chart I attached to th1a memorandum ahowa the move­
ment or exoeae reaervee einoe the beginning ot 1936. The 
trend in exoeea reeervea or Hew York City banke hae been 
downward, it will be DOted, dnot early 1n 1941. For 
banke outaide Hew York City the downward trend started 
laet winter, The decline in total exoeae reeervee it 
accounted tor primarily by the aharp 1ncreue 1n the vol­
ume or money 1n oiroulat1on and by the growth ot r eaervee 
required to cover the eharp increaee 1n bank depoeita 
tbat hea occurred, A brier euamary or the principal 
tactore intluenci~ the movement or exoeee reeervee einoe 
November 5, 19~1 (the t1rat date tor which tiguree are 
available that take account or the laet change 1n reeerve 
requ1reaenta - the 1noreaee on Hovetaber l, 1941) appears 
below. 

Jaotore Influencing Exoeee Reeervee 

lloveaber 5, 1941 to JUly 29, 1942 

(In million• or dollars) 

Factors Decreasing Exceee Reaervee: 

Inoreaee 1n money in circulation •••• •••• •••• I 2,226 
Inoreaae in required r .. ervea . .............. . 1.161 

Total •• •• ••...•.••••••. ••••••••..• •••••••• I 3,3S7 

Factore Increaeing Exceee Reeervee: 

Inoreaee in Federal Reeerve bank hold1nge 
ot United State• aeouritiee • •••• • ••.•••••• • I 

Inoreaee 1n •treaaury currency• •• • •••....••• 
Deoreaee 1n Treaeury deposita 1n Federal 
Reaer•• Ballke . •. . .. ..... · · · · · · · · • · • · · · • • · • • 

All other (net) ••• • •••.• •• •• ..•••..•. •• •••• • 

926 
101 

total. • • • • •. • • .. . • •. •. • • •. •. • • • • • • • • • • • • • • t 2,177 

Deoreaae 1n lxoeae Reeervee • •• • •.•.•.• • .•.. • t 1,2l0 
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As will be aaen tJooa the abon taltb, t:ha &»caaUJIC 

oauee of t:ha 4&araaae in azoeaa ra•~•• «urine t:ha ~od 

II&& b .. n an inaraaaa ia aonaT 1D o1roul&Uon of 12,226 1111-

Uone. Of t:hia iaaraaaa, onlT fl,Ol 111ll1ona, or !5 paroat, 

na aet b:r ourruo:r i .. ue4 ll:r t:ha 'h-aanr:r. the r....U4&r 

- 12,125 111lllona, or 95 paroent - aa aet ll;r Olll'rano:r 

iUU&d b;r t:ha ra4aral ~l&rft JlaAk&. If t:ha tlbob inara .. a 

had been aat b:r ~aanr:r CIUI'l'&IIOJ, or if t:ha radaral ~·~• 

Bank• had offaat t:hl inaraaaa in ra4&ral ~·~• Olll'rano:r 

b:r the purohaaa of Oo'f'arJUMnt obl1cat1ona, the daaraaaa in 

exoeu r••~•• would not ha'f'& oooarred, &D4 the ~anr:r 

would han had the llanafU of the iaar ... a in aona:r in oir­

oulat1on for ita finanoinc prosru. As 1t na, pract1oall:r 

tbe tull force of tba inaraaaa in aone:r in circulation 

reduced aaaber llank r••~•• &D4 tbua t11btanad the aona:r 

market . 

!he tl,l6l clliona 1Daraaaa in r14u1rad r••~•• 
due to dapo&i t n;pan&ioa plaTed a .. oon4&r;r role to the 

lncreaae 111 .ane:r in ciroulation dUring tba S aont:ha Juat 

ended. It u not unllltal:r, llowe•ar, that tba ralat1n 
laportanca of 'blaa two fac\ora aa:r lla ra'f'araad ln tba 

:rear ahead men Oo't'arnaant llorrow1JIC troa tba bank• 11&7 

be or a nr:r auoh larcar a&CJI1tuda tb&Jl bc'atofora. 

Data on 'be iaaraa .. 1D n :oa .. r .. ~•• wbioh WDul4 

be pro'f'idad ll:r lo'IIC'ing t:ha ••• York and <llloaco require­
menta troa t:he pr .. ant 26 paro111t to 2~ paroant, 22 par­

cent , or 20 paroant, raapect1nlJ, ~ear in the table 

that follon: 
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Secretary Morgenthau - 5 

Exceee Reserves in New York and Chicago and Incr eaeea 
That Would be Obtained by Lowering 

Requireaente in fbeae Oitiea 

(In millions ot dollara) 

ew 
York Chicago Combined 

Exoeee reservee July 29 . • 

Estimated i ncrease 1n 
excess reserves, it re­
quirements were lowered 
to -

2- percent .•.•...•...•. 
22 percent •.•••.••.••• • 
20 percent •..••......•. ·~~ 990 

f 322 

f 4oo 
goo 

1 , 200 

Tne foregoing estimated inoreaeee in exoeee reserve• 
t hat would occur it reserve requirement• were lowered in 
New York and Chicago have been taken trom a memorandum 
aubmitted to the Board ot Governor• ot t he Federal Reserve 
Syatem by Dr. Goldenveuar. 

III. Background tor the Rev Iuue 

There are a number ot maturitiea that aigbt be ottered 
t or the August financing but before d1aouaaing the. it 
might be well to turn attention to the recent aarket tend­
enciee with respect to the abeorpt1on ot ahort-tena Govern­
ment eeouritiee by the varioue ala•••• ot inveatore. 
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Secretary Morgenthau - 6 

(a) 'l'reaaurz billa. Oo•aro1al banka in tbe 
f1nanoial oentara b&Te been traditionally the princi­
pal holdara of !reaaury billa (Obart II). !be recent 
efforte to broaden the1r market included tbe Pederal 
Reser~ Board announce•nt, on April 30, of a buying 
rate of 3/S of l p ercent. One purpose of th1a posted 
r ate, wh1oh was higher tbln the going market rate! waa 
to encourage a wid er 41etribution of Treaaury bil a 
and other short-term Treaeury aeourit1ea than bad 
h1 ther to been obtained &lllOD8 eaaller banking institu­
tions out aide of !lev York City and Chicago. !be table 
below indioatea that to a degree th1a action vae euo­
oeaaful for einoe April 30 approx1Jiatel7 68 percent 
of the inoreaae in priTately-held billa outatanding 
vas taken by inveetore other than banks i .n !lev York 
and Chicago. Purohaeee by non-inetitutional inTeatare 
were elllall during thia period, euch holdinga haTing 
increaaed by only 2 percent of t he aggregate inoreaee 
available • 

• 
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Abaorption of Inoreaee in frt.,ur1 Billa 
~rU 30 - June 30, 1942 

(Dollara are milli one) 
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Peroent 
Aaount of t otal. 

increase 

Inoreaee April 30- June 30........ $555 

Lea• - amount absorb8d b7 Federal 
Reserve Banta ••• •• •• • • .• ,. . ...... _!2g 

Balance aYailable for priYate 
abaorpt1on....................... 4o3 100 

Absorption bfl 

1. OommeroiB.l. banks in central 
reeerve cities 

New York .•• ••.•...•.. • ••. 
Cb1oago ••• •.• ... • .....•. 

Subtotal •••• ••••.. . .•... 

2. Other 1nYeatore 
(a) oo .. ero1al banke out­

aide Hew York and 
Chicago • ••.. . ·· • • • • · · · 

Mutual sa't"1nga banka •• •• 
Insurance oo~~pan1e• .•• •• 
~1 others . •• .. ..... . ... 

Subtotal . . • •.. · • • · · · • • • · 

7 
.l:ll 

130 -
236 
10 
19 

_.! 

$273 

2 
..JQ 

32 -
59 

2 
5 

.2 
6! 
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lJI OODI1dlr1q th1 f0r1p1q 1 t llhould be noted 
that o01111ero.1aJ. ~~ o11t11de of oentral re1ene 
o1 tiel ban 81'0Wll 1n u.portanoe •• holder• of 'l're&l­
ur)' b1lll 11noe the latter part of 1941, 'fh11 ba1 
been aade poee1ble b)' the 81'1&ter d11P1r11on througb­
out the oount!')' of Gonl'llllent upen41 turu than of 
reoliph troa lither ta#Uon or borrov1q. Another 
faotor hae been the Y1thc1Nwal of balano81 b)' bante 
outl14e llev York 01 t)' troa their 001'1'11P0n41nte ill­
lid• Rev York 01t)', aJ.thoup th11 tendeno)' baa 
41a1n.111he4 1n reoent aonthe. To 1oae n:tent, th1e 
lut-nued faotor hae enabled the banltl outl14e 
Mev York 01t)' to aa1nta1n the11' own r81ene poi1Uon• 
at the u;pen11 of the reeene• of bank1 1n llev York 
01t)'. 

(b) Oert1f1oatel. The 1a1uanoe of oert1f1oate• 
ot 1ndebte4iieu , •• aeo del1gned to broaden the llal'­
ltet tor llhort-tel'm !re&elll')' IIOil1'1t111, and to oater 
to the inY11taent need• of non-banlt1ng 1nveetor•. 
f1guru on the d11tr1but1on of hold1ng• ot the tvo 
111\lll that h&Ye been offered throw add1t1onal light 
on the lllOOell of att•ptl to broaden the llhort-tel'lll ' 
ll&rlr.et. The t1guru are llhown ill the table below: 
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seoretar:r Korgentbau - 9 

Ownerebip or Cert1tioatea or lndebtadneaa 
Ola .. it1ed b:y T;ype or InT .. tor 

June 30, 1942 

( In a1ilione ot dollara) 
I Jiount Percent 
:1/2% cer-:5/8% cer- 1/2% cer- :5/B% cer-

Claee ot InYeetor itiricatea:tiricatea t1ticatea:tiricatee 
: maturing i ~~&turing aaturing i •turing 
: 11Q;f!!2 ! 2Q;Jii.l ll'/1Jii.2 i 2/lJII.l 

I , Com:cerc 1al Banke 
in Central Re-
aerYe 01t1ee 
1. Nev York • • • • • • I 312 • ~6 21 2~ 
2. Oh1oago • • ••••• 86 11~ _i ~ 

Subtotal ••••.• 398 500 .lZ. .Jl 
II, Other PriYate In-

Yeetcre 
1. Commercial 

b•nk• outside 
Nev Yorlt .nd 

629 4o Ob1oago • •• • • • • 441 29 
2. Mutu•l eaY1nge 

36 3 3 banks • •••.••• • ~ 
3· Insurance 00111-

63 8 ~ pan1ea ••••. . .. 129 
~. Other corpora-

tiona, indi-
•1duale .nd 

4ll l~l _ll __g£ truete ••••.••• 

Subt otal. •• •.... l ,o41 1,081 69 69 
= = 

III. Other InYeetore 

1. Federal Re-
7 lj. 

eer't'e Banke • •• 59 
2. Go•ernment 

•genciee and 
9 - -trust runde .. , - -

Subtotal •• •••• 68 7 ~ - -
IV, Total • • . •. ....•••• 11,507 111588 100 100 - --

• 
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Seoretarr Morgentbau - 10 

Oertitioate ieeuee ba•e alec been euooeeetul in 
appealing to in.eetora other than t1nanoial center ooa­
mercial banlte, it appear a , more than 2/J ot each iuue 
going to banlte outside Hew York and Ohioago, other 
corporations, 1nd1Yiduale , and truete. Mutual savings 
banke and 1neuranoe oo111pan1ee were ot llinor illportanoe 
ae certificate boldere, ae lligbt well have been expected. 
The ell&ller percentage bold1nge b7 ineuranoe companies 
ot the 5/11 percent oert1t1oate ottered in June than ot 
the 1/2 percent i ssue ot April were undoubtedl7 due in 
part to the depletion ot ineuranoe oollpanf cash b7 their 
purcbeaea ot the restricted 2- l/2 1 e ot 1962-67. 

A ooapar1aon ot d~tribution ot holdinge ot the 
earlier ieeue with that ot the later one indicates that 
the relatiYe importance ot oOIIIDeroial banks outside 
New York and Obioago wae greater in the case ot the 
June otter1ng than it vae in the .April ottering. Indi­
vidual•, truete, and non-financial oorporationa, on the 
other band, were less illportant boldere ot the second 
oertit1oate ieaue than they were ot the first, both on 
a dollars-and-cents basis and on a percentage baeie, 

IV, The Hew Iuue 

There are two oert1tioate ieeuee that euggeet th .. -
881Yee tor the Auguet tinanoing, Either ot these 1eeuea 
would constitute the third ot a regular aeries ot oer­
titioatee ~~&turing between tax datee. An 8-1/2 aonth 
oert1t1oate maturing Kay 1 , l~"J would require a J~ per­
cent coupon and woUld eell at a price to Jield about . n percent. An 11-1/2 month oert1t1oate •turing 
Auguet 1 194J woUld require a 7,8 percent coupon and 
would eeil at a price to 7ield a out .85 percent, 

The •oet 1111portant objection that might be railed 
to the 11- 1/2 month oert1tioate ie that it would Jump the 
rate 1/~ ot 1 percent over the laet 1nue. The moat i ... 
portant point in ita taYor is that the higher coupon 
would tind greater acceptance a1110n.g country banltl and 
non-banking inYeetora thaD the lower coupon, A collateral 
point ot importance 1e tb&t the anohor which will have 
been placed on the long end ot the oert1t 1oate aeries 
will make it more difficUlt tor pereone who desire to re­
adjuet the 3/t. pe.roent bill rate to argue their oaee. 
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Secretary Morgenth&u - 11 

file table that tcllove oonre pz-icea and ;rielde 
~n the oert1t1oate ieeuee referred to: 

' Eetia&tad Prioee and Yield• on Propoaed 
Mev treasury Otter1nga 

(baeed on oloeing bid pricea, 7/,0~2) 

: : :lj)proxl-
:Ooupon:latillated: ll&te 
: : 71eld : price 

Oert1t1oate ot indebtedneee 
due 5/1~3 (8-1/2 months). .. 3~~ 100..1/64 

Oertit1oate ot indebtedneee 
due S/1~3 (11-1/2 ~~he). . 7/S~ 100..1/64 

Attachllenta 
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TREASURY DEPARTMENT 

INTO 01"1'1CIIt COMMUNICATION 

DA .. hlJ' 'Jl, 1!)U 

W1Ua Yel')' f .. ozeepu ... , pl'lua ot GoYo_., 

.. OUI'Uloa 1oat poiiH ~ tiM wok ..... lut lll&llt 

4e~n.. l"•~ ap to 5/'1 1a tile oaao ot tlao to....,-o ' 

2-1/21 a ot 1- __ ,_. 1M ... 1 1 a of Dooollllol' 19119-51 

o1o .. 4 1ut a1pt '~' ~/,_t ... V'JZ tna a ...­

ap, 'llhllo tii!O 2-1/11 • of 196 •71 1oat Y12o fto ro­

dl'1oto4 2-1/1'• of 19~'7 ....,.,.. • .. ou- of •t ,a 
4ur1JI& tlao •••• alaii111C , •• , • ..., ., 100 ... /:, •• 

A ootQIIII'l- ot IIII'I'OIIt pl'looa wUil tllooo of 

llaJ'Ob 19 eo .. tbat llllon- u& ..u..-toN ao0111'1Uoa 

ooaU.O Rlln.DU.U, llolow tboll' loYola of tbat tate, 

rotleotliiC ltoUa -nl&&Uoa of JII'Oal- all4, 1a tU 

- of .,., of tlleoo u•••• 1'0&1 -.ftet .. ollaoa. 

Pl'lo .. of 1o....-t- ..... ~or, an pu~ 

a'boYo Uloll' 1oYela of tbat tate. (Boo aUaobe4 *-' 
all4 tUloo.) 

Oonlfi.•toa of U4oltto4ao .. wro t1N fall'l .. tiM 

nu, •• 518 ponont 1.... alallliiC lut lll&llt •' • 

P1'1M to J10l& 0.59 poi'OOnt, U .......... w1tla a JlOl& 

or o. 6o .. roo•' a ...- ap. !lao ....... rate • tile 

nakl7 ottol'lq of lt111a I'OH traoUoaallJ to o."' .. _,. 
Jluollaooa 1t7 tile r. .. nl Opoa llai'Ut ,.._, ._... 

1q t1ao ..u, -u.. to tu1 111111ou, -lot.& of 

191 111111•• of ltllls· 111111 ... ot oonltl•'-•· 

u& r7 .UUoaa of 1o •'•• U4 ..... prtaolpollJ 

Uao *'• of ... hr 1 • laloa - oOat1ao& to 
15 un• ... of Uao parU ,_ ..... I'• of 1,_7 · 

u& lt111 •ivt.Uoa totalo& 115 1111Uou, ao tba' 'be 
nU lnol'oallo 1a Uao .. ntoUo _. .,1 11111

'••· 
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TREASURY DEP/ R'l'IIEJIT 
1/a:shington 

FOR RELEASE, MORIIJNO NF.'tiSPAPERS, 
Mondai~ Auaust 3 , 1912 . 
7/31/ 

Press Service 
No. 32·66 

Secretary of the Treasury l!orgenthau today announced the 

offering , through tho ~'ederal Reserve Banks, of an Pddi t tonal 

amount of 2-1/2 percent Treasury Bonde of 19o2-6? , for which 

cash subscriptions are in vi ted ot par and secrued 1nt·ereat , 

th.e amou.nt to be issued not be inc s ;'leeifically Umi ted. At 

the some tlme the Secretary announced that additional rights 

not heretofore accorded would be attached to the bonds , through 

provision for their optional redomntion , at par and accrued 

1nteroet, upon the doo.th of the owner , for t ho purpose of 

satisfying Federal o~tate taxes , full porticulors in such 

respect appearing in the offici~l circular. 

The bonds now offered will be an addition to and will 
form a port of the series of 2-1/2 percent Treasury Bonds of 
1962- 67 issued pursu"nt to Departoont Circular No . 685, da t ed 
May 4, 1942 . They oro identical in all respocto with such 
bonds, with which they will be freely interchangeable, Tho 
bonds are dated May 5 , 1942, and boar i nterest from that date 
at tho rate of 2-1/2 percent per annum payable 3om1annually, 
with tho first pa}'Ment dUe December 15, 1942 . The bonds will 
lll!lture June 15, 1967, but may be redeemed, at tho option of 
the United States, on and after Juno 15, 1962. Bonds regis­
tered both as to Principal and interest will be iesued in 
denominntione of ~100 , 6500, $1 , 000, $5 ,000, 1110,000 and 
tlOO, OOO; they will not be issuod in ooupon form prior to 
May 5, 1952, but coupon bonds in those denominations wlll be 
av~>1lebl'l end f reel7 interchangeable with the regiatered bonde 
after thft t date . Those bonds will not bo available for aub­
scrlption by commercial banks accepting de~ud deposits, nor 
elig!blo for transfer to auch benks for a period of ten years 
from May 5 , The bonds may be pledged as colletorel for loane, 
including loons by commercial banks which eceopt demond do­
posits, but any such bonks acquiring the bonds beoruse of the 
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reuure of such loans to be pai d at maturity will be required to 
dispose of them in the same m~nner as they dispose of other 
assets not eligible to be owned by banks. hs the offering ie 
not specifically limited in Pmount, it will remain open for a 
period longer than cus tomary. 

Pursuant to the provisions of the Public Deb t Act of 1941, 
in terest upon the bonds now offered shall not heve any exemp­
tion , ae such , under Federal Tnx Acta now or here~fter enacted . 
The full orovieions relating to tAxability Are eet forth in the 
official circuler releesed today. 

Subscriptions will be received et the Federal Reserve Benke 
and Branches, and at the Treasury Depar tment, Washington . Bank­
i ng institutions and security denlers generally may s~bmit sub­
scriptions for account of customers, but only t he Federal Reserve 
Benke and the Treasury Department aro au thorhed to act as offi­
>lal agencies . Subscriptions must be accompenied by payment in 
full. 

The right is reserved t o close the books ee to any or all 
subscriptions et any time without notice . Subscriptions will 
be ellottod in full as received, nnd poymont at pnr and accrued 
interest from May 5 , 1942 must be mnde on /1ugust 3, 1942, or on 
leter allo tment . /,ccrued interest to Au0ust 3, 1942, is $6 . 16293 
per ~1 ,000 , end each day's accrued intoreet thereafter is ~0 .0683 
per ~1 ,000 . Delivery of bonds allotted hereunder wil l not be 
effected earlier ~hsn September 1. 

The text of the officiel circular follows : 

• 
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Ulll'BD SUBS Or AICIJUC4 

'C-1/2 PJRC!ll!'! TliUSU!IT BOIIJ)S OJ' 1962-67 

Dated Md bearin& intero•t from lfa.y 5 , 1942 Due Juno 15, 1967 

R!1Ir:IZ!!ABLII AT Tl!il OPTIOll OF Tl!il Olll'l'BD 51'ATBS AT PAll AND ACCRUJD I IITBRllST ON 
AND AJ'l'.BR JUliE 15, 1962 

Interoot PS¥&bl e June 15 and December 15 

1942 
Dopor~cont Ci.rcular Po, 692 

nocel >unce 
Bureau of tho Public Debt 

ADDITIONAL ISSUI 

TIIIIASUIIT 1EP .&liTXKll'1' , 
Office of tho Secretary, 

Waohiagton , August 3, 1942. 

I. OFJ"'...!U!!G Or BONDS 

1, The .. cretary ot the Treasury, purouant to the aut hority of the Second 
Liberty Eon4 Act , as amonded, invitee •ubecr1pt1ont, at par and accrued inter­
cot from t ho people of tho United State• for bondo of tho United Statos 
doslcnatod 2-l/2 percent Treaouiy Bonde of 1962-67. Theoo bondo wil l n;t be 
nvallnblo tor eubocriptlon, for · their own account , by commercial bankO which 
~ccept domnnd dopooito. The amount of tho offerins lo not opeclficall y limited, 

I I . • IESCJUP'!'ION 07 BONDS 

1. Tho bonds nov offarad Will ba an addition to end will form a part of 
tho oarleo of 2-1/2 percent Treaoury Bond• of 196-c-67 loouod pureuont to 
Deplll'tmont Circular llo. 685, dated 11a.y 4, 1942, will bo freely intorchanj;oable 
theMYUh, and vo ldont1CI\l In .Ul roepoctl tborovlth. 

2. ?he bondo will bo 'dated 11a.y ; , 1942, 1\.~d will boar intereot !rc11 that 
date at ~be rate of 2-1/2 perce:>t par MDum, ~blo on a ooaiNUiual baoto on 
Juno 15 and Decozobor 15 i.n each year until tho principal amount bocomeo pay­
able, tho tirlt paymant being IIWI.o December 15, 1942. Thoy Will lll&tura June 15, 
1967, but CA3 bo redeeced at tho option of the Unitod Statoo on and after 
Juno 15, 1962, In whole or in part , at pnr nnd ~ccruod int oreot , on any intcr­
~~t ~ or dnyl , on 4 conthe1 notice of redecption &iven in euch manner aa the 
Seer otnry of tho Tronoury ohnll prescribe. In oa,e of partial redemption t ho 
bonds to bo radoomod ~il l be dotorol nad by ouch method ao 00¥ be prescribed 
by the Soorot nry of tho Troneury. 7roa the dato ot rodo~ption dooignated in 
any such not1co, interoet on tho bond~ cnllod for redeaptioD ~ball cease. 

3. Tho incomo·dor1vod troc tho bondo •hall be •ubjeot to all Federal 
taxee, nov or hereafter tgposod, The bond- ~hall be ~ubJect to e•tate , l ,nheri­
tance, cttt or other oxci,e taxea, vhetber Federal or State, but &hall be oxempt 
fro: all taxation nov or hereafter lmpoeod on the principal or intoroot thoro­
of by any State , or any of tho poo•eo•ion• of the United St&teo, or by any local 
tAX1ft6 authority. 
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4, The bond• >nll not be accept&blo to oeeure dopoeit• ot public mone)'l be­
fore KoJ 5. 1952, they will not be..r the circulation prioilcgo, ..nd they will not 
be ontitlod to An¥ privilege ot conYoroion. 

5. !ond• regiotered ae to pr incipal and intoro•t will be issued in denomi­
nations of $100, $500, $1,000 , $5,000, $10, 000 nnd $100 ,000. The bonds will not 
bo toouod In coupon form pr ior to ~ 5, 1952, but will be nv~il~ble in coupon 
tor~ ntter that dnto, in t ho same denomi nation• ••• ~d troely interch..ngeable 
with, tho rogi•torod bonds ot this ieaue , Undor ruloo ond regulation• preocribod 
by tho Secretary ot tho Treasury, provhion ldll be 01\de tor tho traM tor ot t ho 
~ond• , othor than to c~crclal bank• which accept do~d dopo•ito, and for ex­
chang•• ot dono~inationo . They vill not be oli,iblo tor tran•!er to eo~ci&l 
banko which accept deoand dopooit• botoro Me¥ 5, 1952. HoveYor, the bond• ~ 
be pledged a• collaternl t or lonna, i ncluding loon• by coaaercial ~ ~ch 
accept douand depo01 to , but any euch bank acquiring aucb bond• bet ore Kay 5, 
1952, boct~ule of tho failure or OUCh loan• to be paid at oaturlty will be re­
quired. t o 4lt~po-e ot thCl;l 1n the s.aoe canner at~ thq 41apoao of ot!::.er a.s,eta 
not olicible to be owned by bankl. • 

6. An:$ bond I iloued hereunder , or under the pr~Yioion• of Deportment Cir­
cular No. 685, dated Ma1 4, 1942, vbich upon tho d&ath of the owner constitute 
part of hil ••tate, will be redeemed at tho option of the duly constituted 
repre~ontnt1vo~ f! tha deceaqed owner'~ et~t&te . at par and accrued interest to 
dato of paymont,!f Provided: 

(a) that tho bonde were actually ovnad by tho decedent at the 
time ot hi• death; and 

(b) that tho secretary of the Treaoury be authorired to appl y 
tho ontiro proeeado of redemption to tho payment of Federal 
eatate taxa~. 

IW&htere4 bondl oub&Uted for redemption horoundor ....,., bo duly aodi;Ded to 
''lho Secretary ot tho Tr-oury for redemption , the proceeds to be paid to tho 
Collector or Inte rnal RoTonue at for credit on Feder&l • • tate 
taxo• dua fro• • •tate of • I Owing t o tho periodic cl .. ing of 
the tranofer book• and the impc.sibility of otopping PftYDODt of intere.t to the 
roct~tored owner during the cl~ed period, rec1•tere4 bon~· reeet.e4 &ttcr the 
clooing ot t ho booko for ~ant during suoh clooo4 period will be paid onlY at 
pAr vlth a do~~otlon of tnterost from tho 4&te of P'fDtnt to the next lntereat 
payment dnte;~ bonds received during the cloood porio4 for paymant ~t a date 
aftor tho bookl roopan will bO paid nt par plu• aocruo~ interoot frou the re­
opening ot t he book• to the date of pAYmont. In oithor CAoO oheckl for the 

1/ An oJAct halt-yoar ' • inter eo t i • cogputod tor oooh tull half-year period 
Trrol!lpoct1ve ot the ac!.unl number of da)'• in tho halt r oar. Jor A fractional 
part or any hnl! yonr , couputation io on tho ba•i• of tho net~~ number of days 
In ouch MJ.t ynr. 6 
g/ Tho trt~notor booko ore cloood tron Kay 16 to JUne 15, and fro~ Noveaber 1 
to Deceubor 15 (both date• inclusive ) in oach year. 
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toll olx aonthl int oreot due on the laot 447 or tho olooed period will be for­
VIU'dei to the. qwor in duo course. 411 bondo eubal tted DUO\ be accoapanied bT 
rorn PD 1782.!/properly coepletod, oi gned and evorn to, and by a certificate 
ot the ftpPOintaent ot t he pero0081 repreoentnU.,.,o , under teal or tho court, 
~ted not eoro than 6 aontho prior to the •ubol•oion or the bond• , vhich oball 
•hov thAt at tho date thereof the appointuent va. etlll in force and effect. 
Upon pAYQont or tho bond• appropria t e ~•oorandua rooolpt will be torvarded to 
the roproaont r.tlvoo, vhlch vlll be follovod In duo course by Cormol r eceipt 
from tho Oollootor of Internal Revenue . 

1. iixoopt "" pr ovided in the precodll\6 J'>lll"ll>rllPh• , tho bond. vi~ be oub­
Ject to t ho l"nor&l r ogulntlon• of the .'l'roMury l>o],l\l'tnant , nov or hor eaftor 
pro•crlbed sovernl ng United States bondt. 

II 1. SUBSCRIPT I Oil A.l!D ALLO'l'IWI't 

l. SUb•crlptlono will be received at the Pedtral Rooarvo BankO and 
Branche• and at the 'l'rea•ury Departcent, Va•blngton. B&nkinc lnotltutlono and 
•ocurlt;r dealer• cenor&ll7 <»¥ subclt •ubecrlptlone tor account or cuetollore, 
but only tho ll'odor&l R6aorve llanlc8 and tho Troaoury Dopartaent are author ized 
to act ao official acencie•. Subscription• =uot be accoapaniod b7 payment in 
toll for the aaount of bonds applied tor. . 

2. 'l'he Socrotar,y ot tho 'l'roa•ur:r reserve• the right to reJect AnT •ub­
•crlptlon, In Vbolo or In part , to allo~ leoo than tho agount of bond• applied 
for, end to cl ooo tho boo~ n• to &n7 or all auboor!ptlono at &nT time without 
notice; nnd anr nction ho may take In the•• r o•pocta •hall be final. SubJect 
to thooo roaorvatlono, nll oubsol"iption• ~till bo nllotted In full. Allotment 
notice• w!ll bo oent out pr omptly upon allotment. 

IV. PAYKE!l'l' 

1. PI\T-DOnt nt pnr 1\J>d ACcrued !ntereot tro• Nay 5, 1942, !or bonds dlot­
ted hereunder uu•t bo Qade on AUguOt 3, 1942, or on lAter allotment. Accrued 
intorcat troa ~ 5, 1942 to Auguot 3, 1942 lncluo!ve it $6.16293 per $1,000. 
l•ch da;r'e ACcrued lnter .. t thereafter 10 $0.06&3 por $1,000. AnT qualltied 
depositary vill bo per~itted to aeko Pft¥aOnt b7 credit tor bo~d• allotted to 
Ito cuato""ro 11p t o &n7 ..,.ount tor which It •hall be qU8llt1od In exce•• of 
OX!•tlnc dopooit e , vben oo notified by tho 1oderal Roaorve Bank of It• di•tr!ct. 

V. GENERAL PROVISIONS 

1. A• ti•cal agent• of the United state•, Pedor~l Re•erve BankO are autho~; 
hod and roquo•ted to rocelvo subacrlptiono, to t:t&lco allotaont s lip to the &Dioun 
Indicated by the Soorotary of tho Treasury to tho rodoral Roeerve Bonke ot the 
rospeot ivo d1 s tr1ota , to 1seuo allotment noticet, to rocotve pa,cont tor bondt 
allotted to unko dellvory o! bond• on !Ull-pnid aubocriptlono nllottod, and 
thay mA¥'1•oue Interim receipt• pondlnc delivery of the dofinitive bonds . 

2 'l'ho Socrotary of the 'l'roasury may at &n7 tlmo, or tro~ tim. o to t!mtet, 
• ru1 and r o-·' •tion• covern!nc tho o er-

pre•cr1bo <~~Uppleaental or 81.10ndatory 8111 •_,. R Bank 
Inc, vb!ch vlll be cocuunlcatod proapt17 to the fodoral •• •r•e •· 

l!lDIRY IIOIIGl:IITIILU, JB • • 
!/ Cop!eo or Foro PD 1782 ga;r be obtalnod trou ~ SeorotarT of tho ~roa•ur7. 
7•~• al Reo or.,., Bank or trOll the Treasury llo;>M't uant • 
Va.•htncton, D. c. 
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PROK1 !Ill SICUUI!a 

!01 lfl'. Outoa 
llr.Paul 
llr. !IIIIa ..... hit••• 

c:J. ·· _...,...., ~ .. 

hl¥11., 1841 

rv ,., a ..-, s-t• tan 11u .... aUukiac 
the Tr••la'J .... ,.._... .. IIOllotJ 111 tlle ., .. 1117 IIU 
tabn the lllltlatln to pnpare u • ••· 

'!he Gt11tral c ... ol'a ottloe 1a aappoo .. ..a lq, 
to ntoh tor orltloU. ot the rr .. _, • tile i111. 

Ill the tutve, I woul4 llb h pat the NepoulbllltJ 
011 lfl'. laU to •toll tor &Ill •lor •lUtlla ot tllt .,_..., 
or • ua 1tr111c U to_, aU111t oa. .... r.lul wftla ftik.· 
011 the P"'-P_li tbt GWral c.-11 '• ottlto t• w..auoa 
troa tbi Bill ID4 Mr. Sohwara' otflot ab01114 •tob ~ -­
papera ID4 brlq tho ollpplap to Jr. lalua't att•tloa. 

tlltll Mr. Ida ntllru, I w01114 appretlato lt 1t 
llr. GutCII woula ut- tb1a ual...-t. 

It tbla ---a-u not .. u~llllat~, I abR14 
b. &114 to talk to .... Gutoa &114 lr. Palal. Ill u, neat, 
I wut to 1tt avo to talk to Mr. 1• abnt thu •• u 
retur~~~. 

fo ..... - •• '"1"-1111 ••• aut,lt u to 
atoh f• thla ••t ot thlzlla {1) tilt P'OIIl la tht Otlllftl 
C01111el '• otflot 111lltb la avppoao4 to watoh t• trltltlw 
• tbt Blll, ua (I) Mr. SGbwara' otfltt &lab u auppoa .. 
to watoh the ,..., u4 ra41o. !b17 ahoul! briM thu 
P'a.,tb oatil Ml'lll..q to tbt att•U• ot Jllo. Ita ~~ la 
tun, alter atlllultlil•ltb _._.,... bt wllboa -a 'CM 
iaao '""'' 1u.u thil ,.. .. n, ttrlq lt to ., att111tloa 
wlth roa '''•tloa. 
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llb A1u lutll llllta14t the fi'IUVJ, tt pt tile k1llt 
ot atvlal thal I • .a. &tta ... U.ete ,,. ell tW 
a '"' ot wbat I iiiiW ._.,. te It t• •· I E M 
npplltl wltll th18 all't ot thlq t._ •• •• 
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_.,. July 28,1942 
,.. a.ort~· loren~ 

~ .A'laa-.i-lll 
Sub~eot: Senate Debate on Editorial Criticism of Congress 

!be ~enate~esterday rose t o itso~ defense. A front 

page editorial, eharply ~ritical of Congress, appearing in 

the faebington Poat .of the precedin~ day, was t be i~ediate 

cause of thie eelf-11nd1cation. But the deoate expanded 

into a general reply to · tbe widespread and insistent crit i­

cis• of Oongr"eaional behavior by news pl!pP_r and radio 

com menta tore. 

There bae been of late widesprPad editorilll criticism 

di rACtl'ld at Congress as a body. The jleneral cna rge •n st 

com r.only leve led is that the legiPletive orench of t he 

Govern•ent continues to engage in " politic~< as usual" wi t n­

out fu l l awareness of the war: 

Editorial di scontent r ega rding ConvreeP ~eca~e oro­

nounced Yi\b t he quickly TePcinrled Congresrional 9~n~ion 

.· 

plan, l.ater tt was expreesPrl with renewed vi vJr over the 

~ranting of unliMited geeo line ra ti on cards t o C1ng rPF~mrn . 

More recently, the criti cism ~s centerPd around Congre~~ional 

failure to enact a eatisfact ory t ax Oil 1, obFtruc t i Jn of 

t he OPA price control oro~r11m, t he c?nflict c )nC·' rnlnjl 

dollar-e-yeer ~en, interfe rence ~It ~ IFB ln CJnnrcti Jn wlt n 
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Tne l~snington Post editorial specifically accused . 
congress of "PO 11 tical pro!i tt>ering. " By implication, it 
blamed the lsgisla.tive branch !or tne inferiority o! 
AmericRn military equipment, !or a !ail~re t o place ceil­
ings on far m prices and wages , !or confusion aoout tires 
and gasoline and for a gene ral pandering to popular desires 
out of concPrn over the ao9roacning Congressional election. 

Senator Taft was alone in expressing specific condemna­
tion of the. Post editorial. He argued that the executive 
depart , ent s of the Government, rather than Congress. were 

I 

resoonaiole f or t ne snortcomings enumerated in tb~editorial. 
He defended Congr~?ssional action on fam prices, •al!!lB and 
ruober, ~~ ~ r rting that "if bla~e·attacnes t o anyone ... • of 
cour~e. i t muat attach t o the ad"' inistrative off icial s. " 
Con~reaP, ~e said , cann1t be blamed . And he ended by 
'lc~us incr t e ne,spape~• s editor of "delioerate l y f?mcnting 
di!"!':tti!>fac~i '>n and di::unity nnd t ne icind of tittN oc r !':mal 
r~cti~ ina ti 1n t4at is oJund t o in trrfPre wit~ t~e ~ ~o•ress 

Jf t::e wa r t '> il .>reater cleg~ee t han ~>ny ".Cti :>n tn3t C·:>ngress 
~ay '> r AY n '> t ta~e . '' 

At L~e ~oncl uPi ;n 1f t~ is s oF- cn. the Sf?nat e' s attenti on 
9'1lr. ri 1Vf rtPd t e• o•nA•i ly t'l a c >us idHati)n of W'lr oroduct i l n. 

In o vr rv r · 1r t t i ·~e . 'PWP '.'" r. Sana t 'Jr . ' I' ''!.~ )nev r :JPe t o 
4 .u•cusf; t ~. r ,>f"ncral Pll ... jrct ,, " rl tic i r·: "J f C'>"l· ~ P~!' t ·: 
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0 0 ,,nPntators and newspapPre. He declared tnat f or RCVeJal 

yea rs Congrf'M has ~igorously supr.or ted the Executive, 

appropriating mJst of the money requeRted by him and 

sup t.orti~g eVf•ry eHor t ot the War and Navy Depa rhenh to 

expand war tac111t1es. "Wore than tha t, 11 he ~aid, "I believe 

the record will snow that the Con~rese has been far ahead 

of botn ~he 'Mar Depart "'ent and tne Navy DepartMent in i ttl 

deRire t o prepare t or war.• 

The Senator launched upon an analysis of the way in 

•~ich editorial coaments are devised. In his opini on •too 

many radio com~entators and t oo ~any editors are merely 

propagand1sts who are trying to convey ~ their l i steners 

or their readers the pointe ot view wnich they themselves 

hold, even though, in many cases, they ent ertain these 

opinione without any tactual basis . '' He cited Raynond 

Gram Swing ae a notaole exception, but accused broadcasters 

in general o! tilling tne air every night with •meaningless 
words.• 

lllr. 01 Manoney' s i.ndictllent pror1pted Senator Chand 1 er 

to interrupt with an excoriation o! radio com•entators in 

general &Dd Upton Olose in particular •. Senator Lucas j oined 

ihe ohorua, obeerring that so tar as the Japanese situation 

ie concerned, Oloee •was just as wrong. aA Kimnel and Snort.• 

S&nator 0 1 Manoney, thus encouraged, went on to asrert 

that 1!he gentleaen o! tne pre~s and o! the radio who think 

they are defending democracy are undermining the very basis 

ot d .. ooraoy because they are destroying the !aith and 

• 

Regraded Unclassified



4. 313 

C)!'lfidence of t ne :)E'!)Ple :>! t ne United States in t nei r 

elpcr.ed repr esE>ntativef' and they a re bUilding the ground­

" ' rk uoon W'l icn t otalitarianism ca.n be r Pa ,.ed. • He sugl"eeted 
• I 

tnn~ rACii o pr •J,rrams IJla:l be in !I uenced by the advPrti sera 

.~, spon(IOT them, that newspaper headlines give distorted 

ver!li :me of events and cone luded wi tn a glowing defense of 

nis co ll eagues . "I know of no memof r ?f Congress wno is 

outti:~g hi s poli tical fortune ahead of his country. 

Cnly Senator Peppe r intP.rposed any objections to Senator 

~·~ano:~ey's oos •rvati ons. The Senator from Florida felt that 

CongresR cou ld ecarcely escape some share of responsib i lity 

for inadequa t e l egislati on. 

Senator Lucas off~red the sug~ef'ti on that Mr. Elmer 

DaviP "prepare a · l5-minute radiJ ad.tress once or twice a 

week f or the oenefit of the •nil lions of . listenPrs he had 

tor1uFnout America vrior to the time he accepted his present 

i noor•nnt pOE'i tl ,~.i 

Senator : • ~a noney inserted into tne record an article 

fr )o the iasr. ingt on Star by T. H. Tnomas to the ef fect that 

t ne press has been so busy bolstering morale that it has 

•iven r ose-colored news and a gr ossly optimistic version 

of tne war's progress. According to the iasnington Post, 
' t here were never m' re than 25 senators in the Chaaber during 

tne progress of the debate. 

•• 
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IIEKJR.lNDU1l FOR THE SECRETARY. 

Jul7 31, 1942. 

IU.il Report 

The volume of mail remains quite light, with the 
seme general topics being diaouaaed b7 our correspondents . 

• 

"';: 

I t is interesting to know that there are probably 
more endorsements of the Treaaur7 tax program than there ' ' • 
are protests , although certain definite tTPes of tax 
still are ver1 unpopUlar. This particularl7 includes 
the oar use tax , and 1 out of 3 letters about it con­
tains a complaint as to theft or loss. Other letters 
criticite both its justice and the method b7 which it 
is enforced. 

A number of letters point out the desirabilit7 of 
an excess profits t ax on individuals, as well as on 
corporations . Income ceilings are frequentl7 endorsed, 
one letter setting the top figure at $15,000. The ratio 
of comment on joint returns is 3 pro and 2 anti. Two 
writers consider the withholding tax unconstitutional, 
and others regard it as cumbersome and sure to involve 
much red tape in its application. There are, however, 
a few endorsements of the idea. Exemptions for insurance 
premiums have been particularlT urfed, and many persons 
ask for an income tax stamp of sma 1 denomination to be 
used instead of the co~licated Tax Jnticipation Certi­
ficates. Suggestions for further taxes include checks, 
marriage licenses, photographs, radios, Unions, beer sold 
b7 the glass , etc , 

There has been a new wave of economy letters, man1 
reporting instances of extravagance in connection with 
local projects. 

Gas rationing has brought several protests from sales­
men unable to continue their work, and a few other persona, 
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Memorandum for the Secretary. July 31, 1942. 

including eome labor leadera, haYe asked intervention 
of the TreasurJ to eecure additional gas. Letters of 
this type usually quote commendatory letters in connection 
with Bond sales as their excuse for asking help. 

In connection with Bonde, the 10% buttons and ~ 
stickera haYe, on the whole , been liked. Several persona 
urge that an individual who baa pledged 10% should receiYe 
a button, regardless of what record has been made in hie 
o.mployer's firm. There ar e occasional requests for tokens 
instead of War Stamps. Letters b?th f rom employers and 
employees are more and more mentioning the tendency to cash 
Bonds at the expiration of the sixty-dey period. Others 
say that buyers intend to cuh their Bonds when incoae 
taxes fall due next Karch. There are scattered suggestions 
for a change in the regulations to provide that Bonds .ust 
be held for the duration, and other suggestions for counter­
acting this condition, Complaints as to handling Bonde have 
fallen off , with 11 mentioning delays to 3 complaining of 
failure to receive interest. 

lnonymous abusive communications have been decidedly 
fewer during the past weeks. For the lest few days, how­
ever or since the Secretary's most recent appearance on 
the Hill, they have again increaaed to some extent. There 
are also many anonymous letters sending clippinge_of edi­
tor ials or etatemente criticizing the Administrat1on. Com­
munications of this type continue to bear the postmarks of 
Chicago, Boston and New York, wi th a very few from the far 
West . 

' 
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GEHER1L COliiiENTS 

J. J , Perling, Chevy Chase , Md, * * * Mr. Secretary, as 
a youthful Professor of Economics , I too enunciated the 
theory of scarce goods and inflat ionary effects of •excess 
purchasing power". But that text-book sophistry is -no t 
applicable to intelligent, far-aeeing ~ __ industrial America 
today. The best proof is that, alreaQY during 1941 and in 
the first half of 1942, the national income has increased 
bJ billiona and there are still nationwide •reduction 
sales • of consumer goods - and no at&mpede to bUT• * • * 
Inflation comes when holders of a national currencz are 
beset with~ts-&Dout the value of their monez - an-n­
panlc-iti'rcken abouri'iiture purchaSing power, people rush 
to convert into material things the currency in which they 
have lost faith. Or when food essentials drop to famine 
levels, * * * Price ceilings , properly adjusted, a.nd rent 
control should keep the cost of goods and shel t er within 
reasonable bounds. There is not the slightest logic in 
the deliberate attempt to lower the standard of living by 
a planned reduction - through excessive taxation - of their 
income , On the contrary, unless plant facilities or man­
power are needed for t he war effort, production for civilian 
use should be encouraged to absorb unemployment and maintain 
morale, How can it serve the Nation or aid in winning the 
war to have tens of thousands of unemployed in New York or 
in other cities? Tax the Jmerican people to the limit nec­
essary to finance Victory, but not to lower their standard 
of living. * • • Let consumer goods be produced where men 
and machines cannot be utilized for the war effort; let 
FREE Americana decide for themselves what they need. * * * 
This is not from a partisan critic of the Administration, 
but from the author of •The Third Term Legend• which dared 
to predict that Munich was a surrender and that Franklin 
Roosevelt would be the leader to consoiidate South American 
opposition to the Nazis -- this in 1938. 

1. K. Getman, Associate Administrator, State Education Dept ., 
Albany, ·N. Y. * * • You are doing a magnificent piece of 
work in public finance , You are putting real vital~ty into 
the President's seven-point program. ***Indeed, 1t seems 
to me that your leadership in that office is more closely in 
step with th~ needs of the people than that of any of your 
predecessors , * * * 
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Favorable Commenta 211 Te.xation 

Edward Zuelke, Chicago, Ill . I would like to submit a 
tax bill that I believe would be fair and atop a lot of 
chiaeling. This must be a payroll tax and should vary 
as to the individual income. There should be no 
exemptions such as for married persons or for children. 
There should be no surtax. We should also have a 5% 
Sales Tax on everything but food and medicine. We are 
going to have to pay for this war, one way or the other, 
so let's start now, with. every~ paying his share. 

C. W. Bendel, New Haven, Conn. Good talking ~ That Tax 
Statement to the Senate Collllli ttee waa good argument. The 
"special privileges* way of presenting the case was excel­
lent. You have got behind the plausible appearance of 
individual right ln the case of )oint returns and exposed 
the "hideout of tax exempts". ***I have tax exempts 
myself because I never knew how to buy safely outside, 
and my wife and I will pay much more with )oint returns -
but it is the right thing to do, and you ought to have 
this reassurance from some of us that we agree with your 
reaaoning and principles. "The pre-Pearl Harbor exemption• 
is a wonderful stroke of pleading, and "special tax shelters•. 

L. N. Winks , Oakland, Calif . I'm sure the House fails 
in estimating the attitude of the public ln general, rela­
tive to taxes . I firmly believe that the masses wo~d 
rather pay twice the taxes they are now paying. This 
opinion comes to me continually from the common r~s . 
I believe if the Government actually knew bow the ~dale­
class feel about it, we would raise our taxes , carry our 
war debt as we go. Our taxes at present are only about 
50% of what they should be . The working man would rather 
pay twice the taxes to help in the war effort while he is 
working, and making good money, than to be encumbered with 
a large war debt to pay after the war is over. 
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Lillian S. Nadal, N.Y.C. I wish to express ~ support of 
your and President Roosevelt ' s tax program which is 
baaed on the ability- to-pay, and which exciudes a general 
Se.lu Tax . * * * Please continue 10ur fight against those 
who would pass a Bill favoring special interest• and dis­
regarding the peoples' abilit7-to-pay. 

Lewis Merrill , President, United Office and Professional 
Workers of America, N.Y.C . The statement you made to the 
Senate Finance Committee waa one of the moat important 
dooUIIIenta which has appeared in recent months, and cer-
tainly, if anything can, this should rescue the President's ,. 
Seven Point Program, which, being indivisible in nature, 
must be put into entire operation to prove efficacious. * * * I think that your statement makes it possible to 
enac t the Program into appropriate legislation. 
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Unfavorable Comment• ~ Taxation 

Brown Kotora, Inc ., Reno, Nev. (Night Letter ) We are 
distributor• for Packard, Deeota, Pl7aouth aotor care 
end International t rucks. Laet 7tar our aalta volu.e 
amounted to over one million d~\lara . The free&ing of 
automobiles and truoka out our aal ea down to practically 
nothing thia year. To date this year we have delivered 
only nineteen new automobiles. ia of June SO we are 

l
aying interest, insurance, and warehouse chargea on 
158,754.00 worth of new motor vehiclea; we are pay 
1,390.00 a month rent for various location• covere~y 

leases . On July 28 your local Revenue Office mailed ua 
notice of tax lien in the amount of $10, 898.81, which 
represented the total amount of lnoome and excess profit 
tax for 1941. Unleaa wa can immediately get thia l ien 
releaaed, it will put us out of business. We have al­
ways paid our taxea in the paat . * * * The Collector here 
was advised a few days previoua to this lien that we were 
working on a deal with a large Government contractor, 
which would make it possible for us to pay the tax in 
full, We also advised the Collector at that time that 
we were arranging for the R.F. C. to make us a loan cover­
ing carrying chargee we had advanced on new care and 
trucka ao far thie year. i t no time were we ever threat­
ened with a lien, and it came out of a clear •kT• If thi• 
lien can be released immediately we wi ll be able to stay 
in buaineaa and our incom.e and excess profit tax for 1941 
will be paid before the end of thia year, in full . * * * 
Thanking you for immediate action in this caee 10 that we 
may remain in buaineee. 

Dr. H. Fiel ding Willinaon, · Bellingham, Wash. We underetand 
there are some advocate• in both the House and the Senate 
for allowing eoae deduction on income tax for insurance 
prellli wu, We don • t think we are DLi a taken when we ny that 
at the preaent time, and for aome years peat, income from 
an annuity i a taxable the aame aa unearned income . We have 
never underatood the rationale back of that ruling. * ** 
it the present time we are building an annuity which will 
pay ua '200 a month at the age of 65. Each year when we 
pay income tax, we pay a tax on the money we put towards 
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that &nnuity. Then when we atart getting $200 a .onth at 
the age of 66, we again pay income tax on wb&tner &JIOunt 
we receive over the exemption at that tiaei which at the 
present outlook would appear to be on near 1 all of it. 
* * * But b7 comparison, bad we placed the same amount of 
mone7 each year in a savings account or Government obliga­
t ions, at the age of 65 we would only pay an income tax 
on the interest earned, and not the principal sum, as we 
doled it out to ourselves at regular intervals . *~*We 
feel that some ruling should be made whereby that rrtion 
of an annuity which represents the principal sum o savinga 
should be exempt from income tax, and a tax only applied on \• 
whatever the improvement amounted to over the period of • 
years the savings accumulated. * * • 

H. D. Tudor, President, Red Elephant Wines, Inc ., San 
Francisco, Calif . I am writi~ this letter to you and 
hope you will read it personally as I can't believe you 
are not sufficiently fair minded to aee the justice of 
the complaint, and do something before it is too late. • * * 
New mines that have no previous production record are 
being unfairly legislated against b7 excess profits tax, 
The large corporations are not hit hard because they have 
been in business many years, with established earning 
records. Comes the little fellow with a buslness just 
atarting and you plan to take hia shirt, perb&pa not in­
tentionally, but by interpretations and your rulings. Take 
for instance our case , This mine was started last year 
when there was exemption on atrategic metals because the 
Government wanted to enc~urage product ion. Relying on tbia 
exemption, we opened tbia quiokailver mine, and borrowed 
$85,000 to get it into production. Havl.n,Q; no earni.n,Q;s 
record, all our income, except ~ investeo capital, Is 
excess profita, and how can we pay off our borrowings? 
It ia theae little operationa that one Department o? the 
Government encourage• all they oan because the7 need the 
production for war purposes , and another Department takes 
away in taxes nea.rl7 all they make, and prevents their going 
ahead. Canada baa this aame problem-and gives three yeara' 
exemption to encourage such, and then when they are firmly 
established atart taxing like any other corporation. * * * 
I know a do;en mines, possible producers of atrategic 
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metals, abut down for just this oauae . If the7 borra. 
mone7 to produce, and make good, taxes take ao much profit 
that the7 can't pa7 their debts and stand in danger of 
losing their propert7. * * * 

• 

Wm. l pplebJ-Robinson, Nantucket leland, W&ae. Your state­
ment to the Senate Finance Committee wae a maaterl~ exposi­
tion of the tax situation, but the remarks re the Tax 
Exempts• ignores the fact that these aecuri~iea were bor­
rowed, or rather, aold, at a auoh lower interest rate than 
the non- tax-exempts, and to tax them now would be a breach .•. 
of contract. The fact ia also ignored that, in making 
"Joint Returns• mandat or7, a peraon ia being taxed on prop­
ertJ our which he (or abe) baa no legal control. If a man 
aplite the inco11.e he makes with hia wile, that is one thing, 
but to tax hilll on his wife' a personal estate, which she 
owned before marriage , is just aa unethical aa to make the 
partners in a business lump the whole of their respective 
incomes for the purpose of taxation. * * * 
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Favorable Com.enta on Bonda --
Harry I . Cohen, Houston, Texas , (Telegram) I respect ­
fully suggest that payment in War Bonds be added t o the 
options offered bf the Veterans' 1dudnistration on 
maturing endowment and similar lump sum Government 
Insurance policies. I have an endowment policy maturing 
September 1, and would be proud to receive payment in 
Series E War Bonds. I am sure that thousands of other 
veterans of World War I would feel the s&me war about it. 
* * * Unable actively to participate because of physical 
disabilit7, I offer this suggestion with the hope that 
it may prove workable and contribute toward winning the 
we.r . 

F. R. Moyer , Treasurer, Pennsrlvania Thresherman and 
Farmera• Mutual Casualty Insurance Co ., Harrisburg, Pa. 
* * * Our Finance Board met on Monday and we purchased 
$25,000 worth of Series G Bonds through the Dauphin 
Deposit Trust Co, , Harrisburg, Pa. , and $25, 000 through 
the Valley Trust Company, Palmfra, Pa. Earlier we had 
already bought $50,000 worth of these Bonds, and you will 
find that in 1941 we bought $50, 000, We are willing to 
help at all times, and we note what you say about our 
emploreea, We can assure you that at thia time we have 
approximately 65% and we are worklng to get this still 
higher , We are going to do all we can to help pull this 
over, but we think a{ tlaes that the Government is pretty 
extravagant. Jnd if this treatment is to go on, which is 
dished out b7 Leon Henderson, the gasoline king, I am sure 
that the Pennsylvania people will not be so strong in buy­
ing Bonda . We have about 45 employees that go out on the 
road in Pennsylvania, adjusting accidents and claims , and 
alao auditors , auditing ~ayroll accounts , and on this 
•t Basio Gasoline Ration card, which gives them eight 
tickets to pull off, and-four gallons on a ticket , making 
thirty-two gallons - all told, one hundred and ninety- two 
gallona - and this to laat until September 22, 1942. Now 
thia is utterlr out of the question. Our men make f rom 
50 to 250 miles a day in Pennaylvania to various places, 
* * * We would appreciate it very much if you could get 
in touch with the celebrated Leon Henderson and tell him 
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that the people in the Eaat cannot underatand why the 
gasoline must be muzzled down on them, andJet the 
Western part or half of Penna7lvania baa a the gaa that 
is needed. * * * Pennsylvania has alwa7a been atand~ 
up in the front - waa also at the front at the time ol 
the Revolution, and had many good men help to fight the 
Red Skins lllld make United States what it ia. Hope 70u 
can do something for ua. If you cannot, I am afraid our 
whole force will have to quit buying Bonda, as well as 
the Company. I do not like to write in this way, but the 
treatment we are getting is more red tape than a Pennsyl-
vania Dutchman can devour . \• • 

Carl F. Clarke, President, Yonroe Steel Castings Comp&nf, 
Detroit, Mich. * * * Here in our plant we have 328 eRr 
ployees and 324 are Bond buyers, and the purchase of Bonds 
now eque.ls 7.4% of payroll. The boys are getting e.fter 
the four who are not now Bond buyers, e.nd we are endeavor­
ing to increase the percent of purchase to payroll. * ** 
It appears to the writer the.t much of the Bond selling 
advertising is like circus bally-hoo , and does not reflect 
the seriousness that the occasion warrants. Perhaps circus 
bally-hoo is what the people like best -- they voted for it 
and have stood for it for three terms . It baa been demon­
strated several times that the people are wey ahead of the 
Government in patriotism. The people are willing to sacri­
fice, but the part7 in power will not deal honestly with 
taxes, will not do the necessary thing in regard to farm 
prices, or t ake &n1 action in an effort to curb labor in 
ita holding up of defense production, or place a ceiling 
on wages until after election -- all politics\ * * * ---
M. L. Blumenthal, Elkins Park, Pa. While talking t? one 
of our Soldiers yesterday, I was told that his outf1t had 
subscribed 100% to the purchase of War Savings Bonds, e.nd 
that the same is true of m&n1 other outfits in the same 
Camp. Unleaa there ia aoaething against ita use, this 
would aeem to be marvelous advertising and propaganda 
material. I have never seen or heard of any publicity 
given to the fact that not only are our boys fighting for 
us but also buying securities to finance the war effort. 
Thia should be highly inspiring to the public , outside the 
irmed Services . 
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Philip F. Walsh, War Savings Bonde Coordinator, Southern 
California Water Company, Loa Angeles Calif , We of this 
Company are proud of the part we are taking in the Treasury 
Department's Pay Roll Allotment Plan. The enclosed letter 
is one proof of our results eo far. • • • Mr. John Nero is 
an employee in the ~natruction Division of this Company, 
and is an elderly immigrant Italian laborer who literally 
earns his money by the sweat of his brow. From his very 
nominal salary, earned by digging ditches, be has pledged 
a deduction of $1.40 for every day he works. His deductions 
started from the inauguration of the Pay Roll Plan, and to 
date be bas purchased five $25,00 Bonds . At present he 
averagea two f25.00 Bonds a month. * * * (Letter f rom John 
Nero). * * * Thank you very kind for the button which you 
have sent to ae. I shall allwaya have it with me to indieat 
1111 Bond plan. I have told every one about ay plan. I hope 
that we have new company. To speed one Bond 2 weeks ahead, 
i f at the end of pay day the mony deducted does not ammont 
$18.85, and it ned one, to, 3 dollars , deduct them of the 
following weke . I am very proud of 1111 Defense Bond plan. 
A party told me the other deay - you are doind that only to 
save mony. That is not 1111 objict - it is to helpe win war . " 

Harry Halden, Chairman, War Bonds and Stamps Committee, 
Lakeland , Fla., sends letter addressed to him by J. !. 
Greenwald, Jr. , Personnel Director , Food Machinery Corp. , 
Lakelana, Fla, -- We are in receipt today of a pamphlet 
issued by the War Savings Staff, Treasury Department , out­
lining the Bond drive for factory by General Motor~ employees, 
We woUld like to submit comparative figures for th1s concern, 
who, as you know, is engaged in the IDllluf&cture of Amphibia.n 
Tanka for the U. S. Navy. The General Motors letter states 
that at the end of their drive, Bond P.urchuee as a percent 
of total payroll was 6 .~. For Food Machinery this figure 
is 11. 2% at present, and is apt to rise in then ear future , 
The percent of employee participation for General Motors is 
99, 2%. For Food Machinery it baa been 10~ ever since early 
February. * * * I am hopeful that eome.official governmental 
reoogni tion of our achievement here •Y be made in such a 
form that it could be poated on our factory bulletin boarda. 
We did receive a certificate atating that over ~ of Food 
~ohinery employees are now participating, but our boys are 
so proud of their 100% participation that they will npt 
perai t me to post the aboTe-menticned certificate , * * * 

• 

Regraded Unclassified



325 

- 10 -

Unfavorable Comments ~ Bonds 

R. W. Smith, President, Orange & Rockland Electric Co., 
Monroe , N. Y. In regard to your 10% subscription plan 
of gross payroll, we are quite oertain you are right in­
sofar as the majority of employees of plants manufactur­
ing war products are concerned, or for those persona 
employed in projects similar to Stewart Air Fleld near 
West Point. Incidentally, this particular project is 
giving a good any local people a sick feeling because 
of the h~amount of money being spent to cut down forests , 
move billa and fill in valleys In order to make a level 
air field or that particular spot, instead of locating 
their field on much more nearly level ground nearby, where 
the cost would have been only a fraction. This sick feel­
ing I apeak of is due to many local people believing that 
much more money will be s~ent in thi s moving of mountains 
than all the people of th1s county, and several adjacent 
counties , can possibly contr ibute , and the money they 
pledge does not directly help the war effort in any partic­
ular way. * * *We hear of young boys employed as oilers 
on shovels getting $90 per week, and shovel operators $22 
a day, while farmers are losing their help to work at 
Stewart 1ir Field for $8,00 and $10.00 a day. Yes, these 
people can afford to pay the 10% you suggest, but people 
employed locally by the little local electric company or 
the 1 ocal telephone company or the employees of stores and 
local garages are not receiving these hi6h war wages, over­
time and bonuses, * * * In mJ own case, most of my life 
savings are invested in the common stock of this company, 
which is not earning or paying any dividends, and I have 
certain fixed obligations suon as interest on borrowed 
money and on mortgages, taxes, insurance premiums, and the 
only thing I can do is t o discont inue life insurance in 
order t o eliminate paying the premiums so as to pay Federal 
taxes , The prospects are anything but bright. * * * 

James W. Portmore , Wellesley, Waaa. The wri ter bas 
operated for several years as a one man business and has 
always made deliveries in mw car (a passenger Sedan) -
this being the most economical me thod of combining sales 
and deliveries . * * * The local boards, including the 

• • 
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State Board, rule that they can give no gasoline for 
delivery purposes, even as in ~ line - essential operat­
ing supplies for war industries, if uaed in a ao-calle.d 
passenger oar, There must be many others in ~ class -
whot if forced to buy a light truck for deliveries, will 
fina that their expenses will eat up all and more of the 
income tax paid l ast year, and there cannot possibly be 
any ~his year, if 10 operated . !lao, if a truck is re­
quired, it means four more tires to grind out and that 
us as the cash that might o therwiae be uaed 'to buy War 
Bonds - in fact, we agreed to purchase $500 worth of Bonds 
each year for the duration, but have been holding off to 
see what cooperation we could get from the Government, but 
as there appears to be none , our agreement to buy Bonds , 
ot necessity, has to be cancelled and the cash used to buy 
a truck. 

Junker Spencer Beaumont Tex . I have purchased to date 
approximately i2, 000 in Defense Bonds, but I have not bought 
a single Defense Stamp of any denomination because of the 
slight inconvenience. ***'I know that I should not think 
in such terms, and yet I must admit that I do . And I be­
lieve that others feel the same . By inconvenience, I mean 
in the first place, that I seldom find mfSelf at a place 
wbere Defense Stamps are sold. At the bank, I withdraw 
money at a wlndow far from the Stamp window. lt the· Post 
Office , the Stamp window is not on mJ regular path and there 
is always a crowd waiting. I seldom go into the Department 
Stores which have Victory Booths . * * * ~ wife, who fre­
quents Department Stores. and placea where Stups are sold, 
buys no Stamps either, in spite of the fact that she could 
carr1 thea 11111ch eaaier than I can. She prefers to put coins 
in a coin bank and buys a Bond when the bank h filled. * * * 
Why not, in addition to Defense Stamps, issue Defense Coins 
of the same denominations as the present Stamps? There-It; 
of course, much leas trouble in handling coins, and in 
carrying them too, once purchased. Cashiers of ever1 store, 
cafe , club , or any place that changes money could have 
these Defense Coins for sale or exchang,e for part of the 
change given back to the customer. * * * 
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Franklin Bat dorf, College Station, Tex. * * * I am an 
instructor in English at the Agricultural and Mechanical 
College of Texas . The adndniatrati ve officers of the 
College have made it known to the inetruotors that the 
lat t er are expected to devote 10% of their income to the 
purchase of W&r Bonds, and that the Treasur1 haa been pro­
moting this polic7 of pressure through the emplo7er. 
Please understand: I am willing to devote more than lQ% 
of ~ income to the purchase of Bonds if such action will 
make even the slightest contribution to the winning of the 
war for the United Nations , and to the ultimate destruction 
of Nazi-Fascist ideology. • • • ~ point is that the polic7 
ot the Treasur1 is dishonest - it pretends to make the pur­
chase of Bonds voluntar7. !ctuall1c it brings pressure on 
the individual in the form of veiled threats of loss of 
i osition in case the Bonds are not purchased. • * • The 
voluntary• support which is obtained for the Bond purchaalng 

program by these method• is too much like the •voluntar1• 
support which Hi t ler got b7 the plebiscite in the Saar. -You 
may say that the Treasurf does not possess t he power to put 
a compulsory program into effect. Q.ui te right . But the 
solution to the problem ia not for the Treasur1 to usurp 
that power in this irre~ar fashion. • * * One thing which 
seems not to be realizea sufficiently in Washington is that 
the .lmerican. people do not want tha special favors and poll t­
ical plums which the politicians seem anxious to hand out 
nowada7s in the form of moderata policies and exemptions 
from sacrifice. The American people want to do what is nec­
essar1 for viotor1. If we muat have oompulsor1 savings, 
then let us have compulsor1 aavinfs ; but deliver us from 
this weak-kneed, dishonest, Nazif ad polic1 under which we 
are now suffering. 
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Dear Yr. Secretary, 

Udq. Oet., 
A.P.O. 501 
o/o Poo-ater 

330 

SAN FRANCISCO. CALIF. 

July 14, l94Z. 

I have been aeaning, tor ouoh a lone tiM, to write you that 
I aa now almoat too cbarn.aeed to do 1 t. JJoweYer, a.a auch a teell.n& 
ob•iouoly doea not lll&ke nnae I aa wrlt1nt and at the ,..,.. tU.e apolot;lllnt 
fo r not dolnt; it aooner. 

Whenever I read news itemo about tho Treaoury they rill ee with 
apeoial lntereat and are constant r .. tndera to me of tho wonderful work you 
are dolnt; and the very happy and interootlng timo I had working with you 
on omall blto of the program. I hope my ouoooooor ia doin& the fin~ job 
I believe he oould do and, ae a matter or tact it 1hould be much better 
t han what I did. 

Thoro ia very little publlohablo nowo booauoe or censorship' 
regulation• and about all I oan say ll that I am In charge or one Section 
and that the work keeps me buoy. 

With kind personal regardo to Kro. Korgenthau, youroolf and 
~ other aaeoolate• at the Treasury. 

I aa, 

Very elnoerely fO\J~ 

~·-· /' 

Tho Bononble, 
t'ho Secretory of 'fbe Tr•aury, 
liASHliiOTO!I, D.C . 
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I VEi£MiNEO BY 
TfiEATRE CP'~OR 

t- Honorable 
!be Seoret&TJ' ot the U.S. t rMau_ry, 

~ 'IU.SI!DTG10ll, o.c. o . s .A. 
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WAR DEPARTMENT 
HEADOUARTtM Of THl A~MY AI~ FOliC[$ 

WASH INGTON 

July .31, 1942 

Tho Honora blo , 

The S..oretery" of the Treasury. 

Dear l!r. S..erotery"• 

llany the.nl<a tor your kind letter ot 

July ?9th enelosing the autouarhcd pioture ot 

yourself and our boys at llnlter Reed . Everyone was 

honored' by your presence and I will prize the picture 

with my most t reasured memontoo of tho Tokyo expediti on . 

With nll good winhee, I am, 
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TREASURY DEPARTMENT 

TO IIl ii Oh-•7 

I 
•••• Jllliea hroot, Jr. 

lllfTU OP'P"IC& COWMUHICAT10N 

.... JuJ.T :n, 1942 

Attacbed are conetpcmdenco AD4 actual e tat .. ..,tt froa all of the 
whtl and vl4owe of fol"&CCr Preo14ellh of tho lhllttd Stat .. , except 
Mro. RoouYoH'o. .Uthouch Kre. Joo .. nu 4141l1 t feel that obe vu up to 
lt, 1 et l ll boll••• thoro le a pooe1b1lltT obe &aT cbanco her a1D4. \ 4 • 
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UNITED STATF.S SENA'l'l 

June l, 1942 

Honorable Henry t!orge~theu. Jr. , 
Secret~ry of the Treaaury, 
Weohlng~on, D. C. 

M)' deor llr. Secr•~•"Y• 

I have received your letter or ~ twent)'- flfth , 
and I oneloee herewith a wte tecont "'hich you JIUJ.y uee 
over ~=other's nAQe , if it 11 1n eatit!Actory form. 

RTIKC 
Encl. 

Vith beat v1ahee , 

.. 

S1nc~r•l1 yourt, 

a/ !Iober~ Tan 
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2340 S S\roe\, M. V. 

Vuhint;\on, D. C, 

30th lls,y . 1942. 

I\;' 4ur llr. Secretary: 

I .., very M?PY to conply w1th tho roqu01t contained in your 

letter of 2$th Ma¥ aoking l! I, •ao the wife of a for.oer Preo14ont•, 

would &he you a aoao8(le 1 regar<linc the llllportenee of the Ver 

Sa• inc• effort. 1 

I know of no better vay 1 co.n 4o thlo then to quote the firot 

por8l;r tph of the Procl.ui:&Hon written and iuued by "''f hu.ebo.nd on 

October 12, 1917, declari ng October 24th, 1917, to be Liberty Dey: 

"Tho Secou4 Libert y Loan &lvoo tho people of ~he United 
Stot• o.nothor opportw>lty to lend their tundo to their 
Oov~rnment to auata1n their country at wrr. The =igbt of 
tho United St$tea ia being mobili•ed o.nd or , anl<td to 
etrtke a aortel blow at nutocracy 1n 4efenee of outraged 
Aal~ricru> ri;:hto 1Jll4 of tho cauoo of Ubort1. lllll1ons of 
4ollAr1 are r~qulred to era, feed. and clothe the brave 
cen who rre ~oin,; torth to ticht our country' • bottles 
&D4 to aaaitt the nation• vith who• ve are aiklnc co:zon 
ceuoe a&~ot a co;:aon foe . To oubscrlbe to the Libert1 
Loan la to ,e:-·t'or.J a service '3! j)r.trlotlm. 

1 

'!'he need tod&T for buying War Savlnce !Iondo ue=• to :>e even l:IOre 

u.rcexz then lt wu to buy Liberty llon4o; and 1 .. oure "''f fellow co=try­

men will roepond to the preoont cAll ln tho oomo onthuolaotlc end 

patriotic way thoy did in 1917. 

SincerelY youra , 

e/ Edith !ollln& Wil aon 
(Mro. Woodrow ~llaon) 

Ron. HeDT)' t.orcenthau, Jr ., 
Secretary of tho Trealllr1· 

• • 
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623 M1ro4a 
Stonford Univoroity 

Caltforn1e 

Tho Secretary of tho Troaoury 
Vaohin~on, D C. 

lf.v deer Kr. Secretary : 

July 21. 1942 

On returning to Stanford I find awaiting ,. fO~ 
recent l etter 1n vbicb you aak _, opinion on your c&:­
paip for the p\U'el-.aoo of Var Savlnco :Bondo and Stcmpo. 
I am very clod to gi ve it. 

Ve are 1n thia war. The only v•y out 1• to vin 
it. I t cannot be von vithout financial oupport to our 
&overnment. Jnd that aupport will reoulre every re­
aource we po eee ae . Subeerlbinc to tho W8r S~vlnge cnm­
.Pftlgll by tho purchaoo of l!ondo and StiiJI!pl h one very 
neceaaary •~pport. We abould buy them not becauae o! 
the appeal ao an ° 1nveatment•, but beeauoo it 1o vital 
to v1n tho ~ar . ADd the oacr1f1ce of our lAVing• io 
but a amall aaer1t1ce bealde the eecrltlce that our men 
""' molclng on tho bottle tronto. 

Vhh1ng )'OU IUCCOII i n your C~P• 

I am, 

(o16tlod) Kro . Herbert Hoover 
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PRI!1C!:'I'Oll, lml DI\Sft 

Secretary of the Trea•ury, 
Weohincton, D. C. 

Dear Sir: 

Ot couroo I atend reao~T an4 anxiou• to do oeythll>g 
I c~ to help thia atupendouo War effort And to co­
operate in any " Sf in ~ po""r "1th tho Gov~rnconto 
plac ... 

I hQre Kr. Street "ill como "itb about "hat you 
Yould like me to esy, •• I 8m not oqulppod Yitb much 
beoidoo 0You - We- WUet- ~~· 

I expect to be here for n couple of weeko , and 
bArring Anything very aeriouo •nd unforoeen, I con 
erranee to aee Mr. Street at any tlze conv~ntent to him. 

Very truly 

o/ 7rance• F. Clo•olon4 Pre•ton. 

(l:ro. Tho a. J.) 
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J.lRS . .sm• J JJ !Ill !IAlUII smr 

29 JI.AS1' ~4'1'!! ST!!EET 

lll:W YORX 

~ 28th , 1942 

Bon. Kenr,r Y~rtenth8u, Jr. 
Secretary of the Treaaur,y 

Ur dear Kr. Secretary -

If 1 can be of ~ervice to our Oovern&fftt in th~•• 
trying tl~eo , you moy be •urc I Am boppy to do ao . 

I will be very t l ed to wrlto d ~•••oc• In re&erd to 
tho pureh~elng of Wer SaviOG .Bonda ~4 St~po . 

You •Bl Mr. Street or one ot your Rcpr~eentatlvea, 
vlll cell end gl ve me tho necon•ry dotollo ~nd 1nfor ­
mo tlon and If he will telo; hono me or vr1to me I will 
a11k:e an appOintc:;.ent to ceet hie convenlenco . 

B4lllevo me 

Very •1ncer~> l7 youre , 

a/ Kary Lord Kerrloon 

• 
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1a .. ..,..., taz •tr ICA -rltloo. 

liMll - ot • - u ... ,lT .... 18M4latalT lla1p ov ,.,.,77 'IIJ •.,.1'11 
ao roa11 u w J"•l'lT ...a, u& l.aYOoUac •o , ... tall _, ot - usu,, 

la lfarlocl.o alii,....,., 
!lalo h - .,.n•sv to oono -,CO.~ .... tM ..... of fl"M4oa 

n111 kiM ~ 

•I llal7 '-' lurl-

<~~n . .loaJ.-1a luriooa.) 

Regraded Unclassified



lin· C..litM ...... - .. , __ ...,. ... 

le\\eT- ·~ '* ... ·-· - * ..... aa4 oal& .._ WRU 'M _, 118& \a wUa a 

•t•'--'· 

• 

Regraded Unclassified



lf r t i ! r • ~ !" ~ ~ ~ :­
•l . ; - r . ~ f r ~ f = f i 1 5 I. r r l ' , i I I I · !i!~ IJ 31 !j!lii' rl"'1it51i 
J ~ I ~ ~ • ' s t ,. • f : • a f r I I • r l ~ • ' Jli·~ .... •tl f ., 

• r • ' ~ ~ = 1 ' r - J • li f r f ~ ~ J f'I;J i't:l~iit!•il'iJfri• 
1 .. :: .. !tt-(Jt .. rf ~J;.J- I 
l:rr· f~ f !ill .. -11 li("f 
I } I ! i i I i I I I i i I ! ; I ~ ~ : I ! i 
'tP !•~t 1 il iHilf:'fpJ 

~ l i ! i J ~ : s s f = I i I • I i f ; J : 
i ! : r : r i l! If !.' 1: (! 1 f t f 
[ I l ! f ~ ' i I i ~ 5 l l ~ I - i I i f 
i £'~ li 4 !~·~ lf ~~~~ I: 

i(~ : '1trrl 1 ![it•!~l J 1 
1! l1i~lil!1 I •• jJI li 1 I : f J I f II 

r . 

00 ... 

I 
I 
I • 

I 
I 

~ 
Regraded Unclassified



I, 

II. 

III. 

.ba1J&11 of lllrpo......, t o P..,..,u Sartaso Plaaa 

hl7 25, 1942 

• 

' I"Uaer ezpoe~ 
to pa:rroU 1 

•••lng• plana 

t-otal IMIIlieJ> 
1n u.. 

00\\D.tl"f 
(utl .. t o4) 

Part A - su.u.,.,. br lfwabtr ot Organhatlone 8xpoae4 

8UI1n1U oraaniaat loca 

(1) Plrae with 5,000 ·~lor••• or aor. • ••••••••• 481 485 
{2) Plraa Wlth 500 to 4, 999 Oap10J&O&,,,,,,,,,,, 5.099 6,152 
(') P1rao • ltb 100 to 497 eaplOJ•••·•••••••••••• 21;038 ll..2a 
(4) SUbt otal- large t1~•••• • • • •• • ••••• • •••••• 26,618 ''·'" (5) PtnM • 1 th 1111 tha.a 100 emplOJIIIo •••• 0 • • 0. 95, 275 • 
(6) 'f:ot&l bualneaa organl~atlone •••••••••••••••• 121,8, • 

OO'flmMDtal org&ni&atlona •••••••.•••• • ••••• • •••••• • ---· 
Orand total, ••• • , . , ••••• •••••• , •• , ••• , ••• ,, •••• ,,,, 121 , 893 • = 

I . 8ue1Det• orpn1aat1ona 

(l) Ptra. witb 5, 000 e:ploJIII or a ore •••••••••• 7,826,262 • 
(2) Plraa w1tb 500 t o 4,999 aaplOJ .. •••••••••••• 6,S,,,O?Io • 
(' ) Ptraa • 1tb 100 to 499 a.pl~••••••••••••••• !l. .~, l:U • 
<41 Subtotal - large ttrm. •••••••••••••••••••••• 19.5~.529 • 
(51 P1raa witb 1••• than 100 88Rlor•••·········· 2,~:&.~7!! • 
(6) T-otal ~a1ntaa organ1zat1on••••••••••• • ••••• 22,028, 897 ,0,000,000}/ 

II, oovama~ant..l oraan1zat1on.e 

(1) Pe4ar.l Oovt~nt •• ••••••• • •••••• • ,,,,,,, , . 1,,57,6o' 2,100,000.!/ 
{2) State and looal go.erDaent••• ••••••••••••••• 1,17l , U2 2,1oo,ooo 

(') Total so•t~ntal organiaat1an.•• •• •••••••• 2.g8, ?82 l!,aoo,ooo 

III, OND4 t otal •• •••••• , •••• • •••••••• ••••••• • •• • • • • • • • • ~.~~z ,881 2!1, aoo.ooo .v 

}/ &x.ol'Od•• acrtoultu'al -.plOJ"t••· al11tal'7 J>tracantl, t aplOJ"M• oa ....... OJ" IY.l or ceo pr o jeota, 
proprletora, fl.nl _.,era, aelt .. eaplO'J-.4, caeual • orlctrt atad per•oM ln 4-.at-1c ••nlo•• 

• Data not • ••1lable. 

Peroet 
ot total 
IXl)OaecS 

97 
a, 

....7! 
79 

• 
• 
• 

• = 

• 
• 
• 

_.,! 

n 

" ~ 
..ll 

..1! 
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bplOJl"' 100 to 1&.99 hreorae hrtlcipattn.s t.n PaJl"Oll s. .. lna• Plana 

(Ae r<epo.rt.cS by ~ •u S&wil'l&• Stal't 1a State Adalnhtrat-ere) 

Wiail' Of tlru whh ~volt 

' Aftr, 18 ' ~y 18 I Jld• .. I 

Total 
number 

or 11 
(utlu=l 

.llab&M. ••••••••••••••••••• ttl ~ T ~ Arlaona •••• • • •• ,.,,, •• •• •• 

.lrkan••••••••••••••••••• •• 
6n ~~ JortbtrD Cal ltornla ••••••• ~l2 d~~ Soutbt t'D C&l1toi"Dla ••••••• 7~6 s;o 

Color.doo••••••••••••••••• 11, 
~r ~ l~ Conneotlout • •••••••••••••• '1I Dtlt.• ar. •••••• •••••••• •••• 

Dtatrlot or ColUiibla •••••• ,1~ ~~ t~ 1f 
Plo·rtda., •••••••••••• • •••• 1 7 

Georala ••••••••••••••• , ••• 1, '~ 'U 2,~ Idaho . • o • ••••• o o o •• • ••• • • • )1 )1 
llltnoltoo•••••••••••••• •• 1,t,~ 1,r~ 1,z 
Ind iena ••••••••••••••••••• 
Iowa •••••••••••••••••••••• 16$ 202 2&'! 272 

Kant••••• •• ••••••••••••••• 276 rn 21!1J 211+ 
Jtentucq. • • • •••••••••• •••• 1,, 18r 313 
Lou lt1a.na ••••••••••••••••• 1zg 26 !;a Maine ••• , • ••• • ,.,., ••• , ••• it~ ~; Ka.I'Jl&Ad •••••••••••••••••• 177 05 

.. aeaobuaetta ••••••••••••• f* ~ 861 1.m 
11eh.lpn •••••••• , .,., •••• , ~ 

1, 0 
Jlllcneeot•• •••••• ,,, ••• , ••• 37 ~ W1ttltt1pp1.,,,. , •• ,, ••••• 4~~ ~ W.! t I O'U.I"1o 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 635 639 

XOQtaaa ,,, , • ,, • •.,, • •• ,, • • 4o ,11 tff J~ 
Jebr.ak••••••••••••••••••• 1~ Be•ada ••••• , ••• , ••••• , ••• , 16 21 

Ne• Ha•pehire,, •••• ••• ••• , 128 13 ~6 
Ne• 3ere•J•••••••••••••••• 463 794 811 

r .. Kexieo ••••••••••• •• •• • 2,~ '·t11, '·f~ 
112 

••• York• ••• •••••••••••• •• ~.~ 
Jortb Carolina ••••• • •••••• 282 
lortb Dakota ••••• • • ••• •••• 1,l2~ 1,,~ 19 
Ob1o,., ••••••••••• ,, •••• ,. 1,351 1, 0 

Oklah- •••••••••••••••••• 166 218 211 ~ en-., • •••••••••••••••••••• 211 2,~ 2,~ 
'~•71Y&D1•·············· 

1,682 z,o;~ 
Rhode Itland•••••••••••• • • 154 226 228 ~7 
South OaroltnA •••••••••••• 71 138 140 

Sov.t.b J)a)l;ota, ••• o •• o. o •••• 21 

~ ~ 1,~ ,.~········ ············· 1n ~ ......... ................... ',6 
Vt~•• •••• •••••••••••••••• ~ ~-
Vemont. , • •••••••••••••• ,. $9 

Vt!!t:t:•••••• ••• ••• •••••• ~~ 'U ,74 m 
•• tea•••••••••••••••• !86 m •••t • aiDJa············· h'a m 
Wteoooalft ••••••••••••••••• "n 
WJoalDC•• •• •• ••• •••••••••• 17 20 20 

Ala aka •• ••• • •••••• , •• • • • • • 2 2 2• 2 

~·················· 
_.ll2 _.ll2 _.ll2 ----2 

~otal •••• ,,,.,,,,, •• ,. •.,. 15.365 ~ 21,0,8 2'! .0S6 

ott toe ot u. a.oretar7 or tbt 'frHnrJ', Dtnat• or ll .. eiU"Cb atd Stat 

• »eta ua tor J\aly 18, lnaUILlcb u no lulJ' 25 Npc#t ••• receh.cio 

h U ••• 

I 
I 

·"·· 18 

I 
.... ,. 18 

~ 
80 

100 

M }7 n 64 
89 90 

M ~ ~ 
19 99 
)2 81 
91 91 
i8 16 

6~ tt 
~ 

98 
l; 

~ n 
n az 

~ 1,1 
71 

~ 100 
91 

67 u 61 
53 91 

u 90 u 
H 100 

76 

'i 
,, 

H H 1l 4o 

~ 
123 
)7 

100 
94 97 

J~ H 
~ 6o 

95 

100 100 

~ ...2!t 

...ll ..1l. 

: J\>1Y .. 

80 
100 
'~ 100 
78 

1~ 

26 
100 

86 
91 
77 

100 
75 

100 
l; 
z~ 

at 
100 

~ 
100 

~ 
91 
9' 

" u 
100 

78 ,, 
100 n 
79 

100 
69 
37 

100 
97 

100 
100 

~ 
100 

100 

...2!t 

~ 
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1'1'- lllp1ort.q SOO Poro .... or Moro Panlolpoti.D& l.D Po)'1'oll Sa~ rhu 

( U Nport-.4 bJ tbt WU" k'fin&a St&tt'• State A.tDinietnt•e ) 

A I' Of f{Jili ifib paf1'0U 
.. nne• plu• 

r.ro .. c or tm 1 
... ' ¥ ' 

I Apr. 1B 8 I J'ol.J1 I .TU1J 25 I (utt..to4l I Ap.r. 18 • J'ol.J' 1B • 11117 25 

&lab ... ••••••••••••••••· ·- 41 62 62• 

~ i; 166 1~ Arlaona •• ,,,,,,,,,,,,,,, ,, 
1l H 15 

Arkan••• •• •• •• •• ••• • ••• ••• 17 75 it 77 
Jortblrn Oalltornl•••••••• 122 129 150 W! ~ ~ Sout.bii'D Oalltoi"D1a,, ••••• 121 155 157 
Colorado,,,,,,,, ,, ,.,,,,, , 

1~ 50 
1~i 

50 85 
1E 1i COGDtotlout,,,,,,,,,,,,,,, 

~3 1~ u Delaware, • •• ••• • ••• ••• •• •• 1~ Dlltr-lot ol Ool~b •• •••• u n ~ ~ 88 u Plor14a ,,, , ,,, , , •••••••• • • ~8 51 

o.orcu •.................. 86 u8 

~ 
121 71 98 98 

I4&bo, • • • • •••••••••••••••• u 

~ 
u 100 100 100 

l l l lnola ,,,,,,,,,,,,,,,,,, '~ n; 70 

H 
8o 

t D4.1aa.a •••••••••••••••••• • u R Iowa • • •• , ••• ,.,,, ••••••••• 22 59 

:ra:a. •••••••••••••••• • •••• • • ~a ~ ~ ~ 96 lr, 100 
X.atuokr••••••••••••••• ••• n u '+ Lou1t1~ ••• • ••••••••••••• i 4~ ~ H Xaln•••••••• • ••••••••••••• n lllaJ'7l aD4 •••••••••••• •• ••• • ~' 105 8o 

Mati&ObUitttlt•••••••••• •• 

~n ~3~ 286 ,6 

fi u i M1oh1gan • •• ••• • •••• •• •••• • 281 ,0~ 
Wlnntt ot•• •••••••••••• •• •• 8o 8o 
X1ttltt1pp1,, • •• , ••••••••• Jt Jt ~ M1eeour1 • •• •• ••••••• , ••• •• 10~ 75 · ~ 

Montana. • ••• • • • • • • • • • • • •• • ~ :! f '~ 
100 1~ 1~ 

Mtbraeta ••••••••••••• • ••• • 1 ~ ~ 
MtTada •• •• ••••••••••••• ••• ,i lA ~~ 1~ ••• a..pabir. •••••••••••. . 1ts 210 
Wtw Jtrtt7•• • ••• • ••••••• •• 175 

••• .. sloo•••••• • ••• • ••••• 75~ aJ ~i 1,o8f 
100 100 1~ 

••• To~•• ••• •• • ••••• ••••• 
70 n 

lortb Carol1Da ••••••••••• • 105 129 1}9 11< 
0 0 0 0 -lortb Dakota ••••••••••••• • 455 4,8 85 tr tr 

Ob1o ••• •• ••••••• ••• •••••• • !,12 452 

~ i l Ji & ... .. 
Oll::lalt- •••••••••••••••••• 100 100 
Orea•· •• •••• • • • • • • • · · • · · · " " P•nn•7~•an1& •••••••••••••• 5li ~ 

97 3 n n Rhode ItlaDd •••••••••••••• a. 10} 
SOGtb Carol ina ••• •• ••••• •• 

d J ~ 
100 100 100 

&oath Dakota •••••••••••• • • 5 t~ it u TtGDtt .. t• •• •••••••••••••• ~ 82• ,.. ............... ····w· .. 10 10. 11 75 
Utah, • • , . • • • • • • • • • • • • • • • 12 100 100 100 
Vtl"aaDt . , • • • • • • • • • • • • • • • • • l2 12 12 

V1ra1D1a ••••••• •• ••••• •••• ~i ln ln 1~ tt 1~ 133 

••~;t!oa • •••• • •••• • ••••• 70 u Pr le •••t v ralDl•·•••••••••••• JI 158 15; 1~ 
W1tOODt1D••••••••••••••••• 2 " 17oalDC····· ·············· 

' 
,. ' 100 100 100 

Alat1ca •• • • • • •, • • • • • • • • • • • • ' 
.J22 .....!!!! .....!!!! ....!!1 ....n ....n ....n 

Ra~· ················ 

~ ........ ............. Y§5 Mil' V!SO !J.g - .u .. ... 
OftlM t4 - ...... ta.P7 o1 tbe ftoet...,.,, Dt•Ut• 

of l'ettuob u4 st:att.eUoe. M J ,1, 19112 

• Da\a U"t t or "-l.7 18, u.-ob •• ao h17 25 "port ••• rtod.-4 

• 

Regraded Unclassified



350 

1111HD ft.toDS Unt" JOIDS - IIIUS .1 
eQNFIDENTIAl 

CoJOparh oa ot .J'Ill7 oaloo \o elate vHh w .. 4url.ac tho 
ooao aua'ber ot 'blltiaou dal• 1a .J=o tD4 11q 19112 

(A\ i oouo pr1oo 1a \houo&Ddo of 4ollaro) 

Date .Jul7 .Juao llq 

Jul7 1942 
• 1a.82l • 15,821 • 19,211 • 12,6~9 79 -~ 1 

2 
J 

6 
7 
I 
9 

10 
11 

~~ 
15 
16 
17 
18 

20 
21 
22 
23 
24 
25 

27 
28 
29 
30 

1 ,180 
16,122 

~,701 
7.523 

27. 1 
4o,l11 

24,2 J 
116,5}2 

110,~ 
116. 

29.797 77. }20 51,199 55.116o 1}2.9 
17,7~ 95.ollll 12,9SS 7},8211 1111.5. 
21,5~ 116,611} 91, 197 97.0119 118.5 
22,7 1}9.390 ~,2115 1111,215 111.~ 
211,772 1611,1.61 3 ,1~ 125,670 122. 
19,077 15},2}5 154,2 151.956 118.5 

26,5~ 209.717 169 .~20 161,}46 12}.5 
15,7 225,532 116, 70 177.~3 120.9 
11,4o7 243. 935 201,l00 194. 7 120.9 
17,821 261,766 225, sll 201,9~9 116.0 

22,3115 284,111 2~3,218 223 ,2 2 121.5 

12,2}3 296.3411 2 9,033 247.532 119.0 

31.365 327.712 261,321 257.3711 125.4 

12,23e 339.951 280,742 271,079 121.1 

15,18 358,135 291, 7~ 290.485 122,8 

18,261 376.396 321,11 }09,5!11 ll7 ,2 

18,5SS 394.984 331,806 323.705 119.0 

10,695 4o5.679 3117.67} 3117,11911 116. 7 

}2.577 4}8,256 362,550 }60,5611 120.9 

17,11119 455. 7o6 371.505 375.~2 120.11 

11,256 117}.962 392,2211 ~· 7 
120.1 

111,211 IISS,173 417.117 .4o9 117.0 

All ftcur•• art dopooito with tho trooouror of tho United St~too oa 
acooua\ of procoodo of oa1oo of Uo1to4 Sta\oo oovinco bondo. 
~leur•• have been roUnded to ne~eet thout.nd and wlll not nec•••ar117 

&44 to totalo. 
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WlfiD I!MIS U VlJIGS liOIIDS • IDIIS r J.1D 0 COQIJ:ID 
CONFJiJllnAI 

Oo_.-1oon or Jul7 oaloo to 4ah wUb oaloo dvillc tbo 
.... IIIIA'bU of 'buoiDOII l\a71 iD JIIAO aD4 ~ 1942 

(At ioono prico in tbcuoOAdo of 4o11aro 

Dato 
Jul7 

J\Uy 1942 
• 12,597 • 12.5u 1 

2 
3 

6 
1 
8 
9 

10 
11 

13 
14 
15 
16 
17 
18 

20 
21 
22 

~~ 
25 

27 
28 
29 
30 

• 9,l05 • 7 ,)Cit 129.~ 
9oa;9 21,9 • ~· 01 15,168 124.9 

10, 5 }2,lllll ,235 25.516 123.7 

16,734 49,175 4o,009 ~,145 122.9 
1J,JS6 62,561 49 •. }53 .751 126.8 
21,852 1!11,413 55,388 6o,817 151.0 
17,172 101,585 67,414 67 ,21~ 150.7 
22,98} 124,568 72,}66 72,~ 172.1 
17,050 141,618 82,}10 SO, 172.1 

20,614 162,232 89,852 8,,410 180.6 
14,~ 176.590 95.25li 9 .391 185.4 
15, 191,991 101,li64 102,lo6 189.2 
13,842 205,8~3 lOS, 715 108,923 189.3 
15,Jlli 221,1 7 112,279 114,~ 197 .o 
9.696 230,842 119,749 123,53 192.8 

21,888 252,731 126,048 127' 724 200.5 
9.447 262,178 1}4,062 1~8,908 195.6 

16,327 278.505 1G7,li29 1 9.502 202.7 
1,,17li 293.679 1 7.698 1~,~7 198. 8 

1 .399 }08,071 153.532 1 1, 4 200.7 
8,S16 316,893 162,774 171,335 194.7 

21,244 }}8,137 170.5117 179.208 198.3 

12,385 350.522 176.410 189,271 1911.7 

14,783 }65.305 183,433 196,192 199.1 

15,731 381,0}6 192.398 2o6,874 198.0 

All ti,uroo &ro dopooito with tho !roaovor of tho United Statoa on 
account ot proceed• of t ale• of United 8\at•• t &Vl ft81 bonda . 
rtcur•• have been roun4ed to ne&rett tboueand and wlll not necettarily 

add to totalo. 

Regraded Unclassified



1111DD S!AnS SU IXOS IOIIDII - !O!.U. 

Coll!'arhoo of .Jul7 oaloo to 4at o w1th oal oo durbJ4 the 
oo.ao ouabor of buoi..Dooo dqo 1a .Juao and 11q 1942 

(At h ne pr1co 1o thouo&Ddo ot doll'!J'•) 

.Tul:r Owoulat1~ oal oo bl buo1oe oo ~· Date 4a1l:r 
Jul;r 

I I : Juno llq 

Jul.¥ 1942 
1 • 28,418 • 28,418 • 29 .m • 19,~81 2 24,269 52,687 45. 39.~ 3 27,277 79.964 67,o46 72, 8 
6 46,5}1 126, 1195 98,208 S8,6o5 
7 ,1,110 157. 6<15 132,)41 122,575 
8 3.451 201, 056 1511,085 157,866 
9 '9.918 21io, 9711 192,659 181,431 

10 ;z· 755 288,729 206.523 201,4611 
11 ,127 3211.856 236.552 2}2.801 

~' 
47,164 372,020 259.772 246,756 
}0,102 402,122 281,7211 271.525 

15 3},807 435.929 30,,163 296,152 
16 31,670 467.599 3~.,98 317,861 
17 37.659 505.25l 3 • 97 337.371 
18 21,929 527,18 368,782 J71,o66 

20 53.25J 580,443 '87 ,3~ ~.098 21 21 ,68 602,129 14,8 ,987 
22 34.,11 6J6,64o 429.158 439.9!7 
23 3J 34 670,075 468,812 466,171 
24 32!987 703,o62 485 ,~ 4!5,109 
25 19.510 722.572 510, 518,829 

27 5},821 776.393 53~.097 53~.771 
28 29.834 so6,228 55 ,915 56 ,97} 

29 33,0~ 839.266 575.65l 588,819 
30 29.9 869,209 609.51 615,283 

the 
D1v1o1oo of Rtooaroh &D4 Stat1ot1co. 

corih'btNT/AL 

Jul;r &I 

96.;1 
115.9 
119.3 

128.8 
119.1 
1}0.5 
125.1 
1}9.8 
137·3 

143.2 
1112.7 
143.8 
1~.8 
1 .2 
143.0 

149.8 
145.2 
14!.3 
1112.9 
144.9 
141.6 

145.6 
145.3 
145.8 
1112.6 

1 All f1cureo aro dopoo1to with the ~eaouror ot tho Uni ted Stateo on 
a ccouat of pr oceed• of oal•• of United Stateo oa•lnco bondo . 
r1suroo han boon I'OUDded t o o.eareot thouoand and wilt not neceooarU:r 
Add to totalo, 
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• 1,,, 
1 .9 
16.8 

• es,ll 
2~., 
27 .) -29.8 77..3 U6.o. 61, ) 16.7 119.2 82.6 ~9.6 116.5 126.5 208.6 6o.6 17 •1 95.0 1~., 61.2 1).11 62.6 9~.2 66.5 ~1.1 157.6 ~·5 67.5 21. 116.6 1 .2 71.~ 21.9 ~.II llll.5 n. 7 J.5 201.1 ·1 72.7 22.7 1R.11 119. 11 1). 17.2 101.6 129.5 71.5 ~·9 241,0 .319.) 75.5 24.1 1 .2 216.0 76.0 2).0 1211.6 1'9.9 89.1 7.1 281.7 355.9 11,1 19.1 - 111).2 2)6.6 n.ll 17.1 1111.6 1 7. 7 95.9 )6.1 )211.9 )1111.) 1111.5 26.5 209.11 21).2 76.1 20.6 162.2 16o.6 101.0 117.2 ~.o 11)).8 15.8 15.7 225.5 2117.6 71.4 14.11 176.6 16s.o 105.1 )0.1 .1 1155.6 IS.) 11.11 211).9 )U.6 78.) 15.11 192.0 111.8 105.6 )).8 11)5.9 119).11 sa.~ 17.1 261.1 335.5 71.0 1).8 205.8 193.5 1o6.~ )1, 7 1167.6 529.0 IS, 22.) 2~.1 358.~ 79.2 15.) 221.1. 202.8 109.0 )7.7 505.) 561.5 90.0 12.2 296.3 377· 711.5 9.7 2)0.8 210.5 109.6 21.9 527.2 587.9 19.7 

)1.~ 327·7 IIU.8 79.6 21.~ 252.7 22).9 112.9 5J.J 580.4 6)5.7 91.) 12.2 )4o.o 1125.9 79.8 262,2 2~1.1 ll).1 21.7 6o2,1 657.7 91.5 14.2 )51.1 1151.1 79.11 1h 278.5 2 7.0 112.1 34., 6)6,6 698.1 91.2 14.) 376.4 1177.5 78.s 15.2 29J. 7 26o.l 112.9 3). 670.1 7}7.6 90.1 18,6 )95.0 50).8 711.~ 14.~ 308.1 270.7 11).8 3),0 703.1 7711.5 go.s 10.7 ~.7 525.0 n.J 8.8 316.9 279.5 11).4 19.5 722.6 104.5 89.8 
32.6 1!31.3 562.7 77-9 21.2 ))8,1 295.1 11~.6 5).8 776.11 157.8 90.5 17,4 115,. 7 ~.2 79.0 12.11 )50.5 JOII,J 115.2 29.8 106.2 811,~ 91.5 18.) liT .o 1.3 78.8 111.8 Jfi5.J )22.1 11).11 )),0 :l9.J 92). 90.9 111.2 11811.2 625.• TI.O 15·7 )81.0 :m-5 112.9 29-9 9.2 96J.J 90.2 fi5o.o )50.0 1,000.0 

Actual oaloo tic'u'eo ..,. U}>ooUo viti> ~llo frMftl'or of ~llo 1111.1to4 S~atoo oa &eOO'IIIlt ot prooe.U of aaloo of 
11Al.to4 lteho aa..taco 'boa4a . rtcv•• bon 'beea roii.D4o4 aD4 will ao~ aeoooaar1I, a44 \o totalo. 
Qllo~a tall:oo bto aooout 'both tho 4a1q troD4 cl.vbt tho wHit aD4 tho •oatllq treacl. cl.vbl \llo 80Dtll. 
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.Tlll,:r 31, l9b2 . 

Telephone connreat1on ot Ill'. Wh1 te and Ill'. BewlAiy, 

Frida;r, JU.l;y Jl, 1.942 - lO r4S A. J.t. 

Ill'. Bewl"J callad Ill'. White to inquire whether tne 
Tre&IIU%7 had received the expected letter troa llr. llo.JB or 
tr._ R. K.O. 1 stating that the 1110T1e induat.ey WU w1l.l1ng to 
consider R.J:. O. 111 plea for the ratum ot ito bloclced tunda aa 
a epeo1al cue within the aona 1ndu.tey, Ill'. White replied 
that tba ,........,. had rece1Yed onl¥ cop1u ot cables oent llf 
J!a.ya to AllpOrt. 

J , E, Hioka 

354 

Regraded Unclassified



355 

JUL 31 1942 

,.,, t.,.q ,... •• 

(!'i«t>ed) a . Mors~nthau, Jr. 
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POUGHKEEPSIE CHAMBER OF COMMERCE 

OPP'ICat8 
........ L. w .... ..........,. 
II)WA.ItO A. C:tf-'""11.1... ,.,. Yla·...._ 
Jr&"IIH ,.. •cctcc ... .... .,, • • ,_, 
QtAIIILca 0. COHOCJl, .._,....., 
IOffH M, P'IAIItCC, ,....,., .. GM'TU't' 

OIAN lot, TCW .... C. Tlllii.4WitU 

POUOIUCl.PSU:, !RW YORK 

.., w:•amrr nun 

Tlll.a..o ..... 

DtltECTOM 
WNII'MIIIf ,.._ --=--­
... .AL ..... L--..&, 

.. JfOtiiiiLUI .uu. 

._, Do C.AMPea.~,_, .Ill. ......... ~ 
-..uo• •· OIMtMII 
.. ,... ... .......... • .... M. ftlUtA 

IIIAU'I4 'ro WA"*''AN 

Bon. Bolll')' Mor&enthau, Seero tar)' 

17. s. frea....,. 
Vaahi~on, D.C. 

Doer Strl 

J'or the past tour weoko wo be .. boon worldng with 
r.pre .. ntati na of the General kil1ne It l'ilm Oorp., 230 Park 
.t.venue, llaw York, II, Y., wlth vhlch I un4natand yon are con­
uoto4, regarding the purehaao of a f~etory in l'o~eepale 
to be uee4 by them ao a laboratory. 

It h our un4eretan4ing that nogotlat1ona were pro­
graaalng aat1ofactor1~ until their attornoya 4eoldod that 
proaont reatr1ct1ona 1n tho sonlng lev vould be a dotrlmont 
to their uao of the pro port,-. Vo han been auure4 by tho 
Olt;y offlcialo that thaoo can be oh&ngod to - t their re­
qulr .. nta. 

In tho moanti.De w han been lntor.od turther thot 
tho flra hat rented anothor space teaporarl~ rothar than 
prooood wlth thla proJect 4url.,g the pruont ••rgonc,.. At 
8UCh ti• ao thlo firm 1a prepared to epin oonoider a por.a­
nont looation for ito laborato17, we would eppreclato aey 
help vbloh rou COilld glTO to han them looato 1n PoU&bkeepoie. 

Tour• nry truly, 

POUClHDIEPSU: OIIAMIDlR OF OOMMEROI 

halrman, Industrial Oommittoo, 

JZDoolltUoiA 
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July 31, 1942. 

Re: Latin-American Bembers; Companies 

• 
The Latin-American Bamberg companies, which constitute 

one of the largeet financial interests in .Argentina, have 

asaete of about $25, 000,000 in caah and securities in 

the United States. It has recently come to our attention 

that these companies have been transferring large sums 

from the United States to the Argentine. It is estimated 

that the companies had, in 1938, approximately $50,000, 000 

in the United States . 

Information which we have obtained indicates that 

the Latin-American Bamberg companies are controlled by 

their affiliated companies in France, Brasserie Argentine 

Quilmes and Societe Induatrielle et Finanoiere pour 

l'Amerique du Sud, "SIFAS", now located in Nimea, but 

formerly with head offices in Paris. In a petition filed 

with the United States Board of Tax Appeals in December 

1937 by Credi to, top holding company of the Argentine 

group, Credito etatee that at all times ita entire capital 
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stook was ovmed and oontrollod directly or indirectly by 

Brasserie Argentino Quilmes . 

358 

~ere is every indication that this ownership and 

control by the French companies has continued to the present 

date . Directions with respect to the oonduct of the Argon­

tine enterprises, according to numerous intercepts, emanate 

from Frence; also, the French oompsnios receive large re­

mi ttances, about 40,000,000 French franca, in 1941, from 

the Argentine companies to pay dividenda and taxes in France. 

Although the Bwnberga have stated that these remittances 

wore made eolely in order to pay French taxes, intercepted 

information establishes that these remittances were also 

made for the purpose of paying dividenda . 

This infonnation would clearly appear to require the 

blocking of the accounts of the Argentine Bembergs in the 

United States as French. It is important that such action 

be taken immediately so as to prevent further withdrawals 

from the United States, as there is indication that these 

withdrawals may be used for the benefit of the Axis paw era. 

From time to time in the past weeks we have discussed 

11i th the State Department the blocking of the Bembergs . 
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On July 23, the State Department na again informed t hat 

Treasury na contemplating the bloeking of the Argentine 1 .~ 

interests in the United States aa French. 'l'he State Depart-

ment informed Tr easury that it desired to communicate with 

the :5.ssion in Argentina, as they were also examining the 

86lberg matter. The reply from the l!isaion indicates a 

decided reluctance to approve blocking the Bamberg interests . 

At a conference with State Department officials today, 

an unwillingness to accept the Treasury Department's infor­

mat ion establishing continuance of French control of 

Ar gentine Bamberg interests was indicated. The State Depart­

ment stated that their information indicates the Bembergs 

are pro-Ally and that blocking of their funds in the United 

States would be interpreted in Argentina as equivalent to 

being placed on The Proclaimed List and might affect their 

f riendship for the United Nation.a. Th.e State Department haa 

requested that the Treasury again delay action on blocking 

the Buberga • accounts in the United States until the State 

Departnent has had an opportunity to resubmit the matter to 

the J.liuion in Argentina. 

It ia thought that if the Treasury del~s action until 

the matter haa been re-examined in J.rgentin.a , it will lead 
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to endleaa delays a.nd will give the Bemberga full oppor­

tunity to withdraw t heir funds from the United States, 
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I) llurte~~tata fo Dr, 111ite and Kr. Bell 

! 
I 

,.. Seoreta17 lu tructl oua. 

• 

' 
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Jul:y :n, 1942 

Dear Xr, 8eo:ret&l'fl 

B:r JOI.Ir letter of Jul7 20, l9-l2 :you han reieed 
the queetion of proTiaion for a ourreno7 that United 
Nation a &riled foroee would need V1 thin a few da;ye or 
weeke after. JnTa&1on of an:y ene117 oooupied territor7; 
anc1 &leo the probl• of proTi&1on f or a eound monet&l'f 
b&nldng and fiacal order in an7 euob arne, Wh1ob the ' 
oooupat1on author1 t1ee would haTe to ada1n1eter behind 
the adTanoing armiea, You enoloeed an able memorandum 
on the aubJeot, vh1ob hae been oaretlll.l:y oonaide:red, 

I ehall, of course, be glad to eit dovn with :you, 
or anyone :you designate, ae vall ae With a repreaentatiTe 
of the War Department, to diaouea a recommendation to 
the Preeident in re~eot of theee Ter;y important problema. 
I haTe deeignated Aeeiatant 8eoretar:y Adolf A, Berle, 
Dr , Herbert rei a, and Dr, Leo PaeTolelcy, of th1a Depart­
ment , vho will be aTa1lable at :your oonTeni enoe. 

It may be uaetul for me to put bef ore you certain 
tentatiTe linea of thought Vhiob haTe deTeloped 1n our 
ovn talk on the eubJeot m d Vhioh I eubm1t for :your 
oonaideration, 

(l) An agra•ent between oureelna and the Brit1eb 
to auure a1 ther Joi nt or oompleh l7 coordinated a ction 
in th1e field would appear to be euent1&1, In an:r re­
oooupied territor;y it muet be contemplated t hat there 
ma;y be both ·Bri t1eb and American troop e. The pay of 
t hee• troop e, and any oaeb out1a71 that may be made b7 
the ee"ral oooup:ying foro•• vould at once become a 
large fluent in t he currency circulation of the region, 
It would aeem clearly dee1rable to aToid all poeaib1lity 
either of d1Tergent policy or of conflicting policy, and 

The Honorable 
Henr;y llorgentbau, J r., 

8eoret&1'1 of the Treaeury, 

olearl:y 

• 
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clearly d .. irable tbat there ahould either be a coor­
dinated polio7 agreed upon in adYanoe or a Joint policy, 

!he agr .. d-on arrangement could obYiol.lalr take one 
or Yar1oua rol'lla and I aaa1.111e thia ia one or the rlrat 
-ttera to be dlaoueaed betvean the three Department. , 

(2) -It aetala to me that deepUe certain posan,le 
advantages it would be on the whole undealrable to laeue 
epeolal doll.ar or pound sterling occupation ourrenolea 
ror auoh regiona aa distinguished rrom regular dollar 
and pound sterling ourrenolea, Th1a Ylew reate on var-
1oua oona1derat1ona wh1oh I presume you will want to 
rn1ew oareru117 in d1aouaa1on, Among them I may olta 
the opinion tbat anr apeolal ourrenor or this character 
would be len acceptable to the righting toroea and leu 
l1ltel7 to Win oYer local populat1ona tban would a regular 
ounenor. 

(3) I am ln agre•ent that it would be eeeent1al, 
ae eoon aa praotioable attar the occupation or anr region, 
to proYide that region with a aatlataotorr ourreno1 ot ita 
own in substitution tor the local o1.1rrenoy in circulation 
at the moment ot oooupatlon, The beet vaya and mean• ot 
aoh1ning th1a I recognize aleo ¥111 require much rurthar 
oona1derat1on, fhe ·auggeat1ona and alternatiTee contained 
in the Treaaurr m•orandwa aeu to be a helprul atartlng 
point ror auoh d1aouaa1ona, I aaauae tbat p&Jaent to the 
troopa would continue to be in dollar• and pounda, W1th 
option or or aapla opportuni tr ror exchange i nto these 
new local ourrenoiea, 

(•) !ha .. oond broad question ra1aed, namel1, that 
or prortding a eound bank.1ng and 110netarr 811tem tor auoh 
ragiona, can probabl7 be more .eatiaraotor117 aettled attar 
oonolueiona haYa bean reached on the roregoing mattara. 
Tha7 would alao, TerJ oona.iderablJ depend on oirolllll­
atanoea, ir, ror example, the United Nation• were to 
ocoupr an entire oountr1, and thereby rull7 control ita 
bank.1.ng and central bank.1ng •1•tem and ita currencr 
mecban1••· the problem would be dlrrerel\t tban that 
wh10!!. volll.d exiat it onl1 a eepent or a countrr were 
occupied. Further, aa the Treaaurr memorandum 1nd1oatea, 
the aitua,iOQ woul. 4 dlrter aa between the reoocupation or 
ool@l'lll1e• rr1'endlr to the Un1 ted ll&t1ona and innaion and 
oooupaUon or Axle homelanda. I ahall wait to hear when 
you W1eh theaa diaouaaiona to be carried rorvard rurther , 
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JulT JO, l~ 

Mt''tt•w. 
~ Jlr, lecrot&Z'7t A\teau .. , Mr. J, 11. lfllih 

1 .. o&eloo1ac GOr co~llotloa for ~ 

week oa4e4 JulT ZZ, 1~~2, obowlac dollar 41oboroo-

a\ \blo N.U M4 tbo •ouo b)' wblcb tbo11 • - ••-

hroo w.ro fl~~&oco4. 

lal,~ll7 70uro, 

1•1 Bo\ert 0. •~•• 

loMrt G. tK.ae, 
Yl eo Pn oltu t. 

!be I Moralolo a...,. Korcu.-, Jr., 
1Mro\ar7 of ~ !ruour7, 
llulo1,.t•. J). o. 
ltlclonro 

COJ!rt W I7• J l.Ji2 
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CORRECTED COPY 

.nm 
This tElEgram muat bE 
parapbrastd bcfort being 
oommunioattd to anyonE 
othtr than a Oovcrntntntal 
agency. (BR) 

Storctary of State, 

Washington. 

891• July 311 10 a . m. 

Chungking via N, R, 

Dated July 3L. 1942 

Rto 1d 0 l t58 p. m., August 1 

FOR SECRETARY OF THE TREASURY FRO!.! CORRIE 

Hall-Patch, who would personally wElcomE Adltr ' a 

functioning on Stabilization Board, insists that your 

rEoommtndation is not in aooordanoc with Article 2 of 

Sino-.A.mtrican AgrttmEnt of April l , 19411 am that hE 

cannot function on Board in that capacity. Hall- Patch 

also ftEls certain tbat your rtoommtndat1on 1s at 

variancE with Dr. Kung ' s appo1nt1DEnt of Adler as acting 

mEmbEr on July 17 (mtnt1ontd in Adler 's TF- 51 of July 

20) which would bE accEptablE to British 1f confirmEd by 

you. As Chairman most rEluctant to call Board mtttings 

without American part1c1pat1on, Board ' s businEss 1s bting 

hEld up0 In view of AdlEr ' s good rEcord Chungking your 

confirmation of Dr. Kung'• aot1on of July 17 appEars 
• 

advisable to gEt out of Existing impassE, 

GAUSS 

I.UW .. 
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Thia t tltgram muat bt 
paraphraSEd btfort buns 
communicatEd to anyonE 
other than a Govtrnmtntal 
acmoy. (.811) 

SEcrEtary o.f' StatE, 

l'lashington, 

893• July 31• 2 p . m. 

Chungking 

Dattd July 31, 1942 

Rtc ' d 10:47 a.m. 

FOR SECRETARY OF THE TREASURY FROU CmL1IE, 

370 

HavE indicatEd informally to Dr . Kung tht growins 

r~smtmtnt of our diplomnt1o and military and chari­

tnbl£ organizations ovtr dEclining purchasing powEr of 

UnitEd Statts dollar in China. RaisEd thE quEstion 

or lEaving official rat£ as ia but giving spEcial ratE 

tor sptcial purpos Es. It would bE hElpfUl i.f' you 

milk£ inquiry or Adltr h ErE as to what , i.f' anything, is 

bEing conaidtrtd to mEEt t hE situation and ask what 

r atE or £XChang£ nould rEstorE purchasing powl:l! o7. 

Unittd Statts dollar in China to that or on£ yE~, 

two y tara ag_o . 

OAUSS 

\'ISB 

. . 
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COP! 10. d 

CftA. lp, ,w 

IDf.,.Uon r90!ri :od up to 7 A.M., )lot lul:f, l9U. 
1. m,uw 

J!iltt. n.o ..,.. 11 .-.ported to bo ~ tho lliDoo 1.o tho !Willf 
IL IITIInU ooctor, ""ich 11ro "-"" clurinc ..,.. ... ..,, ottcok, and tc bo 

Otronct.hiiWic IWo -- oector. !b. rocont l..U 1.o tho tt.ci>UDc cccu._, -
tile tooUcol ri-UGD .--tDo -bol>p!. 

J!!iBl&. Tbepooi Uon ot VOIQIJ:ZH 1o ••nollanpl. The ooroon drift 

tooozdo STALIIICRAD boo - no •-1ablo """""· BooyY flchtl.oc contl.mleo. 
Tbere 1a oo cCIIltirM.U011 of the C.ran cla1a to han l"'ClcMcl tho .. t.l.re oou.rt• or 

tho Dell boloo IW.ACH, but 1n tho South!lard clr1va acrcao tho DON tboy hn•o - .... .......... :-
' ~~""' Rivoro lW. and IWIIOH. 

2. AIR orpatp 

!1ES1'1!1! !'l!0lf. 29th/30th. SAAIUIRUQtl!ll. 243 '-bora including l26 
hoa"Y, attocko4 and dropped abollt '50 tcna ot h1Ch hploo1n and l.ocGodlorioo 1n-

cludJDc 103 4,o00 pound -· WMthor - quito &Ood and clGIIII ... not """"" to 
prttY.:at tht Mjortty ot crewe ideot1ty1ng the Wpt a.roe. 111a:1v rtne woro r.ported1 
with a pe.rt.icul.a.rl,y coocl conccm.t.Ntion. in the contn ot the town. Woocll north ot 
the- nro llunW&i tioreel;f, Ono otoo1- oppoorocl to bo ..U Alleht aod a 
CU contolnor oxplo4o4. llan7 oirorofi attaoko4 hUI boloo 4,000 foot. !h<lro ooro 

eeveral ti.&hta rith nScht t!.&hten, three ol W!cl\ aro claiMCI doetroy..S. 

30th. t... .. oqui too dropped ._.,. at LOIIIICI and a - boU- to 

be HA.VERM. HUrricane Qbera ..U a 1,000 ton ••••tl. e.od 41Mctd two liON ott 
BRESt P&lli'St1LA, wbile othor Hurricane boltbo.re attacktd An ADrod:rOIIIO nt Sf. aa:R. 

4 ot t.hooo oircrott oro oio•inc· Spittiroe ocUDc ao eacort. aod on -po o .. r 
Wortham 1IWICI dootro)'o4 7 Yooko WI&Uo 190, probab!J' dHtro)'o4 ~ P'l.41>toro and 

~ 9. l4 Spitti,..o aro riool.nl, but tMo pUoto aro ...to. A Slllldorland doa­
'-l"Oyed a- tlootpUIIo ott OSIWIT.--

JOU>/Jl.H. Aboat 58 - oJrcrott .... plotted ot w!dch aboat 4S 

oponoto4 over tho IIIUifllB. 8 nro dootroyed, ono prohablJ> doatroy<KI and 3 daoogod. 

J!iUl. 28th/29th. HoUtaxoo and l oJ.Unctono ~ ohlppinc Aod 

Hu_. l.ootollat1CXI8 at TOIIIIIt, - "'ip _. bit and oot .., n.... Cood tiroe .,. .. 

otarto4 ill tbo llarbollr orca. 

29Uo. oporou ....... rootriotod 117 -t. •'-· n,htor booboro 

29th/30th• About. 8 onoov o1rorofi attooko4 aoroclroooe 1n thO CAIIIO 

c1aMr1nc- -Uhopo aod- -tool l.nuloport at IIILIOPOI.IS . Regraded Unclassified
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) . W SIQUNtr 

BIIWDCIIIAIII. 29tb/)Ot.b. · Cu•l t1N now reported 71 killed, 264 

•enoualy inJured. .lll t1rea out by ••enlna .)Otb. Repnira to utUlt:y •orvlcN 

• well 1n hand and t.ranaport nonal. 

• 

30tb/3let. BllliiiiiOIWI llll& &pin attacked, but tbe m.1n COiliCOI\f.rol~ ,OI'I 
waa OYer tbe 'IIOLVEIIIWIP'I'ai-WALSALL area. It •• prlnclpall,y a tire raid and 

about 70 tina ware started, but all ••ro reported under control by dawn. Trans­

port and ut1llt:y aervlcee at both placoa were to some extant attocted • 

' 
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