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Aa4 ., fr1en4a o•er there, w11o are w1 Ul Che rort 
WorUl laUoaal lank, are Yel"J ..no .. to be M4e 
a 4epo d ton. 

low wbat 1 1 Ute neae of the llallkt 

rort Worth laUoaal. 

r orc WorUl laUonal. 

l ow l'••· ... 
Ac rorc Worth. 

•• • • aote4 a o~ about~··· · · 

I doa 1
' bll1ne U. 

••• • and when I we dowa there one 4q w1 th 7ou 
10alk1DC about another •••• 

tn. 

••• • bank being Mde a depod WJ'7 , eoae 11 Ule 
bank 1D Iouth 'feDI eoaeldlere - - the7 Wf1h ae 
all arows4 • • •• 

Yeah. 

•• •• and 7ou oalle4 1n - 1n Du • . • • 

tn. 

• • •• allll eo I oalle4 10hal'e oae 4&7 all4 7ou were 
oac, and I 'ooll Ulie up w1Ul Du, &114 he •roh 
ae a loaa letter tell1JIC ae 1diJ U oolll4D 1 

' be 
4o••· · ·· 

• • •• aa4 10 I I 'fe been Ullllll1J1C eYer7 C1ae I eaw 
rou to ~·all to ro• alloac u. 
Dl4a 1 

' he l'fer 411 Ut 

lo, lle U4a 1 t dD 1t. le pn ae a loac reaeon­
a loBI leUer ._ U ooul4a1 10 be..._, 101la10 U 
would 00110 Clle lil'fei'DBIDC a oerWa a.uac of 
... ., 1\'11'7 t1.e ... , ••• , •••• 
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Well, now rerreah - I ooul4 look 1t up to 
retreah ~ •-1'7· llbat .. e the ton tbat JOlt 
uke4 1n the t1ret oaeet 

rort Worth, !eue. 

But not thle- thll 11n 1 t wbat Jou're talk1q 
abou'···· 

lo, 1 t wae eoae 11 Ule t own 1n Iouth !e:ue. You 
414 that. 

W.U, 41dA•t I 4D th&U 

Yee, e1r. 

Well, tbat'e wbat I thoupt. 

All4 •liT I .., - but the reaeon 1fbJ arter I 
oalle4 t or J OU one 4&7 an4 JOU were out ot 
pooket- r ou weren't out ot ton- an4 I reae.­
bere4 the 4&7 ·~ were talk1DC about tba t one. o • o 

Well, 41dn1 t I •••• 

• ••• rou oalle4 1n Dan, an4 then I talke4 t o Dan 
1net .. 4 ot talk1JIC to r ou t1ret, an4 be wrote 
ae a long letter tell1nc ae WbJ be ooul4n1 t 4o 
tble rort Worth lat1onal !lank thing. 

But tbe r1ret one that r ou wante4, that'• been 
4Dne. 

Oh, ree. 

Well, tbat 1 e wbat I • • •• 

Oh, that wae 4Dae laet tall. 

I wae jllet bec1na1as to cet upeet. 

leah. 

But DOW tb1e 11 a eeooll4 one Wbloh JOU aeke4 
Dan, an4 Dan wrote r ou a letter an4 ea14 that 
1t oouldn1 t be 4oae. X. Ulat r1ptt o 

!bat'. r1pt. 
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IDUrt 
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IDUr1 
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An4 DOW wtaat r ou'4 U.ke - r o•'• 11k• U toaet 

I 1111'1 wo1114, le!U'J'. 

Well, ot ooiU'ee, laa•1nc - laa•1nc wrUten a let­
ter an4 all tbat w111 aake 1t a 11ttle bar4er, 
but 11•• •• a o-.aoe • 

. Ai.'l r1pt, Benl'f. 

Bow' • t~aact 

!bank r ou , ol4 fel l ow. I ou betoba. 

An4 ol4 - we go t a - 1011 got a alnlltet 

r ... 
We go t a rul.e on tlaa t 4ebt l1a1 t t ll1nc ••• • 

Yee •••• 

•• •• &Ad. ••• 

• • • • we'll ba .. 1t 11p tll1e ooal~~g v .. lt. 

An4 I euppoee llbat v111 laappen 1e 1t111 - U'll pa•• w1th tlaat r14er, wn 1 t Ut 

Unl .. e We oan Vl'allgll 1 t I ODI V&J tlaat VI oan 
'''a eeparate Yote oa tlaat , I 4on't bell••• 
the tellove vlll Yote t or tba t 4aDD tll1ag ••• • 

Iuh. 

•• •• 1n the lbape 1 t 1 • 1n 1t - 1t J Oil ooae to a 
I"'U oall oa 1 t, but the ti"'ilble ab011t 1 t 1e 
••'•• got to kaoolt 1t out 1• the oo.mu .. of 
tile 111bole 1t we !r.noolt 1t oy.t, eere there oaa 
be DO 1"011 oaU, aa4 1t U • knoolte4 oat cua 
we oan ba•• a eep&Nte Yote on 1t 1n the loa .. 
1t anrbo41 alke fer u, 1011 •••' ht t1aa aoUoa 
to reoe.-1 t, of f!•~"••, V111 be aa4e bJ tile 
a1ao1'1tf •• tlaat • the11' pr1•11•1•· ••• 

Ieala. 

••• • an4 tiler won't aake 1t on ~·· 
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!ber wtn not. 

We're cotac - no, the7'1l Mke U on 110 .. Uli11C 
elee, 7ou know, or Juet a e18Ple ~t1on to 
reoollll1 t or eoaethlnc of tba t k1nd • ••• 

'Xeah. 

•••• and- but I don't know. We're go1nc to tr7 
to wrangl.e 1t eoae w., eo we oan cet a eeparate 
Yote on that thlnc, and I 1b.1nk we oan knook 
1t out 1f we oan. 

I hope eo. 

But an,how we oan cet throup w11h 7our bue1nue, 
70ur end of 1t next week eoaet1ae. 

I hope eo. 

lfel.l • .•• 

Well, I - 1 111 4o 81 beet. In an7 oaee, 1 111 
let 7ou know wbat happene. 

All right, Ben1"7. 

!bank 70U. 

!banke, old fellow. 
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JDI.JJ'I Bow are JOU' 
• 

llaJ'Cib 6, 19~3 
121 011 p .a. 

leoretal'J 
Prank lnox: P1ne, BenJ')'. Benl'J, DOW I want J OU t o tell ae 

tbe boneat truth, aa)' or oaa fOUl' heart an4. JOU 
hope to 41e. 

IDIJJ'I 

l l 

1 : 

I I 

IDIJJ'I 

1 : 

IDIJJ' I 

I I 

1: 

JDI.JJ'I 

l : 

IDIJJ'I 

II 

JDI.Jr: 

Yeall. 

We were Jllet go1nc our \he prosraa f or Atlanta .... 
Yea • 

• . • • ~4 bo\h of ue al'e on \he prograa •• •• 

Yeah. 

.. . • epeaklng. 

Yeah. 

The)' put ae laat, I preau.e, beoauae that'• -
1t' a a lla"fJ ehow. 

Yea. 

We oalJ ban half an llour on the air. I ,)Vat 
ba4 to wrangle out of \he llaUoaal Broa4oaat-
1Dg \he f1ftean a1nutea a441t1oaal tlae. 

Yee. 

So we baYe a half an hour. 

Ye1. 

llow proa11e ae f Oil 111 tell ae the ti"QtL 

Y11, I wUl. 

I want fOil to e~&~~llt \hi 41"f111oa of tllat tiae, 
bUWeeD the two of Ill. 

Well , I tbiDk r ou ehoul4 u•e \he •Jor por­
Uoa. 
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Well, all r1Cb1: DOW. .., dQ JOU - 11ba1: 4o JOU 
1:h1nkt Bow - bDw l one - thq - theJ'n a8.a ae 
t o Ull Uld bDw 1:0 41Y14e 11:, ancl I'a /"e' 
putunc 11: up t o 7011 ancl t!Mn 7011 ancl I 11 talk 
11: OTer •• two tl'hDcla ancl hll aaoh o ther ezaoUJ 
wba 1: we 1:h1nk. 

You'n got a halt an hourt 

Yeah, ancl twent7 a1nu1: .. 1a all I waDt at the 
.oat, eo •..• 

Well , I clon' 1: waD1: aore thaD t1Te. 

Well, woulcl un IU1 1: J Oil all 1'1ptt 

I don 1 1: n .. 4 ten. 

Would J Oil !'ather haTa t1Tet You're 1:ell1n& ae 
the truth aow. 

l o, I - I - I haTe no epeo1al aeeaage at th1a 
'1••· ... 
Xoah. 

• ••• an4 1t I haTe t1Te a1Dil1:ta, 1t1 a plen1:7. 

You're eure ot that aow, leDI'J. I .. . . 

Oh, 7"· l o, I 1a - on 1:h1a eor1: ot th1nc, Fl'allk, 
I 1a the eae181t tellow 1D the W01'14. 

I - I aa too, aa tu at that 1a OODOOI'Decl. All 
I waAt 1e the r81ul u. . 

lo, t1Te a1nutea WOilld be pltn1:J. 

Be p1entJ' 

Yeah. 

low. Jou'r• 11T1DI- be1na Tei'J tr&Dk, beoauae 
1 14 .JIIat ae OOOD ae haTe - tweD1:J a1DD1:81 1e 
all 1 reall7 want. · 

1 - I'a bo1na ooaplatolJ trank. 
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• IIII.Tr 1 

II 

1111.Tr1 

I I 

IIIIJr l 

1: 

IIIIJrl 

I I 

IIII.Trr 

II 

B11Jr1 

1: 

IIII.Trl 

' 

Ub huh. 

I - I ~ueh' that )'Ou14 Yke ~e 'bulk of the Uee. 

Well, u• • - it' • a aoo4 4Nl. ot a .. "7 abow, of 
oourea, u4. ••• 

Wall, I wolll4111 t baYa con• 4oWI1 there it 70• •••• 

Wall, I waa' )'ou to CO• 

••• • it JOU ba4111 t of aellta4 ... 

I know it, an4 I - but I ~Dill: U Yar)' 11pproprlata 
tor )'Oil to SO· 

Well •••• 

Baoauea 'hi• ian1 t the an4 of thaea ~DC•· We 
ba4 one a' Boue,on, now one at Atlanta, an4 we 11.1 
eoon haY~ one in Cbioaco •••• 

•••• u4 ano~er one in IncUana, an4 we ..,. baYe 
othere later. lo I ~DIIt U 1 1 wall to Ua t!ae 
laY)' - the 'frHftJ')' ia oa UUe ~a, •••• 

Ooo4. 

II •••• aa4 Usa''' .... , )'OV 101111 4owo there 4oll. 

BII.Jrt 

1: 

IU.pt. 

All r11itl' ~ea. We'll NJ f1Ye llin•,ee, aa4 I'll 
taka ~ other twent)'-f1Ya. 

nne. 

II I won'' take twaat)'-the. ..., I'll 4o ia Yke 
tweat7 •••. 

BII.Jrt 
: 
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BlUr: 
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lOUr I 

1 : 

1111Jr1 

I I 

lOUr a 

---
an4 pn tile Mil tbat 1aU'0411oee J OU an4 tile Ma 
tb&t 1atro41lo .. ae two- an4-a-balt 11111aCee eaola. 

R1pc. 

OkaJ, RelU'f. 

low wh1le I 1 n soc J OU on USe pllone, I oerca1nlJ 
appreciate tile epee4 w1tll wb1ob JOU sot tbat 
Lookll .. 4 tor ae. 

BaTe J OU lieD 1~ Jett 

l o, tll1J 1 re •khiC a taw alte:raUone on u. &114 
theJ aa14 tb&C - on the :ra41o an4 that IOJ'C ot 
th1as pJ'1no1pallJ • • • • 

I •••· 

• • •• aa4 Cb•J aa14 1t woul4 be a weak or ten 4aJ1 
'Detore 1 t wae raa4J. 

Uh h1ah. 

But JOU oerta1nl7 broke all epee4 reoor4e. 

Well, that'• the W&J the •••7 4oee bue1ae••• 
BelU'f, 

Yeah. 

AD4. ••• 

(Lagpl) 

But I cake U - I know tllq do -- \bat we're • .... , .... 
lllllt 

, ... Jou're soiiiC to tlJ JOV lblp doWII there. 

Yaah, &114 JOil1re 101111 wUia ae. 

' 
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I I Oka1• 

lii&Jr 1 !ballk 10•. 

II All r1ib', KeiU'1 • 

IOIJra GooO,e • 
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TREASURY DEPARTMENT 

I'ROCUMMIHT DIVIUON 

WASHINQ'T'Ofl 

J.!&rch 6, 1943 

MEilOIWIDtn.l TO THE SECRETARY: 

Confirming ~ conversation with you this morning, 
the following is a brief summary of the matters diaoussed: 

1. LEND-LEASE BUDGET 

Mr . Stettinius has advised that it has been 
decided not to present the budget for the period 1-1 to 
6-30-43 but instead to prepare the estimates for the 
period from 5-1-43 to 6-30-44. We are accordingly 
cooperating with OLLl to obtain, review, and screen 
the estimates of the participating Lend-Lease countries 
insof&r as they relate to requirements to be purchased 
through the Procurement Division for the 14-month period. 

On the basis of the estimates submitted for 
the 6-month period 1-1 to 6-30-43, totaling approximately 
$1,050,000,000, it is expected that the funds required 
for purchases to be made through this agency for the 
period 5-1-43 to 6-30-44 will be about $2, 500, 000,000. 

2. INDICATED .A.CCELEIU.TION OF lEND-LEASE SHIPPING 

I had a meeting with S~r Clive Baillieu and 
representatives of his office concernine the proposed 
substantial increase in shipping for the United Kingdom. 
He stated that the schedule called for forwarding 
1,400,000 tons of steel products the first half of this 
year and greatly increased quantities of other supplies. 
Accordingly we have laid plans to verify our recorda of 
available Lend-Leaee stocks, pr oduction schedules, and 
the forecast of the future expected deliveries with the 
ob ve of meeting the situation, as it has particular 

itary eignificance. He suggeated the consideration of 
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suitable WPi and NYl equipment which is in the process of 
being declared surplus as a possibility of making equip­
ment available readily. The reaction was favorable and 
the opinion expressed that a substantial amount of equip­
ment might be placed in areas which would be subject to 
military action and used equipment would be acceptable. 

3. PROPERTY UTILIZATION AND H.R. 1610 

Hearings have been held before the Committee on 
Expenditures in Executive Departments with reference to 
H. R. 1610 which relates to the disposition of surplus 
property and provides for the use of ~roperty which has 
not been declared surplus under certa1n circumstances. 

This legislation includes substantially all of 
Executive Order 9235 and was cleared with the Treasury 
Department in its original form. During the hearings, 
however, the Bur eau of the Budget submitted a proposed 
amendment which would t ransfer to that Bureau supervision 
of the operations of the sale of surplus pr~perty, in­
cluding the vast surplus wh.ich will be available following 
the war. I protested this change and took up the metter 
with Mr. O'Connell . As a result, Mr. O'Connell and I had 
a discussion with Congressmen O'Leary, Chairman of the 
Committee on Expenditures, at the latter's office. At 
Chairman O'Leary's request, we are submitting a draft of 
the language which we consider t o be suitable and which 
will retain the original intent of the legislation. 

4. FIElD WAREHOUSE PROGRAM 

As a result of inquiries, it has been determined 
that there are 330 warehouses used by Federal agencies 
other than the military services and Lend-Lease. Steps 
are now being taken to consolidate the warehouse activities 
within the West Coast region, specifically, at San Francisco 
to serve California, Arizona, and Nevada, also Western Utah. 
Other consolidations will follow. 

i large map showing the location and type of 
Federal warehouses is in Mr. Snyder ' s office and I feel 
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sure that fOU would be interested to see it and to hear 
more about this program if fOU have occasion to take the 
time for a visit. This is the first composite picture 
of the Federal warehouse operations , and the information 
obtained is most interesting. The striking feature of 
the map survef as shown ia the concentration of ware­
houses operated by various agencies in the same areas . 
For example , the analysis baa shown that 28% of t he 
total warehouse inventories are within the District of 
Columbia and 56% of the balance are within five st ates , /" 
as compared to approximately 2~ of the total Federal 
personnel within the District of Columbia and 80% in 
the field; the locations of the warehouses containing 
the large proportion of the total inventories are not 
consistent. Further, twenty-one warehouses are reported 
as having a distribution of supplies on a national basis, 
of which total nine are located in the District of 
Columbia. 

5. DISTRIBUTION OF BUSI!IESS , (COORDINATION WITH 
SMALLER WIR PUNTS) . 

is the result of a recent discussion I had 
with Colonel Robert W. Johnson, Vice Chairman of WPB 
and Chairman of Smaller War Plants Corporation, arrange­
menta are being made to place representatives of the 
Procurement Division at the twelve WPB regional head­
quarters to cooperate with the Smaller War Plants 
representatives in an effort to extend the distribution 
of business placed by the Procurement Division to the 
fullest extent possible. We have been distributing 
business from the inception of the Lend-Lease program, 
but it is believed that there are possibilities of 
accomplishing further results by having Procurement 
Division representatives nearer to the localit7 within 
which the distressed areas are located. 

6. REI!.1BILIT.lTION PROG!illl 

I received word last week from Governor 
Lehman's office that WPB had approved the clothing 
program which hae been in abe7ance for some time subject 
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to the use of substituted items of wearing apparel . 
Accordingly, I have assigned one of our reople to 
work with WPB to determine the aubatitut ons which 
should be applied. This is a splendid opportunity 
for the distribution of business , and that phase 
will be e~haaized because it is for the moat part 
a atookpil1ng program and short delivery schedules 
are not involved, as is the oaae in moat of our 
purchases. 

;:rE~ 
or of Procurement 
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UJJn'IJ) Sb!IS fUASOIIT 1f.U J'li.UICI COIIUT!'a 

lrtt14tn~a, J'e4eral Rotorre Ballkol 

hlletin Jo, 1 
llarob &, 1N3, 

It hao become ntCttoar.r fer ua to cr,ratall1•t cur aetbo4 of optr­
t~1on btre to Wsahincton 4urinc tbt prtatn~ ptrio4 of preparation tor 
tbt April Dri••· In order that :rou ~· un4tra~en4 bow vo hsYt agreed 
to operate aaong ouroel•••· thtrt are litttd below two brief paragrapba 
explaining our mttbod of operation, vbloh will prtYail until fUrther 
Dot toe. 

1, llr, 0raYtt wlll OODUINt to operttt in dirtOt oontect vlth 
.. abtrt of tht War Sa•inct orp.nltatlon on all utttre of eurrtnt 
operation vblch art not a apeoltlc part of the .t.pr11 4Upal.p, CD 
aatttre pertaintnc to the oupaign, llzo. Orona will ••• to 1t tbat 
no pol107 daolalono or apeoltlo lnatruoUoDI are laouad untU proper 
olaaranot baa bHn u4t ,.ith the htaldtnt of tha J'edaral Rottrn 
Diatrlot ooncarntd, 

2. llr, Buffington will contbut to operate 41raotl7 with the 
~ecutiTt MaDS«era or the lreoidanta of tha J'adaral Roaorn Baoko 
on all aattora relating to the Viotor.r fund co .. itteoo1 aotiTttr. 
Bla authority h cleer to continuo opero.Uona on all mattore u .oept 
tho .. iDYChinc aaJor pol1o:r, vbich llbould ba cltarad vitb llr, Robbino 
prior to action, 

It bto bttn deoi4od that for the ~rpoaa of the April DriYt vt 

vill adopt tbe Uti of 1 Unlttd lt8ttt frtaiQJ7 Var "J'lnanot eo .. ttttt1 

•• a btadlnc on atattontr.r and t..l&t U terature, with a ..,bbtadlng 
011 tbt lett, •War Sayinge Start,• and on tbt r~\, •Ytotol'T J'UD4 
Oo-1\tee,• 

It ia our viab tbat none of the prtotnt atatlontf7 or aapplitt 
vblob O&rf7 the idanttt.Fing - of either orseahaUon ahwl4 be 
4ttt1'07&4, Ve r•o-1114, boveyer, that all replao-n~a ba 4tatgne4 
aa ln41oate4 abcn. In ueing preatnt auppUtt, tbt:r llbould ba ch&n­
ntlt4, eo tar •• poaoible, tbi'OU,tlll tbt orpnhaUona vbich baYI pre­
Yloual:r bttn 1nd1Y14uall:r 14tnt1t1e4, 

We ara planning to baYt a on~ atating tor tbt publioitJ' aen 
vbo will ban4lt tbt pnblloltJ' vorlt in aaob of tbe J'o4or"l llettrn 
Dtatrio\1, lie ._t, at tbh tS.., tell ,.,.. tbt tptOitio 4ott the 
aeating .. 111 ba oa1lo4, but 1t will prokbl'l' 11e ....... ra &IMioat tha 
80\b of tbt aonth1 Ov plan vov.l4 '111 to atlt for ona aan •nl7 frllll 
aaeb hdtral lle .. rn Dtatrlot •4 w vov.l4 o...,h• ovatlna to 
OOTtr tbt tDUrt tnbJtot in ODI t.J'. 
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Pondln« \hlo .. e\1~. or uz\11 you havo tur\hor no\tco, wo auc­
~oo\ \ha\ 7ou bold 7our publ1c 1\~ plano oo .. vha\ tn ab...-nco, Yo 
roolt u 111 aokt~ \hh \hero YUl bo t~~poUonoo , bu\ porhapo \bo 
4olay vtll be YOr\bvbtlo 1! vo o•n do•olop o coord1na\o4 pra«rao, 
B7 all ooono urce your publ1o1\7 oon \o brtmc vt\b \boo to Ya&btnc­
ton any opectttc plano and procraoo vbtob \bo~ \btnk .can bo ottoo­
ttvoly vorkod tn each re~ton, 

W, M, llobblu, 
la\tonel Dt .. o\or of S•loo, 

• 
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T H E WHilE HOUSE 
WASHIN GTON 

Febl"\18'7 5, 194S 

Dear llr. Seorets171 

lo!rS, Roosevelt would appreciat e 

the opinion ot tho TreaauJT Depart.Dent 

on tile plan subod.tted by llr. Constantin Paul 

L«<t in the enclosed correspondence. 

Very a ince,..ly TQIU'S , 

Secretory to 
lira . Ro011ewl t 

Honor able Henry Moreen theu, Jr. 
Seore ts17 ot the r...aa1117 
llaahington, I!,C. 

':'>Q 
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BOARD OF ECONOMIC WARFARE 
OFFICE OF EXECUTlVE DIRECTOR 

WA.!HIHCTON, D. C. 

llarcl\ 6, 191.3 

The Honorable, 

The Secretary of the Treasury . 

Dear 11r. Secretary: 

Enclosed are the •inutee of the aeeting of the 

Boord of Economic Warfare which wao held on February 

25 , 191.3-

If there ere any corrections which you care to 

auggeat, please let •• know. 

~~[~ 
Executive Director 

Encloeure 

36 
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• -SECRET 
lllcu~ea of ~be lloe~i.Dg ot the Board ot !conoaic War:!!£! 

Held February 2S , 1943 at 10:00 •·•· 

A meo~ing ot the Board ot lconaato Warfare was held 1n tho Vice 
• President 's Ottice in ~e Capitol Building ot 10:00 a.m. on February 25, 

1943. 

Those present: 

The Vice President, Chairman or the BQerd 
llr. Dean Acheson, representing the Secretary ot State 
llr. !larry White, represeottng the Secretary or the Troesury 
llr. R. P. Patterson, representing tbe Secr-etary ot liar 
llr. Cbarlea Fahy, represent1ng tho Attorney Gonoral 
Tho Sec rotary or tho -Neoy 
llr. L. A. Wheeler, roproaaottng th~ Soore~aey ot Agriculture 
llr. Wayne Taylor, reproaOD.tt.n;: tbe Seorotaey or c,_erce 
llr. Molson A. Rockoteller, Coordinator or ln~er-Amortcan Attairs 
llr. lo'llllaa Batt, roprosenting tbe Cbeit'llall, liar Pro<luction Board 
llr. E. R. Stettinius, AdmiJlistrc~or, Lond-Loaoo Administration 

In addition , the to11ow1ng por~~:o proaont: 

Mr. B. G. Collado, State Deportment 
Nr. Adlai Stovonoon , Navy Doportmoct 
Mr. Harold H. Nott, War Department 
llr. J, 0. Corbett, War Shipping Administration 
Mr. Ob4r1ea Knox, State Dopartillont 
llr. L. w. Doll6las, War Shipping Administration 
llr. Arthur Cardin or, Boord ot &conOilio Wartaro 
llr. Jcoa B. Horzog , Boord ot .Economic Wcrraro 
l.lr. IIllo Porlins, Board o.t Econoaio Wort oro 
"r. 1!. w. Claumnitz, Bou-d ot Eeonoaic llorraro 

' Shlpptne to otbor Aaorican Republics 

A "Report to tho Board or .\IOOJioaic Wartcro Rosardlng l!orcbant 
S bipp1nc Ser.tcos to tho Otbor Aaor1can Ropublioo•, dated Jebruary 23, 
1943, pr~pnrod by a ca.mitteo eatabl1ahed at tbo Boord aoet1ng or 
January 14, 1943, bod boon circulated. 

llr. Purlcins siat.ed tbat target tonnoeoa woro ot nocoss1ty to be 
cona1dorod as boinc tlexiblo, end ratood tho question ot whether 1n 
thd ovont ot tbo undershipmont or torsote, tbo ebortago was to bo 
codo up in ouoceodins months. 

ln tbo diacuaeion it waa cl~r tbat, since oll shipping wa.s tl.gbt, 
tho 11108t complete utilization ot all ohipplnl! was ol' 110jor U.portanco! 
oa Will aleo tbo balancing ot the, Ynr1oua daunda tor abipptn;; • . !fitlo 
rororonco to t ho rlaxtl!llity o(. t8J'tlotl it wat pointed out tl:at evCoD 
th4116b a ab1ppln,:: prosraa al.gbt bo oaretlllly aid out tor a tuturo 

· . 
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d d 1 ant in activo wur thoatcre, or iDtcrtoronco ~~~~~hl~np~~·!~sbto;~q~~o tho abort t orm divorsion or shlppine. In 
I• 1 robablo tbot roducod DhlJll!hmta to othGr IU'OQS a ucb cases , t lftlS np . . . • . 

could be otfaot within any roesonablo futuro tiDo. 
' .. , . 

vnth rer~renco to moro comploto utilization , thore. wao ~iscuss~ 
or tho uso or noutral shipping, mnlniy Argentinian\ )'lrazl:lten,. and 
Fronoh. IAr . Collado roportud tho t t'hu' commit toe report lw.d mad? no 
m&nUon ot tho Argentin ien s i tulftion 81noo exports ~o Argentina wore 
hnndlo<l vory largely by Argentina ships . Upon question by Mr. White .• 
llr. Douslos reported that by ogroomont ?~ or tho Argentinian tonnogo 
woa avoilebl~ to t he Unit~ States to~ ~mports an<l was in facv brtnsi.ng 
1n natorlala wb.lch scrved. .to reloaso u.s. vossola. He quesM_onod 
whoth•r turthor gslns would bo posetblo. · · ' 

• I 

Wit h rorerencc to Braaiiian voseols , llr. Douglas stated that tho 
u. s. hud talcim 13, 6ll<l tho Broz 111ans wore oporatin,;; 22. ~. ~h.C! l!hipa 
oporutod by Brazil cro gettina bock tnto sorvico ond operati~ moro 
orrtc1~ntly , tho War Shi pping Administration is reducing. the uso ot ' · u.s. ships ror Brazilian shipment. 

With rore:renc~ to ships ot Llartinl~uo , ·which wc~e .roP.orted .to number 
s ix tonkor a and two merchant ship3 as wo~l ·os certain wnr vessels, i~ was 
atatod that nesotiotions ware b~ing d'iroctod .PY tho Dopnrtmont of Stoto . 
While tho aron is now under blookado, a foetor in tbe situation is tho 
dons or of tho ships boing scuttlod. · 

In discussi!!j; more ofrtchilt ut1iizot.ion· or shipping, t.lr. Douglas 
auggoetcd that certain nilitor~· constroction Md mointensnce work abroad 
should bo corctully sc:rc~ned, end drow attention to the uso of ships as 
floating wcrchouscs in tho Southwest Peci~i~ orca. I t was 'ipprociatod 
thct unloading conditions could not roodily bo overcome, but rrom o 
shipping st.nndpoint sueh uso or ships moant o reduction 1D . toto.l availability . · 

llr. Pcttor3an St~ted t~t ho WDS unde~ tho Impression that military 
dc~do tor shipping h~d not bQon mot, QQd suggostod tr~t all oivili~ 
usos should bo revi~~ud ~<I possibly pored further. ueual~y , domends, 
howovor, ocrotully screened, wore likely to bo· ht8her than wnr condi t i ons 
would justl ty. Mr. Douglas st~tcd t hot ell militarii . d.e.rn~ds 1n t he los ~ 
sixty dnys bed boon met . He also etnt od that three times as much ehiPP,in8 
was ovullnblo t" tho liilit~ry sarvico oa had boon ,the ccwe .. iD t ho le'st ~r~r. 
Ho : leo drew ottontion to ·the teet ~at o1 vilic.n shipping had b&en out · 
about as t nr. ee it Wns Wise, o~o St E..ting, howov0r' too; eny highly·· 
serious mi~itery situetion' mtcht roquire turther. o~tion. 
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Tho Vice President drew attent ion to January shipments inoludod in 
t he c~ittee report, noting that ror some countries shipments wero ot 
8 l evel ot approximately 5~ or ovorage ahipmonto in 1942. Ho also ' 
collod ottontion to Table 6, sbowtn: t ho porcontcgo ot total shipping 
t~nn.ngo ropresentud by "projEoC\S". 

In discussing tho "project" datn or Tnblo 6 several points were 
dovol opod. Ylhile tho term "projects" io usvd t o indicnte m1 enterprise 
in which tho United States is directly intO'l'osted, ns rubber, qucrtz 
crystals , or balsa, certain or tho materiels necessary ror projects 
aro ol so ot usc t o the civilian economy, n~ roilroud and mining aupplioa. 
Sogrogoting "projects" supplies, therefor~ , results in en overst atement 
~t tho roducti on or civilian supplies . Furthermore, certain supplies 
l i s t od 88 c i vilian or non-project were in t eet relnted t o materiels 
mor e directly militnry. Such datq na those givon in Tnble 6 ero thorotore 
uaotul aa indica t ors, but should not bo interprutod ns exact. It wsa 
appnr~~howovor, that the supplies t or mor e strictlr civilian uses hove 
been reduced materially, nnd t hat rurt hor redocti~ would endanger the 
production or supplies ur~ontly n~odod by the Unit~d States as well na 
furt her stra in t ho domestic economy. Mr. Porkina st ated that in export 
control , preroronce wes being civen t J pr~ j ect ~otarials required t o 
etbnulot o impo:>r t s or strategic matoriols . 

I t was tho cancensus that tho ropox·t be nd)ptod, with emphusis on 
tho necessity o~cJntinuod ccrotul screening of ell shipping demands, 
~d with t ho tull renlizetion thot t argets wore flexible, particularly 
i n o military emergaqcy. It was n~tod al so that n1loccti~ neodod t o 
b~ projected woll in advance t or planning purposes, end changes in 
ol locet i ons cons idered with tho crroct od cgoncios . 

' 

' 

' 
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To: llr. Morgenthau tc, L ~ ':l(IO 

From: Mr. Paul. 

On Monday, March 1, 1943, the Supreme Court in the case of 
Commissioner v. Griffiths , refused to reverse Eisner v. Macomber, 
in which the Supreme Court held in 1920 that a stock dividend in 
common stock issued on common stock is exempt from income t ax. 
The decision was written by·Mr. Justice l ackson. Mr. Justice 
Rutledge did not participate. Mr. Justice Douglas, with whom 
Mr. Justice Black and Mr. Justice Murphy concurred, dissented. • 
The decision is quite lengthy and it doesn' t seem necessary to 
go into the detail of it at this ti~~e, but there is one aspect 
of it which I thought should be called to your attention. Tbe 
Court holds that inasmuch as Congress has not passed a statute 
taxing dividends of this kind, it cannot pass upon the question 
of the const itutionality of the subjection to tax of such a 
dividend. They seem to take the position that Congress should 
not concern i t self with the constitutional aspect of any such 
statute ; but that if it is their purpose to tax dividends of 
this kind they should pass appropriate legislation and when 
that legislation gets to the Court , the Court will determine 
whether it is constitutional 

The problem now arises as t o what effect the rationale of 
this decisio.n might have upon the further prosecution of our 
cases looking to the taxing of interest on the bonds of New 
York Port Authority. Congress has, on two occasions since the 
President's message to it in April, 1938, declined to enact 
legislation to tax interest on State and municipal bonds. You 
will no doubt recall your letter to the President Yarch 17, 
1941, in which among other things you called his attention to 
the fact t hat the-Bureau of Internal Revenue had on the pre­
ceding Friday begun •a test case against seven bondholders of 
the Port of New York Authority for the purpose of settling 
the constitutionality of a Fedetal income tax on future State 
and local obligations. • The thought of the Treasury at that 
t ime was that the decision of the Supreme Court in the Gerhardt 
case taxing the salaries of employees of the Port Authority, 

/ 
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had cleared t he way for taxing the interest on its bonds. 
However, even after the Gerhardt decision, the Congress con­
tinued to refuse to pass legislation to tax interest on State 
and municipal obligations; and it might be argued by necessary 
implication in view of all the circumstances, that that r efusal 
extended also to the interest on bonds of St ate and municipal 
instrumentalities. If we continue to prosecute the so-called 
tax cases involving the Port Authority bonds, the Supreme Court 
might conceivably, when the case gets to it, take the same 
attitude as they have just exhibited in regard to the stock 
dividend issue; and if they lake that attitude they would say 
that Congress should first enact the legislation and they would 
then , upon a proper case, determine its constitutionality. 
The Chief Counsel and his assistants believe the prosecution 
of the cases should be carried on to a conclusion and in this 
decision I concur. The reason for this recommendation is that 
if we consider only the context and reasoning of the decisions 
of the Supreme Court in the Gerhardt and O' Keefe cases, the 
situation from the legislative or technical standpoint can be 
distinguished from the situation in the stock dividend cases. 
Unless you otherwise direct , the lest cases will proceed as 
heretofore planned. Incidentally, the cases are now set for 
hearing before the Tax Court at New York, beginning April 19, 
1943. Several outstanding economists have been engaged to 
testify on the economic aspects of the case. The fact s generally 
which are to be submitted to the Tax Court have already been in­
corporated in a stipulation which has been agreed to by the 
parties and preparations for the hearing are substantially 
complete, so that there is not a great deal of ground work left 
to to ''"' "''" tho t.gimoi•g ~ t<iol . 

• 
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TREASURY DEPARTMENT 

ll'fl'D OI'?ICE COMMUNICATION 

DAft 

fO Secretary Morgenthau -·--
,.o,. Mr . Paul 

In accordance with the exi.sting i nstructions, 

there is submitted herewith a summary report of 

activities and accomplishments carried on by the 

r.ao1 Storr ''' th• mooth '~1 1943. 

Attaclunent , 
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IN '!I!E OFFI '-'E 0:0 T!!E GEIIE!W. COUllSEL 
JAliUARY 1943. 

The following matters received attention in the 

Office of the Chief Counsel for the Bureau of Internal 

Revtnue : 

1. Recommendation to Joint Committee based on 

Liti'\t.tion Hazard {See llovember 1942 report, item 4) . The 

proposed settlement in the case of Mrs . Ruth B. Lilly and 

her husband and children has been criticited by the Joint 

Committee . The probability of criticism was anticipated; 

but it may be interesting to note that the criticism is 

based upon the decision of the Supreme Court in the St uart 

case {handed down on llovember 16 - after the Lilly case had 

left the Review Divi~ion) , and that after pointing out that 

the Supreme Court had remanded the Stuart case to the Board 

of Tax Arreals for further proceedings, i t concludes with 

the followine p.ara;:raph : 

"Althouvh the Tax Court's findinas in the 
John Stuart trust case will not be ~eterminative 
of the question here, it does seem desirable to 
withhold this case until that time . Perhaps that 
decision will furnish the basis for a better settle-
ment here . Possibl y that decision will render · 
this case a good one to litigate in ·order that 
the scope and coverage of the Clifford principles 
may be more definitely determined - to the grati­
fication of both taxpayers and the Bureau.• 
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2. Approved Over payments , Overpayments were approved 

by the Staff of the Joint Committee during December .in the 

following cases : 

Brooklyn Edison' Company - income tax 
Duke Power Company - income tax 
E. I. duPont de Nemours and Company, 

Inc. - income tax and interest 
W. E. Hightower - incoDe tax and 

interest 
flew York and Q.ueens Electric Light 

and Power Company - income tax 

$ 310,650.10 
80, 297. 51 

1,012, 642. 2.7 

81, 854. 93 

314, 735.85 

3. Tsukasa Kiyona (See October 1942 report , item 8) . 

Recommendation was ~de to the Department of Justice that 

Kiyona be prosecuted for willfully attempting to evade and 

defeat a large part of his individual income' t axes for t he 

calendar years 1936, 1937 and 1938. On January 5, 1943, 

Justice advised that in view of the fact that the civil 

liability will be fully satisfied and that the statute of 

limitations will not operate durin~ the taxpayer ' s absence 

from the United States (he is now in Japan), it is not be­

lieved "that any useful purrose would be s~rved by indi ct­

ment at this time .• 

4. Fred Perkins (See September 1942 report, i t em 4), 

Wr • . Perkins was found guilty January 12 of failing to pay 
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social security taxes for his battery shop employees 

during the last five years. Perkins, a perennial anti - New 

Dealer, went to jail .in 1934 when he refused to compl y with 

!iRA provisions but he VIas subsequently released when the 

Supreme Court invalidated the azency . On January 12 he was 

civen a suspended six-month sentence and put on probation 

for two years . ~I won' t make any promises now," he said, 

"but I don' t have any intention at present to disobey the 

law. " 

5. Northern Trust Company, et al ., Executors , Estate 

of Henry 1!. Wolf, Deceased. This case was decided by the 

Supreme Court on January 11, 1943 . It turned upon whether 

the amount to be deducted from decedent 's eross estate on 

account of the bequest of his residuary estat e to chaJ•ity 

was the actual amount of such bequest, after payment of 

Federal estate t axes, or what would have been the amount 

if there had been no such taxes . The fact was that charity 

only got $3, 223. 51, yet the Seventh Circuit Court of 

Appeals, foUowing what it thouebt was the rule of the 

Supreme Court 's decision in EdVlards v. Slocum, allowed a 

deduction of $463,103.08 . The Circuit Court refused to 
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examine the legislative history of section 807, Revenue 

Act of 1932, on the ground that the section was unambiguous . 

The Supreme Court, reversinz the Circuit, said "words are 

inexact tools at best and for that reason there is wisely 

no rule of law forbiddiO£ resort to explanatory legislative 

history no matter bow ' clear the words may a~pear on 

surcrficial exa~nation '." The Court then pointed out that 

the lccislative his tory de~onstrated that Coneress intended 

"a lezislative reversal" of Edwards v. Slocum; that the 

lezlslative history was conclusive in favo r of the Govern­

ment ' s contention that the estate was entitled to deduct 

only the amount actually passinz to charity aft er payment 

of the Federal estate ta~; in other words, $3, 223, 51 instead 

of $483,103 ,08. The decision is important in estate tax 

administration. 

6. llurray a. Spies. Spies was convicted of attempted 

evasion of income taxes . The Second Clrcuit. affirmed. The 

Supreme Court grant ed certiorari and reversed on the ground, 

in short, that two misdemeanors , namely, (1 ) willful failure 

to make a return, and (2) willful failure to pay the tax, . 
standing alone could not make a felony. Spies had asked 
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the trial court to instruct the jury it could not find 

him guilty of the felony, namely, evasion, if they found 

only that he had willfully failed to make a return and had 

willfully failed to pay the tax. The requested instruction 

was refused ann the court charged the jury that if the de­

fendant had a net income upon which some income tax was due, 

and if they found the defendant willfully failed to pay the 

tax , and if they found the facts and circumstances warranted 

it, they could find the defendant cuilty of evasion. The 

court also refused to instruct the jury that an affirmative 

act by the defendant was necessary to constitute evasion, 

and charged the jury otherwise, saying that an attempt (to 

evade tax) might be found on the basis of inactivity or on 

refraining to act , The Supreme Court thoueht Congress in­

tended some willful commission in addition to the willful 

omissions that make up the list of misdemeanors; it said in 

substance if the jury had found that certain other acts 

which were in evidence, taken "together with willful failure 

to file a return and willful failure to pay the t ax" con­

stituted a willful attempt to defeat and evade tax, it would 

consider convi ction sustainable. A first reading of the 
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Supreme Court ' s decision does not indlcate the necessity 

for any marked depar ture from present Internal Revenue 

Bureau practices in developing and recommending prosecutions 

for tax evasion, but rather that charees to juries must be 

broad~r . It was made clear that fai lure to make a return 

and fai lure to pay a t ax are not to be disregarded in any 

such prosecution, but are to be taken together with other 

acts of commission, such as keeping a double set of books, 

makint false entries or false invoices or document s, de­

struction of books o~ records , concealment of assets , or 

coverine up sources ·of i ncome, etc , However , proposed 

leerslation is being considered . 

47 

7. Post War Refund of Excess Profits Tax. Representatives 

of the Office of the General Counsel, Bureau of Accounts , 

Bureau of the Public Debt , Inco Je Tax Unit and Office of 

the Chief Counsel of the Bureau of Internal Revenue hel d 

a conference on January 7, l94S,to discuss post-war refund 

of excess profits t ax. The Bureau of the Public Debt con­

templates issuing post-war refund bonds and handl ing thei r 

transfer and redemption, and preparing the regulations with 

respect thereto. Tent atively, it was susgested that the 
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post-war credit account of each corporation paying excess 

profits tax be maintained in the Bureau of Internal 

Revenue , and that such Bureau make monthly certifications 

to the Secretary on the basis of which Public Debt would 

issue the bonds, and when necessary (by reason of defici­

encies and refunds) adjust the amount of bonds outstanding. 

8 . Estate of B. H. Kroeer . As a consequence of the 

holding of the Board of Tax Appeals (now Tax Court) in 

its decision in the case of Hary H. Hup;hes that the decision 

of the Supreme Court in ~Y v. Heiner was no longer the 

law, a deficiency in estate tax was proposed against the 

Estate of B. H. Kroger, Deceased , from which an &']?peal has 

been taken to the Tax Court . kecently counsel for the 

estate filed a motion with the Tax Court to advance the 

hearint in the case, and as grounds stated, among other 

thines, that the major issue involvin~ approximately 

$8, 500,000 of a total proposed deficiency of $12, 524, 987,81 

was attributable to the decision of the Tax Court in the 

Mary H. Huehes case and like decisions following it ; that 

interest on the defici ency is accumulating at the rate of 

approximately $2, 000 per diem; and that unless the Tax· 
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• Court reverses itself, the estate will seek review in the 

Circuit Court of Appeals, and if it does reverse i t self, 

the CollUllissioner "undoubtedly will seek revievt." The motion 

then recites that in view of "this forecast of litigation" 

it is of the utmost necessity, from the standpoint of 

financial cost to the estate, that the ~tter be t ried end 

disposed of at the earliest possible u:.oment. i-.epresenta­

tives of this office ere cooperatine with the estate to the 

end that t~e case may be heard as expediti9usly as possible , 

end it has now been set for heerine at Louisville , Kentucky, 

April 15, 1943. 

9. Estate of Genevieve Brady Macaulay. A proposed 

refund of $109, 682. 91 estate tax to this estate was reported 

to the Joint Committee December 1, 1942. ¥~s . Brady, the 

widow of Nicholas F. Brady, who ·had left her some fourteen 

million dollars, marr ied William J . B. llacaulay, lfinis ter 

to the Papal Court f rom the Free State of Ireland on 

Yaroh 6, 1937, On October 6, 1937, she made a will bequeath­

i ng one million dollars to her husband, and stipulating 

that any advances to him durinc her l i fetime should be de­

ducted therefrom. On April 20, 19S8, sbe advanced to him 
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property worth approximately $485,000; and on November 24, 

1938, she died. The Staff of the Joint Committee has 

criticised the proposed refund. It is of the opinion that 

the $485,000 advancement to the husband was t axable as a 

transfer in contemplation of death. It particularly 

criticises the sentence in Article 16 of the estate t~x 

regulations ~hich reads : "The fact that a gift was made as 

an advancement to be taken into account ~pon the final 

distri~ution of the decedent ' s estate is not, in and of it­

self, determinative of its taxability." Referring to this 

sentence , the memorandum states : "I recommend it be by 

Treasury Decision immediately elim.ina ted from the regula­

tiona on the zround that it is contrary to the plain meaning 

of the law, " 

10. William D. Frad (See October 1942 report , item 3) . 

!'rad Ytas indicted January 4, 1943, and bail set at $1,000. 

He is a notorious gambler who "fleeced" several prominent 

business men while traveling in the Carribean Sea area, 

11 . Cox Steel & Wire Co . , Inc . This case was referred 

to the Department of Justice January 15, 1943, recommending 

that ita president , W. T. Cox, be prosecuted for willfully 

attempting to evade and defeat the social security taxes of 
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the corporation for the years 1936 to 1939, inclusive . 

Apparently Cox is one of those. exceptional individuals who 

has made up his mind not to pay t axes to the Government . 

Similarly, Brevoort Enterprises , Inc ,, was referred to the 

Department of Justice January 15, 1943, recommending that 

its president, A. Brigh~~ Rose, be prosecuted fo r willfully 

attempting to evade and defeat the social security t axes 

of that corForation for 1936, 1937 and 1938. Hr . Rose is 

a fairly well known la~7er in Los Angeles, having had some­

thine to do with the William Bioff case (See October 1942 

report , item 1) , These cases are inter~sting in that they 

are among the f ew social security cases which have been re­

ferred for prosecution. 

12. Social Security Taxes on Mining by "Leasers" . The 

Commissioner of Internal Revenue has ruled that operations 

under a proposed form of minine lease in Utah would not 

involve employment by the owner of the mine wi thin the 

meaning of the Social Securi ty Act . Approval of t~is ruling 

by the Chief Counsel's offi~e was e iven only after it was 

ascertained that the Labor Department has ruled the same 

way for purposes of wages and hours laws and after 

0 
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assurances that the Labor Department would coptinue to take 

that position. The Social Security Board has been kept ad­

vised. The War Production Board hopes to stimulate minlng 

for war purposes through the leasing system, It is repre­

sented leasing was a collllliOn method of operating ma.rginal 

mines until recently. 

13. William F. Hess, et al . Hess and others, who were 

electrical contractors and were employed to work on PWA 

projects in the Pitt sburgh area, were indicted and paid sub­

stantial fines for conspiring to defraud the United States . 

Afterwards one Morris L. 1~arcus , on behalf of the United 

States and in his own behalf, brought a suit against the 

contractors for damaEeS because of the f rauds committed 

aeainst the United States . The authority for brinbing the 

suit is a statute which had ita ori~ in during the Civil War, 

whereby any person could brinz a suit to recover damages 

against every person who caused to be presented for payment 

any claim upon or against the eovernment of the United 

States knowing such cl aim to be fraudulent ; and the suitor 

got one-half of the amount of the recovery as a reward. A 

judgment was rendered in this case for $315, 000, of which 
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$203, 000 was for double dL~aees and $112,000 was an 

aeeror ate of $2, 000 sums for 5& violations . On appeal the 

Circuit Court reversed, The case then went to the Supreme 

Court, where the Circuit Court was reversed and the District 

Court was affirmed . The Government appeared in the Supreme 

Court amicus curiae , In connection with the Government 's 

ar~tent on the general question of policy, the Supreme 

Court pointed out that this suit resulted in a net recovery 

to the Government of $150,000, "three times as much as the 

fines imposed in the criminal proceedines; and this recovery 

was obtained at the risk of a considerable loss to the 

petitioner since" the law expli~itly provides that the in­

former must bear the risk of havine to pay the full cost of 

---the litieation. The Court also said: "One of the chief 

purposes of the Act, which was itself first passed in war 

tih.e, was to stimulate action to protect the Government 

aeainst war frauds ," citing a report of the House Committee 

on Government Contracts, March 3, 1863, the Congressional 

Globe and Randall, Civil War & Reconstruction. This. pro­

ceedine did not involve federal income taxes, but a study 

will be made of it to determine whe ther and to what extent 
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it would be applicable to a like suit for the recovery of 

federal taxes fraudulently evaded. 

14. Joseph C. Grew. Mr . Grew has given al l of hi s 

rieht , t i t le , and interest in and t~ his book "Report From 

Tokyo," and his right to copyriPht the manuscr ipt, to the 

American llational Red Cross . The Red Cross has entered 

into a contract with Simon and Schuster, Inc . , who agree 

to publish the work and to pay royalties to the Red Cross , 

Yr . Grew is a party to the contract and has certain obliga­

tions arlsing from it , but he will receive no payments under 

it . It has been ruled that Mr . Grew will not be l iable for 

income tax, nor is be required to file a return on the 

royalties which will be paid to the Red Cross upon publica­

tion of the book inasmuch as he is no longer the owner of 

the property which will produce the income . However, 

Mr. Grew was advised that he would be required to file a 

gift tax return, provided that the gift was not excluded 

under section 1003(b )(2) of the Code from net gifts , but 

that he vtould be allowed a deduction under section 1004(a) 

(2)(B) of the Code since it was a gift to a charit able 

organization. 
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15. Compromise Cases . In (1934.) 38 Op. A'ttorney 

General 124 (a letter f rom the Attorney General to the 

Secretary of the Treasury) it was hel d that under Executive 

Order No . 6166 of June 10, 1938, the Treasury Department 

had no discretion to review on the merits the action of the 

Attorney General in acceptine an offer of compromise in a 

case under his (Attorney General's) control ; that the 

Attorney General had plenary power to compromise any case 

over which he has jurisdiction upon such terms as he mieht 

deem fit ; and that the dut y of one executive officer to 

carry into effect the discretionary acts of another was 

ministerial. Recently, the Departntent of Justice directed 

an administrative refund, inclusive of costs, in the case 

of City Bank Farmers Trust Comnany, Trustee for ~ary ~cKay 

~cCreery v. Collector. The directive letter was submitted 

by the Bureau of Internal Revenue to the Comptroller General 

upon the question whether the payment of court costs in a 

settlement prior to payment of the cos~s would be approved. 

January 5,·1948, the Comptroller General, in a letter to 

the Secretary, holding court costs in the circumstances of 

this case could not be refunded, said, among other thin~s , 
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that in view of the boldine of the Supreme Court i n Saee v. 

United States , and United States v. Kales, "it is not clear 

tha t the Attorney General is authorized to compromise suits 

filed against collectors of internal revenue for refunds of 

taxes . " The Comptroller General ' s letter said in connection 

with that state~ent that he bad not overlooked 38 Op. 

Attorney General 124. But the Comptroller General concluded 

in the particular case that however that mi~ht be, "you are 

informed that if the Commissioner of Internal ~evenue is 

willlne to make payment of the said ~~ount of $69 .31 plus 

interest as being equivalent to an allowance by him as a 

refund of taxes, this office will raise no objecti on thereto 

in this case . • 

16. Tobacco Products CorporaUon of iiew Jersey, 

Pursuant to a contract entered into in 1923 the American 

Tobacco Company "leased" from the Tobacco Products Corpora­

tion of Virginia and i t s subsidiaries their recipes, processes , 

t rade brands and good will for 99 years at an annual r ent al 

of $2, 500, 000, Earl y in 1932 two new corporations, of 

like name, were formed in Hew Jersey and in Del awar e, the 

latter becoming parent of the former which took over the 
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lease rights of the Virginia company. In 1935 the American 

Tobacco Company exercised its option under the original 

contract and paid $36, 286,128.85 for the intangibles so 

l eased to it. Since the Hew Jersey company in 1932 had 

issued trust debentures of $35, 591,235 against the contract , 

the dureau of Internal -~evenue has been enzaged since lll37 

in e~forts to detPrcine and collect whatever taxes mieht 

result f rom the 1935 transaction. As only $725, 638 .27 was 

found collectible from the UeYt Jersey company, and its sub­

sidiaries were without assets, resort was had to transferee 

proceedings which caused somo 229 petitions to be f iled with 

ihe Board of Tax Appeals , After protracted negotiations, 

a settlement was effected whereby the Government has col­

lected $2, 250, 638. 27, including $1, 525, 000 from alleged 

t ransferees represented by United Stores Corporation, 

American Tobacco Company, and interests connected with the 

Estate of T. F. Ryan and the Duke family . Since the trans­

feree payers insisted on flat sum payments without interest 

added, the Bureau representatives insisted on collateral 

aereements 'waiving the right to deduct their payments from 

gross income in any year . The Tax Court decisions were 

entered for the sums paid, without interest. 
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17, Chambersburg Engineering Company. In this case the 

Defense Plant Corporation will not own the land on which 

tho buildings , machinery and equipment are located, but is 

to be given a 25 year lease by .the taxpayer, the Defense 

Plant Corporation then subleasing the land to the taxpayer 

for seven years , Both the lease and the sublease may be 

terminated by the taxpayer at any time the facilities are 

~o loneer required for defense purposes . Uppn termination 

the taxpayer has an option to purchase , but may demand that 

all buil dints , structures and machinery be removed from the 

l and, (and upon failure to remove, taxpayer would apparently 

be ent i t led to convert t he faolll t i es to its own use) . In 

vi eYI of t hese provisions, and the position taken in respect 

of the Glenn L. 2artin Com~any case (see October 1942 report, 

item 13), it is proposed not to give a closing agreer:.ent 

that t he rentals are deductible, unl ess the taxpayer agrees 

to adjustments in the event that it acquires the property 

or exercises r ights inconsistent with ownership by the De­

fense Plant Corporation, This appears to be the fi rst 

case of a type in which the taxpayer is given a right by the 

Defense Plant Corporation to demand demolit ion of the 

facilities. 
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18 . Walter 'ilinchell . Winchell requested a ruling as 

to whether the agreement entered into June 9, 1940, by him 

wilh the Andrew Jergens Company and Lennen & Mitchell, Inc . 

constitutes an employer-employee relationship or a con­

tractor-contractee relationship under the Salary Stabiliza­

tion Reeulations . I t was ruled that the aereement in 

question does not constitute the legal relationship of em­

ployer and employee as defined in section 1002.2 of the 

Salary Stabi lization Regulations . 

19 . State of Flor ida . In response to questions 

presented by the Comptroller of the State of F.lor ida, it 

was held (1) t hat where a salary is paid by more than one 

payi ng agent, as where a county acent is paid from fedet•al, 

slate and county funds by different disbursing officers, 

each such officer must deduct from the amount which he dis-

.burses the victory tax cooputed on suoh amount, and the 

complete withholding deduction is allowabl e against the 

wages paid by each rntbholdine aeent; (2) that the value 
• 

to employees of state institutions of living quarters and 

meals furnished them should be considered compensation for 

services for the purpose of v1ithholding the tax unless the 

.. 

59 

Regraded Unclassified



- 19 -

l ivi ng quarters or meals are furnished for the convenience 

of the omplo~er (The.rental value of the governor's mansion 

does not constitute erose income to t~e eovernor and hence 

i s no t subject to any provision of tho victory tax) ; (3) 

that payments on account of unemployment paid by a state 

agency out of funds received from f ederal unemployment t rust 

f1mds ar e not i ncludible i n the cross i ncome of the reci pi ­

ent and are, therefore, not subject to any of the provis ions 

of the victory tax; (4) t hat the amount of an allowance for 

trnvelinc expenses or the arnotmt of r ei mbur sement therefor 

must be included by the employee in hls ('ross income but he 

ms.y deduct . his actual ·expenses i n determinine the victory 

t ax net income subject to tax (The amount of such allowance 

or reimbursement, however, need not be t aken into considera­

tion in computing the amount to be withheld by the employer); 

(S) that pensi ons paid to re t ired offi cers and employees of 

the st a te constitute remuneration for past services, rather 

than annuities, and therefore constitute wages subject to 

the tax and to the withholding provisions . 

20. State of Georgia . The T1•euurer of the State of 

Georeia inquired whether State officers whose salaries are 
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fixed by the State Constitution or State statute will have 

cause of action against him if he withholds the victory 

tax from such salaries , He was adv:l.eed that the withholding 

of the victory tax aoes not constitute a diminution of the 

salary and his attention was called lo section 467(b) of 

the Int ernal Revenue Code which provides that "every person 

required to withhold and collect any tax*** shall be 

liable for the payment of such tax, and shall not. be liable 

to any person !or the amount of any such payment ." Members 

of the State legislature receive per diem of $7 .00, or $490 

for the entire session. They draw their compensation at 

irregular intervals as they see flt . They were advised that 

t he amount of victory tax to be withheld should be computed 

under section 466(b)(4) dealing with wages paid without re­

gard to any payroll period, and that it is immaterial that 

the entire salary .for the year is less than the victory tax 

exemption f or a yearly period. It Ytas further held that 

the Treasurer need not withhold a tax upon the per diem of 

$70 and $60 paid respectively to the Clerk of the House and 

the Secretary of the Senate since those amounts constitute 

funds provided for those officers to mtet the expenses of 
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their own offices, includin~ their own compensation and 

that of their employees . Those officers must withhold 

the victory tax upon amounts paid to their employees and 

upon their own remuneration. The victory tax legislation 

contains no exception which would exempt paEes, who are 

minors , f rom the tax and the withholding provisions . 

The Council of State Governments met in Baltimore and 

were furnished copies of the rulings in the Florida and 

Georgia cases, in which they were interested, 

The follow.ing work was done under the supervision of 

Assistant General Counsel Cairns and }~ . Feidler, Special 

Assistant to the General Counsel : 

21. Pay of Treasury Employee (T. Maxwell Anderson) 

Captured by the Enemy. An opinion, addressed to 

Mr . W. If. Thompson, which was prepared by J.!r . Tobolowsky 

and Yr . Gilmore, and signed on January 11, 1943, concluded 

that (1) Mr . Anderson is entitled to a per diem allowance 

during hls internment by the enemy; (2) he is entitled to 

per diem at . the rate as increased subsequent to his capture , 

for such period until he returns to his post of duty; and 
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(3) the Treasury Department may send the salary and per 

diem chocks of J.!r . Anderson to a bank designated by him 

es his aeent to receive his salary. 

22. Travelinr, Expenses and Per Diem for Ass istant to 

the Secretary (Ted R. Gamble) . A.n opinion, addressed to 

!:r . W. )1 . T~ompson, which was prepared by hl.ss O'Connor 

and l~ . Gilmore, and siened on January 11, 1943, concluded 

that since Mr. Gamble is a dollar-a-year man, he oay be 

paid compensation equivalent to $1 per annum plus actual 

travelino; expertses between his ple:ce of residence end 

Washington, D. C. , and per diem in lieu of subsistence 

while in Washington, D. C., notwi the tanding his official 

post of duty is Washington, D. C. 

23. Pay of New Appointees to the White House Police 

~· An opinion, addressed to Chief Wilson, Secret 

Service , which was prepared by Mr. Tobolowsky and Mr . Gilmore, 

and signed on January 14, 1943, concluded that privates 

appointed to the White House Police· fot•ce f rom sources out­

side the Metropol itan Police force and the United St~tes 

Park Police fo rce may be initially appointed at a salary in 

excess of $1, 900. 
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24. Dutiability of Wool Thread Waste Sold out of Bond . 

An opinion, addressed to Assistant Secretary Gaston, which 

was prepared by 1!r. Fe idler, and signed on January 30, 

1943, concluded that colored Axminstcr thread waste result­

ing in the usual course of the manufacture of rugs or 

carpets is probably not dutiable when sold by the manufacturer . 

7he opinion takes a position contrary to that taken by the 

Commissioner of Customs . 

25 . President 's Poi'Jer to Lower the Price of Bread. A 

memorandum pertaining to the President's power to lower the 

price of bread, addressed to Mr . Haas, Director of the 

Division of Research and Statistics , was prepared by 

~~ . Gilmore, and signed on January 16, 1943. 

26. Litiration. In the case of United States v. 

Graham and Zen~er , Inc. (Reap. Dec . lio. 5751), decided on 

October 29, 1942, the Customs Court held that no freely­

offered foreign value for the merchandise involved existed 

within the meaning of the tariff act, because •1hen such 

merchandise was sold in t he foreign country of origin for 

home consumption, a licensinG control system of that country 

prevented the merchandise from being exported subsequently. 
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A letter was prepared by Yr . Chambers requesting the 

Solicitor General to take an appeal from the court's decision. 

It was pointed out therein that the governments of many 

countries, including the United States, are now exercising 

various types of control over merchandise and that, if the . 

decision was allowed to stand and its underlying principle 

extended by the court to other types of governmental con­

trol, the result might be that the Customs Service would 

eventually find itself Unable to determine in accordance 

with the tariff act the dutiable value of many type s of 

merchandise. The Department of Justice has since advised 

that an appeal has been t aken • .. 
27. Disclosure of Confidenti&l Information. The 

General Accounting Office wrote to the Department regard­

ing the refusal of a field office of the Customs Agency 

Service to allow General Accounting Office investigators 

access to files involved in a customs case which was the 

subject of an active investigation by the Customs Agency 

Service . The General Accounting Office requested that 

general instructions be issued that all records be made· 

immediately available to its investigators upon request . 
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A reply prepared in the Chief Counsel's Office of the 

Bureau of Customs pointed out to the Comptroller General 

that the statutory provision elvine his office access to 

Government records is subject to a constitutional l im.itation 

thai an executive agency may refuse to disclose information 

if such disclosure "ould be a~ainst lhe public interest . 

The letter stated that the General Accounting Office is 

~iven access to the great bulk of customs records but that 

in special cir.cumstances, such as oases undergoing active 

i nvestleation, the question of dieolosure is properly re­

ferred by the fie l d of f icers to the Department for decision. 

The following work was done under the supervision of 

Assistant General Counsel Tietjens: 

28 . Investment of Stat e Funds in United States Securities 

(See December 1942 report, item 20) . Mr . Tiet j ens a.nd 

Mr . Reeves attended meetings of the Drafting Committee, 

Council of State Government s, held at the Department of 

Justice at which were considered the enactment by the various 

states of legislation authori~ine the investment of funds 

of the states and of their political subdivisions in 

Unlted States securities. A draft of legislation 
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satisfactory to this Department waa prepared and recommended 

to the vari ous states for enactment . 

29. Transmission of Veterans ' Pension Checks to 

Switzerland. 1w. Reeves was present at a conference in 

Mr . Bartelt's office which was attended by representatives 

of ihe Veterans Administration, Staie Department, Division 

of Foreign Funds Control and Bureau of Accounts , which was 

called to discuss t he possibility of est ablishing a pro­

cedure whereby payments of benefits to veterans residing 

in Switzel'land would be made throueh the facilities of 

the State Department . Such payments al'e now being with­

held due to the impossibility of t ransmitting checks ·to 

Switzerland, The matter is receiving consideratian by the 

Department and, in the event that a satisfactory procedure 

can be worked out for ST.itzerland, such pPooedure will be 

ext ended to Sweden, Spain, and Portugal, f rom which vet erans ' 

and other payments are also being withheld, 

30 . Release of Securities Deposited with Former High 

Commlasioner of the Philippines (See August 1942 r eport, 

item 25) , An agreement of indemnity was drafted for use 

in connection with the release to the llederlandsoh Indisohe 

• 
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Handelsbank N. V. of certain securities which were deposited 

durinr; the emerr;ency in the Philippines by the },!anile branch 

of that bank with former High Commissioner Sayre and are 

now heinz held in custody by the Federal Reserve Bank of 

San Francisco subje~t to the direction of the Secretary 

of the Treasury. 

31 . Donations t o Office of Foreign Relief and 

Rehabilitation Operations. Ur . Tietjens and Mr . Reeves 

conferred with Mr . Hef felfineer and Y. S. McDougall, General 

Counsel of the Office of Foreign Relief and Rehabili tation 

Operations, concerning the acceptance of gifts of money 

and property made to that agency. It appears that the 

provisions of Title XI of the Second War Powers Act Ylith 

respect to the acceptance upon behalf of the United States 

by the Secretary of the Treasury of zifts conditioned upon 

their use for a particular war purpose and the procedure 

established by the Department for the acceptance of such 

gifts are adequate to cover any donations which may be made 

to the above agency. 
. . 

32 . Embezzlement of United States Savings Bond Funds 

by Postmaster at Brodhead, Wis. Messrs . Tietjens, 
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:unn·n~h&m and Reeves conferred with}~ . ~effelfinzer and 

representatives of the Bureau of the Public Debt concern­

in~ (l) a claim by the Post Office Department for the re­

r•l acement f rom the fund for the payment of rovernml'nt losses 

in sh lpm~nt of certain Uni t ed Stat-a Savinea Bond funds 

-.mbe:zled oy a former Postreaster a t brodhead, Wisconsin, 

and (2) the procedure to bt' !'olloMd ill r•dss 11ln~ bonds 

wrongfull y wi thheld by the postmaster. It was determined 

t"at 1md~r the provisions of §3a of the rovernment Losses 

in Shipcent Act, as amended, the fund is avai lable for the 

re1lacement of the principal amount of the funds embezzled, 

but not f or the payment of interest thereon. lir . Cunnineham 

has Mrkell out a procedure for the reissue of the bonds 

in quest ion. 

33. Effect of Soldiers and Sailors Civil ._elief Act 

o! 1940 Upon Recovery of Travel Advances. In response 

to an informal inquiry from the Division of Disburse~ent 

concerninz the e~fect of the Soldiers and Sailors Civil 

nelief Act of 1940 upon the recovery of travel advances 

!rom Government employees who have gone int~ mili tary service, 

a memorandum was prepared and transmitted to th•t Division, 

statio~ th•t in ao f•r as the !ct is concerned th~re ia v 
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Cunnlneham and Reeves conferred with}~ . Heffelfinger and 

representatives of the Bureau of the Public Debt concern­

inz (1) a claim by the Post Office Department for the r e­

placement from the fund for the payment of government losses 

in shipment of certain United States Savinzs Bond funds 

embezzled by a former Postmaster at Brodhead, Wisconsin, 

and (2) the procedure to be followed in reissuing bonds 

wrongfully withheld by the postmaster . It was determined 

that •mder the provisions of §Sa of the Government Losses 

in Shipment Act , as amended, the fund is available for the 

replacement of the principal amount of the funds embezzl ed, 

but not for the payment of interest thereon. Mr . Cunningham 

has worked out a procedure for the reissue of the bonds 

in question. 

33. Effect of Soldiers and Sailors Civil Relief Act 

of 1940 Upon Recovery of Travel Advances . In response 

to an informal i nquiry f rom the Division of Disbursement 

concerning the effect of the Soldiers and Sailors Civil 

Relief Act of 1940 upon the recovery of travel advances 

from Government employees who have gone into military service , 

a memorandum was prepared and transmitted to that Division, 

statine that in so far as the Act is concerned there is 
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no reaeon why the Government should refrain from attempting 

to collect from such employees or their sureties amounts 

due on account of travel advances . Ho"ever, the memoran­

dum stated thai the extent to which the Government should 

go in attempting to collect amounts due on account of such 

advances aprears to present a question of policy for admin­

istrative de termination. 

34. Propased Amendments to Government Losses in 

Shipr.~ent Act. The Commissioner of Public Debt submitted 

to lw . Cunningham for consideration and advice proposed 

amendments to the Goverrunent Losses i n Shipment Act , pro­

posinc to extend the purposes of the Act to cover losses 

from cashing or paying Uni t ed States Savin~s Bonds by the 

Treasurer or other authorized azenciea, and also providing 

for relief without bond of indemnity where the lost security 

is in the possession of any organization authorized to cash 

or redeem such bonds . This proposed legislation will 

necessaril~ require some redrafting, particularly as it 

involves an apparent mistake in the compilation of the Code . 

35, Report on S. 26, to Provide for Bonding of Federal 

Officials and Employees . P~. Reevta conferred with 
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~essrs , Shea aod Bartelt and members of the Bureau of 

Accounts concerning the preparation of a report to the 

Senate Committee on Education and Labor on S. 26 which 

would di rect the Secretary of the Treasury to secure a 

blanket bond covering all officers and employees of the 

United States and to pay the premium thereon. It was 

tentatively agreed that· an adverse report on the bill would 

be prepared which r.ould recommend consideration be given 

to the enactt~ent of legislation providing for the self­

bonding by the Federal Government oi' its officers and em­

ployees in the manner contemplated by a bill which was 

drafted some time ago by the Legislative Section. 

36 . Procedure with Respect to Withholding of Payments 

Under Act of October 9, 1940. A letter was prepared in 

response to an inquiry from Louis Ludlow, a member of the 

Hoase Committee on Appropriations , pertaining to the neces­

sity of drawing government checks and depositing the pro-. 
ceeda thereof in a sp~cial deposit account in cases where 

it has been determined by the Secretary oi' the. Treasury 

pursuant to the Act of October 9, 1940, {U.S.C., title 81 , 

sec . 123, et seq. ) that the checks should not be transmitted 
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for delivery in a foreizn country or where the payments 

involveil are prohibited by Executive Order 1/o , 8389, as 

am~nded . 'rhe l etter advised 111' . Ludlow that under the 

provisions of lhe Act of October 9, 1940, the Department 

is required to draw these checks and to deposi t the pro­

ceeds thereof in a special deposit account but that the 

Depart!'ent r.ould be ~lad to coorerate in the preparation 

of levislation r.hich would eliminate the necessity for 

lhis procedure , The letter further advised that a saving 

of arproximately $45,000 could be effected if the Depart­

ment were not requi red to draw lhe checks in question. 

37 . Railroad Reorganizations (a) Seaboard Air Line 

Railroad (See December 1942 r eport, item 22) . Mr . Proctor 

attended a hearine in Her. York City before the Special 

~ahr in the above proceedin;,a at which r:as discussed 

the rroposed t rea tment i n reortanization of securities 

recently purchased by the Receivers . Generally speaking, 

the creditors group advocated that the values represented 

by the purchased securities be allocated t o the various 

creditors in accordance with whatever plan of distr ibution 

may be approved bf the Special Master and the Court , One 
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of the Receivers strongly proposed that no securities of 

the now cotnpany be issued aeainst the purchases but that 

~he purchased securities be r etired with the resultant de­

crease in the company debt and capital ization. 

After the hearing, J,lr . Proctor attended an in£ort1al 

conference 11ith the Spec:al l!aster , one of the Receivers, 

counsel for the t.eceivers , r.nci counsel for one of the 

lar~e creditor groups. Counsel for the Receivers proposed 

that, with the permission of the Special !'aster, the 

aeocivers and the Treasury endeavor to arrive at a price 

a.,reeable t o both parties for the sale to the Receivers 

of all security held by the Treasury as collateral for 

the' Seaboard' s §210 obligations, exclusive of the First 

and Consolidated Bonds. This proposal was ~de known to 

1~ . D. W. Bell and tr. Heffelfinzer and is now being con­

siuered by them. Such a sale would also constitute a 

COITtJ:Iromise of the pending liti~:.ation with respect to the 

Prince George and Chesterfielo Railway bonds now held by 

the Secretary of the Treasury. 

38 . Public Debt (See December 1942 report, i t em 17 ). 

(a) Rights of finders of coupon bonds . The Department 

.. 
.. . 
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tor some years has followed an opinion of the Attorney 

General to the effect that the United States would not 

be properly protected in reco~nizinz complete title in 

the l'inder of a lost and unclaimed coupon bond in the 

absence of a state statute providin., for• perfecting title 

in such a finder . The practice, therefore , has been to 

refuse to return the found bond even nhen the finder re-

ques t s it . Mr. Bell recently requested that an effort 

be made to have the Attorney General reconsider the matter 

and the necessary research to support an opinion by the 

General Counsel is noV/ in progress • 
• 

(b) Payment of Savings Bonde throuCh judicial 

proceedings . Judge Oscar ll. Kaplan of the Chicago Uunicipal 

Court informally inquired whether Savlncs Bonds were ex­

empt from the claics of creditors, and was aovised of the 

regulations to the effect that there were no restrictions 

on pa~nent throuzh judicial proceedines broutht by credi -

• tors except in the case of proceedings brought to enforce 

a pledge or proceedings affecting the right of survivor­

ship. The Judge advised that many oases v:ere comine; before 

him based on old judgments and instituting discovery 
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procbedin:s for the purrose of locating savin~s bonds 

recently purchased through payroll allotment plans . His 

attention was called to the possiblllty cf invoking state 

exem1tion lalla for the protection of small bondholders, 

and he soid he ltould give the matter consideration. 

{c ) ~ecovery of bonds issued i n error under payroll 

deduction plan. liumerous cases have arisen in nhich 

enrloyers oreratin& payroll deduction plans have purchased 

from postmasters, or issued directly, bonds to which the 

payees were not entitled because of a duplication of orders, 

or otherwise have delivered the bonds , and have been un­

able to date t o recover the bonds . Loans and Currency 

was advised to prepare a letter for the Under Secretary's 

signature, addressed to the Chief of the Secret Service , 

requesting their cooperation in recoverinz the outstanding 

bonds in cases of this kind. The opinion was expressed 

that substitute bonds could be issued without surrender 

o£ the original bonds in such cases only upon satisfactory 

proof that the payee haJ lost the bond or did not receive 

it . 

{d) Pending litigation - ~eraistration of United States 

Savin~s Bonds . A new case involvinz registration in the 
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beneficiary form was reported to Vr . Cunningham. A letter 

was J•acoi ved from a lJ-s . Heck of Dauphin, Pa . , to the effect 

that the executors of her father ' s estate claimed fi ve 

~>1 , 000 Series G bonds registered in the name of her father , 

Wi l liam G. Garverich, payabl e on death to her . The bonds 

ha actually been sub~tted to Chica~o with a request for 

ra~ent at par . Payment had been ~efused on the ground 

that the desicnated beneficiary was entitled to payment 

and ihe bonds were retained by the Chicaeo office . This 

in formation was transmitted to Justice which is considering 

ihe desirability of filing either i nterplead er proceedings 

Ol' a pcti tion for declaratory judement in the Federal 

Court at Harrisburg on the eround that the Defartment is 

in possession of bonds claimed by two claimants and desires 

instructions as to which one payment should be made . If 

this is done a case will a.rise in a federal court with a 

di r ect line of appeal to the Supreme Court, a situation 

which has been a~iously looked for . 

{e) Savin~s Bonds - Litigation. There has been 

received from the Department of Justice the proposed petition 

for declaratory judgment in the William G. ~arverich case, 
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arising in the Middle District of Pennsylvania and 

a tfeotinf United States Savings Bonds inscribed ~illiam 

G. Garverioh, payable on death to Mrs . Hellie G. Heck." 

1'he peti tiop has not yet been verified but will be forwarded 

to Justice for ~ervice as soon as the Under Secretary has 

signed i t . Justice advises that so far as they know this 

is· the f irst time the United States has t aken advantage 

of the statute permitti ng declaratory judgment in the 

Federal courts . 

(f) Savings Bonds - Conflict of Ownership. The 

DiSanto case involving a conflict of ovrnership of United 

States Savings Bonds was argued in the Court of Appeals, 

State of Ohio , sitting at Cleveland. The Probate Court 
• 

had sustained Treasury's position and an appeal had been 

taken. Of course, an appeal lies to the Supreme Court of 

the State . In this case Treasury was not a direct party 

but appeared as the re.sult of a Suggestion of Int erest. 
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(g) Financing. 'Messrs . Tietjens and Cunningham parti~ipated 

in consideration of the issue of 7/8% Treasury Certificates 

o~ Indebtedness, Series A-1944, dated February 1, 1943, 

due February 1, 1944. 
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The following work was done under the supervision of 

Assistant General Counsel O'Connell: 

39 . Board of Legal Examiners (for description see 

July 1941 report , item 15). Mr. Shea and 1~. Speck sat 

on Examining Committees of the Board of Leeal Examiners 

on January 5, 1943 . Also , Mr. Speck was a member of the 

Examininc Committee at a meeting held on January 18, 1943. 

40. War Communications Board (for descript ion see 

llovember ,1940 report , item 23) . Mr . Shea attended a 

meeting of the Law Committee of the War Communications 

Board on January 19, 1943. 

41 . Public Debt Act of 1943. 1~ . Shea participated 

in the drafting of the proposed Public Debt Act of 1943 . 

The bill (H. R. 1470) is desi~ned {1) to increa~ the 

public debt limit; (2) to authorize banks and trust 

companies to ~ke payments in connection with the redemp­

tion of United States savings bonds ; and {3) to provide 

relief for losses incurred in making payments i n connection 

with the redemption of United States savings bonds. 

On January 22, Mr . Shea with J!r. Heffelfinger, discussed 

the provisions of the proposed legislation with the Bureau 
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of the Budeet. lir. Shea accompanied Under Secretary Bell , 

Asslstant Secretary Sullivan, Mr . Haas and Mr . Broughton 

to the hearing on H. R. 1470 before the Ways and Me«ns 

Committee and the Finance Committee, held on January 29, 

1943. Re also prepared draf ts of the Committee reports 

on this bill . 

In connection with th~ consideration of this bill 

numerous memoranda cont aining background and factual 

material were prepared by 1~ . Ranta, Mr. Filachek and 

rise r cDuff . 

42 . Proposed Bi ll to Authorize Acceptance of Permanent 

Loan l'ade by Board of Trustees of the National Gallery of 

Art (See llovember 1942 report, item 32) . lliss :W:cDuff pre­

pared a draft of a report for the Senate Committee on the 

Library oh our proposed leeislation to authorize the Sec­

retary of the Treasury to receive a permanent loan to the 

United States from the Board of Trustees of the National 

Gallery of Art and to pay 4% interest there.on, and to 

permanently appropriate such ~nterest for payment to the 

Board of Trustees. This legislation was submitted to the 

Con~reaa by the Secretary of the Treasury, as ex officio 
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Chairman of the Finance Committee of the Board of Trustees 
I 

of the lialional Gallery of Art, at. the request of the 

Chlof Justice, as ex officio Chairman of that Board, and 

involves a eift of a trust fund of $5, 000, 000 in cash. 

43. White House Police Salaries (See September 1942 

report, item 28) . ~. Ranta prepared voluntary reports 

on S. 17 and !: . R. 643 which rrovide for an adjust&ent of 

the salaries of, ~on: others, the White House police, 

nue~estin£ an uendmert to prevent an implication requir­

in~ the aproint.·.ent of White House pri vat ea at the minimum 

salary' for such privates . After 4 discussion between 

Jw . Shea and Chief Wilson, it was decided not to send the 

reports but to take necessary precautions that the committee 

report would contain no languaee imposing such a limitation. 

44 . Proposed Legislation Authorlzi~, Transfer and Sale 

of Sur~lus Governnent Property. ur. Shea, with Mr . Gerardi 

and Mr . Reeves, conferred with ¥~ . Bartelt concerning pro­

posed leeislation being sponsored by the Bureau of the 

Budeet Ythlch would (1) authorize the transfer of surplus 

equipment and supplies among the various departments and 

aeencies of the Government, and (2) authorize the sale or 
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l ease of Governmental buildings, auppliea, or equipment 

lo non-governmental agencies engaged in activities essential 

to lhe prosecutio~ of the war . 

45. Pro posed Executive Order Consolidating Cer tain 

Arricultural Lending Agencies (See December 1942 report , 

i tem 34) , On December 28, 1942, a furthe r conference 

was held with representatives of the Department of A~ricul­

ture to discuss its proposed Executive Order to consolidate 

certain agricultural lending agencies and functions. 

J:r . Hei'felfinrer , llr . Bartelt, J'r . Cake, Mr . Tietjens , 

h:r . Reeves, Mr . Shee., Hr . Filachek and a representative 

of the Department of Just i ce atlended . Another conference 
• 

was held on the 29th, ~. Bell, 1lr . Speck and Mr . Filachek 

attendinz. It was agreed that A::ric111ture would further 

revise the Order, incorpOrating Treasury suggestions , and 

forward a copy of the final draf t to this Department when 

the proposal 'II&S sub1ni tted to the Bureau of the Budget . 

46. Final Progress Report from the 77th Congress. 

There was prepared by Miss McDuff for your transmittal to 

the Secretary a complete report of the results of the 

Treas\~y Department ' s l egisla tive program during the 77th 

Conzresa. 
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47. Legislation Expiring in 1943 , At the request 

of~ . Bell, Yr. Ranta prepared a list of Acts of Congress 

affectin~ this Derartment, which expired during 1943. 

remoranda were also sent to the )leads of the various bureaus 

calling their attention t o the expiration of the authority 

i n such statutes . 

48. Prop, ram to Save Manpower in Governnent Aeencies . 

~~ . Shea, Urs . Kern and ~. Clarence Ellis of Revenue, 

attended a departmental conference on January 2 to discuss 

the submission of information called for by Budget Circular 

l!o . 408 with respect to personnel, functions , and activi­

ties of the several departments and agencies . This circu­

lar was issued as a resul t of a memorandum from the 
. 

President, dated December 22, 1942, directing that depart-

ment s and agencies of the Federal Goverrunent take all neces­

sary measures to oreanize their work for maximQ~ efficiency. 

Referring to the passage by Congress of the temporary war­

pay resolution and the adoption of a 48-hour week, the 

President' s memorandum stated that it should now be 

possible, as a result of the 4-hour increase in the work­

ing schedul e, either to effect reductions of personnel or . 
to eliminate the necessity for filli ng vacant positions , 
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49. Compromise Offer. 1 iss McDuff prepared a letter 

addressed to the Secretary for tho sienature of t he 

General Counsel , recommending acceptance of the of fer 

1nade by the L. J . Esses Loeging Company to pay $4,355.76 

ln compromise settle~ent of the claim of the United States 

aeainst the Company in the amount of $7, 268 .40, ar ising 

out of a ti~ber trespass in the Olympic National Forest 

in Wasbincton. 

50 . Specimens of United States Currency. llr. Ranta 

prepared a letter to Mr . W. C. l!oClung, Emory University, 

Georgia. , advising him t hat i t was the policy of the De­

partment not to furnisl:r!fpecimens of the currency issues 

o£ ihe Unlted States for any purpose . 

51. Dismissal of Indictments . llr. Ranta prepared 

letters advising Assistant Attorney General Beree that 

this Department would interpose no objection to the dis­

missal of indictments against John Doe and Richard Roe 
. 

and Donald C. Lockart for the foreery of Government checks 

and Walter Carlos Fitzhugh for tho alt eration and forgery 

of a Government check. 
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52. Conr,ressional Action on Treasury-sponsored 

Legislation. (a) National Gallery of Art (Permanent Loan) . 

Let ters from the Secretary of the Treasury t ransmitting 

our proposed bill "To authorize tbe acceptan~e of a perma­

nent loan to the Uni t ed States by the Board of Trustees 

of the 1/ational Gallery of Art, and for other purposes", 

were received in the House and the Senate on January 7, 

1943. Our bill was introduced by Senator Barkley on 

January 11, 1943, asS . 319 and referred to the Senate 

Committee on the Library. 

(b) Conftpiracy Bill (Counterfeit Laws) , On January 14, 

1943, lw . Sumners reintroduced as H. R. 1199 our biil "To 

provide for the punishment of persons conspirinc to violate 

the laws relatin& to count erfeiti ng, and certain other 

laws". The bill was referred to the Committee on the 

Judiciary. 

(c) Claims Against the United States . Our bill, "To 

provide for the orderl y payment of conflicting claims and 

demands against the Unit ed States, and for other purposes ," 

was reintroduced by Mr . Sumners, on January 14, 1943, as 

H. R. 1194, It was referred to the Committee on the 

Judiciary. 
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(d) Huntsville , Texas , First National Bank, On 

January 19, 1943, Representative Patton reintroduced, as 

H. R. 1321, our bill "For the relief of the First National 

Bank, of Huntsville, Texas . • The bill was referred to 

the Committee on Claims . 

(e) Public Debt Bill. Our bill "To increase the debt 

limit of the United States, and fo r other purposes• was 

introduced in the House and in the Senate on January 25·, · 

1943 , The Senate' bil l , introduced by Senator George, is 

numbered S. 566 and was referred to the Committee on 

Finance , The House bill, introduced by Representative 

Douehton, ie numbered H. R. 1470, It was referred to 

the Commlttee on Ways and Ueans . 

53. Russian Oil Ref inery (See December 1942 report, 

item 25) . (a) On January 16, 1943, the Chief Counsel of 

Procurement prepared a revised draft of the contract for 

architect- engineering fee with E. B. Badger & Sons Company. 

A conference was held on the 20th with Messr s. Flatley, 

Edgar, BadBer and Hall, and certain modifications were 

agreed to and a revi sion of the oontract draft "as made , 

(b) On January 15, 19431 letters were prepared to 

the six process owners modifying Procureoent•s offers on 
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licensing agreement so as to provide for an eighteen 

months running royalty license in each case with the option 

of renewal at any time within the duration of the war, 

A prorosed licensing agreement was received on January 23, 

1943, f rom the Houdry Process Corporation, 

54. Renegotiation of Contracts (See December 1942 

reFort , item 26) , (a) After several conf erences, the 

proposed joint regulation relative to the interpretation 

of the clause of t he renegotiation 18.l'r, exempting the 

product of a mine in forms such as slabs, ingots, bars, 

billets, balls, and pigs, have been agreed to . The new 

Jersey Zinc Sales Company and the St. Joseph Lead 

Company, both of whom declined to enter into contracts 

for slab zinc which contained a renegotiation clause, have 

been advi sed that the Procurement Divi sion will not re­

quire renegotiation clauses in such contracts . 

(b) As a result of several conferences held in my 

office and Mr . Sullivan's .office, it has also been agreed 

that the Treasury Depar tment will sign a joint delegation 

of authority whereby the depar tment havlng the predominant 

contractual interest with a given contractor will be 
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authorized to conduct on an over-all basis, and to concl ude 

by a~reemeni on behalf of the Secretaries of the other de­

partments involved, reneeotiation of all contracts and sub­

contracts held by such contractors . 

55. Compliance with Price Ceilinrs . A memorandum 

relative to "Certification as to Compliance with Price 

Ceilin~s" has been promulgated to branch and division 

chiefs of the Procurement Division. The memorandum states 

that pending the receipt of advice from the Office of 

Price Administration as to whe ther Revised Supplementary 

Regulation 4, which exempts from the General Maximum Price 

Regulation the sal e of implements of war, including air­

craft, armored vehicles , automobiles, tanks , trailers, and 

trucks fo r military purposes, and 'subassemblies and compon­

ent parts thereof, applies to such articles acquired by the 

Procure~ent Division under lease- lend contracts, such con­

tracts may be entered into wi thout such price certification 

provislons in those cases where the bidder claims that the 

sale of the article contracted for is not subject to maximum 

price t•egula tiona by reason of the provisions of Revised 

Supplementary Regulation 4, as amended, and where such sale 
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would be exempt under nevised Supplementary Regulation 

4, as amended, if determined by the Office of PPice Ad­

ministration to be s.rplicable . 

56. Douelas Oil kefinery, Formal contracts for the 

dismantling of lhe Douglas Oil Refinery Vlere pPeps.red, 

The com.rac t T;as executed by bo tb 1~ . Lumly for Douglas 

and the ~ovtrnment on January 13, 1943, and an advance 

pay-.ent of $50,000 was n.ade • 
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The following work was done under the supervision of 

Assistant General Counsel O' Connell and Mr. Luxiord, Chief 

Counsel of Foreign Funds Control: 

57. GAneral Rul ing No. 15 - Mexican Railroad Property 

(See October 1942 report , item 68 ). At the request of the 

Government of Mexico, State Department, and the Board of 

Econo:nic Warfare, proposed General Ruline Uo . 15 was 

drafted. It bars all legal or other proceedings which might 

interfere with the free and unres tricted use and operation 

of Mexican railroad equipment within the United States . 

This Government has been negotiatine with the Government of 

Mexico for some time f or the purpose of re~oving a bottle­

neck in t he transportation of materials from J!exico to the 

Uni ted States . At the present time, war caterials brought 

into the United States from Mexico are carried by Mexican 

railroads only as f ar as the United States border at which 

point the materials are unloaded and reloaded into the 

United States frei ght cars. One of the major st umbling 

blocks to direct shipment on Mexican railroad equipment was 
. . 

the fear that such equipment might be seized by creditors 

wi thin the United States. To meet this war time necessity, 
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this De?ar tmont prepared General Rulin3 No. 15 under which 

no legal, equitable, or possessory interests can be ob­

tained i n any such rolling stock or equipment by virtue of 

any judicial process unless a Treasury license is fi rst 

obtained. 

In addit i on to the General Rul ing, a press release was 

prepared by this Department explaining fully to the public 

the exigencies of the situation and the necessity for the 

action taken. Mr . 1!inskoff YIOrked on this matter . 

58. North African Program (See December 1942 report, 

item 63) . In t ho civilian administration of French North 

and French West Africa, reports have been received from the 

French authorities in those areas for the preparation and 

printing of banknotes for distribution in those areas. In 

that connection, letters nere sent to the French ~erican 

Banking Corporation urging it to expedite the manufacture 

of the currency end giving it all the informatioR available 

on the subject. A cable lias also sent to the United States 

headquarters in North Africa outlining the current status 

of the banknote procurement program. Mr. Aarons end Mr. 

Murphy handled t his matter • 

• 
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J,!r , Jt:urphy and !.Or . Raina of thh office have been 

asaigned for I~orth African duty and will depart early in 

February. 

Lt. Col onel Bernstein returned from North Africa on 

January 25 for the purpose of conferring on various matters . 

Among the subjects discussed was the status of the accounts 

of the centra! banks of the North African areas. A cable 

has been prepared to Treasury representatives in Africa 

stating that the Department would give a generally licensed 

national status to these accounts on a prior notification 

basis , and also would incl ude the French African areas 

in tho generally licensed trade area. Aa a result of dis­

cussions with Lt . Colonel Bernstein Mr. Aarons was also 

able to clarify to New York banks that private remittances 

may be made to French Africa under General Licenses Nos.· 

32 and 33. 

Specific instructions have been prepared and released 

to Cens.orship and Custo~ concerning the importation of 

yellow seal currency which was issued for use of our 

forces in North Africa. In general, auoh currency may be 

freely imported into this country when sent by members of 
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our armed forces . When it comes in from other areas than 

those occupied by our forces, it is sub ject to moderate 

restrictions . If it comes in from blocked areas it is 

subjected to the same treatment under General Rul ing 

No. 5, as amended, as other currency imoorted into the 

United States. 

59. Enforcament and Investigations (See Dec~ber 

1942 report, item SO) . (a) Swiss Bank Corporation 

Hearing. Pur suant to notice dated December 24, 1942, oral 

interrogations of the chief officers of the Swiss Bank 

Corporation, New York Agency, were conducted on January 

16th through the 22nd, inclusive, with respect t o the 

manner in which the Svrlss Bank Corporation, New York 

Agency, conducts its business , maintains its records , and 

prepares reports and applications for filing with the 

Treasury Departcent . These interrogations were the out­

growth of the field investigation conducted l ast summer 

and fall by members of the legal and administrati~e 

staffs. The witnesses examined included F. W. Lichtensteiger 

and F. L. Saroli, agents, and Edgar Paltzer and Frank H. 

Gunther , sub-agents . At ths outset of t he hearing, counsel 
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for the Bank conceded t he "inco.~pleteness" of the TFR- 900 

reports and offered, on behalf of his client, to "continue" 

the investigation commenced by the Department of the 

Bank ' ~ fil~~ 11.'\d to "fil-l llU ~h amondllil l'eturns e.t these 

investigations call for . " The hearing de;nonstrat ed that 

in the past the Bank has made no sustained effort to 

assure the completeness or truthfulness of the repol'ts 

filed with the Department .. On the contrary, instances 

were developed where it would appear that the Bank 's 

officials adopted. courses of conduct inconsistent with 

any purpose to file compl ete and truthful reports. 

Aftor the record has been carefully studied by Messrs . 

Lesser, i ckermann and Seay, the hearing will be re-

opened to complete the consideration of any unfinished 

matters . 

(b) Credit Suisse. Preparat ions are now under way 

for the oral interrogation of the officers of the Credit 

Suisse, New York Agency, in a proceeding similar to that 

conducted with respect to t he Swiss Bank Corporation. 

It is contemplated t hat notice of the interrogations will 

be sent to the Credit Suisse, New York Agency, within the 

next three weeks. Messrs. Lesser and Ackermann are work-

on this matter, 

93 

Regraded Unclassified



- 53 -

(c) Field Investigations. Field investigations 

preparatory to the subJJli.ssions of final reports are bei ng 

conducted in the fo llowing cases : William J. Topken, 

Albrecht Horst Wegener, and Paper Co . van Reekum by 

Messrs . Lesser, Cook and Carolan and Miss Mayer. The 

Topken and Wegener cases involve the alleged fi l ing of 

false TFR-300 reports incidental to the cloaking of German 

proper ty. The van Reekum case is concerned with alleged 

unlicensed for eign exchange transactions and the cloaking 

of Dutch funds. 

{d) Criminal Cases . On January 15, 1943, there was 

referred to the Department of Just ice by this Department 

a case involving the alleged unlawful unblocking of an 

account of a f oreign national by a domestic bank, which 

appears to have enabled its depositor to finance the pur­

chase of strategic merchandise in South America for ship­

ment to customers in European neutral countries, after 

the Export Control Administration had refused to license 

such exports fr~m t hi scountry. 

In the latter par t of December, the Department of 

Justice transmitted to the United States Attorney for the 
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Southern District of New York, a case, theretofore referred 

to it by this Department, involving the alleged filing of 

false TFR- 300 reports , TFBE-1 affidavits and applications 

for licensee incidental to the cloaking of the German 

ownership of a domestic business enterprise . In each 

instance the name of a non-existent Swiss corporation was 

given as the sole stockholder of the domestic corporation. 

The matter is presently being prepared for submission to 

the Grand Jury. Messrs. Lesser and Schwartz are 11orking 

on these cases. 

(e) Administrative 1'nforcement. Licenses were issued 

to Auohincloss, Parker and Redpath, members of the New York 

Stock Exchange, to purchase Norwegian bonds for the account 

of the lioMiegian Government . The licensees , however, 

waited to see what the market did after each purchase: con­

firming the transaction to the Norwegians as a "dealer 

transaction• at the higher price if the market went up, 

and confirming it as a "broker transaction" if the market 

went down, at the higher price plus l/4% commission. The 

matter was handled in conjunction with the Securities and 
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~xch&n&o Commission, and tho licensees' partner responsible 

fo r theso transactions has consented to a suspension of 

his rights as a broker-dealer under the Securities Exchange 

Act of 1934. The l icensees have agreed to make restitution. 

Mr . Lesser and J.!iss Mayer handled this matter. 

The following unlicensed transactions were uncovered, 

and explanations requestedi by the Chase National Bank and 

R. \'/, Grauert, Inc. , the purchase of securities physically 

located in Germany, in violation of Section 21(2) of the 

Order; by Brovm Brothers Harriman & Co . and Robert H. 

Gardiner , the transmission of funds to an Italian national 

purportedly under General License No. 50; by the Central 

Hanover Bank & Trust Co . , the export of a power of attorney 

to Spain to effectuate the liquidation of a decedent estate 

of which it is executor; by the Irving Trust Co ., the trans~ 

~ssion of funds to Cuba for the account of a Spanish 

national where the license i ssued permitted only the deposit 

of such funds in a domestic bl ocked account; by Hermann 

Hollander, Inc. , the remi ttance, by off- set, of funds to 

Rumania; by Machinery Liquidating Co. , dealing with a 

Proclaimed List national; by American Chemical Paint Co., 
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coomunice.tion with ene~ territory vie. e. "drop" in 

Switzerland; by Statesville Cotton Mills, t r ansactions 

with a Proclaimed List national; by Urbana Wine Co ., 

remittances to a French national resident in Spain 

purportedly under General License No . 52; by George Fe.yad, 

remittances to Syria; by Amy and Clare. Curtis and E. 

Schier Welch, sale of real property in France. lolessrs. 

Lesser, Ackermann and Cook worked on these matters . 

Oral interrogations were conducted in the following 

matters by l!ess~:s . Lesser and Carolan: Romney and 

Gottlieb, alleged unl icensed withdrawals of Dutch funds , 

(1:essrs . Lesser and Seay), and P. A. F. V/arnholtz, alhged 

unlicensed withdrawals of German funds . 

60. Litigation Probl ems (See Dec~~ber 1942 report, 

item 45). (a) Watkins v. l.lorgenthau, et al. This action 

is fo r declaratory judgment to have determined the question 

whether the plaintiff is an American citizen. The plaintiff 

we.a born in Japan but came to the Uni ted States in 1900 

and has continuously resided hare sinee that t'ime.· 

Plaint iff's mother, an American citizen, who married & 
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Japanese in Japan in 1866, had separated from her husband 

in 1900 and r eturned to the United States rnth her children. 

'!'hereafter a Japanese divorce we.s obtained. The Commissioner 

of Immigration ~1d Naturalization held that the plaintiff 

r.as not an ~erican citizen and this Department thereafter 

advised her that it would be necessary for her to file a 

report on Fom TFR-300. Although the action is primarily 

against the Comcissioner of Immigration and Naturalization, 

l.!essrs . 1~orgenthau and Pehle were joined as defendants 

because of this Department 's advice to the pl aintiff con­

cerning the necessity of a report on Form 'rFR-300. Con­

ferences have been held between the attorneys for the 

plaintiff, representatives of the Department of Justice 

and of this Department to determine whether a stipulation 

can be entered into for a dismissal of the action as to 

Secretary !.:orgenthau and 1:1' . Pehle. Mr. Alk is working on 

the case . 

(b) Declaratory judgment action instituted by Receiver 

of Japanese Banks in Hawaii . The Pacific Bank, one of the 

three Japanese banks in Hawaii which are in liquidation, 

has al ready paid a 100 percent dividend to depositors and 
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the receiver proposed to pay interest from December 6, 

1941 at the legal rate to the cred.itors of the bank. 

This action was challenged by a group of the shareholders 

who sought to enjoin the receiver from paying interest. 

The shareholders dropped these proceedines when the 

receiver filed a complaint in the United States District 

Court in Honolulu requesting a declaratory ju~ent on 

the question. The receiver's position is based upon the 

practice of the Comptroller ' s Office in liquidating 

insolvent banks and not upon instructions received f rom 

Foreign Funds Control . A study is being made by Messrs . 

Alk and Johnston to det ermine whether Foreign Funds 

Control desires to t ake a position with respect to the pay­

~ent of interest . 

61. Control of Traffic in Various Financial Instru­

ments (See December 1942 report, ite~ 47) . Drafting work 

i n connection with the proposed general ruling restricting 

traffic in checks and drafts between this country and 

blocked areas has continued. The ruling will incorporate 

and expand upon Public Interpretation No . 6, prohibiting 

tho sending or taking of checks , drafts , promissory notes , 
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securities or currency from the United States to bl ocked 

arcac except China and the generally l icensed trade area, 

and will prohibit the i mportation from any foreign 

country of checks , drafts , or promissory notes which have 

been within certain blocked countries . In collaboration 

.;,i th Forei&n Funds Control, instructions are being 

prepared f or collectors of customs, censorship authorities, 

and the Federal Reserve Bank of l~ew York 'd th respect 

to the procedure to be followed under the general ruling. 

l.:essrs . Aarons, Alk, Uurphy and Mrs . Rogan are working 

on this matter, 

In implementation of tlus proposed program, special 

authorizations to the Commissioner of Accounts wi th 

100 

respect to the sending of Gove~ent checks to blocked 

areas wore revoked, end, in cooperation nith the adoinis tra­

tive staff of Foreign Funds Control , a study was co~enced 

of the general'problem of Government checks payable to 

blocked nationals . In connection with the revocation of 

the authorization to send Government pension checks to 

Switzerland, the Swiss Legation requested that some other 

method of payment satisfactory to the Treasury Depar tment 
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be worked out. In cooperation with the Bureau of Accounts, 

tho Department of State, Vetenns Bureau and the Foreign 

Funds Control administrative staff, a procedure was rtorked 

out for the payment of such checks in local currency by 

the State Department disbursing office i.n Bern. ~ss 

Sodel worked on this matter. 

62. Trade and Cor:t~~unication 'll'i th EnelliY Hationals 

(See 1/ove:nber 1942 report, item 70) . (a) Amendment to 

General Ruling No. 11. In order that this Depar~ent may 

have a firm basis for its licensing of business or 

oonunorcial conununications with ene~ nationals , an amend- . 

· men t to General Ruling No . 11 is in preparation, based 

on the a.tthority of section 3(a) of the Tradine with the 

enemy Act, which \7ill affir..;atively state that such 

co~unications with ene~ nationals are prohibited except 

under specific Treasury license. Parae raph 4 of the 

general ruling will be ffiOdified so that it will not 

conflict with the new provision. Messrs. Aarons, Alk, 

Golding, Murphy, and Mrs . Rogan are working on this . 

(b) Subsidiaries of American concerns - trade with 

the enemy. A number of problema have arisen in connection 
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with the extent to which subsidiaries and agencies of 

American firms which are l ocated in the European neutral 

countries may engage in transactions which i nvolve trade or 

communication vdth the enemy or enemy nationals . In con­

junction with the licensing division of Foreign Funds 

Control these problems which were trans,llitt.ed by the State 

Depart ~ent for decision and determination of policy were 

studied and recommendations were cade. In one instance a 

letter was written to an American concern advising it 

generally of the standard of conduct which.its subsidiary 

in Sweden must follow. In another instance where the 

:!iss ion in Switzerland was defied in advising an American 

subsidiary or agency of its obligation under General Ruling 

J;o , 11, a letter was written to the parent concern calling 

the matter to its attention and askine for detai led 

explanation. ~. COskovitz r.orked on these probla~. 

63. !lien Property Control Problems (See December 

1942 report , item 48). (a) Proposed Alien Property Control 

order re distribution of litigated property. The propos ed 

order of the !lien Property Custodian restricting distribu­

tion of property to persons within enemy and enemy occupied 
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countries in certain litigated matters was revised after a 

number of conferences between representatives of the Depart­

ment and of the Office of the Alien Property Custodian. The 

order as redrafted provides in effect that no payment, 

t ransfer or distribution of property ~Vhioh is in the process 

of adoini stration or ;.hich is involved in any legal or 

aaniniatrative action or proceeding may be cade to or for the 

benefi t of any person r.ithin an enemy or enemy occupied 

count ry unless t he Alien Property Custodian (1) has consented 

thereto, (2) has filed a stat~~ent that he does not desire 

to represent such person, or (3) baa appeared in t he proceed­

i ngs on behalf of such per son and has been given 90 days' 

pr i or notice of the proposed payment, transfer or distribu­

t i on. The general purpose of the regulation is to give the 

Alien Property Custodian an opportunity of determining wnether 

the case is a proper one for vesting the assets or for 

representing the national. A draft of a confidential circular 

has been prepared by Messrs. Aarons and Alk which will be 

issued when the Alien Property Custodian general order is 

released. 
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(b) Vesting problems . The Office of the Alien Property 

Custodian requested this office to coneid~r the legal and 

practical desirability of vesting property conveyed by one 

~rgareta Lange, . former secretary to Fritz Wiedemann at the 

German Consulate at San Francisco, to Robert G. Clostermann, 

a natural i zed American citizen and an attorney in Portland, 

Oregon, and Seattle, Washington. The consideration for the 

conveyance was a transfer to Ylss Lange of Ur. Clostermann's 

Rei chsmark account with the Deutsche Bank, Berlin. At the 

t i me of the conveyance Miss Lange was a naturalized American 

citizen resident within the United States . The conveyance 

in question was effected in violation of Executive Order 

l/o . 8389, aa &lllended, but not in a transaction covered by 

General Ruling No . 12 . After the date of the conveyance, 

ID.ss Lange returned to Germany with Yr. Wiedemann. This 

office obtained agree~ent from the Office of the Alien 

Property Custodian to defer action in this case, pending 

complete investigation of Rbbert G. Clostermann by the 

Foreign Funds investigative staff. lt was felt that after 

such investigation the Treasury Department would be in a 
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better position to judge the legal and practical desirability 

of treating the conveyance in question as void because 

effected in violation of Executive Order No . 8389,· as 

amended. Messrs. Lawler, Alk, Golding and Miss Klein are 

working on this problem. 

(c) Uiscellaneous. A letter to the Alien Property 

Custodian was draf ted by Miss Klein eettin~ forth the 

Control's view thst Austria is not a parb of Germany, 

and, that accordingly, property is not vestable by the 

Custodian as property of a national of a designated enemy 
0 0 

country mer~ly by reason of the person's being a national of 

Austria. 

A revision of Confide,ntial Circular No. 180 was 

drafted by Uiss Klein with members of the administrative 

staff of Foreign Funds Control setting forth the procedure 

to be followed in releasing from the control of the Treasury 

Department various types of property vested by the Alien 

Property Custodian. 

64. Currency Cont rol (See December 1942 report , item 

65). (a) Yellow seal currency (See December 1942 report, 

item 63 (d)). Instructions were drafted for the Federal 
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Reserve Bank, Collectors of Custom5, and Office of Censor­

ship with respect to treatment of yellow seal currency 

imported into the United States by Mr. J.rurphy and Lfrs . 

Roean with members of the administrative staff of Foreign 

Funds Control. 

{b) Funds seized from spies. The currency brought 

into this country last swmner by the nazi saboteurs was 

obtained from the Federal Bureau of Investigation, and 

deposited wi th t he Treasurer of the United States. Arranee­

mcnts IYere subsequently. made for the Secret Service to 

examine this currency in order to ascertain whatever valuable 

information they could from a study of the serial numbers 

and other identifying marks on the bills . Messrs. Lawler 

and Cassoday handled this matter . 

{c) Seamen's problems . The procedure established in 

instructions of December 24, 1942, whereby seamen on vessels 

of United States registry may declare their currency on 

leaving the United States and may bring the same amount in 

on thoir re turn has been extended to seamen on vessels which 

are opei'Sted under the direction of the War Shipping 

Administration. ·Mrs . Rogan handled this . 
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(d) Pan&m& Canal Zone currency prosecution. The Depart­

ment was advised by the Department of Justice that one 

Plutarco Paz, an Ecuadoran, had been arrested in the Canal 

Zone for attempting to smuggle in $4800 in United States 

currency. A study was begun and drafts prepared by Messrs . 

Alk, Golding and Johnston, of a memorandum to be submitted to 

the Departnent of Justice concerning the position of the 

Treasury Department with respect to the construction of 

General Ruling No . 5, as amended, and with respect to the 

legal position to be taken in the criminal prosecution. 

Among the matters to be considered are the applicabi~ity 

of General Ruling No . 5, as amended, to the Canal Zone, 

the scope of the duties imposed by General Ruling No . 5, - . 
as amended, upon an individual bringing currency or 

securities into the Canal Zone, and the manner in which 

criminal indictments and inforoations should be drafted in 

such cases . 

(e) Acquisition of United States currency abroad. 

Y~ . Daum and Mrs . Rogan are 'studying the feasibility of a 

general ruling which would, in effect, extend to currency 

the same control imposed on seoU!'ities by Section 2!(2) of 
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Executive Order No . 8389, as amended. The ruling would be 

designed to prevent persons in the United States f rom 

acquiring currency in black markets abroad in the expecta­

tion of' realizing on i t after the war. 

65. Mat ters Invol ving Attorneys (See December 1942 

report, itams 49, 52, 62, 66) . (a) Proposed Resolution of 

New York City Bar Association. The Co~ttee on Ad:inistra­

tive Law of the !lew York Bar Association had before it a 

proposed resolution to the effect that Foreign Funds Control 

hold hearings prior to denyi ng any application and further, 

that Fo1•eign Funds Control make public its reasons for 

denying any application in response to the Committee •s 

request for the views of this Department. A letter was sent 

to the Committee setting forth fully the steps which Foreign 

Funds Control has already taken in accordance with the 

spiri t of the proposed resolut ion, and making clear the 

limitations on further action in t his direction. After 

receiving this letter the Committee held a meeting and decided 

to drop the resolution and to recommend to the Executive 

Committee of the New York City Bar Association that no 

action be taken along these linea. Mr. Aarons handled this 

matter. 
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(b) Ad hoc blocked attorneys . A study was continued 

by J.lr . Cassoday to ascertain what attorneys have been 

ad hoc blocked or granted bu~iness operating licenses, as 

a further step toward the ultimate regulation of such 

attorneys . Up to this time, no designation has been mAde 
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in the files showing attorneys who are blocked because of 

their actions in acting for or on behalf of blocked 

nat ionals . Studies are bein~ made of other means of perfect­

ing the records so as to correlate info1•mation relative to 

attorneys who represent blocked nationals as a .najor part 

of their business . Various proposal s are being considered 

as to the best means to be used to regulate the practice 

of ~ hoc blocked attorneys . 

(c) Duties of attorneys and others to ascertain blocked 

status. The issuance of a proposed public circular is being 

considered requiring a greater duty on the part of attorneys 

at law or in fact alid fiduciary agents of all sorts in de­

termini1g the blocked status of the persons for whom they 

act . At present the public documents state that one may 

assume that a resident is not blocked unless he is 

affirmatively on notice to t he contrary. The proposed 
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change would require such person to use reasonable care in 

determining whether or not the person who he represents is 

blocked. A further proposal would be that anyone dee.l.ing 

1rl th a person who has been interned for the duration of the 

war is on notice that the internee may be blocked. Messrs. 

Lawler, Cassoday and Alk are working on this matter. 

(d) Application involving oayment of exorbitant fees . 

At the request of the Depart~ent of State, action has been 

deferred with respect to the application of Rohner, Gehrig 

& Company, agents for Hungarian owners of leather in this 

co~try, to pay its attorney a f ee of approximately' 

$11 ,000. The Swedish Legation, Department of H~arian 

interests, is contempl ating commenoing legal action against 

Rohner, Gehrig & Company for an accounting . Conferences 

were held with representatives of the State Departaent with 

respect to t his matter. Yessrs. Alk and Kehl are working 

on this . 

(e) Practicing Law Institute. 1~ . Luxford spoke 

before the Practicing Law Institute of New York City on 

January 6, 1943, on the Legal Aapect8 of Foreign Funds 

Control. The subject was one of ~aoh interest to the 

audience, as evidenced by the fact that the regular lecture 
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room was inadequate and it was necessary to hold the lecture 

in the auditorium of the Practicing Law Institute. The 

representnti ves of the Nevt York Bar present evidenced their 

sincere interest in t he operation of the Control and were 

on the whole ver'.- fair in t heir cri ticiam of its operations . 

By and laree the audience l7as quite sympathetic. 

66. Elimination of Licensing Procedure. Steps are 

being taken in a nUJ:tber of fields to ease the administra­

tive burden involved in handling numerous specific licenses 

in cases where more general treatment may be accorded in 

view of orystalization of policy. The following are examples 

of work al one; these lines carried on in cooperation with the 

administrative staff of Foreign Funds Control: 
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(a) Hawaii (See December 1942 report, it«n 53). Meetings 

were held with representatives of both the administrative 

and legal divisions of Foreign Funds Control to discuss the 

question of desi rable changes in the Foreign Funds Control 

program in Hawaii, with particular reference to the elimina­

tion of a laree part of the special applications now being 

f iled with t he Honolulu office. A memorandum on this subject 

was prepared by Mr. Johnston and J,!r . llurphy. Among the 
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suegeationa proposed was the adoption in Hawaii of a Japanese 

cenera.l license simil ar to Genera! License !io . 68A. 

(b) Stamps (See November 1942 report, ltam 69 ). The 

Office of Censorship having determined upon a strict pol icy. 

with respect to stamp importations and exportations, this 

Department has felt that a modification in the present 

controls exercised under the Order is desirable. Accordingly, 

a circular letter to collectors of cuato~ is being 

prepared by Mrs . Rogan and members of the administrative 

staff ~nich will revoke the instructions of January 3, 1942, 

January 15, 1942, and September 1, 1942 (contained in 

Confidential Circular Nos. 96, 105 and 105A) and will 

generall y provide that stamps examined by the Philatelic 

Control Unit of the Office of Censorship and found unobjec­

tionable may be released without the requirement of a license 

under Executive Order No . 8389 , as amended. 

(c) Povrers of attorney. Within recent months ::l&llY 

applications have been filed for the execution and trans­

mis sion of povters of attorney to neutral countries. A form 

of liconse has bean prepared by Yeasra . Alk and Kfhl which 

permits the execution and transmission of euch powers of 
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sucgeationa proposed was the adoption in Hawaii of a Japanese 

eenera.l license similar to Genera.! License No. 68A. 

(b) Stmnps (See November 1942 report , item 69) . The 

Office of Censorship having determined upon a strict pol icy. 

with respect to stamp importations and exportations , this 

Department has felt that a modification in the present 

controls exercised under the Order is desirable . Accordingly, 

a circular letter to collectors of custo~ is being 

prepared by Mrs . Rogan and members of the admini~trative 

staff which will revoke the instructions of January 3, 1942, 

January 1&, 1942, and September 1, 1942 (contained in 

Confidential Circular Nos . 96, 10& and lO&A) and will 

genera.Lly provide that st amps examined by the Phil atelic 

Control Unit of the Office of Oenaorship and found unobjec­

tionable may be released without the requirement of a license 

under Executive Order Uo. 8389, as amended. 

(c) Powers of attorney. Within recent JtOnths ~ 

applications have been fileo for the execution and trans­

miseion of povters of attorney to neutral countr ies . A form 

of license hae been pr epared by Messrs . Alk and K•hl which 

permits the execution and t ransmission of such power s of 
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attorney for representation purposes in connection Vlith 

administration of estates, litigation, etc. A general 

authorization his been prepared which, when issued, will 

obviate the necessity of referring such applications to this 

office. 

(d) Insurance (See December 1942 report , item 57} . 

A draft has been prepared by Messrs . Y.urphy and Kehl, 

of a general license which will license transactions with 

respect to life insurance policies in which there is a 

blocked interest, including in certain cases the parment of 

premiums , change of b~neficiary, assignment, and similar t rans­

actions. 

( e} Revision of General Licenses lloa . 13 and 21. 

General Licenses Jios. 13 and 21, are being revised by Jlr , 

Yoscovitz and consolidated so as to treat all branches and 

subsidiaries of the Nederlandsch Handel J,[aatschappij 

uniformly and eliminate necessity of special licenses for 

some of the branches, including the head office. 
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67 . Inter-Allied Declaration (See October 1942 report , 

item 48) . Durin& the month of January the United States 

and oLher members of the United !lations together with the 

French 1\litlonal Committee in London issued a declaration 

t'eservint their "rights to dec] are invalid any transfers 

of, or dealill(.s r.ith, property rights and interests of 

any ~eacriition whatsoever which are, or have been, situ­

~ted in the territories which have come under the occupa­

tion or contt•ol, direct or indirect , of the Governments 

with which they are at war or which belong, or have belonged, 

to persons, including juridical pei'Sone , resident in such 

territories ." 

As a preliminary step looking toward the implementation 

of thia declaration, an inter-governmental committee is 

in the process of being set up to examine legislative 

controls in the various allied countr~es for the purpose 

of detormining to what extent they are adequate to deal 

with the objective stated in the declarat ion. In view of 

Treasury's interest in and concern wlth the legislative 

controls contemplated to be studied by the proposed Committee 

and its responsibility for the admlnistration in this country 
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of the control of transfers of property which involve 

tradin,, with the enemy, this Department sent a letter to 

the Department of State requesting that Treasury be con­

sulted on questions relating to American representation on 

the proposed Committee , 1~ . llinskoff worked on this problem. 
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68 . Certifications under Section 25 (b) o£ the Federal 

Reserve let (See !iovember 1942 re1ort, item 65).. l memoran­

d~ has been prepared by kr . So~erfield concerning the 

certification procedure under section 25 (b) of the Federal 

Reserve Act, as amended {which releases banks f rom liability 

for transfers made from the accounls of foreign states and 

central banks, upon ce~n condltions; it has been applied 

only to the accounts of occupied countries) . The memoran­

dum describes the history of the procedure un~er this section, 

and discusses past and p~esent problema arising in 

connection therewith . In this connection, a letter to the 

State Department hes been prepared, which requests its 

azreement to the insertion of certa~n phraseolo~y in these 

certifications . This phraseology ls deei5ned to obviate 

to some deeree the necessity which has arisen heretofore 

for the frequent issuance of these certifications • 

• 
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69 . Dutch Decrees (See December 1942 report , i t em 70) . 

A conference was held with the Dutch l'inis ter , l!r . liolekamp, 

in Ur . Luxford' s office , at which were discussed a number 

of problema involvine the Dutch Decrees and other matters 

of concern to the Dutch Government . Questions wel'e 

raised with respect to : (a) Extension of full reco~ition 

to the Dutch Decree of l:ay 24, 1940; (1.1) Granting to the 

Decru of :"ay 7, 19~, at least the slll:.e reco&nition 

already uiven to ~be oritinal Decree ; (c) Permitting the 

investment of a percentaee of Dutch assets in United States . 
bonds; and (d) ~aki~£ available to the uutch Government 

T}'R-300 information relative to Dutch assets. As a result 

of the conference, further consideration is being given 

to the problems raised in (a) and (c) , 

On the question of action to be taken in connection 

Y:ith the Dutch Decree of }'a.y 7, 1942, this Department sent 

a letter to the Department of State inquiring w~etber that 

Department deemed i t desirable or expedient to accord to 

the Decree of May 7, 1942, the same recognition that was 

given to the Decree of May 24, 1940. In view of the 

fact that ihe Treasury Department had been instrumental 
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in eiving publicity to the original Decree and to State ' s 

recoenition of it, State's attention was called to the 

fact that its let·•er of transmittal relative to the latter 

Decree was me1•ely informative, whereas , in connection with 

the · ~arlier Decree, i t had indicated the nature of i t s 

reco.,nition and had request ed that action be taken. In 

connection with the foregoinz, a memorandum was drawn 

:ointinz out the differences between the ietters of trans­

nitta! received from State with regard to the two Dutch 

Decrees . 

With respect to roint (d) , an analysis is being made 

by Mr. J.U.nskoff of the policy and legal implications in­

volved in making available TFR-300 information to the 

Dutch Government . 

70. Foreien Exchange (See November 1942 re~:-ort , item 

74) . (a) Exch&nge losses in China. Inquiry was made as 

to whether the Act of Ye.rch 26, 1934, as amended, refer­

rins to losses sustained by • ••• employees of the 

United States while in service in foreien countries due 

to the appreciation of forei~n currencies in relation to 

the American dollar" is app~icable to State Department 

employees stationed in China. The two major aspects of 
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the problem involvea were : (1) Whether the situation extant 

in Chlna may be accurately described as one in which a 

f ot•eien currency has appreciated in relation to t he American 

dol lar; and (2) Whether, in any event, State Department 

empl oyees suffer any losses oy virtue of such appreciation. 

The ot inion r.as submit ted that Chinese currency had appreci­

ated i n r el at ion to t he American dol lar. This was based 

on the ar~ent that since the official rate at which 

dollar s are exchanged for yuan does not reflect the re­

lationship of the dollar to the yuan in terms of' purchas­

ing power in China, t hen, to the extent t hat the purchas­

J.ng poVIer of the dollar is depreciated by virtue of its 

beinz exchanged for yuan at the official rate, there is 

a cor resr ondi ng appreciat ion of the yuan in relat ion to 

the Amer i can doll ar. ~. llinskoff worked on this . 

(b) Swiss franc market. Since. December 30, 1942, 135 

ap~lications for licenses , involving t ransactions with 

Switzerland or Swiss accounts, were studied by Mr . Lesser 

with a viel'l to determining Ylhether any action thereon 

mie:ht be taken which might advantageously affect the "free" 

Swiss franc market . In addition this o_.ffice, the Admin­

istrative Office and Monetary Research have bee~ following 
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a policy of weiEhing the Swiss franc ra te "factor• in 

connection with all activities of the Contr ol which 

mi.ht affect the ra te . 

71. Securities {See December 1942 report, item 72) . 

(a) Issuance of Public Circular No . 21 . One of the more 

si~nlficanl matters developed in the investieations of the 

Swiss banks was that banks of derosit were generally 

crediting the income from and the proceeds of the sale of 

securities held in rubric or sub-accounts to the omnibus 
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cash accounts of the depositin~ banks , purportealy under 

Genernl Licenses Nos . 4 and 27, and were purchasing securi ­

ties for 1•ubrio or sub-accounls with funds withdrawn f rom 

omnibus cash account s, purportedly under their blanket licenses 

to buy securities for blocked account s . Public Circular 

llo . 21, calculated to t erminate Lheae practices, was issued 

on January 17 . It provides that General Licenses 1, 1!, 

4 and 27 and specific licenses shall not be deemed to 

authorize credits of income or proceeds of sales or t rans­

fers to accounts or sub-accounts under any name 9r designa­

tion differing f rom the name or designation of the specific 

blocked acco\Jnt in which the securi t ies were held. Messrs . 

Lesser and Daum worked on this matter . 
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(b) Uexican securities (See December 1942 report , 

item 69 (b)~ The proposed Gener al License llo . 85 was 

prepared at the request of the Mexican Government and i n 

cooperation with i t s program relating to the registrat ion 

in the United States of certain )!exl.can securiti es . In 

order to facilitate the re~istration, it was thought de­

sirable to issue a gentral licenao permittinz such securi­

ties to be registered in spite of the fact that they were 

hfld in blocked or General Rulin~ llo . 6 accounts! provided 

that such securities were kept at all times subject to 

the provisions of sect ion 5(b) of the Tradin~ v1ith .the 

enemy Act, as amended, and the Order . Also, such securi­

ties as fell within section 2A (1 ) of the Order were per­

mitted to be re~istered notvTi thatandil'\i:, the fact that 

Treasury Department Form TFEL- 2 was not previously attached, 

provided, of course, that such aec•~ities had been in the 

custody or possession of the s~e banking institution within 

the United States continuously since July 25, 1940. llr. 

1'inskof£ worked on this matter. 

(c) Revenue Stamp Tax. A memorandum was prepared by 

llesar s . Aarons , ilk and Brenner Vlith respect to the appli­

cabili ty of the revenue stamp ta~ on t ransfers of securiti es 
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to and from the Alien Property Custodian and the matter 

,1as referred to the Chief Counsel of the Bureau of Internal 

Revenue for such action as he might deem advisable , 

72, Latin Americ~ Problems (Sec December 1942 report, 

Hem 69 ). {a) Are;ent ina . Durin!:" tho month of January 

the study of the problems involved contlnued. Five ad­

ditional n~aes were designated as sr~cial blocked nationals . 

Trtasury' s action in cutting o~f overdrafts ond new credits 

to the Lanco de la i;acion and the 1:1anco ci.e la Provincia 

has been effect i ve and has improved considerably the status 

of the l!ission i n l'epresentinr, to the Banco Central and 

tho Arcentine Government the need for increased and more 

effective cont rols in ful fil lment of their obl i sations 

undertaken at the Rio and Washincton conferences . During 

the past conth irorort ant credits have been denied. How­

ever, in view Qf the present negotiations now carried on 

by the Mission with the Banco :entral aloQL these lines , 

no new measures have been taken. 

The investigation of the case of Shaw-Strupp & Co. 

has been completed, A detailed survey of the situat i on 

has been prepared for the consideration of the Stat e De­

par tment and also a comprehensive undertakin~ which should 
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be executed by that firm if ad ~ action is not taken. 

J:.r . J.loskovitz worked on this in conjunction Yli th members 

of the administrative staff . 

(b) ~· A number of problems involvin3 the Latin 

A!nerican Republics were handled. In view of Chile ' s recent 

break in diplomatic relations with t he Axis ~owers , the 

f reezing cont rols of that count ry are beinz studied with 

a view towards preparing recommendations for their improve­

ment . 

(c) Special Blocked Nationals . During the past month 

f ive persons in Argentina, and three persons and firms 

(in Chi1e, Bolivh., and Mexico respectively) were designated 

as special blocked nationals . Mr . 1~skovitz handled this . 

(Correction : Durin& December 186--not 126, as reported-­

f irma and persons were designated as special blocked 

n& t ionals . ) 

(d) Licensing Problems . The study of the probleo as 

to the extent to which United St&tes concerns within Latin 

Amer ica may engage in transactions which involve blocked 

nationals is being continued . A public circul ar, press 

release, and circular instructions to the Missions dealing 

with the matter are being drafted. 

• 
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A circular instruction to the' 1Jissions is being 

prersred by J.:r , l'oskovitz which clarifiea the handling and 

prooessln~ of app~ications involvil'l!: enemy natlonals who 
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are not Proclaimed List nationals (prior oirc\uar instructions 

issued to the Uissions dealt v1ith apl)licatlons to license 

transactions involvinE Proclaimed List nationals) . This 

circular instruction will define the types of cases in which 

the }'iaaiona are authorized to act and those in which 

action may be taken only by the Treasury Department. 

(e) Field investiee.tion, Kr . •'oore and a member of 

the administrative staff of Foreign Funds Control have 

recently returned from a trip to Mexico , Chile , Argentina 

and Brazil, where they investigated the activit~es of 

Sterline Products, Inc ., and obtained information concero­

ine the operation of the freezing controls of the countries 

visited. Conferences are now being held with other depart­

ments and with members of the administrative staff in con-

nection with these findines . 

(f) Trademarks , A draft of the suggestions of the 

Treasury Department as to the manner of handling trade­

~rks belonging t o enemy nat ionals i n the various Latin 

American countries was pre~ared by Mr . Lawler and f orwarded 

to the State Department . 
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(g) Insurance problema (See December 1942 report, 

item 57) , The State Department has been requested to 

transmit to the Mission in Cuba a Treasury request to 

investizate La Metropolitans, a Cuban insurance company 

with l'lbich certain American insurance companies have recently 

been placing substantial amounts of reinsurance . This 

co~pany may be a possible source of transmission of 

impor tant insurance information abroad. ~. Reeves and 

~. Kehl handled this matter , 

An amendment to the instructions of January 17, 1942, 

to United States Missions in Latin America relating to 

i nsurance transactions has been drafted by 1w. Kehl which 

will prohibit United States insurance companies f rom enter­

ing into facultative relnsuPance contracts or other specific · 

risk reinsurance of Proclaimed List risks . This amend-

oent has been submitted to the State Department, and is 

bein· t ransmitted to the Yissions . 

73, Foreign Funds School (See December 1942 report , 

item 74) , The Foreign Funds lectures attended by the 

members of the legal division and representatives of the 

Foreign Funds Cont rol and Monetary Research staffs on 

Wednesday nights have been of great value . They serve 
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the threefold purpose of setting forth the background of 

the early documents for the benefit of those who were not 

here at the time they were issued, providing a basis for 

discussion and reexamination of the docmnents with a view 

to possible revisions, and providine a valuable historical 

record of the development of the Control. 

A s~lar series of discussions has been instituted 

by the administrative staff of Foreien Funds Control with 

respect to administrative developments . ~embers of the 

legal division have been invited to attend these lectures . 

74. Hearinr,s under General Ruline No . 13 (See December 

1942 report , item 61) . The hearings and conferences on 

applications for unblocking have been very satisfactory. 

These hearings and conferences are informal but at the 

same time the person being heard is informed, so far as 

is possible, of the nature of the information which caused 

their blocking. Hessrs . Lawler, Locker, Proctor, Cassoday 

and Miss Klein have participated in these hearings and 

conferences . 

Several hearings were held on applications for un­

blocking filed by individuals who were blocked because 

• 

125 

Regraded Unclassified



- 85 -

Foreien Funds Control in ' ormation indicated that they had 

purchased Rueckwandertnnarks. The results of these hearings 

have indicated that the small amounts usually involved are 

not vtorth the time· and expense hearings require , There­

fore , in the future for these smaller Rueckwa~derer cases, 

a questionnaire is being prepared to cover all the infonma­

tion which is usually demanded at the hearings . This 

questionnaire is being prepared by the administrative 

office of Foreien Funds Control by Mr . Locker and Miss 

Klein and will be reviewed by this office . 

A conference was held on the application for unblocking 

filed by Mr . and Mrs . Henri Levee, French nationals of 

considerable wealth . ~~ . and l~s . Levee failed to file 

TFR-100 repor t s as required under the Executive Order and 

~ads a false statenent under oath to the Immieration Board 

at a hearine for the extension of their visas as to the 

amount of their wealth in this country. At present the 

Levees have over $1, 000, 000 in blank sscurities and cash 

i n their apartment . Mrs . Levee , who attended the con­

ference , was requested to deposit the sum in a eafe deposit 

box. However, she showed little regard for the request . 

Therefore,• it is bei ng considered whether the Levees should 
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be directed under sect ion S(b) of the Tradins with the 

enemy Act to place the securities and cash in a safe 

derosit box. 

A hear ing was held on an application for unblocking 

filed by AmeJ•ican Vapor, Inc . This corporation was blocked 

because available information indicated that it repre~ented 

Vapor, A.G. in Switzerland. 1'he owner of American Vapor, 

lnc. , and of Vapor, A.G., was llr. Gaston Kunstenaar who 

was in this country and who was excluded from General 

License Jlo . 42 because of his ownership of the Swiss firm 

and because through his firm American Vapor, Inc ., he 

aprarently was Pepresentine the Swiss i nterests . During 

the couJ•ee of t he hearing, it was developed that he msde 

a false statement on his TFR-300 as to the value of t he 

50 shares of stock he held in the Swiss firm. While the 

utter did not seem important enough to warrant any sort 

o~ criminal action,, Mr . Kunstenaar and his attorney were 

required to f ile an affidavit with this Depart~ent in ex­

planation of his apparent false statement. 

A conference was held with 1w. Rudolph Duschnitz on 

hie and his wife's. application for generally licensed 

national status . However, .the real purpose of the con­

ference, so far as Foreign Funds Control was concerned, 
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~&s to rain information concernine Nederlandscbe Standaard 

Bank and its interests in this Country and Shaw-Struppy 
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Cia., a So1lth American Bankine firm. J.!:r . Dusohnitz; through 

his association with these two institutions , was able to 

furnish valuable information oonoernine them. It is intended 

to follov;-up through lll' . Dusohl!ih, several leads which he 

gave the Treasury representatives at the conference . 

Furt\er, it is very likely th&t both Jlr , and !.:rs . Duschnitz ' 

&?llication .or £enerally licensed natio~al sta~Js will be 

~ranted . tr . Locker worked on these cases . 

75. Federal Depositary for Enemy Assets (See December 

1942 report , item 46) . The study of the problems v:hlch 

mieht be encountered in a ~roeram for the segrccation of 

assets of enemy nationals is continuin~ . In that connection, 

fu1•thr drafts \.ere prepared by l'essrs . ilk and C-olding of 

a ~eneral ruling which would require persons holding 

balances for eneuy nationalp to deposit such .balanc£S in con­

trolled depositary accounts and which would restrict the 

rignt to deal in enemy accounts . 

76. Retroactive Licensing (See December 1942 report , 

i iem 54) . Preliminary discusslol•S have been initiated 

with the administrative staff of Foreign Funds Control 
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concernine methods of handlitl(; retroactive aJ•plications 

to ene,ar,e in transactions 'llhich would not have been approved 

at the dale when such transactions we•·e effected. Approval 

ln these cases would frequently encourae.e persons to en­

tae.e in l mproper transactions and to erply subsequen~ly 

for validatine licenses . Denial would at times expose to 

rotcntial civil liability various classas of persons whom 

it is ~esired to protect. A uniform policy will be r.orked 

out when sufficient cases have b6en exaulineci to make it 

clear that the scope of the problem is understood. Yr. 

Goldlne is norkine on this . 

Further attmtion was eiven to protosed General Ruling 

!;o . 12A . It Vias tentatively deoideo that instead of issuine 

a :eneral rulin~ which would state that no license nas nec­

essnr. to validate e. po• er of af .or:1ey to tr.oaQe in licensed 

transactions or transactions r.ot. •·equirlni; a license, a 

retroactive gen ral licensr. to the swe effect ,;ould be of 

vrrater protection to the ':reesury Department ' s legal 

position in construlng broadly provisions of Executive 

Ot•der l~o . 8389, as amended. Messrs . Aarons and Golding 

ere handlin~ this matter . 
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77. · .iscellaneous Studies and 1'emoranda (See December 

lli42 report , item 49) . (a) Investip;atory powers of Foreign 

Fun<ls Control. A study of the authority of Foreign Funds 

Control agents to issue subpoenas and conduct searches and 

seizures was continued by t'r . Johnston. A draft of a 

meoorandum on this subject has been prepared . 

(b) Inclusion of ProclaL~ed List in federal Reeister. 

Consiueration was given by J:essrs . Goldint. and Johnston to 

the leLal ane practical· desirability of incorporating the 

Proclaimed List into the Federal Rc~ister ' by reference , 

Particular attention was directed to the effect of such 

incor)!oJ•ation by reference e.~ constructive notice t o the 

public and as affecti~ the proof which would be necessary 
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in liti1 ation involving persons whose nam~s aPfear upon the 

Proclaimed List . As the resull of such study, the Department 

~as indicated that it has no objection to the incorporation 

by reference of the Frocla~ed List . 

(c) Availability of r·oreif21 Funds Control ' s information 

to olher eovernment agencies . Consideration was given to 

the legal and rractical aspects of. Foreign Funds Control ' s 

practices in furnishing inforn~tion to other zovernmental 
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~~enciee (parti~arly the Burenu of Internal Revenue} . It 

wRs rointed out that althourh ordinarily there is no legal 

objtcti.on to the f urnishing of such infot•mation, it is ad­

visable to take steps lo assure Lhat no public use i s made 

of such infor:uation without the consent. of Foreie;n Funds 

(;ontrol. :.essrs . Alk , Golding and .orenner V<Orked. on this 

• roble.l . 

(d) ~elP ation of powers . A memorandum was prepared 

by :'t•. Gold~ne; concernln~ U,e scot e of th authority of en 

AsSi3Lant lo Lh~ Secretary of the Treasury to redelegate 

cPrlai.n of his powers to subordinates . 

(e) Revision of Confidential Circulars Nos . 158 and 

1G6. ~'essrs . Lawler and Locker, together with the ad!llin-
~ 

isirative staff of ?oreien Funds Control, are studying nec­

csse.r; revisions of Circulars J;os . 158 relatln& to e.d hoc 

bloc~ed nationals, and 166 relatinc to interned aliEns. At 

rres~nt •mder these circulars, the exclusion of the nationals 

ir, question f rom Gen ral License J;o . 11 acts only as a 

pei'Sonel disability and does not affect the riehts of another 

holder of a joint account . TheJ•efore , appt•opriate chr.nt,es 

are beln< made so that exclusion of a national from General 
v 

License iio . 11 or any other !:eneral license will not only 
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afftct tle rcrson excluded but will affect any account in 

which he has an interest . 

78 , Property Census Reports (See December 1942 report , 

iLem 55 ). (a) Form TFR-500 - Proposed census of property 

in forei~n countries . Extensive revisions have been made 

by Yessrs . Reeves and Arnold in the proposed public circular 

containing instructions r elatin to Form T?1- 500 in accor­

dance wltn decisions and recor.l!"endations ..ade in the lizht 

of conferences in December. The rewrit ten material i s now 

heine multilit hed as preliminary to final conferences 

within the Government and conferences with industry. 

(b) Form TFR-300 - Census or foreien-o,vned proper ty. 

!.:I' , Arnold participated in lhe revision or proposed forms 

desit ned to obtain from persona reporting on ?orm T~-300 

core detailed information concernin? fueit ive funds , ! 

study is heine made of the use of the information der ived 

fro~ For~ ?FR-300 to brinL about the blockine of accounts 

re.orted. 

79. Litieation Problems . (a) Osborne Reeister Co . YS . 

Central Bank of Ecuador . The Osborne kecisier Company has 

commenced action ae;ainst the Centl•al Bank of Ecuador for 

breach of contract for the minting of certain coins . The 
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contract was cancelled by the Central Bank of Ecuador in 

July 1942 after the Department had advise.d the Government 

of Ecuador lhat nickel was not obtainable for coins . Sub­

seq\lOntly, the Philadel phia mint VIas authorized by t he 

c~ntral rank of Ecuador to make coins, using zinc instead 

of nickel . In December an action for breach of contract 

...ns oro unt in j;ew York a~ainst the Central Bank of Ecuador 

by the assienee of the Osborne Register Company and the · 

funQs of the Central Bank on deposit with the Bank of London 

and South America, Ltd. , in New York were attached. 

At tho request of the Stat e Department a study was 
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made by ~sssrs . Alk, Johnston and Brenner of all informa­

t ion in the fi l es of t he Department concernine this matter 

and a conference was held with representatives of State 

Depart:r.ent and the Ecuadoran Embassy to discuss the situa.­

tion. Representatives of the Department suggest ed that the 

Centra.l Ba.nk retain counsel immediately to defend the action. 

State Depart~ent is considering the question of what repre­

sentation it would be _ in position to make to the court con­

cornine a possible claim of sovereien immunity'by the Central 

Bank as fiscal a~ent of the Government of Ecuador . 
u 
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(b) United States vs . Levy. On January 27, 1942, 

Levy was convicted iil the District Court .for the Southern 

District of Nelf York of v1rongfully holding gol d bullion 

under Executive Order ,/o. 6260 . ~'his was the firs t case 

in the llevr York District which lnvol ved a criminal prose­

cution solely under such Executive Order for the v~ongful 

holding o.f cold. ~ss Hodel coorerated with the Uint 

Bureau, Secret Service and the De.art~ent of Just ice on 

tHs case . • 
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80. Gold. Messr s . Aarons, Brenner, Uurph~and Uiss 

Hodel investigated the pos sibility of the use of gold coin 

in connection wi th milit ary operations of the United States . 

An opinion wlls drafted that under certain circumstances 

snch action was a•1thorized by existinz law. 

81. Silver (See November 1942 report, item 71) . The 

Spanish Ambassador notified the Treasury Department that 

his Government would be willin~ to accept the balance of 

$808, 718.54 as final payment for the s ilver purchased from 

the Spanish Government in 1938 . Payment to the Spanish 

Ambassador was made on January 2, 1943 . The Spanis~ silver 

cases are now cl osed. luss Hodel handled this matter. 
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Negotlat_ions v:ere continued with tho }.letals Reserve 

Conpany and the War Production Board with respect to the 

purohiiBO of silver contained in ~old de roe its by the Metals 

,leserve Company instead. of the Treasury. The matter has 

not yet been concluded and 1~ . Brenner and representatives 

of the J:int !lure au and Division of 1 onetary .. esearch are 

re-exft.!,,inin!: the possibility Qf increasin;,. the Treasury' s 

rrice ::or t:lis type of silver . 

The Defense Plant Cor~oration requfated the Secretary 

or the Treasury to asree to a modif ication of the Contract 

of l~y 6, 1942, which would permit the non-consumptive use 

of "free ail ver" by industrial plants without requiring 

the~ to assume the oblibations of the Defense Plant Corpora­

tion relative to indemnification·or the Treasury Depart­

l:lrnt. l'essrs. Aarons and Brenner conferred with representa­

tives of the Corporat:on and obtained their consent to a 

rr~dification of the request which will minimize the cb~nges 

to be made in the original contract . 

' 
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The tollowint work was done under the auperYision of 

~. Klaus, Special Assistant to the General Counsel : 

82. Investigation of Tax-Exempt Subversive Organizations 

(See December 1942 report, item 75). The ehdy of the 

Association of Ge;man-Aalerican Technologists, which has 

been de.'!lonstrated to be affiliated with the National 

Socialist Bund of Ger.nan Technoloe;y (:ISBDT), has been 

co~loted. This organizat ion was headed by Dr. Fritz 

7odt . Tho Federal Bureau of Invest izat i on ~as requested 

that lr . Klaus turn the case over to them for prosecution. 

Progress has been made in the study of Nazi organiza­

tions in several cities , chiefly BaHirnore, Philadelphia, 

Newark, Chicago, and New York, demonstrating the pattern 

of Nazi infiltration into t hose communities . 

83 . Subversive Activities of Bundiste and Other Axis 

Su~porters (See Dec~ber 1942 report, i t e~ 76) . Svidence 

is being given to the Depar~ent of Justice for denaturali­

zation of Bundists and Fascists . Liaison and information 

exchange is baing continued with intelligence agencies , 

chiefly the Federal Bureau of Investigation. 
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TREASURY DEPARTMENT 

INTKit OP'I'ICIE COM MUNICATION 

DAft 

Secretary Mor genthau 

Frances McCathr an 

March 6, 1943 

CONTROVERSIAL ISSUES BEFORE CONGRESS 
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1. Tax: Pay-As-You-Go - Still by- oassing the decision of how 
much f or giveness should be al lowed in nutting taxes on a 
currPnt basis, the House Ways end Means Subcommittee 
yesterdey t enta tively aoor oved a nrooosal for placing tax- .• 
oeyer s on a oay- as- you-go system. Under the plan as it • 
now st ands, a withho lding tax of 2~ would be levied on 
Pll s? l ary and wage earners, except men in the armed ser­
vi ce, domestic servants and agricultural laborer s. Farmer s 
~<"Ou l d be r equired to pay two- thirds of the tax on their 
esti mated income any time before December 31 of the same 
yea r and the remaining by March 15 of the following year . 
All ot her ta.xpayers, not subJeCt t o t he withholding tax, 
would be r equired to make quarterly returns . Regulations 
for t hi s last group, which includes professional men, 
indenendent business men, bond-hol der s, per sons with salar ies 
too large to be taken care of under the 20~ withholding 
tux, and orobably the men in the armed forces , were t aken 
from a suggesti on by Treasury General Counsel Randol oh Paul 
made in hearings on February 2 . As the Subcommittee side­
stepped the issue of forgiveness, there are rumors that the 
fu l l com~ittee , too, will oass the question along to the 
Eouse. ~neral consensus of ooi nion at the moment aopear s 
to be t hat at least one- half year's forgiveness will be 
granted, with increased r umblings of suooort f or the 
C~ rl son version of the Ruml one-year cancellation oroposal . 

2. UPA - Senatorial criti cism of OPA ~nd Administrative pol icy 
eJor essed itself in the crea.tion of a joint-committee com­
nosed of five members each f r om the Senate Banking and the 
Senate Finance Commi ttees to meet with Administrator Brown 
on hie new orice and rati oning r egul fl tions . Consr~ssiona,l 
opoosition t o the Executi ve order excluding subs1d1es from 
oarity comout ations , the OPA use of price control to limi t 
orofits , find the President ' s salary ceiling order ar e said 
to be the incentives behind this "unPr ecedented action," 
according to a Wall Street Journal ar t icle this mor ning. 
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The 0PA also received severe cri ticism yesterday on its 
meat r egulations from Sen~tor Davis, who said t hey had 
created "a compl ete monopoly of big packers." Adding that 
his efforts to force a change had only resulted in "an 
Administrative brush-off," he said the responsibility 
rests now with Congress . 

3. F~rm La.bor - As forty senators lined uo behind the Bank­
head farm labor deferment bil l, scheduled to be considered 
by the Sen~te on Monday, the Senate Military Affairs Com­
mittee announced in a reoort tha t the orosoects for a 
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food crop this year as large as the l ast is virtually 
hopeless . Although opponents of the bill claimed it would ~. 
~ake agriculture a catch-e ll for those who wished to evade 
the draf t, the Committee report sai d Secretary Wickard was 
"increasingly alarmed" over the lack of f arm labor to 
meet production ~oals. Opposition to t he measure is said 
to be consolidatln~ behind Senator 0 '~lahoney 's proposal 
to amend the exist1ng draft def erment provisions for farm 
labor in the Tydings amendment to the Se lective Service 
Act. O' Hahoney would define the agricultural commodities 
essential to the war effort and at the aftme time define 
the stpndard of pr oduction per oer son uryon which deferment 
would be based. This J)r oposal has r eportedly received the 
suunort of the Selective Service System. Expressing the 
opnosite view, however, Senator Nye in a speech to the 
Srnate yest erday said that an army of eleven mi llion men 
oy the end of 1943 would "deny our allies a ll the help 
tney need on the machinery and f ood front s and bring hunger 
and fooQ riots to our own country. 

Al lred Appointment - Although Senat or Overton of L~uisiana 
claimed that Attorney General Bidd le had once opposed the 
nomination of James v Allred to the Fifth U.S. Circuit 
Court of Appeals beca~se of its "politica l aspects," Biddle 
deni ed the charge before a Senate Judiciary Subcommitte~ 
yesterday, and added that he had first offered the appolnt­
ment to an e.ttorney in New Orleans who did not accept. 
Allred himself declared under oath, "I want t his Committee 
to know that I had no agreement, direct or indirect , with , 
t he President or any person claiming to represent the 
Presi dent, that I should be appointed to another judgeship," 
~ter r esigni ng one to run in the ori~a.ries against the 
v1ctorious Senator O'Daniel in Texas last year . 
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Infor mation received up to 7 a. m. 6th ~arch , 

1. WA.lo· 
One of H,M, Frigates attacked and drove away E- boats 

off tho So~th East coast yester day. 

2 . lfiLITAfiX 

TUNI SIA. 8th Arpv. )rd 1n tho late aft ernoon 3 enemy 

patrols each about 150 strong attacked our carrier screen but 

were heltad by our Ar tillery; a little lat• r enecy tanks coved"•· 

forward and our carrier screen v1 thdrew to the next ridge . 

Casualtiea were i nflicted on Italian Infantry and later in the 

day enemy U, T, were observed moving Nor th . During the night, the 

enemy withdrew slightly and our carrior scrtens was r e-es tabl>shed 

in i ts original position. 

4th. In the afternoon air reconnaissance reporte d much 

enocy U. T, movement southwar ds and ~outheastwards from Cabes. 

First Army. 4th.. Enemy continued his attacks on 

Sodjanane and fierce fighting 1n the town took place throughout 

the day . The e.1emy attack towards Beja wu also reneved uith a 

force .or 15 tanks and 3 infantry cocpanica but was repulsed . 

Further South our patrols continued their advance Eastwards and 

penotrated to the Nor th West of Pichon, French forces are ""'"ing 

&ast along the short of Ch9tt Djerid !roc Netta towards To zeur . 

) , AIR OPERATIONS. 

WE§T§RN j~ONT , 5th. Our fighters destroyed 2 E-boats of f 

the Dutch coast and probably destroyed 2 others, 

5th/6th , Following aircraft des patched - ESSEN 442, 

~ea mi ning ?, 14 bombers are missing and one crashed . The attack 

on Eason is considered to bave been aucceasfUl and very large 

t ires ara reported 1n an extensive area ol conflagra t i on. 
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TUNISIA , 3ro1/4th, 5 Hdl1taxea nnd 2fl Wellinat,.,. 

bombed 11/T and encampment• in the llareth aroa , 

4th. Fighters and U&hter bombera attacked U,T , 

in the llecljez Rlibeb ar ea , A forAat1on or Blcorted 

Ju 87 1 s was interceptecl and forced to jettison its 

bomb&, A total of 12 bombers ancl 216 !1shteu and 

fighter bombers attackecl M,T, in the areas South of 

Gabes and bombed the town and landing ground at 

Djedeida, 15 u.s. fortresses attacked a convoy of 

6 ships Northwest of B1ze ·ta and ore reported to have 

sunk 4 of them, In these operations enemy casualties 

6 - 2 - 15. Ours l - o - 2, 

I 
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1. ~AV.IL 

IrtforD&tlon received up to~ A.M. 7th ~Nh, 194). 

"' ' ~ 1 convoy or 3 atorcsh!pa and 2 tankora reoohod MALT~ yoate~ rroa 

iJ..X.UIDRIA. H ••• .. tt.~ckod by aircraft a t dWik 5th lnd 1 tanker olightl,y .W:.god. 

~. M!Ll!~RX 

MISIA. 5th . Eighth A'f'tA1. SouUnreet or U&DElfiNE increased anellf 

activHy Md oonl1derable ahellfiro. Air reconnaia~ance ft'OII lUJU>"TK t.o MA'I'JU..T~ Hilla 

sh0>-.1 1Htlo JIOV..,t. lot Arm¥ . our troope withdrown !roe S!DJ!liJ.llE biTO t.ok~ 

Ill' posiUono noar To\IIERA Borth end FAst or tho SEDJ!liA!I~Ilii<BlOD Rood. ..,..., 1=1< 

losses oinco 26th oo Umatod •t ~s. Allied •-ured •1-nto .......,tared PI.;IQI end 

tht tn•r f'it.hdrew lnto the hUla north Md eout.h of thl town. l n the evening our 

forc:et withdrew for the night to A more secure poait.ion. 

~· The R\lseians r epor t tho capture or GZ.HAfSX tmd turtber pro­

greu northweet. ot KHARKOV. 

). AIR OPl!!!ATIO!IS 

W•Mo:.hN OO~T . 5t~/6U. . &SHill . <)87 t.ono drop.>ed including 3 

8,0J0-1b., 15) 4,00J-lbo. , )5 2, o.lo-H •• • bonbs &n<\ mort t.nnn 10,000 )u-lb . 

inc~l>ll.t.rhc . Good ...- .,t.h~tr, no clout:!:t, but groun.! haze aM lillOke from rtr.cs obseured 

dtwU. ..t.t.t~ek J..a:..t.ld -'0 llln.ut.e:t. . uark~r boabr •ore drop .ed acct.~ntely round 

~;m and both H ..... n~ 1nc:endl.ar!es were v r'f ..U conc:wnt.n tAd . LDY a..jor fires 

'!tef1:ed 1nt.o o.n txtAftalVo contlagrnt.lO!l . Sovor.U hua• ex}\ltu:lona raport.od t lth 

bltlc.ic oaok.• rlolns t.o l5 ,00J teet. I.nt.ense A/:. c.nct DOt·rehllaht .. a both ovor and 

uound t.SSc.h . SOVIIItd to leaue~n ta.s et.t..actc dovelopeil. 

6th . ln good wo~tn~r 60 U.5 . Fort.roaaea nt.tftc-.o tho power stotion 

ot. LORitln 1\-n'CJ 1~ o1oort.od o. s . t.iborotors tltt..nched BRo:.Sr. rho tAruot nl. LORI.:ll1' 

-.a hit, l rortrOIIOII o.nc;; 2 Spitfires D1G:.1ng. Pr<•ltmi ntry eneoy C4Du.tt.ltleD 

't • • Jil. · ) , 4 Ttphoono of1c~ctively attacxod locomot.lvll, rolling et.ock ;;.~~..- b...rgos 

no r ;. St""D'tJ.& . 

5 i.iborot.orl nLY.c.od rhlp ·in~ in llnl'!-. barbour. 

IIOf.!46. Sth. Hurrie<n<s >r>C'tecl ~ onor y ""'t:.ro no. r .J\t..B. 

t on'-7 <UU'clLioo 7 •• s ..... ours 1 tol••ing. 
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FINANCING 

Present: Mr. Bell 
Wr.Haaa 

::: ~~n 
Mr. Lindow 
Mr. Viner 
Mr. Hobbs 
Mr. Shields 
Wr. Woodward 
Mr . Gamble 

March 8, 1943 
10:05 a.m. 

H.Y. JR: I thought we would get down to serious 
business now as to whet we ere going to -what kind of 
merchandise we ere going to offer. I thou~t the first 
thing to do would be to tell me where there is the moat 
fat - outside of the banks, I add quickly. (Laughter) 

This whole group up in New York ia planning the 
advertising. I think we have to give these advertising 
people sane direction, you see , as to where we went to 
aim this adnrti'aing. I uan, we just don't went a lot 
of good slogans. 

Han you had a meeting in your room? 

MR. BELL: We just had a meetinf for fifteen 
minutes. If you want me to, I can d souse some sub­
jects that Haas ' group and I diecueeed on Seturdq, 
and then again this morning for a brief period of 
fifteen lllinutu. 

H.Y.JR: I don ' t know what you discussed. I would 
kind of like to get the over-all thing first . Is that 
what you han been disouaeing? 
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MR. BELL: Yes , and there are other things that fit 
into that. . . 

The first subject we discussed was quotas - t he sub­
ject of quotas. Uf course, there should be a quota for 
the whole country - whatever amount you fix. We feel 
that there should also be a quota fixed for each Federal 
keserve district . 

H.M. JR: Somebody has been working on you. 

KR. BELL: Yes, that ie right, but we don't feel 
there shoUld be an official quota for anything below 
the federal Reserve district , but that we would be glad to 
furnish the Federal Reserve president the data on which he 
could have a county quota if he so desired - go down that 
far, and he probably will, but that would not be an offi­
cial published quota. 

As for the amount , we need fifteen billion dollars 
plu~ probably an additional certificate issue sometime in 
July - June or July - to carry ua through to August before 
the next drive. 

H.J.I.J R: Lat me interrupt you . If you get fifteen 
billion dollars in April, you will need--

WR. BELL: -. will probably need a certificate 
issue either June 1, &&f, to take care of the maturities 
in June; or probably July, in order to replenish our 
balance , in order to car ry us through to jugust 1. 

H.K.J R: Has anybody got the aturities? 

1m. LINDat: There 11 a copy here" (Copy of , 
"Bulletin of t~e Trt~asury Department, rebruary 1943 
handed to tlie ~cretary.J 

MR. BELL: The maturit ies for what? 

H.M.JRI Anything. For the rest of the year. 
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YR. LINIX1N: Th11 ia not - wt have a note and a bond. 
This is the June. (Indicating) 

H.M.JR: Where is this Yay 1? 

lffi, BElL: .A. biJ.J.ion five hundred and six due !Jay 1, 
and two hundred and eighty-nine million rl CCC's due May 1; 
six hundred and twenty-nine million of notes due June 15, 
and then there is a three and three-eighths percent amount­
ing to four hundred and fifty-four million. 

H.M.JR: ~s I understand it , ev~n if we - or after 
we have gotten the fifteen billion, you wi!! actually 
need a note issue, when? 

YR. BELL: •e probably should nave a certificate 
issue either on June 1, in order to pick up the billion 
dollars of maturities in June, or we should have it in 
July to replenish our balance - either one. I say 
June 1 because probably it ~ould be nice to have a 
maturity June l the following year. 

H.M.JR: But you are going to need fifteen billion? 

~ B~LL: Yea, sir, and we will also need to keep our 
Treasury billa on a !eve! of two hundred million new money 
a week. 

H.M. JR: How muob does that make the total? 

MR. BELL: In billa? 

H. ll. JR: Yea . 

YR. BElL: I don ' t know. It means a billion dol!ara 
a week, beginning, I think, June \!! . There wiJ.J. be eight 
hundred million do!!ara beginning the 17th of this montb. 

H.ll.JR: Go ahead. I am listening carefully. 

MR. BELL: Vie diaouaaed as to whether the amount of 
thie drive should be thirteen billion, fourteen, or fif­
teen billion - fifteen billion being tbt amount we need. 
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We thought that if you need fifteen billion, then you 
have to have ten billion outside of the banks. We thought 
tha t if that fails , that might be dieastroue - that it 
just can 't fail. We thought thirteen billion was too 
low because it didn ' t give any inoreaae over the December 
drive fo r the non-banking investors . 
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H.W.JR: How much ia that? 

YR. BELL: Seven bill ion eight hundred million, as 
1 recall. Some of that went into banks, too. 

The seven billion eight, and if you announce that thi s 
would be thirteen billion, then that woul d only be eight 
billion for non- banks . 'e thought there ought to be a 
little larger figure for the committees to uork toward. 
~o we thought that fourteen billion dollars would be a good 
figure for this drive, hoping that n would get the fifteen 
billion. That would mean that fi ve billion would come from 
the banks, on which you would have two i ssues in the drive 
oven to the banks , amounting to about four billion tllo, and 
elght hundred million dollars from billa, would.give you 
the f ive bil lion dollars. That would mean nine billion 
dollars woul d come from non-banking. 

H.M.JR: Say that over again. 

~ BELL: Fourteen billion i a the total ; five 
biHion from the banks, of which then would be two issues 
in the dr i ve - certificate and the bond - about four 
billion, two; eight hundred million billa, making the 
five bil lion. Then t here would be nine billion dollars of 
non-banking investors and we would break that down in~o 
two categories just for the Federal rteserve bank pres1denta -
not making it public, neceuarily, although it probably 
would become public - we would aay three billion dollars to 
individuals and partnerships on that sheet, and six billion 
dollars to all others, not c1aas1fying the othen two in 
there, but just lumping them. 

Does that sound about right? 
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H.Y.JR: I don ' t know whether it sounds right or not. 

MR. BELL: In that allocation of non-ban~ investors 
there is this question that has come up again, and i t ia 
being pushed by a couple of the Federal heserve Han kS and 
a..Lso ~>ocles , himself - a quest i on of whether we shouldn't 
allow commercial banks with savinga departments permission 
to go into the two and a half pe rcent bond on some percen­
tage of their time deposits. 
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VIe hue worked on it some previously and turned it 
down because it does increase bank depoaita; but due 
to the fact that all these email country banka are going to 
be worki.ng for you - they claim there is a discrimination 
here between that and the mutual aavings - I am not sure 
we don't have to give some consideration to it . 

H.M. JR: There is another angle to it. If you give it 
to them, then they keep on the way they have, paying, sa:t , 
two percent on t heir deposita and the~ keep taking deposi t s . 
If you don ' t pay it to t hem, they wont take the deposits 
and the money i s there. In the ~tate of Kansas they were 
just beginning to stop paying the two, some going down to 
one, and some going dovm to nothing. 

I wondered- George , you had better make a note of this -
whether we couldn't get a spot survey from the State superin­
tendents of banks and find out; one, how much do tbese time 
depoaits amount to; and two, 111hat interest rate are they 
paying . 

V.H. Hill: We han the fi ra t question already. 

H.loi.JR: How much? 

Y.lt. Hill: I don ' t know what the total figure ia; it 
was about thirteen billion, or something like that. 

MR. BELL: We had the time-deposit figurea. 

Wt. VINER: The Federal l>eaerve baa aome figures . 
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H.M.JR: Fairly recent? 

MR. BELL: December 31 . 

K.J.I.JR: That i s good enough. Have they got the in­
terest rates? 

li.R. BELL: I have got a memorandum prepared last 
November, I think it was, as to the interest rates paid 
within the various States . 

MR. SHIELDS: ABA has done an ana!;ysis on that 
recently; probably you can get a table from them. 

K.M.JR: I think we ought to have it fast because in 
considering the tbinf, if you are going to let them take 
these two and a half s, it means t hey are going to keep 
their time deposits. 

MR. VINER: It Y~i!l work t his way too; if the public 
knows they are getting two and a half on a Government bond, 
the public will press for a good interest rate on their 
savings. It will be harder for them, psychologically, to 
cut . 

WR. BELL: It has the other - t~re is another argu­
ment on the othe" side. 

H.K.JR: It is both ways. I mean, I don't think you 
can , just because you are being unfair t o them, settle 
it on that basis. Do you think aor 

MR. VINER: I see the foroe of your comment. I think 
it is unfortunate that they should be paying !air rates 
good rates - on savings now. 
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H.M.JR: When I was in Kansas they were just beginning 
to co!J.apse this t hing; they were just get.ting under W&¥ -
just realizing that they couldn't Ao it any more - couldn ' t 
pay these things and make their expenses. • 
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MR. VIN ER: If you had the atatiatics, I would S&f 
a bet ter way of going at it - I know in the !fiddle ~<est 
thef pay a good amount on savings, providing the savings 
don t exceed a certain amount. 

MR. SHIELDS: What do you mean by a good rateY 

1m.. VINER: Anything over one percent, now. They 
pay two percent, still. There is a Federal Savings and 
Loan in New Haven that is advertising i t is still paying 
three percent. 

MR. SHIELDS: Another question is whether the insti­
tut ion shQuld be maintained. I think it makes sense to 
maintain that savings institution. It will have some 
postwar use, probably. 

MR. BElL: 'l.'here is that argument, that manf of 
these commercial banks, at the present time, won t take 
savings deposits , and the man who has the money - if they 
won't take savings deposits, there is something wrong, 
so he t akes out currency and puts it in the safe deposit 
box; at least that is the argument that is used. They 
c!aim if you get these commercial banks back into the 
custom of taking savings deposita and increasing their 
savings deposits, maybe some of this money will come out 
of hoarding. I don ' t know. 
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H.M. JR: I think, George, that whatever info rmation 
ia avai lable in the United ~tatea should be gotten to­
gether quickly. You s&¥ there is fourteen billion dollars' 
worth of deposita? 

WI. BELL: In the neighborhood of that. 

H.M. JR: It is a lot of money. We wan t to get a good 
share of it . I don ' t want to make a move which is going 
to fre eze that. 

IIR. SIIIELDS: You have got mo1t of that money, now, 
Wr. Secretary. It ia invested in Governaent bonds or 
other obligationa. 
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H .~.JR: Well , let's get it 'down- do you think 
that juat to make thea• fellows happy, or pay their 
expenses for sell ing some bonds, that we should giTe 
t hem a two and a half percent bond aa a aubsidy"t 

MR. BELL: It is important to keep them happy. 

H.M.JR: I don ' t know. Maybe we will do it. but 
right now, I haven't got enough informat ion to make up 
my mi nd. 

MR. BELL: I don't !ike it because it does increase 
bank deposits - tnere isn't any question about it. 

H.Y.JR: That isn't something that would have to 
be aettled the next three days, either, would it? 

J.(Jt. BELL: That could go in the- -

H.!!. JR: I mean, if we don't have the information-­

Mk. BELL: That could go in the circular, which 
probably won't be printed until next week. 

H.M.JR: I don' t want to hold it up. 

WR. BELL: It could go in the circu!ar wnich wil! 
be printed next week. It doesn' t have to be made public 
this week at the time of the announcement , althougll it 
would be nice if you could do that. 

MR. VINER: I don't see the point about its incre~a­
ing bank deposits . You are aiming at the banb subscnb­
ing to a certain aggregate amount. If they take more in 
the two and a half percent bonds, you will preas them 
to take l ess of t he others . 

MR. HAAS: No, no, you add that much more on. 
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J.IH . VINI:.R: You are going to have to tell them to 
take ~ore than they would have of their own accord. 
You have t o put pressure on then to take the amount 
you want them to. Or is there a guess as to what the 
banks will vol untarily come in and take? 

Mk. BELL: ~ell, after offering four billion dollars 
of securities ~nioh the banks will have to take, plus 
eight hundred million dollars of additional bills -
they will have to take those - whatever they will take 
of' the two and a half's is just open to them. 

Wt. VIN!:.R: If you can estimate what they would 
take of the two and a half's on tha t basis , particularly 
if you are allot ing them maximum amounts, deduct tnat 
f roc your four billion and don't ask them t o toke four 
billion of the others. 

MR. BELL: I don't know whether you could estimate 
that or not . I don't think you could est imate that with 
any degt•ee of accuracy. 

MR. SHII:.LDS: The distribution of excess reserves 
in this drive is different from what it was in the last 
one. It makes it necessary for a larger proportion of 
the total banking securities to go t o the smaller banks 
instead of the la rge. ~his question is a fairly impor­
tant one because if you can, by this device, bring a lot 
of these small country banks in, a real advantage will 
have been gained, I think. 

H.M.JR: Let ' s just t alk on that ooint a minut e . 
Let's forget a minute that they have tlme deposits . 
There will be two other ways of doi ng this thing. One 
would be on a geographical basis and one would be on 
the size of the banks. I mean, for instance, you want to 
sell,let'a say, in the Mississippi Valley. You could 
nave a separate quota for the banks i.n the Mississippi 
Vauey. 

MH. SHIELDS: I was thinking about the special offer 
of two and a half against savings deposits particu!ar!y, 
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and y,ith the l imit on the 111110unt any individual bank 
could take, which would mean that this special offer, 
so to apeak, 1·.ould be attractive primarily to small 
institutions. 

}J .M. JR: If you are talking about excess reserves, 
I mean, do you want a bank in the Lower hudson Valley -
i s it imoortant to take these, or is it important to 
get theai to take it in the llissi .. ippi Va!leyY I mean, 
could your reserves - I mean, it i s a ~eographical pro­
position. The difficulty ia to maintaln them in New 
Yo rk. 

I(R. ~iiELDS : I haven' t sufficiently the detailed 
picture in my mind of the distribution of excess re­
serves , except that the excess reserves are concentrated 
outside New York ~ity and Chicago , and mainly in the 
smaller--

H.M. JK: If you haven't got them, let ' s get them, 
because if you ha~en • t them, who would have them? 

W\. ShiELDS: The Federal hese rve. 

H.U. Jn: Let ' s get them over here, George. This ' i s 
another thing. Letts get over the geographical distribu­
tion of the excess reserves, because t hat - the thing 
that they keep talking to me about when I talk to them 
about excess reserves, they s*f, ·•• can't maintain thea 
i n ~ew York and Chicago.• They a!•ays talk geographically 
to me . 

Mk. BKL1: ~hat are the excess reserves percentages 
against time deposita in the country? 

MR. L!URPHY: It ia the same all over the country -
five percent. J:'ardon me, six. The figure in the statis­
tics is three and it has now been advanced to twice that 
which ia six, and it ia uniform for the whole country. 

lOt. BELL: So far aa the time deposits, I tiOnder 
if t he excesa reserves have any volume? 

154 

Regraded Unclassified



- 11 -

MR. SHIELDS: No, but they create a problem in 
that your heavy market is lower down in the classifica­
tion of banks by the size of the banks than it was in 
the last drive. Those banks are generally banks which 
have been receiving rather higher rates on their loans. 
Therefore, a little cream in the rate might be attractive 
to them. 

H.M. JR: Well, which side are you on in tb.iB 
argument? (Laughter) 

UR. SHIELDS: I am not on either aide now. I am 
discussing it, Yr. Secretary. 

H.U.JR: You haven't made up your mind? 

IIR. SHIELDS: No. I am i nclined to be in favor of 
it in this drive, although I was against it in the l ast 
one . The same idea was presented. But it needs further 
investigation, I quite agree. 

H.M. JR: Well, why can It we pass this, going on 
the as&umption that this group is going to work con­
tinuously on this thing - exclusively on i t - for three 
days. You get more information on that and come back 
at me with that. 

IIR. BELL: All right. 

H.W. JR: I mean with sc:me reco11111endations. 

George, you get this together for this crowd. I 
am f iguring on doing nothing but this for three days. 
As soon as you have something more on this, let me know. 

IIR. BELL: Tbe next thing is the terms of the 
securities in the basket. The drive star t ing April 12, 
we suggest that the securities be dated April 15, which 
would be three d~s after the drive opens. 

As for the two and a half, we thought March 15, 
1965-70--
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H.M. JR: Which one? 

LlR. BELL: The first two and a half, liarch 15, 
' 65-'70. 

H.U.JR: I thought we were going to have what's-
his-name come down - your former assistant. 

IIR. !!.US: Seltzer? 

H.J.(. JR: Yes. 

WR. HilS: Be couldn't make it. 

H.I.I.JR: What has he to do that is import ant? 

IIR. HAAS: He teaches school. He took some days 
out last week and was down, and he coul dn' t take them 
out this ~teek. 

H.M.JR: That is too bad. 

MR. BELL: The first two and a half will be t he 
one we suggest . 

H.l!. JR: Which one are you recOOllllending? 

IIR. BELL: The first two and a half. 

IIR. WURPHY: That is restricted. 

H.loi . JR : What do you msan? 

lolR. II.URPHY: Commercial bmks are not allowed to 
puroha se it . 

H.M.JR: The last one was ' 62- ' 67? 

IIR. BKLL: '63-' 68 was the last one . ' 62-'67 was 
the flr at one. 

156 

Regraded Unclassified



- 13 -

H.Y.JR: What was the f irst one? 

MR. BELL: We had a '62-'67 , the first restricted 
issue . That was the two billion one hundred eighteen 
million. In the dr ive it waa 1963- ' 68, which was two 
billion eight hundred thirty-one . The unrestricted issue 
is the '67-' 72. 

H.M. JR: The '62- '67 is restricted? 

MR. BELL: Yes, sir , and the ' 63-'68 is the other 
restricted one . 

H.W. JR: Has everyboey agreed on this? 

MR. BELL: Everybody here. I think possibly New 
York will argue for a six months longer one t han the 
last one. That would make it '64- ' 69. 

for . 
MR. WOO~ARD: I think that is what they will argue 

MR. BELL: Yes, '64- '69. 

H. J.I. JR: As against? 

MR. BELL: ~rch '65. 

MR. SHIELDS: How much premilllll would the ' 64-'69 
work out at? 

I.IR. lltJRPIIY: .lbout nine thirty-seoonda. Your curve 
is so flat that you are not getting anywhere. That is, 
I think the premilllll on the '62-'67 h only about twelve. 

MR. LIND<lY: Yes, that is right . 

MR. SHIELDS: If New York wants it, why not give 
it to them? It is about the same premilllll. 

MR. BEU.: That was also the bankers committee ' s 
recQamendation - Burgess and the group - to make it just 
a l i ttl e longer, '64-69. 

157 

Regraded Unclassified



- 14 -

H.U.JR: It doesn ' t make an awful lot of difference. 

MR. BEll: No. 

1m. HAAS: It makes a round figure. 

J,!R, MURPHY: We argued that way the last time, you 
remember. (Laughter) 

It ia interesting to note that thie pushes the 
'63 out a little less far than the ' 63- ' 68 pushed the 
162- ' 67 out. We moved ahead eighteen months between 
the ' 62- ' 67 and the '63-'68. Thi a would propose moving 
ahead an additional fifteen. 

H.W.JR: You mean if you went to '65-'70? 

UR. KURPHY: Yes, that is <right. The issue that 
was spoken of by New York pushes ahead eix; this is 
nine months beyond it . The curve is very flat . 

H,M, JR: I didn' t take your recommendat ion last 
time, did I'? 

MR. lt!URPHY: That ia oorreot. You may not this 
time. (Laughter) 

MR. BELL: 'ftle last time you recommended '65-'70, 
didn ' t you? 

MR. KURPHY: That is correct. 

H.ll. JR: That is the trouble; at the rate you are 
going and the nUIIber of issues, we will be going into 
the next century before we know it. {Laughter) 

MR. BELL: A couple of times ~ore and we will be 
to the ' 65-' 70. (Laughter) 

MR. !tiiJRPHY: I don't think it ia an important, 
question one way or another, but I do think a '65- 70 
sounds better . I don ' t mean the pr ogreu eo much as the 
fact that it is a nice round ~~~&turitr - easy for the 
people to remember. 
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H.W.JR: This is the one that we expect the non­
banking people to take, isn't it? 

YR. BELL: That is correct . 

H.M.JR: What do you think about this, Hobbs? 

MR. HOBBS: I would think the ' 65- '70 is good, 
IJ!'. Secretary. That is going to be our focal point in 
the drive. 

H.W.JR: That is the thing. 

What about this figure. of three billion two? 

YR. HOBBS: I think it can be done, l!r. Secretary, 
it you get going quickly. 

MR. LIIDOW: Of course that includes all the E 
bonds,and F and G's if you leave them in. 

H.}I.JR: It does? That ought to be good for at 
least a billion on the E, F, and G' s? 

MR. LINDOW: We hoped more than a bill ion. We 
hoped we might get a billion and a half. 

loiR. WRPIIY: Contrariwise, a great maey two and a 
half' s would be sold to other than individuals. You 
can't equate the thr ee point two figure with sales to 
individuals. J. great lll8ll1 things other than two and a 
half's will be sold to individuals, and a great m&n1 
two and a half's will be sold to non-individuals. 

We figure on about two billion to insurance 
companies and mutual savings banks. 

H.W.JR: Of these two and a half ' s? 

MR. MURPHY: Their purchases will mostly be two 
and a half's. 

YR. HllS: '!hey are the biggest buyers. 
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H.M.JR: Bow much is there in the well of the 
insurance companies right now? 

UR. LINDON: They should have accumulated in the 
first !our months of this year around seven hundred 
million of new funds coming i n . That is excess of 
premiums over amounts paid out, plus the amounts of 
loans that are vaid off. Those have been stepped up, 
plus other liqu1dat i ons of assets . They have been 
selling some of their State and local tax-exempt bonds. 

~. BELL: The~ have been selling Governments, too. 

WR. VINER: And some real estate. Haven't they 
been selling real estate, farm land? 

liR. LINDaV: I suppose they have . We don't have 
any figures . 

H.M.JR: When you end up h Oif much 'do you think 
they can subscribe? 

liR. WOODWARD: I should think three-quarters of a 
billion or more . 

MR. BELL: We have got in this picture a billion 
and a half f rom insurance companies, haven't we? 

H.K. JR: How much? 

KR. BELL: A billion and a half, I think. 

KR. LINIXJJf: .l billion one f r om insurance companies 
as a result of new funds coming in and these liquidations 
of assets, and then there are some of these maturities. 
It will run up to about a billion and a half. 

l.lR. WOOll'lARD: There is a complicating feature in 
this. As you probably know, the Federal National 
Mortgage Associat ion is preparing to liquidate its 
holdings of FHA mortgages, which may take aome of the 
funds that might otherwise be available from insurance 
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companies and savings. banks in this drive. 

H.LI. JR: Who controls that? 

Am. BELL: Jesse Jones. That is not a lot of 
money. 

ldR. WOODNARD: About two hundred and ten million 
potentially available, Which they have offered to their 
servicing agents . 

lo!R . BBLL: When? 

lo!R . WOOIJIIARD : '!hey have asked the servicing 
agents to reply with bids on J.rarch 15, and they will 
then make up their minds. The servicing agents are 
meanwhile canvassing the insurance companies and savings 
banks and everyone else . 

H. l.I. JR: Did you know that? 

MR. BEU.: No , r didn't, but then, i t really - well, 
we get the money anyhow. The money comes into the 
Treasury. 

WR. WOOJ:WIARD: Would it or would they call it 
debentures that are out? I am not clear as to their 
intention. 

KR. BELL: I will ask Jones about it. 

H.~. JR: Yes . I thought they always checked on 
those important things. 

KR. BELL: They do, but probably this wasn't 
considered important. It is the Fannie May--

H.IJ.JR: I will make you a bet that Jesse w<n' t 
know when you ask him. 

WR. BELL: I am not aura • 

• 
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H.M.JR: Want to bet? 

~. BELL: No, I am not a betting man this morning. 

H.ll. JR: .l package of gum? 

!.:R. BELL: 'Nhere are you going to get the gum? 
(Laughter) You will have to have a priority. 

H.M.JR : Get Jesse to get it - he handles rubber. 
(Laughter) 

There is one thing about this thing that bothers 
me . Take the individual ones, the War Bonds -when you 
break this down the figure~ are kind of fright ening. 
Take War Bonds , E, F, and G - you have them down for a 
bil l ion and a half. 

MR. LINDON: We started wi th the three billion 
goal from individuals, Mr . Secretary, and then guessed 
we might get about half of it from E bonds. 

Actually the distribution of the funds as far as 
income groups goes is more heavily weighted for the 
lower i ncome groups, so that logically you ought to be 
able to get more from E bonds than a billion and a half 
so tar as the proportions go. 

(Table entitled "Distribution of Securities During 
April Drive by Classes of Nonbanking Investors" handed 
to the Secretary by Wr. Lindow, copy attached. ) 

H.ll. JR: Let's take the three billion from 
individuals, partnerships and personal trust aocounts -
the three billion two, I take it thia is on the fifteen­
billion-dollar basis. Have you got a breakdown sheet 
on three two for me? 

WR. LI NDCqf· The calculation is made with respect 
to the amount of current savings that occur during the 
first four months of this year, and it represents taking 
about sixty percent during the four months of these 
savings. In the last six months of 1942 we took slightly 
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under fifty percent of th~ savings . Now, the funds 
are there. The individuals are accumulating them. The 
point is we want to sell them securities instead of 
having them go into banking deposits. 

H.M. JR: I am thinking in terms of - up in New York 
all of these people meeting with these advertising 
agencies, we have got to t ell them where we want this 
advertising directed. 

YR. LINDOW: Are you referring to income groups now, 
Wr . Secretary? 

H.M.JR: Yes. 

J.!R. LIIfOON: We have some eatime tes of where the 
funds are by income groups, and they are very largely 
in the lower income groups rather than the upper groups. 

H.JJ .JR: What do you call lower income 8roups? 

Am. LINDOW: I mean around two and three and four 
thousand dollars. 

H.U. JR: I ought to have something from you on that 
this afternoon. 

liR. tnroa.v: It is in the memorandum on sources of 
funds, Wr. Secretary. 

H.W. JR: But that is so big. 'Nhat I am gett~~ at 
is - for instance, I would like to give the advertlSlng 
manager or the sales manager a memo saying that out of 
the three billion two - just what you have said - we 
expect to get eo much, and we got sixty percent of the 
savings the last time from the people and we have to 
step up tha thing; that we have to aim the thing at 
such and such a point and such and such people. Then 
he can tell hia people - not only his advertising 
people but hi a sa.l.e Slllen - that thi a 1a where the thing 
ls and this is where we have ggt to direct it. 
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I mean, I want you to think in terms of selling 
now. You have got the information. I want to go over 
it again because it is terribly important. 

MR. VINER: I don't--

H.M.JR: Just one second. I want to go over it 
again. These fellows up there, they can get slogans 
and all that, but the criticlmn of these various people 
advhing us is we don't give them enough information on 
the marli:et. 

I take it you can give it to them in a simplified 
form? 

lm. LIIf00/1: Yes. 

lm. BEU.: What you want is a breakdown of the 
three bil lion two? I mean, you are talking about the 
individuals - you want a breakdown of that? 

H.W:.JR: Yes, and also the four, four. I want · 
a breakdown on each one of those things ao that a man 
who is going to write copy and direct salesmen - well, 
he wants to know who are these people, how much have 
they got, and so forth and so on. 

Then what I want to try to do is get s<ZD8body 
again, like Dr. Likert, to make a very quick survey fCif' 
me - what wil l make these people buy war bonds, people 
from two to three thousand, and what wil l appeal to 
them. 

You ought to have that for me by tomorrow morning. 

MR. VINER: I was going to Sf.¥ I don ' t think these 
people· are aware of how much they save in a particular 
three months' period, but they do know what their cash 
balances are. 

I think the estimates should also be converted to 
percentages of their bank balances and attack it that 
way. 'nley don't know- fCif' instance, you have the 

, 
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campaign in .lpril, and they don't know what they have 
saved lle tween January fir at aDd April fir at. They 
don ' t know what that figure is, bUt they do know their 
bank balance or oash balance . 

H.l.t.JR: What I need from these people vecy, very 
badly, this afternoon or tomorrow morning, is some thing 
ao that if a man is going to direct tho sales and the 
advertising he should know that we want three billion 
two, and who these people are aDd -.here ther are and 
how much we can expect. 

WR. H.US: It might be interesting to know that 
Robbins feels exactly the way you do allout it. Lindow 
spent a long time going over that picture. 

H. I(. JR: Did he give him a memorandum? 

YR. LI~V: He has al l the source material. 

H.l.t. JR: Robbins is in Chicago today, and the 
advertising people are meeting in New York. ~ere are 
supposed to be four agenoies starti ng to work on this 
copy. What have ther got? 

YR. LINOO.Y: I don't know whether he has t ransmitted 
aeything to them, :wr. Secretaq. 

llR. H.US: He was just getting on top of it himself, 
llr. Secretary. 

ltR. LINOOif: Yes, he ns going through all the 
figures. 

H.M. JR: Of course his troubl e is he hasn't be!n 
able to get hi a lll&n who ia going to be the advertis:tn~ 
manager yet , but I aa sure the men that are up there 1n 
New York today - Odef!rd, Callahan, and a man by tbe 
name of Lane - haven t got thie. 

I(R. !iUS: Odegard has. He baa t he memo and went 
over it very oarefullT· 
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H.ll. JR: He has got it? 

lffi. LINDOW: I went over it with him last week. 
In fact, we had a long discussion about how you could 
interpret the figures for a campaign, so I know he had 
it in his mind before he went up there. 

H,lol, JR: Let Dill have something - what I really 
want along these lines - you sar Robbins wants the 
same tbi.ng? 

UR. IIAAS: Yes, it is just the t,ype of thing he 
was looking for. 

H.W. JR: Why didn ' t rou work i t up for him in 
advance? 

MR. ll.US: Why didn't we? 

H.M.JR: Yu. 

liR. HAAS: I think we did . 

H. M. JR: It isn't in writing, though. 

WR. HAAS: Sure, it was all wri tten down. 

H. li , JR: But the memo is so long. 

WR. HUS: The memo is complete, and when he 
raises a certain questi~n we can dig it out and answer 
a specific thing. .ls a Ill& tter of fact, he was raising 
the question as to whether or not be wanted to take 
Lindow out to each federal Reserve bank so that the 
leaders would get this picture in order to direct their 
campaign. 

MR. BELL: The Federal Reserve presidents would 
like to have this complete compilation. We raised e 
queation as to whether ther should have it because this 
Is your whole program for the rear. You can'~ keep. it 
oontidentlal when you give it to all the pres1denta 
and twelve executive managers. 
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H.li.JR: I think the;y oueJl t to have it. 

MR. BELL: The;y all want it and are asking for it. 

MR. HAAS: Robbins feels that if it is in a 
memorandum they won ' t wade through it, just as you say 
because it is too big a job to wade through; but if ' 
Lindow went out and talked to the leaders of the groups 
they would sit and listen and have charta. 

Hi~ suggestion was that the two of us ought to go 
out. 

B.lt. JR: We haven't the time . 

MR. HOBBS: wr. Secretary, I might add that wherever 
Mr . Lindow has given those figures he has given the 

lis teners confidence in doing this job. It shows them 
l'lhere the money is. 

ll . li. JR: ~ite frankly, it has had the other effect 
on me. It has kind of scared me. 

WR. HOBBS: The figures themselve s scare you, but 
I think after the explanation all of tham hw e gotten 
confidence in their ability to do the job. 

B.li.JR: I am glad to get that from ;you because 
just measuring it b;y the one thing which I know more 
about than the others, the E, F, and G•e, when I saw 
the figure a billion and a half in April I said, "They 
just can' t do it. • 

MR. HAAS: It means house-to-house contact, I think. 

H.V. JR: If it gives the salesmen confidence, fine, 
but it has the other effect on me . 

MR. TICKTON: You have never had a Nation-wide, 
house-to-house canvass on E bonds . 
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L!R. VINER: No, except on the pay roll on E bon.ds. 

!JR. LINDa'/: I think you can put it the other way 
that if you can get around eight hundred million witho~t 
personal solicitation it ought not to be too difficult 
to double that figure with personal solicitation. That 
i s what we had in mind. 

MR. HOBBS: I think that is right. 

H.M.JR: Say that again. 

lr!R. Lllroa'l: If we can get eight hundred million 
a month, as we are doing now, without personal solicita­
t i on i n selling E bends, then it ought not to be too 
difficult to double that figure with personal solicita­
t ion. 

UR. VINER: For a single month? 

L!R. LINOO.V: As a star ter. I b,elieve you could do 
i t every month, as a matter of fact , but I think it 
would take the building up of machinery to do it. 

lm. l.1URPHY: The biliion and a half, l!r. Secretary, 
was made up when we thought that the F and G bonds would 
be out of the cllDpeign, and it was meant t o include E 
only. 

Most of the F and G sales - if F and G are in - would 
really be over in the two and a half component, so. that 
the E, F, and G combined would have to be eubstantla ly 
more than a billion and a half in order to meet that 
bogey. 

H.W.JR: Well, what is next? 

L!R. BELL: There are a couple of other matters in 
connection with the two and a half' a. One is the 
question of whether ;you would allCII the two and a half 
to be redeemed at par upon the death of the owner pro­
vided they held them for a period of, aay, six months. 
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We thought that maybe that should stay out of thia 
one; that that is worth quite a lot of money; and that 
it would be better to put that in some other time when 
you aro asking, maybe, for something el se , We thought 
maybe you might want a ten-year call period in the next 
drive or ~ome subsequent drive in the securities you 
offer, and that woul d be a good time to put in the 
death provision. Also it is tied up to some extent 
with F and G. You might want to eliminate F and G 
some place along the line, and ther e would be more 
incentive if you add the death provision. 

We rec011111end that you leave that out of this 
drive, 

H.K. JR: Well, t told you how I felt about that 
death provision. I can put it in any time you want. 

MR. BELL: I know you said you would go along with 
it, but we considered it on Sllturday and this morning, 
and we thought that it might be delayed. 

H.Y, JR: You mean i t is too att ractive? 

MR. BELL: I t is worth a lot of money. 

We didn ' t discuss it very'muoh this morning. I 
don't know how this new group feels about it. 

)(R, HilS: There are some implications that I think 
we ought to discuss very thoroug!Uy. There is a sort 
of freezing of rates. Ya7be that is the thing we want 
to do . 

)(R, BBLL: You are supporting that two and a half 
rate through this method. • 

)(R, SHIELDS: I would prefer that you want until 
you get rid of the F and G' s before you grant that 
provisi on. 
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H.U.JR: The F and G's have that provision? 

Lm. !.IURPHY: The G's. 

H.M. JR: How do you feel about it? 

MR. WOOIJNARD: I would auggeat postponing it. 

KR. HOBBS: Mr. Secretary, is there any possibility 
of winding up the F and G' s in the .April campaign? 

H .~.JR: You mean not have them after the April 
c~~:~paign? 

KR. HOBBS: Yes, air . 

H.lo!. JR: I was . wondering about winding them up 
now. I read Haas' memorandum on it, and it was veey 
convincing. 

MR. HAASi Yes , but I wanted to do it earlier, 
but right before the campaign I am doubtful about it. 

MR. BEU: We should not take it out right now 
before the campaign. It is the moat attractive 
security. To go into a campaign and say you are going 
to eliminate tbe most attractive one we thought was 
wrong. 

I think we will reco-end that they be eliminated 
right after the campaign. 

MR. VINER: If you want this to be attractive, 
announce that they are going to be eliminated after 
a certain date. (Laughter) 

MR. BI!I.L: Thet might be a wise thing to do oo 
the first of .April, say that they are going to be with­
drawn on Kay 1. (Laugbter) 

MR. ~Onf!RD: That has been an unfailingly 
auoceaatul selling technique. 
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MR. HOBBS: On thirty days' notice. 

MR. BELL: I think there ought to be some notice. 

The other question in connection with the two and 
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a half's is whether or not we are going below the fin-
hundred-dollar denomination. • 

There the feeling is that if you do that they will 
definitely compete with the E bonds, but I think all of 
the sale amen would like to have it reduced to the 
hundred-dollar denomination. 

H.U.JR: How about that, Hobbs? 

WR. HOBBS: I think most of them do. 

H.W. JR: Now that we have these two organizations 
together for April I don't care any more . ~protest 
is no longer valid. 

MR. BELL: I £link that Haas has given quite a lot 
of thought to it, and he feels that if you do reduce i t 
to that some definite instructions ouebt to go out to 
sell E bonds first. 

I don 1 t know what kind of instructions you can 
give to a hundred thousand salesmen - if that is the 
number - that they will follow. They will sell whatever 
they have available, whatever the man seems to think 
he wants. 

H.K.JR: From a Treasury standpoint it is better 
that they take the new two and a hal!. 

MR. HAAS: I don't think so. 

MR. BELL: It is better, I think, from the Treasury 
standpoint, looking at the aeouritr, but it is a little 
bit dishonest to go around and try to sell a two and a 
half when you have a three-percent obligation in your 
basket which can be redeemed on demand. 
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H.l!. JR: Why does George aar that from the Treasury 
standpoint it ia no t better? 

J.!R. H.US: I know what you are thinking, Mr. 
Secretary, because instead of having demand obligations 
you are putting it out to a market, but you have the 
trouble, anyway. It is a refunding job. It is in the 
market, whereas on the R bonds it ia channelized - the 
refunding operation is channeli&ed, h easier to control. 
It seems to me there is a place for a anall denomination. 

If every salesman goes out and tells the ~rson 
the characteristics of the E bond and he says, •I don't 
want that; I want the other• , then it is perfectly all 
r ight to sell the other to th11111. I am afraid the same 
thing will happen as in the L1 berty Lo&n, and you have 
made a point before Congressional committees t hat you 
are not going to ret that happen. 

H.M.JR: I am slipping rapidly, George. (Laughter) 

MR. BELL : I don't think you will sell a lot of 
hundred-dollar denaminations. 

WR. HOBBS: I certainly hope not. 

KR. BELL: The E bond demand obligation is on the 
Treaeur;r whereas the two and a halt will be on the 
Federal Reserve S,stem. 

H.K. JR: There is the question of delivering them, 
and having those hundred-dollar bonds available so that 
after they have made the sale they can get a rapid 
delivery. 

MR. BELL: I think we can give pretty rapid delivery. 

MR. WURPHY: In the post-war period the questi?n of 
what you will do with the whole isaue might arise , lll 

which case a small amount of it in hundred-dollar pieces 
might complicate the handling of t he whole amount. 
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~m. VINER: Wouldn ' t it be possible - that is a 
market operation - to support the hundred-dollar 
denomination - to supply those? 

UR. J.!UilPHY: They are in terohangeable. 

H.'M. JR: What? 

MR. MURPHY: Interchangeable between denominations. 
Government securities are interchangeable !rom high to 
low but not low to high. &t you would get yourselt in 
plenty of trouble. 

MR. BELL: You couldn ' t support them by denomina­
tions. It would ally amount to about five percent - the 
volume certainly wouldn't be big from a market angle. 

MR. MURPHY: But my point is that you have the 
necessity of maintaining a uniform price in the issue. 

H.M. JR: Personally I think this gats down pretty 
much to salesmanship - what the salesmen want. 

MR. HOBBS: And that varies in differsnt parts 
of the country, llr. Secretary. 

MR. LINOOR: But if there ia aey criticism later 
about a salesman selling somebodf a two and a half 
percent bond who really should have had the E bond -
you know that ·even some of the banking people have 
told us - I think ;rou said the other Clay, Jlr. Bell, 
that Kr. Burgess had argued that it was a bad idea to 
sell a fellow a coupon bond until he had his limit or 
E bonds or else he knew he wanted the other . 

Most of the people tha t you have to sell to , llr. 
Secretary, in the lower income groupe are not 
sophisticated from the standpoint of investments , and 
they can be sold something b;r a salesman llhich does 
not suit their purpose beat at all. 
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H.K. JR: But couldn't that be stressed and 11Ulke it 
wholly honest by pointing out in the advertisements t hat 
the most attractive bond is the E bond and that we 
recommend that a man buy his quota of E bonds before 
he buys anything else, and keep stressing that? 

MR. TICKTON: Some people think the quota is ten 
percent of their income. I f you have a man who has a 
couple of thousand dollars in income and he ' buys three 
or tour hundred dollars' worth of B bonds and a salesman 
comes around t o see him, the salesman sbould sell him 
same more E bonds and not the coupon because the t en 
percent was an arbitrarr yardstick. 

H.M. JR: I still say that if in the advertising, 
the radio, and everything, the E bonds were stressed--

MR. BELL: You can put i t also in your salesman's 
manual that they should not undertake to sell the coupon 
until they have f irst ascertained if the man wouldn't 
prefer an E bond. 

lm. 'M:>O!Y.'IARD: I think that is very important . 

MR. VINER: The more basic issue is , should you 
try to sell a coupon bond to persons with incomes of 
two thousand dollars a year. Ia a coupon bond sui table 
for them even if they want them? 

l!R. !!.US: Burvess says that the two and a half -
that he wouldn' t do0

it, that he would put it an the two. 
lie thinks that is too long a bond. 

H. J.I. JR: I didn't get that. 

MR. II.US: Dan asked Burgess about this. He says 
the two and a half bond is too long for anybody who 
only wanted to buy a hundred-dollar bond; that if you 
are going to put it anywhere just put it on the two~ 
percent bond. So that complicates the situation st~ll 
fUrther. 
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WR. HOBBS: I can' t see that. Can you? 

l!R. HAAS: No, 

J.m. BELL: We would normally put it on the two­
percent bond. That is just a normal Treasury issue, 
and they always carry the hundred-dollar pieces . 

IJR. HAAS: If the salesmen would all follow in­
structions that could be done all right. 

H. U. JR: They won' t. 

WR. HAAS: The last time s<111ebody told me they 
organized an individual campaign on the F' s because 
they happened to have a twenty-five-dollar denomination. 
Those people that bought that did not buy the right 
security. 

H.Y. JR: This new two and a half, is it immediately 
salable? Do they have to keep it sixty days? 

MR. BELL: No, immediately salable to anybody but 
a bank. " 

IIR. VINER: Dan, i t is on that one that you don't 
want the death provision? 

WR. BELL: Yes. 

WR. VINER: That makes it still further unsuitable 
tor people of that sort. · I mean that people of that 
income must not invest in anything which they. cal:'-' t 
liquidate - can't have ineurance of no loss Wlthin, say, 
ten years. It ia not suitable for th~. 

MR. V()OIJN.ARD: Unla sa they already have, by some 
chance, bought five thousand of E bonds. 

MR. LINDOi: They are not two-thousand-dollar 
people. 
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IIR. SHIEJ.OO: But they mAy have cash balances. 

MR. LINOOV: But that is the rare. case. 

MR. VINER: They ought to keep them as cash balances. 
Those people have. the cash for emergencies, and they are 
not building up an estate. 

I.!R. SHIELDS: 'ale number of people who go through 
their limit on E bonds is very small, so that this is 
not a large problem. If you can get your salesmen to 
stick to instructions - and I think most of them will 
stick to instructions. The E bond is so obviously 
more attractive than the other one. 

In the last campaign some of the Victory Fund 
people thought they didn 't have access to the E bonds. 
I don't worry about that. 

lm. HOBBS: I think you are perfectly right . 

MR. SHIELDS: They will read those manuals an:l. 
be a little better instructed in this campaign than 
the last. 

I.!R. l~: I draw the opposite conclusion with 
respect to the size of the problem. Since not maiiY 
people have gone through their thirty-seven hundred 
and fifty dollars of E bonds I would sq it is a large 
problem because for those who have gone through it is 
no problem. None of us have any compunctions in 
selling to them, and persona who have bought. their .limit 
in them won't have any difficulty with the flve­
hundred-dollar denomination. It is the people who 
haven't gone through their thirty- seven fifty , for 
whom the E bonds are still open, that the problem 
exists. 'nlat makes it a big problem. 

IIR. SHIELDS: These E bonds are obviously the 
most attractive, and they are n6t going to sell a less 
attractive one. He bas to do the other way - sell the 
easiest thing he can first . 

176 

Regraded Unclassified



- ss 

IIR. HAAS: The two best salesmen are going the 
other way. Fleek wants to sell a coupon bond, and 
Parry Hall. 

MR. SHIELDS: Even if they do, the salesman down 
the l ine, when he gets that list of securities, is 
eoing to look at it and sell the easiest things. 

MR. VINER: It is easier to sell a coupon bond. 

~. SHIELDS: Not to low brackets, I don't think so, 
not after all of this advertising you are putting cut. 

IIR. WRPHY: The way I got religion on this - I 
felt just the same as you do until I was in a meeting 
on Saturday, in which Buffill8ton assured us that the 
salesmen would disregard the instructions and that they 
would push the two-and-a-half-percent bonds no matter 
what we said. {Laughter) I got religion strong at 
that t ime • {Laughter) 

l!R. BKIJ.: There ien't any doubt but what they will 
disregard instructions in some cash. To what extent 
we don ' t know. 

IIR. loWRFIIY: I got "the impression it would be quite 
widespread. 

~. HOBBS: I think it depends entirely on how 
atroll8 those instructions are, Yr. ~pby. 

There ia one thing, wr. Secretary, I got on this 
recent trip of mine. Apparentl.r through the farm 
areas - Iowa and Illinois - the people out there, the 
young people, all want the aeries E bonds. Th! o~der 
people want a current-income bond even though 1t lS a 
hundred-dollar or two-hund~ed-dollar denomination. 

H.M. JR: You have been out there? 

MR . HOBBS: Yea, air, I was out there the first 
part ot Februaey. 
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H.II. JR: You made a swing around? 

JJR. BELL: He was gone two weeks. 

MR. SHIELDS: One argument has not yet been men­
tioned, and that is the desire of people to invest 
their funds in a seourit,r where their names will not 
be disclosed to the Treasury. 

MR. H.US: Those are about three thousand, too, 
usually. 

MR. SHIELDS: '!'hat is that question of lllbo owns 
this currency that is outstanding today. Some of the 
people are holding currency instead of bank deposits 
because they prefer that the ownership of those funds 
not be disolosed. 

H. ll. JR: How much currency is there outstanding? 

MR. LINDOW: Fifteen billion dollars. 

The argwDent has been mentioned, ~. Secretary, 
that a person who wants to appear to do his patriotic 
duty and buy some banda and then easily change his 
mind later, can, if he buys a ooupon bond, a bearer 
bond, just go ou"t and sell the bond 1n the market; 
whereas, he has some compunctions about trading in 
his E bonds. It doesn't look good. 

So I think the E bonds are more likely to stq 
put than the coupon bonds, in most cases . I don ' t 
think tbare are a lot of those cues, but there are some. 

(Mr. Gamble entered the oonferenoe.) 

H.II. JR : Ted, I want to call New York, and I 
want you to listen. We ar e trying to price thie. I 
want you to hear it ao you can keep Graves posted. 

(The Secretary held a telephone oonversation 
with wr. Odegard, aa follows:) 

• 
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IDIJr: llello. 

Operator! Proteeeor Odecar4. 

.. J'Oh •• 1943 
11111 • ••• 

179 

I!MJrl Bello. Bello. 

Peter 
Odegard! 

HMJr1 

o: 
llliJr: 

0 : 

RIIJrl 

0 1 

Hl1Jr1 

01 

IDIJrt 

0 1 

IDIJrl 

01 

Bello. 

Bello. 

Peter' 

Yee. 

Benr7 llorgenthau. 

Yeah. 

You1 re on the loud-epeaker and we'Te been working 
on thie thing on the prioiug, 70u •••' 

011 huh. 

And, ot oouree, the queeUon oo•u liP I lr.now, 
what are the ideal whioh theae adTertiaiug aen 
are goin& to etrellt 

And I wondered whetiYr 1t wae J .. t a queetion -
are 7ou J .. t geUiDf OJ'I&nlud or are the; goiac -
laae eo•ebo47 eald, Well, tbh ie wtlat the 
!'rean!7 wnte to etrell during thie oomnc -
palp.• 

Well, wtlat va'Te been 4oiDC 1e to 41eoull the 
IUUIIUOne thllt 111'. JlobbiDe ude to Jbo. La Jloo!ll 
the other 4AJ •• •• 

1D1Jr1 Yeah. 

01 • •• • and we'Te been 41eoueelng, tiret, the queetion 
ot .._, the etolll'itlll are colD& to be .... 
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Y ... 

•• • a.n4 ••• • 

Well, that'•···· 

••• • I oalle4- tr1e4 to set Harold and be'• 
out 1n Cbioago. 

'l'bat'• r1pt. 

And then I oalle4 Ted to '" 1t a deo1a1on bae 
been reaohe4 ae to the euot ballket ot .. ov1-
t1ee that were to be eold. 

Well, the sroap- !ed1 e hen nth •e now • ••• 

Ob bah. 

•• •• and the grovp tbat'e 1 n 81 roo•, we're in 
the prooeu ot .. tU1nc the ballket. 

I eee. 

And 1n the d1eouee1on that 0&81 up, tor 1netanoe, 
Juet to g1Te JOU an e...ple, the queet1on 1e, 
well, ahould we let tb1e niW 2i be 80ld down to 
a hundred dollar• denoll1naUon. 

Yeah. 

'Daen 1t we 41d we all telt to be bon .. t with 
the people .. - well,lt'• creatlJ etree• the 
~alae ot the •1• •• • • 

Yeah • 

• • • • and that the .an ebollldft' t bUJ the - the new 
2i 1111\U he'd 'boacJ:It b1e quota ot the •1• - the 
adTUWCee ot the 0 1° our the 2i, do JOU 11et 

Yeah. 

low there an all tho" lt1nd ot thine•· · • • 

• • • • aA4 I ,_.,. • • • 
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Well, ~•• ar e Jun the ttuace we '•• ben talkin1 
about too here. 

Well, t111• wnc- the balk•'· 1t H'• .. ulect bJ 
Wedn .. w n1Sh~. that - that'll be IIOY1ng •erT 
taet. 

'hall. 

Beoau'ee I want to let J OU know. 

Well, now there' • one other t11111C that • .• • 

I aean - I aean I'a go1nc to U. f or WedD .. W 
n1pt, but I oan1 t IU&ftiiUe U. 

Yeah. 

I'll 1uarantee ftlve4aT noon. 

Well, theJ talied about .eo•etl11nc bJ ftlure4a)'. 

Well , bJ !bure4a1 noon I'•• 10t to eettle 1t - well .. .. 
Yeah. 

( telie ae14el Well , no , Fr14a)' noon , ien't i t t ) 
liT !bure4AT n1pt. 

Yeah, bJ !bure4a7 nlpt. 

Yeah, I proa1eecl the people When theJ were here 
the o tiler 4a1 the ll!th ••• • 

Yeah. 

On or before the 12th. 

Yeah. Well, now thare were a eouple ot other 
ttunc• that we were d1eoun101 I thoqllt J OU 
a1pt lUte w .now. 

I would •ei'J' ••· 

One •• the - Wider *1* tl11e clr1Ye ebould be 
oondllloteL • •• 

181 

Regraded Unclassified



HIIJrl 

01 

HIIJra 

o: 

HMJr: 

0 : 

HIIJr: 

0: 

HMJra 

0: 

BMJr: 

O: 

l!IIJr t 

0: 

HIIJra 

O: 

- ~ -

Xeall. 

• ..• and chere ore •••eral tbac haYe been •uc­
geeted. 

Yeah. 

I a .. uaed, or oour .. , tbac tb1a dr1Ye would be oon­
duote4 under the auep1oee of the !reoeur7 War 
F1nanoe Ooaaittee •••• 

Dlat'• r1pt. 

••• • and e1noe that woe true, the queet1on oaae up 
u t o whether \laeJ elaould oall 1t the Beoon~ 
V1ocor7 Loan Dr1Ye, ••• 

Yea. 

• • •• or the Beoond V1o~rJ 8oY1nge Dr1Ye or eoae­
th1na elae. Well, 1n the oouree of tbe d1eouee1on 
1t wae auggeeted that a1noe th1e woe a new eec-up 
and a1noe bo~ orcan1zat1one ware to haYe the 
ent1re 'baaltet, 1t a1ght be called tbe F1ret lfar 
F1nonoe Dr1Ye under Che ouap1oea of tbe lfar 11nanoe 
Ooaa1 ttee. 

Yeall. 

But ~•• or tour or theee nuea are under ooa­
dderoUon and nothlac hae b .. n deo1de4. 

V1oer 4oeen' t l11te cha 11rec War r1nanoe. Be ' • 
lba!Unc h1a head troa 11de t o 11de. 

Who - Whot 

Jooob Tiner. 

Jake 'finer. 

Re - aoaeatar1l7 of Yale Un1Yere1tf. 

(Laqha) lfel.l, tha - the obJaoUoDe ~ the Beoond 
V1UOJ'7 Loan Jllo1n were tbat 1t a1gtaC oonruee 
people 1aco th1Dk1DI ta.at 1t •• another drln 
lllte the DeoMber 41'1n1 llhlob •• oonlllloted 
prettJ larcel.J liJ the f10toJ'J l'luld Ooaa1 ""· 
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Mr. Bell bae band.d •• a 1Up ot paper, and 
hie nue 1a - I t1ret read 1t tile llprins Board 
Ottene1Ye, but I read wrona. It'• the llpr1r~ 
Bond Ottene1••· 

Yeah, nll, that wae one ot the nuu that wae 
41eoueee4 too - the 8pr1ng Bond Ottene1••· 

HMJr: And M1ee J:ll1ott "nt •• a naae - a ae110. She 
th1nlte that it ouaht t o - we ought to keep the 
naae War Bonde. 

Ot 

HMJr: 

Ot 

l!KJrt 

0: 

Ot 

JDUr: 

0: 

lllCJr: 

O: 

Well, one ot the thins• that baa been 1n the 
pioture here 1-a the neouai t7 tor lteap1ng the 
1dent1 t7 ot the War 8n1nae Bonde 1n all tlla 
oopJ, eo that the people who ban been buJ1n& 
War 8a•1nce Bonde will not be oontua.d 1nt o 
tb1nlt1ng that tbeJ ba•• bean abandoned and eo .. -
tb.1ng new eubaU tuted. 

Right. 

And eo we're all agrted on that. Jlow the 8pr1ng 
Bond Ottene1•e would be a good •••• 

Jlo, no, I don't l1lta 1t. 

Rubt 

Beoauee J OU oan't 1ell •OJ- J OU oan't eell anJ­
tb1n&- no, 1t 1 a - 1t a 1n the baeltet alread7, 
the traeh baeltet. 

Yeah. (Laqhe) 

Jlo. 

Well, 8JS7 one ot thete o ther nue• I tb1nlt would 
be aU r1gl!.t. !he - one ot the groupe here, 
tile trw1n VueJ people who ban .. de th1e ni'J 
oaretul aaal.Je1a ot tile tara .. rket •••• 

Yeah • 

• • • • ea7 tlsat· one ot the .. J or obetaol•e 1n the 
07 ot taraere bur1ng War &onde baa been the -
tile e~r1enoe tll81 bad w1 til the LibertJ Bonde 
where tls&J loat aoneJ on thea, and t11e7 aigbt 
1deot1f7 'f1otoi'J Loan w1 til the 'f1otoi'J Loan -
tile t1tt11 L1bert7 llon4 Dr1•e, 1dllob wae oalled 

(oont.) 
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a 'f1atal'f Loan Dr1n, an4 tht7 •ue& .. te4 that 
that 111pt ~. ell r1Cb' 1n reaah1q a 110re 
11a1te4 aarket, but ~en J OU were appl&l1q to 
• aarket ruDn1nc to up t o 6o 111111an people, 
that tb.ere a1pt ~~ eoae aontue1oll troa that -
that 14ent1t1oat1aa. 

Well, Oaa~l• ·Jutt ll.an4e4 •• eoaethlnc vbiall. I 
like Yll"7 .Uab. You ga t a peno1lt 

Yeah. 

S.aoa4 V1atol'f War 8on4 Dr1n. 

Yeah. 

8eaan4 'f1otol'f War 8oa4 Dr1••· 

'ftlat .... , t o •• to - t o Mltl an avtul lot at 
111111· 

I like that ••1'7 auoll.. 

Yeah. 

I reooaaen4 that t or oaretul aane14erat1on. 

All r11ht. (LaUShe) 

Let •• Juet aek - Ba~~~ 11 ll.ere. ( Talk• ee14el 
Bow 4o JOU 1.1ke tb.att 'lfll.att Yeah.) Juat • 
1111111'-· Well, &D7ft7· ••• 

Ob, one ot tbe - bow 414 So~~~ like 1 tt 

Vbot 

llo~~~ - 414 70u aek b1at 

Bo'b'be 1.1ke4 1 t, 7"• 

1Jb bub. !bat' 1 pret\7 
1
laaa, the Seaon4 V1atal'f 

MN- lon4 Dr1n. !bere 11 lie •.•. 

You oou14 aut ott the vor4 1 dl"1n' • 

(Laqbe) Well • •• • 
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Bell would - IU8geeted Second V1otorJ War Bond 
Loan, bu t I • •• • (falke ae1de: lot ) 

'leah. 

Well, War Loan Dr1••· Well, let ' • ettok to what 
J OU'•• go t - JOU 111 - atter all, that • what 
th••• proteee1oaale are up there t or , theee agen­
o1el, 

Yeah. 

Blat S.oond \'1otol"J War Bond Dr1•• - U eounde 
prettJ sood t o ... 

Yeah. Will, I th111k tbat eoae\hlq 11ke that 
wlll - ubod11ng 'both t ho .. 1de&~ . 

V1Dtr NJI that IIObOdJ g1Y .. a daan abOUt aft1 
oou1~tee. 

(Laugbe) Yeah. Well, I th1nk that UJ be t rue 
exoep, . .•. 

Be •1• exoept the aeabere ot the ooaalttee •.• • 

boept tor the people on the oou1ttee. 

fhat11 What f111ar NJI• 

Yeah. Well • • • • 

low 11bat 11 .. haYI J OU got, beoauee I'•• got • 
OOI&J)le ot o 1:ber UUqe . 

Well, that ' • about a ll we bad hen. I wan \fd t o 
t1nd ovt bow tar along the deo111on wae •• to 
the • . • . 

Vel!! I'a - I'• not - I'a fo1ng t o etlok t o Q 

pro 1e, on or betore the 0 2th. 

lib. huh. 

het 

Yeah. 
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l ow wbat I wanted t o aek J OU waa tbia, onoa 
we dao1da what the baekat h •. .. 

X.ah. 

IOCJr: ••• • I YarJ euoh want aoaebo4J l Ute Dr. L11r.ert --

0: 

HMJr: 

o: 
IOCJr l 

0: 

RMJ r : 

0: 

HliJr: 

O: 

HliJr : 

0 : 

ID&Jr; 

0: 

IIICJr: 

O: 

Yeah. 

..•. I w1ah J ou 1d uke a note ot tbia -- t o Mka 
a YarJ quick oheok tor •• •• t o what the p eople, 
parUollla.rl J the two t o three thoueand dollar 
1nooaa group ••• • 

• ••• would be - the .oet attraot1 v a Wng t o thell. 
l ow, ot oo~aa, 1t we baYa - let oaa ot tboaa 
ageno1ea ' t hat Oallvp wortr.a w1 th - the7 111gllt n n t 
to uaa Gallup. I doa 1 t oare. 

Yeah. 

( !alka ae1de: Wbat'• that - what'• that ageno7 
tbat - Youna and Rub1oaa. ) 

Yeah, tbat'a Oallup. 

But - but I want aoaabo4J , Juat aa eoon a a the 
baalr.at 1a deo1ded on •••• 

Yeah • 

• • • • el ther Oallup or L1kert or aoa ebo4J • • • • 

Oil laub • 

• • • • to uke a tlar .. -4&7 obeok qu1ok •• t o wbat -
what I 1 Ya COt 1n a1nd 1a tbia , leaYlftl 1t t o 
ae I 1 4 11ke to etreaa t he - the - the an t1-
1nnat1oaaJT aJII].e t o bUJ1n& the bonda, J OU aeet 

Oh, 7011 wouldt 

I wolll4. 

l ow 1:b1e •• • • 
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Row I don'' - JIOW \bat' 1 Ult RJ I teel.. 
'!here 1 1 eo•• head-lbak1DC, but wUh el.l. c!llt 
r"peot 'o •••l'Jbo47 1a Ule l'Oo• 1nolu41ac 
.,eel.f, nobo47 ltnowe unt11 J OU 10 out 1a Ule 
f1tl.d and a&l people. Do J OU teet 

Yeah, well. • • •• 

And I'd l11tt to get down - 1t Jou 1 4 • ., to thett 
people, "Al.l r1ght , Mr . llorgen\bau t&Jt vlaat 
do J OU th1Dit are the t1•• or e1x beat po1nta at 
to how we ooul.d ael.l. th1t thlngt • 

Yeah. 

And then g1n 1 t a t1tl4 oheolt thl'Ough Gallup 
or L11tert. 

Row - or through the •n thtt - tbat Fortune 
U .. l, JOU t eet 

n•er Roper. ,.u. 
Yeah. But I - I 1a Yer7 1ne1atant tbat we get 
a f1eld ohaok on tbat , Peter. 

Yeah, well., J OU ltnow thtt we ba'lt a 'Ul'J caref ul. 
atudJ of \bat of the taN czocup, •• to vlaat tlle7 
prefer. 

Wel.l , then tl»t - tbat'a done, but l.et'• do 1t 
t or \ba reet of the ••e Ml'ket. 

Yeah, we oan - we oan do a r aolltok on that. 

But I •.-n the wboh •net. 

Yeah. 

Par\1eul.arl7 the faotol'J worker• - I •eaa -
now ~ear tel.lt •e that ht 11 got people tbat 
are earn1ac t500 • we&l. 

'hall. 

low how art we &0111C to reaoll th•, and.vlaat 
woul.d appeal. t o a th1p-bu1l.4tr gett1ng 500 a 
wetlt - wbat lt1nd ot oopJt 

• 
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Yeah. 

t oll ... , 

X oil' re oocoerned w1 ~ the - w1 ttl the aou n t1on 
and DOt wUh what k1Dd ot a eaolli'Uf wollld be 110at 
attraot1't'e. · 

Ro, no, onoe the b&eket 1e deo14ed •• •• 

Xeah. 

.... attar !tlure4aJ nictlt I want ttlie AdnrUelq 
CollDoll t o so 1cto tlisb-s•ar • ••• 

YeAh. 

•• •• and t1el4-teet ttlie ttliq ae to OOpf. 

Yeah. 

&eat 

Yeah. -
Doee that aake eeneet 

It doee, f••· We'd ba't'e to get on U pntt7 taet, 
f Oil ltDOY, to cet Uf reelllte that would atteot the 
oopf tor April. 

1111Jr1 Oh, feUl. Yell, three 4a7• 1e eDOil&Jl. 'DleJ oan -
the7 oan •• •• 

0: 

IIIIJr: 

O: 

IDIJr: 

0 : 

Well, ttleJ oan 4o a telegraptlio poll. 

All r1pt. 

Yeah. 

lloaettliq. 

Well, I'll take that ap. lllaat - what alee do fOil ..... , 
IIIIJr: Well, do .. that - ~t' • about all. Let ••· • .. 

( tal.ke a aide: A117bo4T eleet) Did he get hie 
ad't'ert1a1DC .. D, 4o fOil kaowt 
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Be - he 11111 t here. 

Be' 1 DO\ theret 

Well , exoept llr. La lloohe, Wbo 11 pr .. 1deU ot tile 
M nruunc CoWio1l, ud all tile oopJ writer• Wbo 
haTe worked on !reetUI'J oopJ betore are here. 

Well, tile un ~t he wae trJ1nc t o an wae • aa 
b7 the naae ot PMbo47 ot Borden'•· 

0 11.. Wel l, he' e no t here. 

Be ' • not there. Wow do JOU want Tedt 

Wo , tllat wae - I Juet oalle4 Ted to eee 1t he 
knew whether the haeket had been eettled. 

Wo, no , beoauee • •• . 

Tel l 'hia 1 111 eee h1a ton11bt. 

You'll ••• h1a tiD11bt. 

leah. 

OltaJ. 

It l llTe. 

Whit 

(Laupe) 

What'• the .. tter up theret 
' Oh, 1· Ja•t lett eoae uok oh114rell. 

Oh . In J OIU' taa1l7t 

leah, u4. •• • 
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• Well, that •···· 

•••• and I ~nk I'a eutteri-c b7 eJWPatbetio 
ia.teoUoa. 

lfha t lla,. the;r go tt 

Oh, whooping oo~ and einue inteotioa. 

Oood Ood! 'llhioh do ;rou teel ;rou' •• CO" 

I t .. l I ban both. 

I .... 

( Lallgha ) 

Row 11 the A4nrthiag Oouaou wortias' Are 
the;r ooop.ratiyet . 

'l'he;r're TlrJ oooperati'le. 

Are the;r read;r to, got 

I11, indeed. 

Ooo4. 

.. 

I think the:r 111 wort out ••r:r well. 

Well , I'll - well, ~etore the - the aot1••• 
aad the pointe that are going to ~. etreue4 
ud all that, 8 Pape• nnu to ••• th• hlault. 

F1ae. 

I want to ••• thea ., .. lt. 

You "bet. 

lut I .•.. 

Well, thank :rou, 

!bank 7011. 

OooO:re. 

• 
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H.ll. JR: The thing going through my mind is I 
would like to have whoever these district sales managers 
are going to be - I would' like to have a coupl e of them 
in here Wednesday and tr,y out this basket on them, I 
want to tell this to Robbins now because we just sit 
here - I would like to get three or four of these fellows 
in here . 

MR. BELL: You mean the executive managers? 

B.M.JR: Well, yes. I mean, we are going to have 
the committee in tomorrow, but I would l ike to have 
these salesmen in here. 

llR. BELL: Wednesday is all right. 

H.~. JR: I thought I would tell Robbins . Would 
you do it? 

MR. BELL: I will call them, or Hobbs oan, unless 
he wants to do it from out there. 

B.ll.JR: I will ask him. 

lo!R. VIlER: Do you think it would be worth your 
while to contact one of these savings and loan people? 
They are the people who have had over the years contact 
wi th that level. '1\J.e invesb:lant bankers have not . 
The savings and loan people know the important fart 
of this level you have to reach. They know thelr 
savi ngs habits and their innstment habits, whereas 
the investment bankers do not deal with that level. 

lo!R. ROBBS: The savings and 1 oan crowd was very 
helpful in December . 

lo!R. WOO~VARD: I think that will be true of the 
insurance salesmen, who reach ~hat same level. 

llR. VINER: Yes, that is right. 

IIR. HOBBS: But that is pretty well aet up, too. 
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liR. BELL: Do you Will t me to go on with the basket? 

H.M. JR: I thought you were through. 

MR. BELL: I only disousaed the two a Iii a half. 
Next is the two-percent bond, and the question of 
whether there would be a one and three-quarters or 
a two-percent bond. 

There seems to be quite a demand throughout the 
country for a two-percent bond. Burgess' co~ittee 
said that one and three-quarters would be very popular 
with the banks, but he recommended th&t we include a 
two-percent bond this time because there would he some 
individual money go into it and the country banks would 
like it. 

He said, '~Ne recommend a two-percent bond. • 

We say a two-percent bond, December 15, 1950- '52. 
New York again will probably recOJllllend a September. 

On that sheet you will notice that the December 
is nine thirty-seconds and the September is eleven 
thirty-seconds premium. 

H. I.!. JR: Again, when did we do the last two­
percent? 

IIIR. BELL: 
you remember. 
for it. 

October was the famous two-percent, 
(Laughter) We got criticized so much 

H.).{.JR: What was the date on the October? 

MR. :t.ruRPHY: '1ha t is the lofa r ch ' 50- ' 52. 

MR. BELL: There was a billion nine sixty- three 
million. 

H.M. JR: That was the first one? 

• 
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)!R. WRPHY: 7/e had a whole aeries of two 1 s. 

WR. BELL: That was a complete aeries. We had four 
of them. That was the last one of the series. 

H.M.JR: When was this ? When did we offer thi s? 

J.!R. BELL: October 1942. 

On September 15, 1950 there is one billion one' 
hundred eighty-six million of two and a half taxables 
callable. 

H.M.JR: When is that? 

MR. BEU.: September 15, 1950, a billion one hundred 
and eighty- six callable bonds, two and a half's. 

June is open as far as the first call date is 
concerned, and December is opened. You certainly should 
not go to June because that would be going backwards 
from your October issue . The December would be about 
three months longer. 

IJR. MURPHY: That is right. 

J.!R. BELL: Longer than the October. 

J.!R. MUR'PIIY: September just follows the pattern. 

l.!R. BELL: September is exactly the pattern we 
followed in October. 

The December is probably rich enough, but, as 
~urr~ says, there is not ~ah difference, and New 
York feels str ongly about the September. 

H.Y. JR: Does New York feel strongly? 

lo!R. BELL: I haven 1 t talked to them enough to 
see how strong they are tar it, but they have suggested 
that in qy telephone conversation with Bob Rouse . 
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You haven't contacted Piser yet, have you? 

l.!R, lJURPHY: No, · sir . 

ll.M. JR: Supposing you do that before this after-

l.!R. MURPHY: Yes , sir. 

!JR. BELL: 'lbs.t would be a straight banking bond. 
That would be open during the drive to the banks for 
two billion dollars. · 

194 

The next marketable security would be a seven­
eighths-percent certifica te. That would be for a maturity 
of April 1, 1944. That would also be open to the banks 
for two billion dollars. 

In view of the fact that the certificates go so 
well , we recommend that that be opened on the 12th to 

·- the banks and leave the two-percent bond for the latter 
part of the drive. 

So your basket would consist of the two-and-a-half­
percent tap, two-percent, ten-year bond - or nine-year 
bond - seven-ei~ths-percent certificate, series E, F, 
and G bonds, anC! the tax notes. 

H .~. JR: You haven't got that on one sheet for 
me? 

liR. BEJ.J..: No, but I em do it nry readily. 

Series A tax notes a re not important in the picture 
and were not important in the December drive. 

If Congr ess paaaee the pay-as-you-go bill they 
might well be wit hdrawn. Whether that wi l l be in tima 
to be withdrawn for the April drin , we don' t know, of 
course, at this time. 

liR. HOBBS: Couldn't they be? 
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MR. BELL: You would recommend that the basket 
just consist of the series C tax notes? 

~t. HOBBS: Yes. There should be no moral credit 
to an investor for buying an A note; they are there if 
he wants them. 

MR. BELL: I am not so sure ther should get a lot 
of credit for investing in C notes. 

There have been a number of suggestions that we 
simplify the basket by reducing the n11111ber, but we feel 
that that cannot be done in thie drive. 

Maybe before the next drive you will want to t ake 
out F and G savings bonds, and maybe you wil l want to 
confine it to, sa1, three issues. Possibly by the time 
of the next drive you may want to segregate the bank 
borrowing and the non-bank borrowing. 

This tim6 we think, in view of the fact that the 
public has begun to look upon this drive as a thirteen­
billion-dollar program, that i t would not look very well 
now to separate them and go back down to eight or nine 
billion. 

H.II. JR: I tell you what I would like to do. I 
would like to atop DOll' and continue--

1m. BELL: I have one more item, it you want ~o 
hear it. 'lhat is the refunding of the May 1 matur1ty 
of a billion aDd a half certificate s and two hundred 
and eighty-nine million of Commodity Credit notes. 

H.Y.JR: I would like t o start again at two-thirty, 
with the a1111e crowd. And I would like you here, 
Oemble. 
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John 11. 
Ptblel 

H11Jr1 

PI 

HIIJr: 

P: 

P: 

HXJr: 

P: 

HIIJr: 

P: 

IIIIJrr 

P: 

HICJr: 

PI 

IIIIJr: 

PI 

HIIJr: 

Yea, Jbo. 8eoretal'J. 

llarob a, 1'~' 
12156 p.a. 

Ia there an:r new atatua on Mart1n1quet 

Ytl, there 1a. We are bol41nc up on the a1111oa 
dollar• a .onth tor the1r lh1paenta to thea at 
the requeat ot the State Departaent. 

Bow lon& hae that beent 

We haT en ' t 1uued 1 t tor the aon th or Xaroh :ret. 

I aean how l oag aao 41d JOU get that requutt 

We got 1 t juet before tbe end or the aonth -
the end or J'ebrual'J. 

Wel l, nobod7 told ••· 

I had a 
lind 1t 
toda:r. 

aeao read7 to co to :rou, but I d1dn 1 t 
tbrouch beoauee Mr. Paul waan't here 

Wall, I aean - the end ot the month wee Februar:r. 
t'hle 1a the 4th ot Maroh. · 

Well, what illl:r told ae , Mr . Saoretar:r, wu that 
the:r would oall ue baok on the 2nd ot llaroll •. ~. 

Yt~ . 

• • • • and then tlle:r 414ft' t oall ua beok, and the:r 
J••t 1&14, well, the:r'd - the;r 414n ' t. H.1 an:r­ihlac det1n1te, 1n other worda. 

lut 1n the aunt1ae, :rou 're llo141nc 1t up. 

'1'11at1 a right. 

I like to know tllo .. th1nga. 

WilT, I ltnow :rou do, and I'll ce t a aeao to :rou. 

Yuh, but I aean - 1n the old da;ra, I u11d ta 
lit th .. till .... da:r. 
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P: All r1gb~. Well, I'll - I'll trJ to aet 1t to 
7ou Rre proapU7. 

HIIJr: Be •• po4 •• J"OU uee4 to be. 

P: All r1gbt. 

HIIJra An4 I'll be eaUet1e4. 

P: lee, 11r. 

HIIJr: fbanlt J"OU. 

P: Rl.aht. 
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FINANCING 

Present: lolr . 
Mr. 
lolr. 
lolr. 
llr. 
Ur. 
J.lr. 
l.!r. 
Mr. 
'l.l r. 

Bell 
Haas 
llurpby 
Gamble 
Ticltton 
Lindow 
Shields 
Woodward 
Viner 
Hobbs 

Karch 8, !943 
2:40 p.m. 

H.M.JR: AU right, kr . Be.Ll. 

L!R. BELL: I checked wi t b Jesse Jones on his Fannie 
J.!ay mortgages and be says that all tltat they have done 
so far ia to write to the people through ?.hom they got 
the mortgages. They always give t hem the first oppor­
tunity to buy them back. 

H.U.JR: Did he know about it? 

MR. BELL: Yes, be had the fUll story. 

H.loi.JR: ~ithout cbeckingY (Laughter) 

MR. BELL: lie said,'"l'hia ia Just an inquiry. " Be 
said, "They are comin~ in, and a good many of them are 
interested," but he sud there bad been no offer yet , and 
that they ~ould be glad to hol d any offer they make up 
until llay, after the arive is over. So that is settled. 

That ia all I had to .look up in the interim. 

Do you want to cont i nue aoae of the things George 
was checking on? 
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H.U.JR: I would like to continue on the issues 
the111se!ves . 
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tAR. BELL: I have another ite111 or two on the program. 

H.lr\ . JR: We were going sort of fast at the end. I 
didn 't get everything. You ~ere going to give me a sheet 
of paper showing what issues you had in mlnd. 

!!R. BELL: Yes, but I didn ' t. 

Ilk • ltlU JU> HY : I had thought t oat I •as going t o do 
it. 

Mh. BELL: Did you? 

MK. ~rortPHY : No, I have a lot of other sheets of 
paper, but I forgot that one. 

H.M.JR: We only got aa far as savings bonds, didn ' t 
we'f 1\e said we would keep those and then somebody 
said be hoped we wouldn't have any tax notes. 

MR. BELL: Mr Hobbs said be hoped the Series A 
tax notes would be eliminated. If Congress passes the 
pay-as-you-go bill, by that t ime they should be eliminated, 
anyhow, from the series. But I ~ sure that eccles won' t 
agree to eliminate Ills favorite Series C, 11hich is the 
dual- purpose note, you know. l t gets investment funds 
as well as tax funds . 

H.M.JR: Does anybody want to eliminate thatr 

IIR. HOBBS: Just the A Notes . My thought was if 
~ongress had not compl et ed the tax legislation that 
we could not include the A Notes in the basket, even 
though they were still available. 

llR. BELLI They are reaHr not important - sixty­
six million, 'llasn' t i t , l ast t me'f 

WK. LINDOW: I think t h.at is right. 
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K.M.JR: In the whole driTe? 

MR. BELL: Yes , sir. 

MR. HAAS: Your point is that they really duck the 
drive. 

MR. HOBBS : Yes . They ought not to receive credit 
fo r participating in the April dr l ve t hrough the purchase 
of an A Tax Note. I think that figure was eighty-eight 
in December. 

Wit. VINER: I would lib to bU¥ them in .r.!arch. I 
hope you don ' t have any objectione. (L&ufhter) I mean, 
from the taxpayer' s point of Ti ew. I don t know why 
the public hasn't responded to them. 

MK. BELL: He means just eliminate them for the 
drive; keep them out of the basket. 

MR. VINER: That is right. They are not valuable 
enough to the . 'l'reasury. 

H.M, JR: The seven-eighths certificates - lihen would 
they be offered? 

YR. BELL: They would be dated April 15, and they 
woul d be in the basket right from the beginning; open 
to the public al l the way through the driTe, and ~pen 
to the banks the first three d.a7a of the drhe. 

H.M.JR: Now you can fix this up for me for to­
morrow. 

MR. MURPHY: Yes , sir. 

Mlt. VINER: Is that a possibJ.e Ylay of adjusting the 
rate if the rate is a litt le too good - to make the 
interest date begin, say, a week or two weeks af ter 
the iesue date? 

lllt. H.US: That waan' t the purpose of that . 
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Mit. VIN!.R: I know, but I 11aa just thinking -
could you tailor a rate that way? 

MH. SHIELDS: I should think you could. You can 
certainly increase the attractiveness of' it by doing the 
reverse. 

Wk. VINER: ~d t hat has been done, too, hasn't i t? 

Uh. ~. IELDS: Sure • 

J.!X. VlliER: But you haven't done the other thing? 

Mr •• BELL: The interest ought to run from the date 
of the obligation. 

Mit. HAAS: If you swing it way to the end, eve I)' -

body will hold up until the end. 

MH. BELL: You wouldn ' t have it bear any inte1•est 
fo r the first ten days? 

J.!R. V fNER: 'f.es. 

YR. B£LL : I think that y,ould be a peculiar obliga­
tion, dated April 15 and bearing interest at seven­
eighths percent from and after April ~. No. 

H.K.JI\: No. 

MR. BELL: I think you could do it , but I don't 
think it makes--

MR. SHIELDS: I think you would have some trouble 
in sel ling it . 

MR. till JtPHY: It seems the people should. be given an 
incentive to subscribe early and give t he dr~ve momentum. 
To do that you have to give the early subscribers over 
the late subscribers, something in the wq of accrued 
interest . 
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H.M.JR: I don't think that is such a - the 
seven- eighths certificate for the banks the first three 
days? 

MK. BElL: Yes, sir. 

H.M. JR: Right at the beginning? 

l4R. BEll: Yes, sir. 

lffi. SlliELDS: And limited to ho billion from the 
banks. 

Int. BEll: Yes, sir. . 
H.M. JR: You are going t o li.mit it to-- all that I 

want down, Henry--

MR. MUHPIIY: Yes, sir . 

'H.M. JJ:(: The banks the first three days, and limited 
to tv.o billion. 

Mit BEll: Two billion from the banks. 

loUt. VINER: \rhat limit announced? Is the limit to 
be public? Are you going to say they a1e to be limited 
to two billion? 

H.U. JR: Yes, for the banks. 

loffi. .IIUHPHY: It -.rould be in the offering circular. 

H.W. JR: And then open the rest of the time. 

MH. BEll: Open the full period of t he drive to the 
public . 

H. !A. JR: And the ho pe roent - that ia what 'f The 
seven-eighths certificate--
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MR. BEll: 'l:he one we are t&J.king about is the seven ­
eighths certificate. 

H.M .JR: Open for the banks the first three days, 
l imited to two billion , and open to tue public for the 
life of the drive. 

MR. BELL: That is right , 

H.loi .JR: The two percent bond, ' 50-' 52's,open to 
v;hom'l 

U~ . BELL: To the public, non-bank investors, for 
the period of the drive, and open t o the banks for two 
bi llion, say, for the last three days of the drive. 
In other words, the bank security on the 1st, tne begin­
ning, and one on the end . 

H.M.JR: The banks the last three days for two 
billion? 

MR. BELL: Two billion dollars . 

H.M.JR: Now, that gives you four billion f rom the 
banks and you expect another billion, don ' t you? 

WH. BEll: ke expect four billion t~o from those 
sources, and then eight hundred million dollars f rom 
Treasury bills during the month. 

H.M.JR: That gives you the fi ve bil l ion? 

MR. BEll: Yes, five billion from the banks. - Trea­
sury billa probably won't be in the basket. 

H.M.JR: I want the whole picture. The t~~ and a 
half percent bond, that ia non-banking? 

UR. BELL: Yes , straight through. 
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H.ll.JR: We hope to get how lllUOb from this? How 
many are you going to sell? Some bod¥ has got to go out 
on the end o! a limb. 

lffi. BELL: I don't know, but I hope we will sell 
all of those securi ties, exclusive of the five bi llion 
you have down there to banks - nine billion dollars. 

H.M. JR: Yes, but the two and a half - how many? 

llR. HAAS : We made some guesses. 
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YR. TICKTON: It is all on here . (Chart entitled 
"Financing Progr8lll SUggestion C 1" handed to the Secretary. ) 

H.ll.JR: This is where Haas bows to you? (Laughter) 

MR. BELL: I woul d like to think about it first. 

1m. TICKTON: We laid this out on the basis of 
fifteen billion, five f~om banks and ten from non-banks. 
\Ve set forth these figwres--

H.II.. JR: 'ilhat is that (indicating), two eight? 

KR. TICKTON: Yes, sir. 

H .~. JR: How about it, don ' t you have to get three 
two out of this? 

YR. TICKTON: That isn't all individuals. This is 
just by securities. 

KR. WRPHY: Aren' t those figures without F and 
G' s in the drive? 

llR. TICKTON: That includes E Bonds, but E, F, and 
G are to be in there. There is probably plenty in the 
E, F, ·and G. That includes E Bonds; that w~uld allo~ 
for adding corporations in on B Bonds, but 1f we don t 
add corporations in on E Bonds, you have the same 
figures . 
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H.M. JR: When you are all through, how much for the 
ho and a half? 

M.l!. TI(.'KTON: Tv.o, eight, something in that neigh-
borhood. 

H . t~ . JR : Have you (Hobbs) figured i t ? 

Wt. HOBBS: No, sir. 

H. l.!. JR: You don't want to figure it? 

MR. HOBBS: Not this afternoon, ~r. Secretary. 

H.M.JR: I will put down - I have to put dom some-
thing - tv.o, eight . And savings bonds, E, F, and G? 

MR. TICKTON: A bill ion and a half. 

H.M.JR: And the tax notes? 

Mk. TICKTON : Two billion. This is on a basis of 
ten billion. we have two billion two. 

H.M. JR: And the billa· - eight hundred million? 

llR. TICKTON : r-ight hundred million . 
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H.lf .JR: Look, the way I v.'OUld like you t? d? i s! 
say seven-eighths certificates; then up here (lDdlcatLDg) 
would be a heading "banking• and "non-banking" - if. you 
would put down under the banking column, say, two b1l!ion, 
and then across here (indicating) whatever else they ex­
pected to get; then the total on the aide. 

MR. MURPHY: Yes, sir. 

H.M.JR: Do you follow me? 

MR. }(UI\PHY: Yes, I do. 

H.W . JH: The t.o and a half percent , have two columna 
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here; here would be the description, down here, seven­
eighths, banking, non-banking; under each, so much. 

J.\11. MURPHY: 1hoae are Mr. Tiolcton's estimates. 

H.M.JR: You fellows have got to give me aomet ning 
by tomorrow morning. 

lffi. BELL: We will give you something. 

H.M.JR: That ia the way I unt it. Then th6 total 
out here ( indicati ng) , and then coma down the co1uan, and 
then the total here - down here in that corner ••ould be 
fifteen billion dollars. 

Mh. BELL: Is that what you want to shoot for? 

H.M. JR: In this room, here, yea. We have to have 
our receipts at fifteen billion . Isn ' t that ~hat you 
said? 

l.ul. BELL: We need fifteen billion, but I said 
fourteen billion as a public drive. 

H.M.Jk: I am not arguing about that, but in the 
room here , I want to know ~here I can get fifteen billion 
do!J.a ra. Then somehow or other get it so that I know 
tbat the aeven-eignths starts off for the first three 
days for banking and the two percent, ' 50-' b2, ~ou!d be 
at the end - the l as t three days. 

lffi. WIJRPHY: Han an extra coJ.umn for time we offered. 

H. M.JR: Or another sheet - I think another sheet. 
Give me a time-table on one sheet and the estimates on 
another. I think we definitely ought to have fifteen 
billion in sight. 

You don ' t suppose, gentlemen , that by calling up 
Mr. hco!es on the ' phone that could be put into a tele­
gram and sent out to the t•elve preaiden~a ~sking them 
to lave an answer in here V.eaneaaay 1110rn1ng t 
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MJt. BELL: You mean this basket? 

H.M.JR: Yes . It would be a big advantage. 'foday 
is !'onday. \Jive them one day to think about it , and 
have the answers in nere from them Wednesday morning. 
Ot11erwise , you 'l'lon' t be sending it out until tomorrow. 
You won ' t get the answer until •hursday. 

· :.m. BELL: It is a questi on of v.hether you want to 
send it out . You have the executive committee here to­
morrow. 

h.U.JR: Supposing I call up ~coles and ask hia • 

.I.IR. BJ::LL: I think really you should send it out -
or• we s, auld send it out--

H.M.JR: I mean, over my name, asking to have an 
answer here on my desk llednesday morning. We always 
have checked with them. 

MR. BELL: Many times, not always . We don 't get 
very good reports from some of them. 

H.U. JR: It makea them feel good. 

YR. BELL: I have no objection. 

H.U.JR: It saves a day, if hccles doesn ' t ob ject. 
1 don ' t want to call him juat new because I have thia 
call coming through from Robbina at three. Can we go 
on wi t h the next thing? 

WR. BELL: i ou were going to do some more work. on 
some of t hese items - five-hundred-dollar denominat1on. 
Did you dhcusa that any further? 

MR. HAAS: Yes, we di scussed that and the reservea, 
and t~ question about t ime deposita and interest rates. 
Henry has the whole batch of material on that all set . 

You didn't diseuse it ~ith the ~eoretary - t he 
excbange"f 
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MR. BUL : Ho, I was gettlng up the loose ends that 
we left this morning. 

MR. HAAS : ile are a!l set , 
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hU(. l.!UI\I'HY : I s it all right to take up time deposits? 

h . JA. Jlt : An ything - I don't care . Let ' s clean up 
the loose ends . 

u,,, II!!IRI'HY: \,e secured quite a bit of data on time 
deposita during the interim. 

H.I<LJR: wonderfu l. Did you have t ime to have 
lunch? {Laughter) 

MR . MURPHY: he had some lunch, too. 

That is the amount of t ime deposits in the United 
States by Feder&! R.sel"Ve distri cts. {Table entitled Time 
Deposits , Summary by Federal Jteserve Districts,copy attached. ) 

H, l.!.JR: That is much bigger than what you said. 

~11\. WR!'HY: The figure Yr. Haas quoted represented 
ti1ne deposita of me.mber banks. This includes '!"ltu&J. . 
savings banks, also . It is the total of all t1me depos1t s 
held, member and non-member, co~ercia! ban~s and mutual 
savings. 

H.U. JR: Thefigure t his morning was fifte en. 

MR. lfiJRPHY: That was for member banks. 

H.M. JR: And this is the worka'( 

MR. MURPHY: Yes. 

lffi. BELL: How much? 

H .~.JR: Twenty- eix bill ion. 
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},(J(. MUIU'HY: These are the 81lme figures by ~tates 
I t snows the amount at the beginning and end of the ye~r 
and change during the year. (Copy of table attached.) ' 

li. !J.JR: Tv1enty-six and a half, then increase from 
one year to another of five hundred and f ifty-nine 
million. 

Uk. BELL: lidlf a billion increase ; is that all? 

~. MURtHY: Yes, it is really a very set f igure; 
it nasn't moved much for t he past f i ve or six years. 

MR. BEU.: The demand has increased about t en 
billion in the last six months . 

Mlt, l.!UilPHY : Demand figures are highly dynamic; the;y 
increase rapidly,but time deposits are the same as in ' 29. 

H.M.JR: This is the same by ~tates? 

MR. ~rur<PHY : One is by States and the other by 
Federal l!eaerve di stricts. 

H.W.JR: 1hat is very snappy, Mr. V.Urphy. 

lffi. Whi'HY: l nank you . Naturally we had the 
figures in prett y good shape or it couldn 't have been 
done in that t ime. 

H.W.JR: Don't belittle yourself. (Laughter) 

~hat does this mean in te~ of excess reserves -
anything? 

MR. MURPHY: Very l itt le, Mr. ~eoretary. With 
mutual savings banks, of course, excess reserves are not 
a legal. category, and the same ia true for non-member. 
banks . For member banks the required reserves on aav1ngs 
deposits are only six percent , so reaervea are not mu~h 
of a limiting factor in determining the growth of sav1nge 
deposita. 
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MR. BELL: Less tha.n a billion dollars of reserves. 
~avings deposits , seven hundred and eighty million. 

MR. MURPHY : 1'bat sounds about right , yes . 

H.M.JR: that are the deposits in banks besides 
these·t \1hat are the total depositsY 

WR. MURPHY: About seventy- five bi!!ion. 

H.~ .JR: About a third - this represents a third? 

UR. J.ll.IRPHY: They probably - well, I think Ur. 
Be!l's figure is more accurate. He says over eighty. 

MJ1 . HAAS: Eighty-t~o . 

MH. MURPIIY : We have corresponding figures for 
demand deposits , Mr. Secretary. 

H.M. JR: ~bat do we do with this information? 

MR. MURPHY: I would say that it indicates that 
time deposits are not, from a dyna~ic point of view, 
competing funds - absorbing fu.nds , in competition with 
Government securities . That is , they are just about 
holding their own . 

I now have the data on rates you asKed for. Those 
are the data for mutual savings banks. (Tables on rates and 
number of mutual savings banks, copies attached . ) 

This shows the average rate paid by "'tates. 'lhose 
are the only ~tates which have mutua! savings banks -
that is, only one bank. T~e:e are the n~ber.of banks 
that are paying each spec1fled rate (ind1cahng) • 

H.M. JR: What does twent~ -four mean Y 

MR. I&Uh.PHY: Twenty- four banks paying one percent. 
Lloat of those , l.!r. O>ecretary, are in New Jersey where 
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the State superintendent of banks has limited the rate 
that can be paid by any class of banks on time deposits 
to one percent. 

H.M. JR: I am surprised at how lll8Jl1 pay two and a 
half. It is not awfully important, gentlemen, is it? 

MR. l.lURPHY: I wouldn't say so. 

WR. WOODWARD: No • 

H.M.JR: It isn' t terriblr important, is it? 

IIR. 1'/00JJNARD: No. 

l!R. IIURPHY: There are the corresponding figures on 
all member banks - the rate they pay on time deposits. 
(Table entitled "All Member Banks, Average Rate of Interest 
on Time Deposits" handed to the Secretary, copy attached.) 

They are on a little different basis because this is 
the figure obtained by taking the total amount paid in 
interest compared with the total amount of time deposits ; 
and it therefore reflects the net effect of a complex 
srstem of rates. You may have two percent on the first 
five hundred and one quarter of one per cent on the margin 
amount . It is also hard to get two percent because you 
have to leave your money undisturbed during the whol~ 
period. These are the actual interest payments as a 
percentage of actual time deposits. 

H.M, JR: That is a good job, Henry. How important 
is it to oo at it from the other side - to ~et these 
people subscribe up to a certain amount? 

lfR. HAAS: We dis ous sed that a good deal , and Mr • 
Shields kept a score card of pros and cons on that. 

H.I!.JR:. Le t 's hear from him. 
I.!R. SHIELDS: The arguments in favor , of c~urse , 

are some of the ones you heard this morning. F1rst , 
commercial banks are placed at a disadvantage as compared 
with mutual · savings bank a in getting these deposits; 
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second, it represents a fonn of compensation to banks 
whi ch render a service to the Treasury; third, small 
banks have the excess reserves and generally get higher 
rates on their loans and investments, and think two 
percent does not compensate them for the cost of doing 
business. 

H.M.JR: We ere talkini about letting them subscribe 
to the two and a half, aren t •e? 

YR. SHIELDS: That is correct, air. 

Another reason ia that the good will of the bank 
is desirable, and since they •ant this thing, it might 
be a good idea to give it to them. 

The arguments against are; first, i t breaks the line 
against selling long-term bonds to the banks, which is 
involved in a commitment on the part of the Treasury not 
to violate the ten-year limit; second, the banks- there 
is no evidence that the banks are really hard up - there 
are other means available for compensating them for ser­
vices rendered in case that is desirable . 

The argument you cited this morning, that the banks ­
that it is better not to encourage banks to pay higher 
rates on savings deposits - and I think that is about 
it, air. 

H.l(. JR: If we did it, what is the propoeal - to 
let the banks take up to how much? 

lo!R, BELL: ILr. Williems of Philadelphia recommended 
that you take - be just suggested this for consideration, 
and I think you want to do some more thinkin~ about it if 
you are going to make a definite racommendat1on - twenty 
percent on the time depoeite. At the time Kr. Haas con­
sidered it before be started to recommend a flat million­
dollar limit for any bank. First he etarted out ~itb a 
percentage of time deposita and then would up by JU&t 
one limitation, ae I recall it. 
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MR. HAAS: That is right, And I don ' t like it today, 

H.M.JR: You don't like whet? 

MR. HAAS: I would suggest not doing it today, 

H.M.JR: Why? 

MR. HAAS: In the drive there ere some people who 
want to separate completely the sale to individuals to 
emphasize thet. I think it upsets- I don ' t think the 
ai tuation ia perfectly clear and I think it creates a 
wrong psychology going over to the banks . As J.lurtay said -
one of the points he mentioned waa thet technically it 
violates a rule which you laid down which aame of the 
banks didn't like at first, but now look on with great 
favor - about limit ing the ba.nka to securities under 
ten years' maturity. The real case for doing it is to 
oomfenaate the banks for some work they are doing. I 
don t think this is the way. to do it , 

H.M.JR: I don ' t like the compumenta handed in a 
left-handed way. 

YR. BELL: I don't think it is justified on the 
basis of compensation. 

WR. SHIELDS: One other reason is that the banks 
would be given an incentive to bring idle currency into 
the savings deposits - if the rates were held - if they 
were able to hold the rates at a reasonably high level. 
I think the beat argument !or it is the commercial banks 
are placed at a disadvantage aa compared with mutual 
savings . 

YR. VINER: For the larger bank it would mean a 
maximum advantage of five thousand dollars a year, as 
I figure i t, i f I figur ed it right . .haume thet the 
alternative is a two percent security and that the 
maximum is a million dollars . It brings five thousand 
dollars a year to a fairly substantial bank and yet you 
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are sort of breaking a pattern on that . lt doesn ' t 
seem big enough from the bank' s point of view. 

H.M. JR: Should t he 'l'reasury, Jake , be enooura .. ing 
commercial banks to have t ime depoaitaY o 

MR. VINER: To have time depoaita, yes, sir; but 
at the present time I think lhat the aavings rates 
are out of line with our intereat rate structure, and 
if ~e are going to have now, and fo r ten years, a 
problem of protect ing that intereat rate structure, 
there is tnat paradox, and it creates also a co~plica­
tion . 

H.M.JR: Do you think we snould encourage commercial 
banks t o have time deposits? 

MR. VINER: Yes, I don ' t mind their having time 
depos its . after all, either you should do that, or you 
should set up mutual savings banks in parts of the 
country that don ' t have them Rt all. 

MR. SHIELDS: Some communitiea wouldn't support 
t~o institutions, Mr. ~ecretary. 

WR . VINER: You might - tnat is another question. 
You might want banKs to have large time deposita to 
operate differently unoer different regulations with 
reapect to them; but actually we have lower reserve 
requiremanta for them than we have for the de3and de­
posits. Isn' t that right'( 

AIR. BEll.: Yes. 

H.M.JR: ~ho is pushing us for t his? 

MR. BELL: Mr. ~coles asked me about it, ,and ~1 
Williams of the Fede ral lleserve .bank of Philadel phla 
called me and aaid that a number of the banks in his 
dletrict had asked him if consideration could be given 
to the matter for t his drive. They thought it was a 
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little unfair to aak tham to do all thia work and then 
you treat the Savings and Loan Associations and the 
mutual savings banks differently than you treat the 
commercial banks, 

I think that is a good argument, but I think the 
other one, the. t we break our pattern and poli c;r. the. t we 
have set up, is more important to us . · 

H.V.JR: Has the ABA raised it? 

' MR. BELL: No, I don t think so. They did at 
first in their original ca.aittee that they had -
Edwards and the rest of them raiied it. Edwards has 
been wanting this for a long time. He has been wanting 
G bonds for the banks, 

H.M. JR: My own inclination is, if there isn't more 
pressure on that, I think there are too many good reasons 
why we shouldn't do it, 

VR. VINER: I don't think they would be excited : 
about it if you had that sort of a limit. What they 
would like is to have open to them Government securities 
that will yield two and a half percent. But this . 
limit will not aake it interesting except as an enter1ng 
wedge. I think that is the thing you wabt to avoid. 

H.K.JR: That is what I think, 

MR. GAKBLE: Would there be any value to allo~ng 
the banke to buy in aaounte equivalent to new depoe1ts? 

MR. VINER: You can't distinguish new from old, 

MR. BELL: That is the same thing only maybe on a 
maaller ecale . 

MR. HAAS: Somebody mentioned it in- ­

H.K.JR: I don ' t think so, Ted, 
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WR. HAAS: Giannini encourages putting deposits 
in on time deposits . It aavee on hie reserves , So 
you might fina certain sections where it would be 
favored. 

H.M.JR: Giannini - I forget, but one time - this 
is going back when I used to study that thing three or 
four years ego - bad over four hundred thousand time 
deposits - over fou r hundred thousand, I mean, that is 
hie big buaineas . 

(The Secretary held an unrecorded telephone conver­
tat ion with Kr. Robbins. ) 

H.V.JR: ibtt else ia there? 

MR. BELL: There ia still left open the question of 
the five-hundred- dollar denomination on the two and a 
half's . · 

H.M.JR: We decided we won't this time on the time 
deposi t s let the commercial banks put their noses under 
the t ent. Ia that right? (Laughter) 

MR. BELL: Yes. 

H.M.JR: That is what it amo~ta to, isn't itt 
(Laughter) 

KR. BELL: That i s the first atep. 

H.ll, JR: The fir at sell. If the1 like it they will 
cau in, and there goes 11:f teo t, \Laughter) 

On the tive-h~dred-dollar thing, I would like to 
wait until same of these eal esaen get in around here. 

MR. BELL: That is all r ight . 

I think it is awfullv important f rom their B.M. JR: • 
standpoint. 

Where were you on this thing, Hobbs? 
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MR. HOBBS: On taxes? 

H.U.JR: Excuse me - on the five-hundred-dollar 
denomination . 

.., 

218 

MR. HOBBS : I am awfully negative on it, Mr. Secretary 
I don ' t think it makes much difference one way or the • 
other. I t hink that is the reaction you will get from 
different executive managers, too. 

UR. VLNER: I am hostile to it . That is the enter­
ing wedge to repeating the Liberty Loan thing. 

H.M. JR: You are hostile to i t? 

MR. VINER: Yes, for tr.o reasons. I don't t hink 
they are the right security for persons who buy securities 
in hundred-dollar denominations; there aren't any correct 
securities except redeemable ones . 

Secondly, Murphy's point this morning which I at 
firs t twisted around and didn't get straight , t nat you 
will feel so impelled to prot ect the market value of 
aeouritiea sold to such persona that it will force you 
to protect t he whole business and you will have a rigio 
control over you - an obligation on you for the whole 
business from a hundred-dollar denomination to the fifty­
thousand-dollar denomination. 

So I would say, if you want to sell securities in a 
hundred-dollar denomination, I woul d 11111ke t he101 a separate 
issue - and there is no point in doing i t - they have 
something better, anyway. I would be - I would say again, 
definitely, that you are entering on an important pattern, 
and you ought not to start on i t unless you are prepared 
to continue and to go further, because you are relying on 
the salesmen not offering it to people for whom it isn't 
good. The salesmen have a selli.ng mentality. Their 
bu1ineas ia to sell what is eaaier to sell. 
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MR. GAMBLE: 'M have bad a hundred million douara 
of promotion, Mr. Secret&cy, telling these little 
people they oan always get back everything they put into 
the bond, and I would rather see a bond without 1nte1•eat 
offered to the buyers - I mean , I would rather see, if 
we were going in to sell working people t he security, I 
~ou!d rather have non- interest bearing with a guaranteed 
price , than to have a two and a haJ.f percent bearer 
bond do~~ in t hat denomination. 

H.M. JR: I am glad to hear kobbina - you heard what 
he said about having t hem f rom both aides. Somebody i s 
working on hi.m. 

UR. GAMBLE: No, he feel s it. 

goes. 
1.11!. BELL: He gets the feel of it every place he 

Mk. G~BLE : Yes, it is existent. 

H.M.JR: Well, it shows he has no pnconceived 
notions. 

KR. BELL: I don't think this f ive hundred dollar 
denomination is so important in thb dri n because you 
have the F and G's. 

Xh. HOBBS: You have the G - t nat i s the answer. 

KR. BELL: If you e1imi.nate the } and G' s you may 
have trouble in the next drive. 

• 

Mr. Hobba has a letter from a gentleman who find~ 
that the younger people would l i ke to have the apprecla­
t ion bond, and that t he older people would like to have 
the current inoome bond. I£ you take away from them the 
G•a, you may have to give them something else. 

H.ll.JR: That is true of my children. They ~ou~d 
prefer t he appreciation. 
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MR. BELL: They don't have to bother with the 
i nterest. 

H.M.JR: They prefer the appreciation. 

On your trip, Hobbs, you didn't think that that 
was important¥ 

WR. HOBBS: No, sir, I do not. 

H.M.JR: I resisted the !aet time to protect ~ar 
Bonds so they wouldn't get the two organizations mixed 
up. Now they are a!l togethe r and that objection 
doesn ' t exist any more. 

MR. GAMBLE: You get the philosophies mixed up 
even though they are going down the street hand in hand. 

H.M. JR: That is right . 

What else have you got? 

What are you laughing at? 

MR. BJ::LL: He said going dorm the street hand in 
hand - yea, holding each others hand to keep from 
getting hit. (Laughter) 

We have a billion and a half of certificates maturing 
on llay 1 and two hundred and eight;y-nine ai!lion of 
Commodity Credit notes. In order to PI¥ those off in 
cash u v.ould han to have an issue around jp'il 20, or 
pay them off out of tha general fund , which would necessi­
tate a large call on the banks at that t ime, and then have 
an ieaue maybe !ater. 

We feel that probably the beat way to handle it 
would be to have an issue around .April 00 outside of the 
drive, just for exchange of those securities. 
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Now, that is contrary to what we said when we 
offered the certificate , that there wouldn' t be any 
rights values, and there aren' t any; rip~ts are pretty 
well out the window, anyhow, and we could announce 
that this is not a precedent, and we think m~be that 
is the best way to handle i t. 

H. J.t. JR : I don't like it. 

KR. BELL: I didn 't like it, either, at first . 

H.~ . JR: Give me another suggestion. 

UR. BELL: I don't like it, either, but I think 
that i s the best you can do . 

H.M.JR: Da.n, you haven't had a new idea on tha t . 
You have been telling that same thing over and over. 

MR. BELL: No, I didn't tel l you about the exchange . 

H.M. JR : What is the dnte of this'? 

~. BELL: May 1, and your drive would ei ther cross 
it or end about that time. 

H.U. JR: One billion five hundred and six? 

llR. BELL: Yes, and two hundred and eighty- nine of 
Commodity Credit. 

H.M. JR: Don't forget our Treasury note D, 1943, 
for sixty- six million, which was very useful. , 

L~ . BELL: We will pay that oft - yes, wasn't that 
useful ? - in cash. 

H.M. JR: Underpinning, is that what we called it? 

lm. BELL: Yes. 

H..Y.JR: How many times did we use it? 
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MR. BELL: I think we used it twice. 

H.M.JR: It was damned useful. I liked that. 

~hat do you want to do, Mr. Bell? 

MR. BELL: Make a straight exchange offering of a 
new certificate for the maturing certificate and the 
maturing Commodity ~redit. 

H.LLJR: Right in the middle of the drive? 

'MR. BELL: Yes, sir. I don ' t think it will inter­
fere wi th the drive because ninety-eight percent of the 
people who own them wi!l come in and take this new 
security. 

H.M.JR: It gives r ights value'( 

MK. BELL : For t his one, but it wouldn't be worth 
anything. It i s too close to maturity and we would 
announce at the t ime that it would not be a precedent, 
although you may do it - -

H.Y.JR: Again¥ (Laughter) 

YR. Bll.J..L: Of course, you are going to run into 
thia situation right along. 

I(R. liJ..AS: Each one of ua nad exactly the same re­
action you are having; then go down to the e.J.ternatives 
and this looks like the beat. 

H.M. JR: 'this ia an accu:mul·ation of brilliancy • 
l!aan•t anybody an alternative? 

MR. BELL: New York considered it independently. 

MR. WOODWARD: You will like the alternative lese , 
I think. 

H.U. JR: Let's have one . 
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MR. BELL: Well, you could have an offering for 
caeh along about April 20, have it paid in caeh on 
May 1, and pay off these aecuritiea . 

H .M. JR: No. 
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MR. BELL: Or you could eliminate the offering al- ~~ 
together and call on the War Loan Account and pay them 
off, which ia a rather large calll and then have your 
iaaue sometime after the drive, ~t we didn't like either 
one of those. It seems confusing. 

H.W.JR: That isn't on =1 liat, either. It would 
have to be on my liat . 

MR. BELL: That is not in the drive. 

H.M.JR: It would have to be on my time-table. 

MR. HAAS: We have a time-table already irepared. 
I t hae everything on one table - the time- tab e and 
the amounte. 

H.Y.JR: That ia right, lhat ia the way I want it. 

WR. HAAS: Henry will fix up one . 

H.K.JR: But you would have to put thia in, too. 

KR. HAAS: In the footnote, or eomewhere. 

KR. BELL: Incidental . (Laughter) 

MR. MURPHY: It can juat be labeled "In the Drive" -
the highlight in the drive. (Laughter) 

H.Y.JR: It you people know about it--

YR. MURPHY: That ia the advantage- it wouldn't 
be confuaed. 
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H.U.JR: You wouldn't put in any advertiseMent. 

MR. MlmPHY: It would make it a closed deal , con­
ducted in a side show tent; it wouldn't interfere with 
the big top . (Laughter) 

~R. GAMBLE: Sounds like a war bond man, (Laughter) 

H.M. JR: Sounds like we are going circus. (Laughter) 

MR. MURPHY: Yr. Secretary, could I suggest that 
one incidental advantage of the rights technique is that 
the Federal will hold at least three hundred million -
possibly a considerably larger amount - of tnese notes 
at maturity? 

H.M. JR: Who will ? 

MR. ~nmRPHY: -The Federal Reserve Banks, Now if 
we use the rights technique there is a well-established 
precedent that goes back years that they can turn i n 
their securities and receive new securities. That does 
not constitute a direct purchase . It is something which 
the market is well acclimated to. 

On the other hand, if there is a cash deal their 
portfolio will run off, push excess reaervea way down 
and they will have to go in the market and purchase them, 
which causes quite a bit of turnover in the market, and 
would be, in general, a messy operation. 

H.M. JR: That is a good argument. 

Supposing I call up Mr. Eccles and just give ~im 
this tblng roughly and tell him 1t he has any feel1ng 
about doing it a day in advance--
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KR. BELL: Did you discuss this with Piser at all ? 

MR. WURPHY: Yes, sir. I talked with Piser about 
the lfhole basket, Mr. Secretary, and he said that as 
far as the two percent bond was concerned he would much 
prefer September ' 50- '52 . He thought going out to 
December was too far and he saw no point in June. 

For the two and a half, he favored June '84-'69. 
He said that he wouldn't price the two and a half any 
more favorably if it had the repayment of death provision 
than if it didn 't. He doubted 1f the provision was worth 
including. He was opposed to including it at this time, 
and he wasn't wil l ing to give it any weight in the pricing. 

He said that as he had these two issues priced they 
would depress the outstanding issues by eight thirty­
seconds. You notice that this is essentially the S81lle 
t hing as the premiums at which we price the issues. They 
are computed premiums; the issues won't go to those 
premiums right away. If the existing pattern of rates 
can be held, the new issues IVill go to those premiums 
ultimately. If not, they Ifill push down the pattern of 
rates by that amount . The figure of eiRbt thirty-seconds 
is about in line with our computation . 

I asked him what he thought of the one and a quarter 
paroent note which the Chairman has been pushing. He. 
said his enthusiasm for it was zero; that be agreed mth 
us in the Division of Research and Statistics; that 
there was a very small potential market fo.r a one and a 
quarter percent note outside of the banki~ system; and 
that he thought it had better be saved for a bank 
financing. 

He said that he was in favor of taking the certifi­
cate out of the drive proper and offering it at the 
close for making up a residue. 

The oorporations that want it then would have to 
ge t on board quickly at that time, and you would make 
up the remainder of the amount asked for in. this way. 
That is a concept that we have pretty tenac1ously 
opposed. 
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It means that , so to speak, at the J.ast minute you 
eay we f~iJ.ed by this margin and we are going to make 
up the dliference. 

h!Jt. BEJ..L: FJ.eek aJ.so wants t o do that, too. He 
would like to keep the seven-eighths out of the drive. 

~~ . MUR¥HY: ~iaer is ratner favorabJ.y disposed 
to~ards the use of the r ights. 

h.U.JR: On second thouzht, lt is reaJ.ly sort of 
a sJ.ight . 1 invite t he Open Karket Co~ttee tomorrow 
and the night before I send out - aa tnough I had made 
uo ~mind and didn ' t wai t for them. 1 think I ~ill wait 
until tomorrow. Even if ~CCJ.es said yea, these feJ.J.or.s 
wilJ. say, "What i s the use'( He unds out a telegram tne 
nieht before and says what he is going to do. " 
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It is a sJ.ight. They wi 11 say, "Next time we won't 
come down . " Twenty- four hours won ' t make such a difference . 
'l'heae peopJ.e all have feeJ. ings . 

Now, \\hat eJ.se is there unfinished here'( 

MR. BELL: I have a couple of minor ones. 

ll .M. JR: Couldn 't you get together with some of 
these peopJ.e sometime tonight and kind of smooth off some 
of tbe edges - I mean, like we want to do the seven­
eighths fi rat - keep that gang '~ rking. 

I wonder if Piser couldn ' t come over, and maybe 
hccJ.es or some body. 

Mlt. BhLL: We are aJ.l pretty well together on the 
basket and the order end everything. But we can get 
Pis~r over, and if you would like to have us, get .. coles, 
too. 

H.W.JR: If he would come - and Goldenweiser - get 
aa many aa y,ould come and JDAke use of tba t talent . 

You can stand i t some more? 
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M& BELL: Monday I can stand a lot. It is Satur­
day that I get low- six o'clock in the evening on 
Saturday, at the end o£ the week. 

There has been a suggestion that the e bonds be 
made available to other t han indi viduals, particularly 
certain kinds of associations and instituhon. . v.e 
think that ought to be delayed until you do something 
about F and G•s. 

H.M. JR: Say that again. 

MR. BELL: If you change F and ~ . then-­

H.!.I. JR: l•bat-did you say, Dan Y 

Mlt. BELL: It has been sugges ted that you make the 
~ Bonds availabl e to other than individuals . I believe--

H.M. JR: No. 

MR. BUL: I be.lieve War .:>avings bonds had a progrWil 
of eleemosynary institutions, re!iglou s institutions,and so 

We feel that should not be changed at this time . 
But if you later on eliminate F and G'a, then you might 
want to do that. 

H .~ . JR: i.bat do yru think'( 

UR. GAMBlE : I don't think it ia important when you 
do it, but I think it is important that we do it, acd 
I agree with Wr. Bel!, if the F and G' a are going to be 
left in this basket - it ia much more important to this 
drive that the F and G•s be left in than to substitute 
fo r them ... -

H.M. JH: That is pretty well decided, but how about 
the col!egu? 

MR. VINER: Vib.at limit·t It depends. 
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Mli. BELL: That would also have to ba discussed at 
that time as to whether we would change the five thousand 
dollar limit. 

M~ VIN~R: If you don't change the limit, it doesn' t ' 
amount to anything. If you change the limit--

MR. BELL: We think that ought to all be discussed 
i n connection with the change in policy regarding F 
and G Bonds . 

I, personally, woul dn ' t change i t ~ore than thirty­
seven fifty, in any case. 

Jl.ll . G.AI{BLE: That is our recommendation. 
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H.11.JR: llo you think, then, it i s ~portent to open it up 
'to co.ueges, and so forth? 

., MR. GAMBLE: I think it is important to open it up 
because it gives an outlet. 

H.11.JR: For this time? 

YR. G.AJ,IB1.E : Any time. 

LIR. BELL: It can't amount to much. 

li.R. GA.!BLE: No, it 10n' t. 

Mh. BELL: College tunds--

H. ~. JR: As I understand i t - -
MR. GJMBLE : oUr argument for it was not ~ecause 

of the amount of money it would bring in, but 1t ns to 
give our people - these organizations t hat are a1l ~et 
something that they could do - something that they could 
ee.I.L 

WR. B~L: It see~s to me at college ought to go to 
G Bonds, or the two and a half ap. 
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MR. fiAWBLE : Not colleges, part icularly - we were 
thinking of labor unions and fraternal organizations 
and civic organizations. 

MR. BELL: They can only invest up to thirty- seven 
fifty . That doesn ' t mean much . If they want to go into 
the matter of ~ifts - say a man buys a savings bond, 
Series E, and g1ves i t to a ohurch "to pay off~a debt . 
The church can only hold f ive thouaana, even as a gift, 
unless you change your regulat ions. 

Well, we think it ought t o be delayed unti l after 
this drive - both questions. 

MR. GAUBLE: It is not important at this t ime to 
our people . 

H.N. JR: Let ' s forget it then . 

MR. VINER: It is important to 
angle. They are worried about this 
but t his is a bigger issue than the 

YR. BELL: Much bigger. 

them f rom the other 
income, as you know, 
1i bonds . 

MR. VINER: That is another question that some day 
the Treasury will have to fac e, but not in connection 
with this program. 

H.W.JR: That is a big social question . 

WR. BELL: We might have that on the church-­

H.M. JR: You don't want ma sitting h~re ~aying what 
should become of private educat ional inat1tut1ons. 
(Laughter) 

MR. VINER: You will do tha t inevitably, but not 
today. (Laughter) 

L!R. 1\QODr.ARD: We would like to participate in that 
disoueeion when the time comes. (Laughter) 
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H.M.JR: I sa~d educational institution1 , 

Mit. 1-.WDWARD: It still stands. {Laughter) 

H.JI . JR: I will say this for the insurance people· 
it has been quite a while since they have come around a~d 
talked about a three percent bond. 

Mlt. !AJIU'HY: In order to give the final impetus to 
f and G's, you will go great gun s it you do it . 

H.!.t.JR: "OOdward 11as joking. 

J.tR. BELL: No, he wasn ' t. 

h.U. JR: I meant in this way; it just proves - we 
are talking here all on the same side of the table -
we are all thinking of the 'L'reuury. but the point I 
am making is if we do it for one, that is the point; 
if you do it from an educational standpoint , why won't 
you give the life insurance the three percent which they 
need to operate on'f 

MR. WCOD~ARD : Yes, you said it was a broad social 
question. I was agreeing. 

H.~ . JR : Yes , just as soon as you do i t for one -
I mean, it is the same idea in •ar Bonds . We have never 
made any political appointments, and as long as ~e don 't 
make any, we are all right. The first time we make one 
I am sunk. Hight? 

!.lit. GWLE : That is right. 

MR. BELL: It has also been suggested that we sell 
the two and a half percent bonds or stock tba. banks so 
they can sell them over the counter. Some suggested that 
they be permitted to hold these bonds for a period of, 
say, thirty day• after the dri ve and then th~y get the 
benefit of the interest at ~hi ell they sell to the public· 

H.a .JR: Mr. ~elds is smiling at this . 
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MR. SHIELDS: But you didn't cite the real reason. 
(Laughter) It is so they can make immediate delivery. 

MR. VINER: Immediat e delivery, yes. 

H.M. JR: You two people ought to have an electric 
sign, "I am not talking for my bank" and "I am talking 
for my insurance company. • (Laughter) 

UR. BELL: That is right, so that they could make 
immediate delivery. I said eo they could sell th~ over 
the counter. I doubt if we can stock all the banks in 
the country with securities. During the Liberty Loan 
drive they did stock t he banks with f ifty and one­
hundred- dollar denominations of temporary bonds. They 
delivered temporary bonds and then l ater delivered the 
definite obligations. I hope we won't h«Ve to do i t . 
It is really quite a mechanical job. 

H.M.JR: I know. I was surprised you brought this 
up because this interests me very much . This is good. I 
like this . (Laughter) 

MR. BELL: I t hought you would. (Laughter) 

H.M.JR: You know bow I pushed and pushed for 
issuing agents. 

MR. BELL: You puahed and tha t ia the reason we 
are in the hole now - sixty thousand of them . (Laughter) 

UR •• VINER: You know why they want it, too, so they 
can escape from your Internal Revenue Bureau. 

H.M.JR: How? 

MR. SHIELDS: Not the banks, but the people who 
buy tham. 

H.M. JR: HoW? Why would the individuals escape? 
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MR. VINER: They don't want the re~istered bond so 
you can't trace their income . They donTt want their' name 
on anything in the transaction . They don't want to be 
on record as having bought those bonds. · 

K.M. JR: I am looking at it from the s t andpoint of 
straight merchandising. If you can go in and plank your 
money down and get a bond, tha t is good merchandising , 

MR. HOBBS: You are right, and it would greatly 
increase the sale of the bonde. 

MR. VINER: Including E bonds. 

V.M. JR: I am awfully gl ad Bell brought it up. 
I don t know anything about allowing the interest to 
run - I mean, the7 would get the benefi t of .the 
interest while they are there? 

J.!R. BELL: There are two ways . You could give it 
to the banks on consigmoant, or you could sell to the 
banks and give immediate credit - that means breaki ng 
down the line again - wi th the understanding that if 
they do not sell t he bonds within a certain period they 
return them to the Treasury. 

H.W. JR: Which way would they get the benefit of 
the interest? 

MR. BELL: If they bought the bonds. 

H.W.JR: On consignment? 

UR BELL· If it was on consignment , we get the 
benefit: They wouldn' t give us the money until the day 
the bond was sold. 

H .M. ,JR: And they would take 1 t - we wo~ld sell it 
to them on credi t , so to apeak? They wouldn t pay 
Washington? 
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!Alt. BELL: It would be a consignmen t. 

MH. VINEH: You wouldn 't sell it at all on that 
basis . They ~ould just be your agent. 

!I.M. JR: l•hi ch way voould the ban ks prefer? 

l!rl . SHIELDS: As individual banks they would prefer 
to buy the securities and obtain the interest on them. 
Uy preference is for treating them as agents, or on 
consign~ent , or whatever the proper term is. 

MH. HAAS: It keeps it clean that way. 

H. Y.. JR: If you could settle the thing subsequently 
as to which is better to do, the consignment or sale, 
I would be verY much interested in giving the banks !!1 
they would take in the way of me rchandi8e to have on 
hand. I think it is the only smart way you can sell the 
stuff. I e.m verY much for it. '! 

Why do you hold it up - the printing job? 

Wt. BELL: It is a terrible printing job. 

Mit. VINER: From the point of view of the sale ~en 
it would be wonderful to say, "1\e can give you deli verY 
today. • 

J.lh. H.US: If you sell to individuAls, you have to. 

H.~I . JR : If you are going to do mus selling, you 
hove to do it . I t is the only way. 

~ BELL: I don't agree with it , bu t t~en , ~ou have 
t hirty-five outlets i·n the country and I don t t~1D~ 
every security can be del ivered. I mean, a man 1~n.t 
going to be at tbe bank when he sells these aecur1t1eso 
he is going to be out on the street and around at houses. 
He either has to go and get the bonds , or put the applica­
t ion in the mail , and he is going to be delayed t•o or 
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three days in the very city where you are selling the 
bonds, and all of t hese places can be reached over 
night . The bond is in the mail that night or the 
next day to him; so three days ~~uld be the moat. 

H.M.JR: Yes, but how about the fellow that wants 
to go in the hank and buy it right over the count er? 

Mk. BELL: He is the only one ac~dated . I f 
he is approached in his office or home, or on the street, 
he isn 't ~odated at all. 

H .~ . JR: Hut look at the nU2ber you will sell over 
the counter. The banks will just be swamped - I hope. 
(Laughter) 

else. 

KR. GAMBLE : I think you will come to it. 

H.M. JR: We have to do it this time. ~re. 

1!lt. BELL: O. K. \\e will have to stop everything 

H.M. JR: Oh, yes. And what about this off-set 
printing business? 

Jm. BELL : That is another thinf. 'fhat will co:ne 
in later. '!'bat is a savings bond ma ter. 

H.M.JR: I feel very strongly t nat this is a_gcod. 
merchandising move. Of course, Hobbs will be aga10st 1t . 

I(R. HOBBS: No, si r, I am all for that. one, .rLr. 
Secretary. As a matter of fact, I taJ.ked w1th lolr. Bell 
about itjuat before we came into your office. 

H.M.JR:" Good. '!'bat is settled, then. (Laughter) 

MR. BELL: Oh, we always deliver. 

II .M. JR: "'hether it is going t o be cmsignment or 
sale--
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Wit. BELL: We will work that out . The other thing 
is the question of excess reserves, which we told the 
Federal Reserve we would discuss with them some tim.e 
after 1{arch 15. 

I think that they are agreeable to getting into 
the market pretty actively before the drive - getting 
the thing in good shape . Whether they would be willing 
to push the reserves up to, say, two and a half billion 
I don't know. I think there will be some strenuous 
objection to that . You heard what he said the other day. 

H.lol;JR: I think you ought to mention it again 
tomorrow. 

Wt. BELL: That is all I have . Have I covered 
everything 'I 

Mk. HAAS: The Secretary asked about the geographical 
distribution of the excess reserves. You have something 
on that. 

MR. M!JRPHY : Yea, sir. 

H.M.JR: Henry is wonderful today. (Laughter) 

(Table entitled "Reserves and Excess Reserves" 
handed to the Secretar.y, copy attached. ) 

WR. WURPHY: This is a table sbor.ing for February 
1 to 15 the required reserves , classified by Federal 
Reserve districts and classes of banks. 

You will notice the country banks have a litt le 
more than half of the excess . 

This column (indicating) shows the ratio of excess 
to required, showing that the country b~ks were holding 
very substantially larger reserves re1at1ve1y. 

H.W.JR: How do you explain that (indicating) '/ 

t 
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MR. MURPHY: The{ just like excess reserves there 
I don' t see any harm nit, Mr. Secretary, if the bank~rs 
feel better ~rrying a large amount of excess reserves. 
It costs noth1ng to produce excess reserves . There is 
an abundance of them. I don ' t see why we should try to 
break down the habits of the bankers in those districts. 
They feel better when they have a lot of excess reserves. 

YR. SHIELDS: I mignt oall attention to this, that 
the reserve position in New York is less than i s shown 
here . 

l!R. I!URPHY: You me111 at the present time. 

KR. VINER: The situation is pretty even now. 

~IR. ?IOOilVARD: It could be pointed out that this 
is an understatement of the amount of excess re serves 
from the bat ks' standpoint because there are maey of 
the small banks that keep thoi r tunds redeposited. So 
from the banks ' standpoint - although not from our 
standpoint - there are even more excess reserves than 
are shown here on the small banks. . 

H.M. JR: They said some of these banks considered 
bills .the same as excess reserves. 

lm. J.!URPHY: The seamy side of that point is-­
(Lauf'Jl ter) 

H.W. JR: The what ? 

UR. J.!URPHY: The seamy side of that point is that 
for every dollar due to one bank there is another. bank 
that owes it. The New York and Chicago banks, wh1ch 
hav.e practically no excess reserves, owe very substan­
t ial balances to the rest of the country • If the 
other banks should attempt to use these balances -
which Mr Woodward cal ls their "hidden reserves" - it 
would ~ediately show up in a drain of funds from 
New York and Chicago • 

• 
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HR. ~OODWARD : I quite agree to say that the country 
banks have, by claim, more excess reserves. 

IAR VINER: llut the New York banks have less. 

llli. MURPHY: They are more unevenly distributed than 
lhe table shows. 

H. JJ. JR: Well , gentlemen , it we don't begin to cry 
tomorrow morning, and every day after, for a oinimum of 
tv.o and a half billion excess reael'Vea, we won't get it . 
~e have to start to weep tomorrow. Bring out the Wailing 
tall. (Laughter) 

llJ(, HAAS: O!cKee said that one day you 
get the reserves like General MaoArthur got 
Be.taen, (Laughter) • 

fellows will 
them in 

(The ~ecretary held a telephone conversation with 
Mt·. LaliOche, as folJ.ows: ) 
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HMJr: 

Opera tor: 

1111Jr1 

Cbeeter 
La Roohtl 

HKJr: 

L: 

HMJr: 

L: 

IIMJrl 

L: 

IIICJr: 

L: 

L: 

IIMJr: 

L: 

IIMJr: 

L: 

B11Jr1 

L: 

Bello. 

Kr. La Boohe. 

Bello. 

Bello. 

Kr. La Boahet 

Yee, e1r. 

llo rs•n tlaau. 

Yet, dr. 

Bow are :rou al.l aoa1ng up t.btl't 1n t.ba t big 
o1t:rt 

(Lausbe ) Well, we're etew1n 1 around up here. 
I thlnlt we etew around bert aore t.ban :rou do 
down there. 

Iapou1ble! 

(Laugbe) Well, we had a eeeelon tble aorn1ng. 
I don't know Vbtther tbt7 reported baok to rou 
or aot. 

lo. 

Aa4 1 t vat acre ot a rall7 to get organ1 r:ed t or 
\!at latter part ot thle w11k •.•• 

Well •. •• 

• • • • Wben 1111 Robb1ne oould iell ue •... 

Yeah •. 

• • •. one, Wblt you're going to tell •. •• 

leah • 

• • • • and, eeaon4, blt ealtt plan. 
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HMJr: 

L: 

RXJr t 

L: 

IOIJr : 

L: 

IDIJr: 

L: 

HMJr: 

L: 

IDIJr: 

L: 

IDIJr: 

L: 

IOIJr: 

L: 

IDIJr: 

L1 

IDIJr: 

- 2-

Right. 

llo we Will be reaq to talk on '!bur..Sa7 or 
rrid&J it Bill Robbin• ia rea4J ••.• 

Well, I tol4 thea laat wet& that on - on or be­
tore the 12th, I'd haYe the ao-oalled basket 
read7. 

Yup. 

On or before the 12th, but I - I doubt it I'll 
haYe it before !hurad&7 nigbt. 

Well , it - P'r1da7 would be all r1gM. 

laab. 

!ben we work baok to a aobedule wben we know 
we' Ye sot to baY I ner7th1ng approyed it it '• to 
set out. 

Bight. 

That bae been or~ud. 

Yeah. 

•ow tod&7 -- u7be tbe7 oonred th1e witb 7ou 
and tbe7 didn't. I'• not in the Couno11 ottioe 
eo I baYen't got tbe aaterial . 

•o, I - I don ' t know an7 detaUa. 

Well, tbere' a jaat one deteU. We oan set a 
tboueand poatere •••• 

leah. 

••.• tlla t - 1t ,,. agr11 tod&7 11 to Vba t 1a to 
be .aid on tbe poater. 

I 111. Well, tbe7 didn 1 t tell •••• 

Do 7ou want to set into that or nott 

Do It 
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L: Do 70u want to get i nto ~t or nott 

Hl!Jr: ' Yea. 

L: Well, then I'll haYe to oall 70u baok froe oYer 
there and read to )'OU what we euggeet goea on that 
poetezo. 

Hl!Jr: 

L: 

Hl!Jr: 

L: 

Hl!Jzo: 

L: 

Hl!Jr: 

L: 

RMJr: 

L: 

HKJr: 

L: 

IDCJr: 

L: 

HKJzo: 

L: 

IDIJr: 

Well , did 7ou giYe that to Odegar47 

Yea, I gaYe it to Odegard. 

Well, will he be here in the .azon1ng7 

I bel1ue he will be. 

Well, wouldn't that be tiee enough7 

Yea, I th1nk it oould be to110rrow. 'l'be7 ea)' tonight, 
to get it out and get it done and get it up. But 
toeorzoow will do. 

Well, if Odegard ie down hezoe and ooeea in and eeea 
me the fizoet th1ng in the •orning •.•• 

x ... 
.... I can clear it. 

All right, then that will be done t :leozorow then. 

Well • • •• 

I '• not going into a lot of detail. Siepl 7 let •• 
tell 70u th1a, we'Ye got ti•• agenoiee organ1&ed; 
we work w1 th Callahan and we work w1 th Lane •. • . 

Yeah • 

•• •• and Rodger• fro• O.V.I. and I t~ed to Stuart 
Peabod7 thia earning, and I'• eure he • going to 
ooee with JOU and Will oo•e at once. 

Good. 

So that 1ou will haYe an active aan to head ~t 
part of the wozok up. 

Good. 
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IOIJ'r: 

L: 

IOIJ'r: 

L: 

HMJr: 

L: 

HIIJ'r: 

L: 

HM.Jr: 

L: 

BlUr: 

L: 

HXJr: 

L: 

IIICJr: 

L: 

- 4 -

And we bave worked ou1 our eohedule eo 1bat we 
can deliver 1he .. terial to the newepapere aa4 
to the ealee organ1zationa it we have the taot1 
on the 12th. ' 

You will. 

We can do it. 

II ow 1hie elogan thing, 41d - 41d - 41d 1he7 olear 
it with a117bod7f 

Uh - the elogant 

Yu, th1e elogan 1bat 70u 1re tallt1ng about. 

Well, we talked about the elogan - the i dea •You 
bave done 70u.r bit, now do 7our beet. • We bave 
talked about ue1ng 1bat in thil particular drive. 

But I - I think unlen 70u tell ae the whole 
thing will be held up, I 1 d rather talte the tiae 
tomorrow to - when Robbin• and Odegard are here 
and Juet talk about it a little bit. 

I th1nlt thet 1 e a good idea. I think 70u ought to 
be oonvineed that theee thing• are well done. 

I th1nlt eo. 

Yeah. There ien't 1bat •uoh hurr7. 

llbett 

Are 70U worried about that elosant 

Well, it doean 1 t eet •• on tire. 

It'• prettr good though. 

Yeah. 

We - we took out about titt7 elogane •••• 

Oh. 

d ... d a Job with the regular Qallup • ••• an we \0# 

Poll people. 
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HMJr: 

IIMJrl 

L: 

HKJr: 

L: 

IIMJr: 

L: 

!!MJr: 

Ll 

HMJr: 

L: 

IDIJr: 

L: 

IIMJr: 

L: 

HNJr: 

Ll 

- 5 -

I eee. 

Tbat one s tood out all the tbe. 

Well, ae I ear, it r ou knew br noon toaorrow 
would that hold rou - or br eleven o'olook t~aor-
row, would that hold rou up very 1111oh? • 

No, eir, beoauee we can't - we can't start our 
work •••• 

Yeah. 

•• • • i n final f ora until we know the products and 
until 70u 'n approved .• ,. 

Well ••. • 

.... the naae ot th11 drive and until 70u approve 
the elogan. 

Well, I aean rou go t to know what goee in the 
baaket •• -

Correct. 

•••• eo 1t 70u knew the elogan to.arrow, rou 
couldn't do- give an order anrva7. 

Well, no, but 1t we knew the llogan toaorrow we 
could get eoae thouaande ot poetere that we 
would not be able t o get it we don' t anov it. 

ltell, it thoae aen - and Oubll 1a eitting here 
v1 th ae and it', up t o h1a to get thea in here 
toaorro• with their elogan betore eleven o 'clock. 

Xee, air. 

And it ther'll ooae in to ••e •• before eleven, 
I'll give thea a •re•• or •no. • 

Xea.b. 

Bo•'• thart 

Well, I'a going t o urc• 7ou to take that one. 
It'• a good one. 
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I!MJI'I 

L: 

IIIIJr: 

L: 

L: 

HMJr: 

L: 

l!KJr: 

L: 

HMJr: 

L l 

1111Jr1 

L: · 

IDIJr: 

L: 

RMJr: 

L i 
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8a7 U again. 

•rou baYe done 7our b1t, now do 7our beet.• 
llow let ae tell JOU two thlnge abOut 1t. 

Y ... 

I eaw that on an ad and I thought, well, that 
11 good. 

r ... 

llbJ' Becauee 1 t oollpl l..aente the people. It -
1t grants that the7 b&Ye done eoaething, eeet 

Yeah. 

And 1t doean 1 t appl7 to eaoh pereon. Peter 
Odegard wanted to put in there, ' You &a7 have 
done JOUr b6at • .•• • 

Yeah. 

Well, that'• not a vel'f grao1oue wa7 of pat ting 
a fellow on the baok, and eaJ, •Well, aa7be 7ou 
414 u.• 
Jlo. 

Thle takee tor granted that )'OU han done eoae­
th1DCl 7ou've done a little thing, •••' 

Yea. 

•ow th1a tl..ae we want )'OU to do 7our darndeat, 
do rour beet, and then we're going t o tell thea 
'lllaat that- vhat we expeot ot thea. lfow that ' a 
a popular, pleaaant • ••• 

Yea • 

• • • • war ot ea7ing aoaething that' e aa1110rable. 
Jlow bow dO we kno"' We know becauea we took a 
lot ot alocan• out bare at Young • Rubioaa ••• • 

Yeah • 

• ••• and teetad thea with people. 
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IOIJr: 

L: 

HICJr: 

Ll 

IDIJr: 

L: 

RXJr: 

L: 

HICJr: 

L: 

IOIJr: 

L: 

IOIJr: 

- 1 -

I aee. 

And \bat hae got anoUC)I popular fluor an<! 
triendlineae in it to be aesoreble tor thie 
aonth. 

I eee. 

Now I don't think it1 e the greateet aother of 
thea all, but it'•- ae elosane etend out, it'• 
good. 

Oka)'. Well •••• 

Xr . Seoretar)', and I think the iaportant 
thing ie to get thie thing aoYing, eeet 

Well, it'•- ae I ea;r , it'• up t o Oaable to 
get in to ••• •• before ele•en toaorrow. 

All right. 

And we're getting along n1oel)' on our baeket. 
We'll be read;r eae117 by fbureda;r night. 

Well, if ;rou haYe the baeket read;r, then I 
thinlt we oan get thh thins 1n a good enougll 
ahape eo that it will be a ooaaendable and a 
good atart. 

Good. 'lhanlt ;rou. 

An right, air. Cloodb;re. 

Goo db)' e . 
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MR. Bt.LL: !robbi ns should see t hat poster . 

MR. GAMBLE: The thin~;; they were talking about , 
1\r. Secretary, we he.d e.n offel' of some twenty- four 
shee t boards - there was e. deadline on t hem. The 
people wan t ed to give t hem t o the uecrete.cy . There wo.s 
a deadline on the production of them. 

H.l •• JJt: Robbins ilasn ' t seen it . I ce.n' t believe 
over night it will make such a difference. 

I think this is all right. 

I t hink we ~ill have t o stop, now, gentlemen . 
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Tlm8 Depos ita ot Individuals, Partnerebipe and Corooratlona 
Aa ot December 31 , 19~1 and December 31, 1~2 

Summary by Federal Reeerva Diatriote 

(In milllone ot dollare) 

Reaerve Dietrict;December 31 , 19~1 

Boston ...•......... ~ ·20J·1 ~. 309. 9 
!lev York •••••.••••• s,s . 7 8 ,881!. 6 
Phlladelphla ••••.•• 1,917. 1 1,~.~ 

Cleveland •••••••••• 1,936. 9 1,943. 3 
Richmond • •••••••••• 1 ,173- ~ l,212. i 
Atlanta . ..........• 590. 616. 

Chicago • •.•. . •...•• 2,668.9 2,826. 6 
St . Louie •... • ....• 618.1 616. 7 
H1nneapol1a •• • ••••• 599.8 568. 9 

Kanaae City •••••••• ~0.7 ~15. 6 
Dallas ..• •...•....• 2~3-7 2tt4. 2 
San Frano1eoo •••••• 2,7 9.0 3,0 .2 

Total all Dietriote 25,98o. 8 26, 54<>.3 

Increaae 

102.2 
23.9 

-68.7 
6.4 

)1! . 6 
26.0 

157. 7 
-1.4 

-30.9 

15. 0 
-~.5 

295.2 

559·5 

'l'reaeury. March 

Compiled trom county tabulations prepared by the 
Comptroller or the Currency, the Federal Deposit 
I nauranoe Corporation, and t he Federal Reserve Banke. 

The data are rounded to t he neareat tenth of a million 
dollars and may not add to the totals • 
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Ti me Deposita or Ind1 vidual a Partnerehi d c As D ' P8 an orpora tion 
or ecember 31, 1941 and December 3l, 1942 

8 

Summary by States 

(In millions or dollars) 

St ates 31, 19~1 Increase 

.............. 

112. 0 121.7 l· 7 ~. 2 ~~ .g .o 9. 9 
. 6 

2,203. 5 
1. 9 

91. 5 
2, 399. 5 196.0 

99. 9 g.~ 

985. 2 1,03(>. 6 ~5. 3 
g5. 1 85. 6 6:~ 1g8. 5 195.1 
gg, 2 95. 3 4·1 

130.7 135. 2 . 5 

33.2 36.0 2. 9 
l ,OM. 2 1,102. 8 1~.7 

367. 7 377 .~ 9. g 
251. 3 2~. 6 1·~ 
81. 0 g~. ~ 3. 

13~.2 12~ . 5 -9.~ 
112. 6 115.8 
2~6.0 252.~ t~ 
~)8 .~ ~5~ .~ ~.o 

2, 522.0 2, 57 • 6 . 6 

759.1 8~9 .2 ~·~ 
398.6 353· - 5. 2 
7~.1 71 .~ - 2.7 

312. 5 318. 2 5.7 
39. 8 ~1 . 5 1.7 

the Secretary or the Treasury. March S, 19~3. 
Compil ed from oounty tabulations pr epar ed by the 
Comptroller of t he Currency 1 

the Federal Deposit 
Ineurnnoe Corporation, and t he Federal Reserve Banke. 
The data are rounded to t he near est tenth or a mi l lion 
dollars and may not add t o the totals . 
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'lime Deposita or Individuals Psrtnerebipe 4 C • an orporatlons 
As or December 31, 19~1 and December 31, 1942 

Su~ry by States - Contlnued 

States 

0 0 0 •••• • ••• 0 ••• 

• 0 0 0 • 0 ••••• 0 ••••• • 

Ha.cnpeh1re . •••••••..• 
Jersey • ............• 
Hexioo •. .... ...... .• 

York • ••• .•. • ..•.• •• • 
C8.rol1na •• .......• 
Do.ltota •••••.•••••• 

Carol1~~: ::::::::: 
Dakota • ••••••••••• 

all States • ••..• 

(In millions or dollare) 

Dec ember 31 , 1941 31, 

62,0 66,0 
17. 9 2l. l 

231 .0 2§1· 1,223. 6 1 ,2 I · 5 
15.0 l , 8 

7,545. 8 7 I 52~, 7 
128,1 134;.0 
63·5 36.~ 

1,1 7.0 1 ,22~. 7 
72.~ 65. 3 

1~. 2 165.7 
2 , ~7. 6 2,221!.1 

338.0 346. ~ 
36. 7 Jll. 
31.1 33 · 3 

180, 6 183. ~ 
207. 5 202.5 
65. 4 77. 3 

137. 137. 8 
290. 2 299.1 

271·6 323.5 
122, 119.9 
471. 9 518.1 

22.0 22,1 

25,980.8 26 ,~. 3 

Increase 

4. 0 
}.9 
. 6 

33.9 
l . S 

-21. 2 
5. 9 
2. 8 

57.7 
-7. 1 

25. 5 
-119. 4 

8.4 
1.9 
2.2 

2, 8 
- 5.0 
11. 5 

. 5 
8. 8 

52·3 
- 2. 7 
~. 2 

. l 

559. 5 

of the Secretary or the Treasury. !.(arch 

Compiled from county tabulations prepar ed by the 
Comptroller of the Currency, t he Federal Deposit 
Insurance Corporation, and t he Federal Reserve Banks. 

The data are rounded to the nearest tenth or a million 
dollaro and may not add to the totala. 
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All We~ber Banke 
Average Rate or Interest on Time Depoe1ts• 

19llo and 1941 

Federa l Reserve D1atr1ct --__,~A:..:v:,:e~r~ge Rate 
194c • 1941 

(Percent) 

Boston 1.3 1.2 

New York ·9 .!'l 

• Philadelphia 1.3 l . G 

C1e\'~tland 1.3 1 . 2 

Rlolunond 1. 6 1.5 

Atlsnta 1.4 1. ) 

Chicago 1.1 1.1 

St . Louis 1. 3 1. 2 

l.li nneapol1a 1.3 1. 2 

Ko.neaa 01 ty 1 . ; 1. 2 

Dallas 1.2 1. 1 

San Franoiaoo 1.4 1. 3 

All D1atrlcte 1.2 1. 1 

• Ratio o r 1ntereet on time deposit~ to tim~ deooa1t8 

• 
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Mutual 8av1nge BAnke 
Average D1v1dend Rate Par Bank 

(Percent) 

State January 1, 191~2 January 1 , 1943 

Conneot1out 2 . 36 2.31 

Dt, .. &.wPre 3· 25 2.75 

Ind1ano. l. !lel 1. 75 

hlalna 2.27 r:.l'+ 

liaryland 1 . 93 1.88 

Meseaohueetts 2.19 2. 14 

U1nneaota 2 . 00 2. 00 

New HBJlpah1re 2.28 2.25 

New Jersey l.Ou 1.00 

New York l . Sl 1. !:1 

Ohio l.g3 1. 5g 

Oregon 2. 50 2·50 

Pennsylvania '? .07 2-07 

!lhode I c13lld 2.05 1. 94 

Vermont 1 . 7g 1. 64 

'lash1ngton 2.25 2.25 

W1soonain 1.50 l.JS 

United States 2. 05 2.02 

Notal Tho v.verage dividend rate !)er dollar of depos1ts, 
tor o.ll o·~tual savings banks, was 1.a9 percen t on 
Jonuary 1, 1942 and 1, gg percent on Janu~/ 1, 1943. 
Figures by a tate a are not available. 
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Number or Mutual Sav1nga Banks 
Wa 1nta1nlng Var1oue D1v1dend Rat es 

natG !lumber or Banks 
(Poroent) January 1 , 1911-2 ; January 1, 

l 22 21j. 

1- 1/ 2 o.nd 1 3 
1-1/11- 2 

2, 1-1/2 and 1/2 l 

2 and 1 3 l 

1-1/2 65 79 

2 and 1-1/2 5 6 

2-1/~, 2 and 1- 1/2 1 

2 27S 2711-

2- 1/2 o.nd 2 1 1 

2•1/11- 1 

2-1/2 l lj.5 136 

2-3/lj. 1 

3 13 9 

.3-1/2 1 

Total 537 535 
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leUuttd Yield Balle and Probable Pr .. J.uae 
on Poee1ble Hew Treaeury I11uee 

Dated April 15, 19~31 

2 

2 

percen~ bond 
due June 15, 1950-52 
(7 yeare, 2 .onthl -
9 yeare, 2 .ontha) 

percent bond 
due lepteaber 15, 195o-52 
(7 yeare , 5 aonthe -
9 yeare, 5 aonthe) 

2 percent bond 
due December 15, 1950-52; 
( 7 year•, 8 110nth1 - V 
9 )'earl, 8 aontha) 

: let1aated I Probabl e 
y11ld 1 balle* price 

(Percent) 

loo-13/32 

loo-11/32 

1 .96 loo- 9/32 

2-l/2 percent bond (reetr1cted 1eeue) 
due Maroh 15, 1965-70 J 
(21 )'eare, il JDOntha -

loo- 8/32 

26 yeare, 11 month•) 
HO P.t.DIEII! A! ISA'l'B PROVIIIOI 

2-l/2 percent bond (reetr1cted 1eeue) 
due Karch 15, 1965-75 
(21 )'e&re, i1 .onthe -
31 reare, ll mnthl) 

PllOID'l' A! DIA'l'B PROVIIIOI 

Treaeury Departaent, 
D1Y1e1on of Reeearoh and 8tat1et1cl. 

• Baeed on cloe1na bid pr1oee, March 6, 19~3• 

loo- 8/32 

Rarcb 6, 1943 
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latimated Iield Baeee and Probable Premiuae 
on Poseible Xew !reaaury Iaauea 

l-1~ percent note 
due September 15, 19~ 
(2 years, 5 monthe) 

l-l/2 percent note 
due Karch 15, 19~7 
( 3 ,yeare, ll aonthe) 

2-l/~ peroent bond (restricted ieaue) 
due September 15, 1953-56 
( 10 year e, 5 month• -
13 yeare, 5 months) 

'l'reaaur:r J)epart~~ent, · 
Diviaion ot Reaearch and Statietioa. 

lati~~&ted • 
71eld 
b&e1e* 

(Peroen1i) 

1.17 

1.~ 

2. 22 

• Baaed on oloaing bid prioea, Karoh 6, 19~3• 

Probable 
prioe 

100-6/32 
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DS...tribution at Seeuritiea llur1na April Drin 

by Claues ot llonbeJIIdns Invea tora 

Irdividual.a , partnerships and personal 
trust aocO\lllte .....•.•.•.• •• .....••.• 

Corporations other than benka and 
inourftnce eocpaniea •••••••••••••••• •• 

lnauranee eoapaniea and _,tuaJ_ aav:~.n«e 
be.n..'lca •••••••••••••••••••••••••••••••• 

GoverlliHntel i'lmds (Federal, State and 
local) .............................. . 

Ort'ioe of the Seere ter:r of the Treasury, 
Division ot Research and Statiatico . 

(In b1111ona of dollars) 

3. 2 

2,0 

.4 

10.0 

February 23, 190 

-
254 
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._Hrftt &1111. boaaa llaH.rfta, b7 Cl&aHa of 
Y..bu !laalta, h bru&1'7 W5,1943 

(llo thou-• ot 4ollara) 

Olaaoaa of banka I ._qu1ra4 :lxoaaa I llatto of u oaat to 
t.JI4 41atr1ota I ree•rwe reM~• I raqu1ra4 (per oa11 t) 

.Ul -ber banka 11,228,268 1,659.532 14. 8 
c ... tral rattrft oUT 

bull: I I 
llewTork 3 .9~.762 94,oal 2. 4 
Cbl.caco 866,271 3.487 .II 

Buerw c1 tT baDica 1 
Boa toll 332,818 30.592 9· 2 
lwTork ~9.316 ~3.357 16.8 
Phlla4.a1ph1a 3 2,524 7,alS 1Jo2 
CltftlaDl 511>.576 168,21.0 29·5 
Bichaollll 26o,321 67,66o 26.0 
Atlanta 254.1~ 43,743 1?. 2 
Chicaco 532,126 97 ,512 18.3 
st. Louia 21l> ,J77 23 ,31() S.J 
ll1.1111tapol1a 137,265 7,SJ4 5·7 
lalltat OUT 307.589 ~5 .385 lS.O 
Dalla a 231,989 

~~i:~ 
2S, J 

8IJl l'ralle>hoo u9,820 ~ !l'e>tal 4.3 ~ i1l 
Coulltr, -1 

227,263 62,249 27.4 Bot toll 
• .,. Torlt 1()2,148 120, 667 30•0 
Pbl.la4o1ph1a 1114, 5tl) 67,437 36.5 
Cltftlalli ~~:~ 

10J,Jil> 55·1 
B1cllaoll4 ~.~ ~~ Atlanta 1 .510 59. 
Cbl.caco ~,502 125,024 117.1 
St. Louie 10 ,9911 111 ,063 39·1 
-poUt 90.098 ~,1Sl ~·5 
kuat 01\)' 101,()()11 .~ .1 

Dalla a 120, 448 61.,385 51·0 

!loa J'rallohoo 10z, z62 l!.~~~ J6.1 

!l'otal 2,093. 364 al5,3JS 38·5 
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0 

llarc:h 8, 1943 

Dear Mr. Secretaryr 

I am delighted that you and Secretary 

Knox will be 1111 house guests on March 12th. 

I will be in the psrty meeting you 

upon your arrival in Atlanta. 

With all good wishes, I am 

Sincerely yours, 

25 

4~ 
-Hon. Henry Morganthau; Jr. 

Secretary of the Treasury 
\Vashington, D. C. 

• 
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.. . . Mllfl 8 PI I 14 

IIIRGENTHAU. 
1 . :J 

'·"' ... · 
\lOUt.]) BE liiLIGIITD TO NAY£ YOU AD YM AaiiOCIATES USE FACILITIEII OF 

!Ealltf! ... Jaltllll Y"'- F11tl11c.IIIG YIIIT Tl ATLAIITA~ 1111UU1 . . . ' 

P.urTICil.MU LIICE Tl IIA~ Yltl ATTEID, Mm IIAkE IUQI RtiiARICS AS YOU 

!MY Jail UI"IIONIAT£, TO ---- .ETIIIG OF UNITED STATES • 
'!'IEASUIIY WM FIIWIC[. C.. ITT£[ AT Ttll 1 1Q.ICK A. 11. SATURDAY, 

IMRCH H, AID AFTtll •nt~ WAY£ LHCH WITII SELECTED GROUP OF 

FIFTEEII TO. T'IEm ~SEin'ATIYU Of' liM SAYINGS IITAfF, VICTORY 
\ ' ; I 

FUND COIIUTTtl, MID tTitERS. 

MCLARIN • 

• 

f 

I 

.. 
,/ , 
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111'111111 or 1.0o111 

..,.. •• 191.3 

w. s. VcL4RIII, JSQ. 
PRESIDI!IfT, l'IDI!IW. IISIRQ IWIJ: 
ATLAHTA, Q!ORQU 

11ILL Bl lliLICIITID '1'0 A!TIIID tOUI IIIITJIIO 1IIIm ftU'IS 

tuASURT liAR PIIWICS CWlrtliZ AT '111 All SAMDAt AS 1IIILL AS 

LUIICK!al. IIISSIIS. RDBBIIS, OIIAYIS, IOP1110'1'011, GAIIBLI 'IIU. 

Bll 111'1'11 liB 

TIIOIOM 

\ 

111111! ... IIIAU, lL 
·SIICUI'AIIX or '1111 !IIIASIIllt' 
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. . TREASURY DEPARTMENT 

m SICI!E'fm 

T!D a. OAIIIILI 

1Hft1t ~COMMUNICATION 

Tho o!t1c1al JIUV will leue bore at -tM;..(; 

DAnllar. a 

in tho See~ta%7 

ot tho la"71o plAno. Coa&n•_, Rulapeck will be in tb1o part)'. 

Part)' will arrin 1a Atlanta at 

Goumor &m&ll, ca..u-z. CCIIIIer ....s lla.rioo m... lOll OD4 llecl'ltaz7 

fDox 11111 be Ulc• at ... co to tho Oonmor' a llaDd<11 for a root, 

At 6 o 1Glock, )'Oil will be Ulc• to tho Capital Cit,r &uditoriua 

whore a •otiJI,f Ia!..., u "!ho People'• Part,r• 11111 be bole!. Detaila 

o! tbie •otiJI,f are u !ollowe: 

Invoct.tion - - - - - - - - - - - - - - B1ollop Jobn lloorc llalkor 

llolc- to tho People of Goorpa - - - llqor 111111aa 8. Jlartoticlcl 

Alulo'UIIc-t o! Tot.ol War laD4 Salea 
m4 Tlwlko to tho People - - - - - - Jalm L. Conner 

llo4lo)' of S.J"Yi.M Ileac• - - - - - - - lav l!alld, P,.._,u,bt School 
U.Unrdt7 of Goorpa 

DlrYo111JI,f of Stop Dl.eplq - - .= - - llar,....t 'iti tell ell 

.l. ,.,.._tatiae of Color.-41lard c...,ao4 of ell Ser't'ice• 
•• lat1Aul .&au.- - laV lall4 

Inti'OC!IIotiae of Diot1Jip1&ocl O•ot• - Jalm L. Connor 
m4 a ... or O•ot• (P.....,t• ot Goorcia boTO • usa ATLAIT.l) 

IntrochaoUae of leorotarT of Troa11117 
Bci17 llorftllthau. Jr. 

Iati'Ocl1aot1oa of 1eorot&17 of la"7 
PNIII< belt 

259 " 
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Acceptance o! Atlanta F..ad 

Pr.,entetioa of Aw.r<le 

Broadcaet 9130 to 10100 P.M. 

AII!IUOA----- ---------- lt.V 8anc1 

Cloeilli Prqer - - - - - - - - - - - a,_.. Be,_., L. Tumer 

oon - lxl.t Wareh - - - - - - - - - ••v BM4 

I wUl lin 70U the opecit1c chtallo 1d.th I'Mptct to the occeptuce 

or ~be Atlante l'lmd and the a~ o! Cert1t1oat .. _. JOUraelt u 80011 

aa tbi.o 1e coaplete. 

A ~ute opeech 1a be1q prepared tor 70u tor ue em the belt-hour 

.ation-wide broa4caet. Aleo appaar1Ar em thie proaru will be Ooftraor 

Amell, Cbt.l..l'llllll Ccnner and SecretiJ7 lnox, who 11111 delinr an ls-.1nut• 

addroee. 

Senator IIUIIell w1ll attand th1a -UQa. Be 11 t.lrea<lr ill Georlia· 

Senator Oeorp upeota to attend but will co and retura b7 trt.ill. 

He 1e to coatira tbio toclq or ~. 

CG~~~re•- Tiaacm w1ll liCit he able to att.IDCI • 

• 

260 

Regraded Unclassified



• 

0 
261 

PIOII : 1111. SCIIWAIIZ' 8 OFFICI . 
n. S.oreta~ '!0: ------····--·-····-·----------

The Bte~•a Saturday etory on 

the April driTe ••• baaed 

pr1mer117 on the .AIIlarioan 

Bellkar'e report or the Pbila­

delpbia aeU1111, with Cbairaen 

Willie .. • deaor1pt1on or our 

hoped-tor ouato..ra attributed 

to llr. Robbina to Mlte the etorr 

.ore loo el, llr. Robbins a ada 

no atate .. nt to the Star reporter. 

0 <1W...ijl 
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Capital Store Sales 
10 Per Cent Ahead 
OflastYear 

Week's Volume Jumps 
Eitht Per Cent Above 
Pr .. ious Period 

?62 
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.ua:RICA!I WOC!3 - Ksrch ll, 1943 

NEW-'J'REASURY DR 
TO STRESS SALES TO 

263 
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CONFIDENTIAl 
264 

tnrl!ID IUDI IUIIGS JOIIDa • 111111 J1 

Oo~Q~..,looa ot llaroh 1&111 to d.ato wUb 1alot 4v1111 \bo 
.... Dllabor ot buillou dq1 ill lollrur7 u4 ltiiJUrT 19~3 

(At i t l'\10 prioo ill tbouaaadt ot dollar1) 

Date llaroh 

• '· 71111 • 1 .7~ • 6, 7116 • 12,810 129.~ 

2 11,118 20,63} 21,11~ 15,621 911.6 

3 13,oo6 33.6}8 27,2$16 }1,021 l2J.J 

4 19,923 53,561 52.930 117,128 101.2 

5 32,229 85,7119 $16,8117 69.173 101.1 

6 25.~ 111,193 116,513 101,696 95.~ 

ot tbt 
~YIIIOD ot Retoaroh lAd ltat11tic1. 

All ttcvu .... 48pc1ih with tbt !T1uu.ror of tho UD1h4 Statoo CD aecoaa\ 
at proo .. 41 at a&lo1 ot UDihc!. Stahl aa•iDCI boad1 , 

liptl bon boo ro-ed \o ,..... .. , tbouau4 u4 will a.ot Dte>tloar117 a44 

to total1. 
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Date 

2 

3 

4 

5 

6 

WNfiDENT/At 
265 

Ulll!ID I TA'l'll UVUOS JtCPJ!I IIIllS 'I AXIl ~ CCIOIUD 

0o•p&r1oo" ot March •aloo to 4ato vlth oal oo 4v 1q tho 
oa&o 111101'bor ot W..iu11 4&1• 1" 'lobl"II&J'T &114 JUtaazo7 1943 

(At houo prioo h thouo.u4o ot 4ollaro) 

March 'lo'bi"CC&J'7 

• 2,4112 • 2,1!l!z • 806 • 2, 716 JOJ.~ 

2,869 5.3ll 9.720 J,OJ6 511.6 

6,6112 11,953 11,290 6,1J7 105.9 

4,467 16,42o 28,198 14 .I':><) 58.2 

15,596 32,016 48,264 18,428 66.3 

9.058 41,074 65 ,1o6 29.726 6) .1 

411 t~.«uNo are 4epoo1h vith till froaouror ot tho 11aUo4 Sta t u OD aoc~ut 

of pr ooeed.o ot woo· ot 'll'llitod. Ita too aarlJILCo 'bolld.o. 

'li&Voo han 'be011 r o-14 to lli&I'Ut thouao.u4 ad vUl " ot aoooooar117 144 
to totala. 
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....... lHI. 

I awi'Mlate 7ft~' Wll7 I1'Mir l .. ter et ..... 4
0 

11M..._ tM ·-'-•• I - ...... ....... .... ,.. ,.u ,.. ........ "" •• - ..... ,......,.. 
••U'allF ................... ,. ,. .. ,.... ....... . 
lla\ w _. ...,...1 wUil \M &Mid" h•lt • 

.._ ,.....,.,.. ...... - ..... ,1-.a 
UM .. 'lie a'llle te leak to ,.._, aa ,.._ .... ._ .. 'lie 
la ...... of tM .. ..,, far.., Mlp \Mt ,... .., 'lie 
..,..lallF ..,U,.& k cl.a u . I _,. _,. tllat la \lila 
put \M n .. of T .... _. hill- llao 'llaaa ••• MlpN 
•• u, 11M w ... ut wl11 ••"- .. 11e .,.wtau .. 
ot ,_ atUt-. la •• ....... 

WUiliiSM ....,U, 

... .., 2 ---·-· .,.~ ...... 
lalllllt,'-'-,.,, .. 

{8ii!Jed) B Mo~n•h•n, ,11 

Oopr or 1nooa1111f an4 
ropl7 t o llobblna 

ru e l n Dlal')' 

./ 
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Jolralre,Ar tHona 

J.laroh 4, 1943 

Dear Mr . J.lorgenthou : 

~ter vou obd Bill Robbln8 tollred to 
ae on the phone Tuesdov I called Bill book ( <V'ter vou 
had left roshtngton) and told hla t hat I ~ul4 tolre 
the job and report for ~rk on J.loroh 17. 

and 
vou 

Todolf I have hod to call Bill ogotn 
reverae that decision; ondl i feel that I owe both 
and hla o sincere opologv and o full ezplonatlon. 

Mv ortglnol oooeptonoe was too qulcKllf 
given because I om onzloua to do av utmost In the war 
and don 't lllre to fotl to respond to anv appeal. Mv 
revereol followed because a faolng of foots about the 
altuotlon at Toung ~ Rubloom conv inced me that my 
place of greote8t value te there for the nezt stz 
monthe. 

Here ts the point: 

The aon on •hoa I place chte/ reltonce 
when owov froa Toung ~ Rubtc011 te Chet LaRoche, cho Ia 
no• htaael/ OOXJV/ roa the coaponv doing o j'ull-tlae 
r;or job oe Chotraon of tile Adverttetng Councfl. The 
oeeuaptlon on which I agreed to hie going was that I 
~uld be on the job during hie obeenoe. l/ I hod hod 
o .or job when Mr . LaRoche left o oouple o/ weelre ago, 
or hod aeen one coa lng, he rDOuld not hove le/'t. 

3ht/ts ore now being aode In lrev jobe 
In our orgont•otlon which under the olrcuaetancee 
require •v eupervtelon for the nezt aeveral aonthe. 
Our pereonnel problem le olaoet oertoln to be still 
aore eeverelv coapllooted In theee aonthe. re hove 
olreodlf loet to war eervloe 170 people out of fewer 
than 700, and under the Monpo~r Co.-leeton poltcv 
etand to loee e~v able-bodied aon under 38. In 
eoae departaente thle aeone 8S or 90~ o/ the elrllled 
pereonnel . 
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Our abtlttv to meet theee conditione 
ia vital not merelv to our olient aervicea, but to 
the wor~ we are doing jor the Treaaurv Department, 
the lor Manpower Commtsston, the Departmen t ot 
Agriculture ana other war agencies , 

The organtzatton neede etther mv 
l eaderehlp or Mr. LaRoohe'e , I am eure that we should 
not both be awav at the ea•e tt•e. For etz months 
laet vear, I was tn raahtngton or gante tng an I~or.atton 
Dlvlelon jor the Far Manpower Co .. laaton,a nd It jell 
on LaRoche to ta~e care oj Toung • Rubtca•. Now the 
81tuatlon Is tn reverse jor a aeoond elz •onths . 

In the aeantlae I shall not be without 
value to the war ejjort, through our wor~ In Toung ~ 
Rublcam, At the end of the alz monthe I shall want to 
tac~le ano t her personal war job , 

I apprec iat e verv genu tnelv vour call, 
and the co~tdence Bill Robbins ezpresaed tn mv abtlitv 
to help hi•, and I regret t he o troumetonces wh ich make 
It tmpoaelble for me to cot at preeent oe I should 
like to do . 

Henrv Morgenthau Jr., 
Seoretarv oj the Treaeurv, 
Faahlngton1 D. c. 
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Dear Ur . Rubicam: 

I appreciate your very frank letter of !larch 4th, 

end under the circumstances I can quite understand why 

you fel t you were not free to come to the Treasury. 
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TREASURY DEPARTMENT 
270 

INTER O FFICE COMMU NICATION 

DATI: 

CC::FI OE::'i'!AL 

!!~.robS , 1913 

TO Horgenth~>.u 

~ 
!:Su\Jjeot : us1neos Situa t i on , 

end1ne; l1aroh 6 , 1943 . 

SU!lLllll'Y 

::l' tionc l inoot:te : The long up s1"1n in nl'ti onrl inoo"'e '>8-l"Ilents 
or-1•rl ed tlleu. to o. ne1.- h1::;:1 r r.te in Jc nu:- r y , 1 hen tl'.e e.nnual 
l'L'te or "OI'YI:Ients ndvenced t o 132 b11110D8 . This CO;>?ereS \11th 
130 . 1 b1ll1ons 1n the previ ous ::~onth r nd >'i th only 74 oil­

lions 1n t:te errly :;>e.rt or 1::t;o, just ilctore t he E-xtend~<\ rite 
be 'I'D . Aotucl inoo:ne p:>yoent• 1n J rnur.ry t•ere l'bout 7 •ereent 
l eor t han i n the :;>revious conth, but the C'.rc!ine 1:ec less t i.rn 
ocraon~>l, •·h1ch rnieec!. the Pnnurl 1':> t e . 

De~t~ent s t ore enl ee : The FRB sensonn11y-~dJusted i ncex or 
deo' rtUient s tore sales in Februnry eonred to n ne~: reeo::-d h1 ·h 
ot 165 rl•om 143 in t he previ ous mont h . Althou:;h the :pe1..:: in ' 
eoo1•e buying ~.ppv.rently Hils 1·enohed in the veoonil •·eek 1n 
!l'ebrunry , dent•1•tment s tore or.l cc in t he 1ns t llePk of t he 
r.lOllth Here st i ll l'Unnine 26 oeroent nbove l nct ye:or ' s l evels . 

Com :odi tt "rices: The ·enere l orice l evel i c r1o1n -rndunlly 
but a e80d11y . The BLS all-cor.~ Jod1ty i nde:: 1n t he l nt>t 1-'ee:: 
in Febl'U• r y roM 0 . 3 })ercent t o n ne11 h1 ·h o.t 102 . 7 . T'me ~is 
36. 9 tlel'Oant h1:;her t hen in the -ore-l:cr QOll t h or Au -ust 19_,9 . 
Bns1o OOllWiod1 ty prices lc.st :·eel: aho1.ed t'w•t her .:;r.i ns , 
~t1ou1c.r1y tor l1vestocit nnd (;l't.1n . 

Stool-; mnr!tet: Tradl ns activity on the :·e,· Yorl: E.xchnn;:e e.:;ctn 
1norenoed last week , althoU&h t he net tlilv~nce 1n >rices f or 
th e \leek u rs small. Pronoted by t he increased trnd1 11{; in 
1o••- prioed stocks, the president or the lie•· lCol'i{ Stock 
Exoho.nge hns urc ed i nvestors to use cauti on 1n such trans­
aotione. 

Food oun¥11oo: A prospective civilian me~t r t• tion subst M tially 
Ieee han had been i ndicated on bns1e ot eto.t1ot1cnl meo.t 
euonli es hils centered a ttention on tho ext ent or viver s1on to 
b1nck mnrke to. The extent of beef 8lnu,;hter outside Federr.lly­
inspeoted n1unts 19 i ndica ted by o. shl\l'l> i ncrer oe 1n hides 
r.lcrketed 1'rom non-inspec ted eouroeo . 

Regraded Unclassified



- 2-

Rnte of 1ncooe nayment s h1 ~er 1n J a nuary 

The r apidly rising t r end of income payments pr ovides a 
bt\OJ<cr ound f o.vorable to recurring waves of heo.vy consumer 
buying euo,h as t hat of the past few tteeko . The uninterrupted 
expansion in the annual r a te or national income payments 
&inoe t he Apr1ng of 1940 oo.r1•ied it to n ne11 peak 1n J e.nua ry, 
1:hen the ttnnunl,_r ate r o se to $132. 0 billions . This comnares 
t:l th n r ate of ~130 . 1 billions 1n the pr evious month and Hi th 
apnroxlmately $74 . 0 bill ions 1n t he early nart ot 1940, before 
the lone; upal:ing got under vny . Aotunl incoce pv.ycents in 
J :muary \Jere seasonally lower, about 7 percent below those or 
the previ ous month, but the decline wns less than the noruel 
eeasonnl expectation, hence the annual rate ot pn•~ente rose 

• to t he neH " eak . 

Totnl @ID?loycent i n non- ar-rioulturnl es t nbl1sh:oents in 
oid-Jc.nuo.ry we s about l c1lllon lese than a month eP.rlier , due 
nl:Jost entirely t o t h e usuP~ seasonal d eclines in trt>.de c.r.d 
construction . l;evertheles• , peymf'nts tor snlnrles e nd vagee , 
by tar t he most important fnctor in no.tion~.l lncoe~e pnycents , 
11ere only sl1e;htly lol1er th~.n 1n December. l!oreover , in 
oomrmt•iaon ~11th J anue.ry 1942, paym~nto for sa l ari es end >tas es 
1n J c num•y ehotred a gP.i n of 33 oeroent . Duri n(' t he interven1nc 
yevr , o1v111nn empl oyment 1n non-ncrioultura l est e.blish:nent s 
rose 3 ,030 , 000 to a total of 37,906 ,000 . 

Senoonnlly- adjusted deoartment s t or e snles at record high 

As a result of the he~vy scare buy1ns durin~ Febr~~ry , 
the F'RB seasonnlly- adjus t ed index or depcrtment store se les 
in th:-.t mont h soared t o a ne1 · nll-t1~:~o hi.;h or 165 as coc%1'ed 
l<ith 143 1n J nnu(lry , vh1ch in turn was a recot'<l fi:;ure . 

271 

The dotlinant factor in the r ecent t:nve of retell buyins 
has a?l)Gren t lv been feru· of shortC&es nnd e:,tens1on or r r.tionin; . 
The o;,'I las t \;e ek endeavored to reassure buyers that clothlns 
r a tioning 1a not 1mm1nent , while the II!'B Director of Civilian 
Suonly ngain r eferred to the heavy etooks ot 0oods i n rete1lere' 
hands. The tull effect of these o.nd other reassuring statements 
remains to be s een but buyinG has moderated soaewhat from the 
!lSBk reached 1n th~ second week in FebrUBl'Y, ••hen departmen~ .. 
otot•e enlee r~ n 45 yercent above yenr-evrl1er levels. 6Duri ::. 
the l as t I!Oek 1n ,February the ealeo E;V i n narl'Ol'ed to 2 "ercent 
fl'om 33 percent 1n the p1•ev1ous we~Jt . ( Bee OhE.rt 1 . ) 
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Further decli ne in ooneumer credit 

One outlet tor t he increased income a ccruing to individuala 
has been the reduct ion ot consumer indebtedness . During January, 
consumer oredit out s t anding is estimated to have been cut more 
than 5 pe1•oent , thus carryi ng the total down to $5 .S billions , 
according to Federal Reserve Board ticureo. This represents 
a decline ot e bout ~4 bi llions or lfl Percent !rom the oee.k 
renohed at the end of September 1941.· · 

Charge accounts (su'Oerseding automobile credit) no>~ CO!!lJ'rise 
the largest oingle item of consumer credit, and are esti~ted 
to have totaled nearly , 1.4 billions at the end ot January. 
The recent heavy buyin& at de~rtment stores nnd women 's ap~arel 
stores probably was accompanied by some increase in cher=e 
a ccount credit. This develo!)Qent , to.,ether \11th the necessity 
o~ ceeting !!arch income tex payment~, ml'y result in an increase 
in t he number of frozen charGe a ccounts. However, it is 
doubtful thnt this >'ill provide any si.;nit'icant checlt on Sl'.lee, 
since an inorersing percente&e of enlee has been tor cash. 
Titus, in Jcnuary cash sales accounted tor 57 percent ot' totnl 
department etore s&les volume, as oompal'ed IIi th 50 percent a 
year earlier. 

Fu1•the1• increase in stook merket ac t1 vi ty 

It hns been predicted by vnri ous obse1•ver a t hat restricted 
outlets tor consumer s-oending, coupled t;ith rising income 
payments , would eventually l'esult 1n considerable money spilling 
over into t he stock mer!:et. The recent e.ooelereted price ris e 
r nd brondenine; ot activity in the securities markets suggest 
t hat this developcent I:l&y be e.lrerdy \mdel' vey , although ot her 
i~oortant factors also ere at work. 

On llonday of !eat t:ee!:, and a..;ru.n on ~:ednesc!ay Pnd
1 
~hursdey, 

trading on t he lle'h' York Stook Exclll' nse rose above 2 o1Lion 
eheres, thus attaining ievels that had not been reached since 
the heavy trading following our entry into the HI'.I' i n Dece:ober 
191fl. Priou elso displayed turther st r engt h , but gains vere 
leas the n in the -orevious \reek. At the olose on Saturday the 
Do1·•-Jones average& of industrial , railrol'd and utility stocks 
sh~~1ed only tractional changes from e. week earl1er. (See Chart 2 . ) 
The recent increase i n stock trading has been aocom-oanied nyl 
unusually heavy trading in low-priced railroad bonds . Larr,e Y 
as., result of this activit y , corporate bond tradine ontt~e 1 llew York Stock Exchange .on l·1edneadl<Y renohed the higbee eve 
on record. 
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Heavy buying or lol:-orioed stocks 

An outst~ndin ; feature of the recent rioe in the stock 
market hao been the heavy volWlle or trading in lou-orioed 
otooks. This has atta i ned ouch proportions th~t on- Thursday 
the oresident or the tiel; Yorlt Stoclt Exohans e issued a sta tement 
ut•r,;int; investors to exercise onution in buying loti-priced 
ehc.reo. 

In this connection , an article in Barron ' s recently 
stated that repo1·ts from some industrial centet•s ouch as 
Detroi t nnd Bridseport indicnted thllt 1:~.r ~:orkers have been 
heavy buyer s of lo~<--:>riced stoc!te . Last 11ee:t the Journal of 
Co=erce nlao re':>orted that l:l'.r l'o!'""''" t;ere using increased 
errnin a to buy stocks, and in rddition eal.d thut refugees 
1 ho hvve btoen through the experience of inf~etion in Euro!)e 

o.re believed to have contributed to cuu•:tf't nctivity.· ':'ile 
buLlt or recent buying hc.s been tor cc.oh -- about 90 percent, 
nocording to \lnll Street repo>•t o -- c n~ bro:ters' lo:l.lls shot; 
no evidence of e.n eX))Msion of oredi t tor secur1 ty "urche.sin(; . 

Price level continues to rise . 
Hecwy oon eumer and Government demand fOl' et a)')les helped 

'lUSh commodity prices to still hir,her lovels le.ot >:eek, 11h1le 
rising stoolt prices were reJ)orted r..lso to hllare nffec t ed the 
co~nodity ma1•kete . The BLS index of 2S ba~ic comuoditiee 
increased 0 . 1+ percent in the tTee:c ended !larch 5, and has 
ndvtmoed 3.9 .,ercent since llovemb·er , 1·hen ?rices l·tere 
oomp~rati vely stable . I n t he tlee!c ended Februar~ 26 , the 
BLS nll-oo~odity i ndex advanced 0 .3 ~eroent, ann e.t 102.7 
stands 36.9 percent h1;;;he1• thc.n in t he -,re- m .. r oonth of 
August 1939. (See Chart J.) 
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All 7 uncontrolled bnsic coocodities touched nev ~ar-
t i me highs lest we ek , carryin6 the index U? 1 . 2 ?Brcent dur1~S) 
the uee!t and up 1 2.3 percent s i nce llovember 20 . (See gh2.r;rices 
Livestock prices last 11eek lters pnrt1culo.rly stro:15. og . 
were the hiGhest in 22 years ae t raders realized that the 
inferior quall t y of recent supplies ltnS a detini te sit;n that r 
the 191+? spring Di g croo was about exhnusted. Hisher price~1to s teers ~leo reflected diminiShing suppli es of c~.ttle availn e 

tot• mn~•Jcet . 

Grain pr1oes continued to r1se ao the Ho~ee~~i~~!~i~ 
Collll.littee n~nroved Food Adminieirnt~r ~!~~:~n:-cmned •·hea t tor 
an additional 100 mi lli on bushe ~doonrtly nullifY the edvantage 
reed, but the Committee plan wotu thnt none be sold ror lees t han 
of this oensure s1nce it d1rec e 
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the parity price of corn. (Feed 11heat was previously sold at 
S5 percent of corn parity. ) It wao also reported that the 
Office of Economic Stabilization will shortly direct that the 
ceiling prices on corn be lifted from the present level or 
92 percent to 100 percent of parity , trhioh l'IOUld tend furt her 
to inorena~ feeding costs. 

Food demands hi gher than eunulies 

Food demands on th1s country cannot possibly be met in 
full even i f the 1943 production goals nre achieved, according 
to infor-.Aation au:>plled by Secretary 1/iokard to the Senate 
l!ilitnry Atfalrs Committee . Las t l<eek oevat•al measures were 
t aken in nn eff ort to alleviate the food aitur tion. The Senate 
Mil1tnry Atfll.lrs CoJ:Jm1ttee approved and released tor floor 
action the Bankhead bill tor deferment or t~ workers from 
the draft. The Department of Agriculture announced that the 
CCC will subsidize the oroduotion and orooeaeing or t he entire 
1943 crop or canning vegetables i t necessery, to compensate 
canners and growers tor addi tional operating costa expected 
this year . 

Meat r ation curtailed 

The tight ening meat supply situntion was hi gh-light ed 
by an announcement by Food Administra tor l'lickard of the forth­
coming ment r e tion. Th1s r ation , to be affective next month, 
\/ill consist or 1-3/4 pounds ueekly per cnpita of oeat and 
cheese, instead of 2-1/2 pounds of ment al one aa had been 
sug·ested earlier. The reduction in the nnticipoted meat 
ration may be ascribed to the tollovins: 

(1) Belief that the Government cannot ensure 
eouit able distri bution or a lerger amount, owing to the 
saall amount of Federally-inspected ment nYailable to enter 
intersta te commerce after Government t~~inea, owing to black 
market operations and t o mald1stributicn due to price ceilings; 

goal&J 

Nations 

(2) Probable smal ler production than called ror · by the 

( 3) Po'ssibly greater military, lend-lease and Uni ted 
requirements t han hereto~ore have been made public; and 

(4) Poeeible recognitlcn or the recently-enunciated 
Cornell suggestion that the only lray to eave muoh rood is to 
reduce civilian consumption of livestock products severely, 
and increase the use of grnina and crop oroducta . 
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Outlook for beef euooliea 

The Dapertment of Agriculture'& goal for beef pr6ductioo 
in 19~} ie about 9 percent higher than 19~2 production 
although the number of cattle on farms January 1 (othe~ than 
dairy onttle) was only 5 percent more than last year . Federally­
insoeoted beef production in 1942 was ll peroent greater than · 
in 19~1 , but the gain narrowed in the latter halt oi the year 
and in the final quarter beef production under Federal 1nspec~ 
tion was not much larger than in the corresponding ouarter 
or 19~1. The decline in the last quarter was due to a aharo 
and unexpected decline in inspected slaughter of steers, · 
coupled with a falling off in live weight . . (See Ghart 5.) 
Slau~hter of cows and heifers in 1942 was lsrser tnan expected, 
and compensated somewhat for the decline in slaUGhter of steers. 

Un1neoected slaughter increasing . 

All reports i ndicate that uninspected slausnter of beef 
has increased markedly, but no st atistic& are aveilable to 
show the extent of the increase. A strons indication, however, 
is seen in a eharp and unseasonnl increase in the number of 
hides reaching the market from sources other t han Federally­
inspected pl ants. Oonfidentid dat a from the Tanners 1 Council 
(see Chart 6 ) show that in December oattle hides from uninspected 
slaushter allnoet doubled those in Deoembel' 1941. To 1·1hat 
extent black market operat~ons are reeponsible for the increase 
onnnot be definitely estimated. The further decline in Fe,deJ,al.lY~ 
inspected cattle hides in January 19~} a ny presage a continued 
r1ee 1n uninspected slaughter. 

The decline in Federally-ine?ected beef ~reduction is 
not entirely due to black market oper ations. Returns from 
cattle feeding operations are currentl y lees a ttractive than 
returns from hog feeding . 0\dng to uncertainty concerning 
price ceilings ca ttle ~ere leta 1n t oin& into feedlots last 
fell . This ye~ t here 1s every indication that fed cattle 
again 1.~11 be short, and t hat average live weight Will continue 
to be subctt>.nt1elly lo>ler than in 194-l, owing to high feed 
coste and d1min1Shed returns for tlell-f1nished cattle under 
meat ~rioe ceili ngs . 

HeM~Ihile a meat control pro!!rtuD to be put into effect 
Ap1•1l 1 has been announced by the Government . All l1vestock 
elaughterere inoluding tarme1•s and local butchers , ~rill 
operate unde~ a permit, their identifying number to be 
stamped at leaot once on each ~holesale out of meat, so tbnt 
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cents o~ be traced to their origin. All livestock dealers 
lflll have to obtain permits to buy and sell livestock and 
keep recorda or their opera tions. Blaughterera onerat1ng 
under Federal inspection must eat aside tor wnr usee designated 
percentages ot t heir production. Retell pries ceili ngs 1n 
dollars and cents, by zones, have been announced for pork 
products, etfeot1ve April l , and trlll be extended to other 
meat s . 

Crop prospects 

Otring to the great demand tor tood thi a year , and the 
tact that last year's high production vae achieved under 
unusually :revornble weather conditione , core than usual 
a ttention ie being given to the e:rteot ot the weather on 
crop yields . According to last week's report ot the Weather 
Bureau, a r ather severe freeze in the week ended !4arch 2 agllln 
danated ve etation in the Southeast, as t a r south as northern 
Florida. In the central Gult Btntee, ho>rever, the outlook 
tor t ruck crops is generally prom1s1ns . Som'e dlll!lage to Hheat 
is apparent in the Ohio Valley Stntes , nnd rt>.1n i s needed 1n 
the western 1·/hent Belt, but in moot ot Kansas wheat is still 
semi-dormant. 

, 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DATI: 

March 8, 1943. 
•o Secretary l4orgenthau 

' "
0

" Joseph J. O'Connell, Jr . 

At a st aff meeting last week you mentioned 
having met a member of the Catholic clergy on 
the train coming Eastf but could not recall his 
name. At that time ventured the guess that 
it might have been l.!ons. John A. Ryan, formerly 
of Catholic University, and at present connected 
with the National Catholic Welfare Conference . 
You may remember having attended a testimonial 
dinner for him at the Willard Hotel several years 
ago. He is quite an elderly man and an outspoken 
New Dealer . In that connection he made a speech 
a couple of weeks ago warning of the dire results 
that would follow a Republican victory in 1944, 
and I am informed, received a nice l etter from 
the Whi te House about it . 

On second thought I am inclined to think 
that the man t o whom you refer was not l4ons. Ryan 
but rather Bishop Hugh Ryan of Omaha, Nebraska. 
Bishop Ryan was fonnerly the Rector of Catholic 
University here. 

?83 

• • • 
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March ! , 1943 

:.;El·lORANDUM FOR THE SECRETARY 

From: Mr . Blvu~b 

The .lays a.'lci. ~lean~ Coo .!ttee r~et oll afternoon 
1n exoo~tive session , excl uding tte Trenrur] staff 
1 ,,a, tile ,.t!<::r of t he Joint co,.-.1 ttee . 

At the ~nd or the section C~lr~ar. Dou~~t~r. 
ann~~nced t hat :h~ Comxlttee ted turned down two 
plane: (1) By e vote or 16 to 9 t~e Carl~on Bill 
co~Drl slng the Ruml pl an , end (2! by n vo:o or 13 
to 12 , the pr oposal or ~!r . Disney thet withhol ding 
nt source be i mposed but the coll cotions to be oppl1ed 
to the l1c;ui de tion of peat 11ab111tiee rather than 
pay- se- you- go on cur rent l 1ab1lit1ee . 

The Republican mP.n:bel'G of the Coml'l lttee issued 
a statement se t ting forth t heir oavoorcy of t he 
Carlson Bill . 

The Commit t ee 1a meeting again tomorrow mor ning. 
Pree'.llllabl y e. t tha t ti:ne vto r1oue comp1•om1se noeasuree 
Will bo voted on. 

At the close of th i s =orn1ng1 P seFe1on , Chnl rzan 
DO•lfht on 1n conversati~'l e~• th !'r. Surrey t>:>C. r::e , too~ 

ehe Treasury t o t a sk for havln£ en 1ncona1atent 
pos1:1on on pay- ee- you- go . The r~ftson ror tnls ~Y 
have been tbe ract t het Congr essman Robertson clai~ed 
that the Treas ury was tor hla pl an . 

Neither Mr. Robert son ' s clBl~ nor t he Cha1r~an ' e 
remarks are Just1f1ed in my op1n1nn . ) ((8 
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COMMITTEE ON APPROPRIATIONS 

HOUSE OF REI'RIESf:HTATIVIES 

WMHINOTOH. O. C. 

lion .Henr.v l!orenthau,Jr. , 
, iecr~tarv or ~ho Treasury, 
Ja~}. uor;ton , JJ •'-. 

"lear L!r .!:orftnt hau: 

::arch 1 , 1943 . / ptf\ 

You verv kinaly sug~sted ~ha t there miP.ht be a 
1lOSI1hility of a position :"or:'oz:mer .1enresenta tiv11 "7illi!IDI 
'i . $-hulte with the bonu sel h .. or,~uation at ~!' . 000 
a year . 

1 have dPlayed. replv~ to your kinu offe r until I coula 
hear f rom ;~r.Schulte . I have a letter f rom J.i.JD touay ex-
1lre~sing his appreciation but ~tntir~ t ha t he 010 not see 
how he ..:ould ~t alo~ on t he sal ar.v 1 with living couai­
t ions so high in Washlllgton and i n Vlew ol' t11x e~ . etc . 'l'r.ere­
fore 1 belie•e you ma• consiaer the matter closea . 

1 wi s'h to expre:3s my deeP 1lersoMl aop•·eciation of your 
kindness in this matter. 

ve .... 

, 
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l!E!!O!!.'J<Dllll 

!larch 8 , 191.) . 

T01 The Secretary 

mo-..:. l!r. Sullivan • . ·~ 

All of the Salary S tabili.:aUon Uni~ olfices are 

:lear 1~ applications within a week wJ. th the excepti on 

o£ the Chic4<lo and Phi.ladalpllia officoD where applica tions 

r&qui r o f rom two to two and ono-half wooks for clearance . 
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WLB , Jam Blodcs Wage 11 
pper Brackets Get' QUid 

JOHN II.&ECHD 

The Treasury is giving quick approval to salary boosts for up~ 
Post leamecl today, but the War Labor Board is relatively slow in li · 

ngr~~~~T~o~boold:::! a $50,000 executiYe lo $60,000, his employer men 
·to the Salary StabUI2atlon Unit, Burt~u or lntemal Rownue, 1-..;;.......;;"-----
U. S. TrHsury Dept, 253 Broeclway, ~xplalpinc bow "in· 
equitable" the executive's $150.000 al4ty Is, obi bow ....,_ 
tlal It is to tbe prosecution of the war that he ~ granted 
a $10,000 annual incmue. 

Usually the employer's letter or application teturns In 
a lew days rub~r-stamped "APPROVED" &Ct0$1J the lace. 

The rubber stamp aves tlmt, -:--.-~:-::~~-:-:--=:~;:; 
for lhe 14 men In the S.Juy - but ltlll tlnJaMd the wtt.k 184 
Stabllb.atlon Unit af'tl kept to t'.a~ bclhlnd. 
bu.t)' wlth reQuest.t tor r.lllna The rli ii\J ooat of Uv1ng and 
e.xecutJvea' sa1aries tha t theY tho aTOwln& manpower shortage, 

- can't atop to CLLetate a Jetter In In hit op1nlon. are comblnlnt to 
every caR. prodUC'le both worker and employ· 

-

Servloa er prnaure tor wage boOst&. 
Samuel Wotthok. fqionaJ WLB 

WhUe 6e<:utl'(t:S ~t Jtrtt.r& menter and pre.kknt ot the 
lined eervke frorft the Treasury, Unlllld ReWl, Wbo.lesfk! and oe. 
)Ow.pald M:~ployea aometlmtt pertrM:nt score Employees (CIO) 
walt month$ tor War Labor ald. ""The Board 1s abMd of Ule 
Bo&rd action on thclr wt.ltl and Maff, WI\~ can't 1et c.'I.IN rudy 
sa.!;,.rkL f't't'ional WL8 ot&ot. 220 u f~ u the Board ean ad on 
£. Qd St. Is boe&ed 6owll u,ndtr U)tm. 
a eonttantly bla'U ' '"6 ao.ct ot lArcer Statr N ~ 
_......_ ._.a trorn-., '-"- IOld a ~ stall 
Yom and nortbem New Je~!· wu l'lftded and poln~ out that 

Apprtl.a. "'procnlfd"" stnte. the tM UUJe Slftl tonnula ~ Uw 
otOce opened_ Dte. t. toW ~ Wt.B tn a ttralt-"*dtet. 
o f wbkh L066 wen tDEII'OWCile Th.bl lomnal& permlta tk WLB 
dlmJ«d. 2t2 aut to Wuh.LDaton to ra._ wac-e nto 15 per cen-t 
tor cltcl;sk)ft and 337 merna to •t~CWe k!vtll pteYaut.na on Jan. 1, 
other ju.n.ctldlona. or withdrawn, 1&11, lhOUJh the COlt of Uvl:nc 
On hand are 1.700 .. u.n~' hu adv1nc!td In J:rtAt.f:t propo.-. 1 eues, and this baekfoc l'f'OW& tlon and lt atlll dlmbtn&. 
blal'er week by week. 1 Only In cutt where waee are 
IJrSt New c.. LMt Week prdved to be "'lnequJt,able" meas· 

t.ut w.ek torexa.m~.$Wnew ured •a•lnat prehJUri& waee:s~n 
'dde4. T&eodo~ w a alvtn tndu1try or plant can t e 

=~~re • WLB CAalrman: "UttLo Stttl" L5 per otnt ,tor1~.ula u . ' handled 350 Old be e~ed In the WIR t 11" 
eutt I&J'De wtotk-a reeord mtnattona. 
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TO 

TREASURY DEPARTMENT 

INTEit 01"1'1CI[ COMMUNICATION 

DATa 

Secreta.ry l~orgenthau 

Frances McCathran 
Karch 8, 1943 

CON TROVERSIAL ISSUES BEFORE CONGRESS 

?88 

. Unles~ Congress shilly-shallies, some maJor decisions 
on nc>.tlona l po llcy shoul d be reached this week in both the House 
r nd the Senate . vii th Chairman Dough ton declaring his committee 
would act "as swiftly as possible" after weeks of stalemate ., 
the House i1ays and Means Committee expects to receive t oda/ the • • 
•?y-as-you-go tax prooosal drafted by a subcommittee headed 
oy Repr esent P. ti ve Cooper. called the "Treasury's r eoresentati ve" 
on the Ways and Xeans . Although this olan would put the 
~RJOrity of the nation ' s taxpayers on a current basis, i t 
leaves the question of forgiveness t o the full committee and 
pos si bly to the House itself. geanwhile, the bill for a one­
year extension of the Lend-Lease program is expected to reach 
.he floor of the House today . Although there is litt l e con­
t roversy over the necessity of continuing the program. effo rts 
to t i e strings on Lend- Lease aid may be revived . Some quar­
ter s predict further debate on the i ssue of Amer i can commercial 
use after the war of fore ign air bases built under the Lend­
Lease orogr am, and there are r umors that a definite percentage 
al lot~ent of material might be made for ChinP. If this bi ll 
is disposed of as expected in two days , the much disouted 
D1sney Debt Limit Bill , with t he rider nullifying the Pr esi­
dent 's salary ceiling order and r eplacing i t with another 
drafted by Congress, may reach the House by Wednesday or · 
?hur sdav . In the Senate. Senator Bankhead insists he will 
Crll up'his farm labor deferment bill on Tuesday, despite the 
.:nr V.anpower Commission 1 s order over the weekend to cont~nue 
the deferment of farm labor even at the ri sk of not meet1ng 
the any's quota, and despite indicat ions that the Adminis-
tration might solve the whol e manoower issue through a special 
commit tee appointed by the Pr esident and headed by OES Dir ect or 
llyrnes . .Congress is seeking ita own answer s to what i t t erms 
the "manpower muddl e" in such mea sures as the Aust in- Wadsworth 
oi ll, providing for an over-all mannower draf t, and.in t he 
~ohnson Absenteeism Bi ll, now before the Neval Affa1r s Com­
~i ttee. In the Senate, t oo , the McKe llar Bil l is exoected to 
~••me up for debate this week. The bill was amended. however, 
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~bi le KcKellar was ill, to r ead thPt on ly "nollcy-making" 
off ic1a ls r eceiving $~ .500 or ov~r woul d be subJect to Senate 
confi rmation, ~nd to exclude Civil Service appointees and the 
oer sonnel of the TVA, which agPncy it is said McKellar seeks 
to control through approval of it s appointments . ·.~ith Senate 
committees or~oaring to advise OPA Brown on his orogr am , 
Congress as a whole threatening t o f orcP its f arm orooos~ ls 
on Secretfl ry \iickard, and a newly-crE'ated Senate Small Busi­
ness Subcommittee out to "investigat e the suoply lines of the 
home f ront," ther~ sePms t o be no ohase of national po licy 
which Congress (oerhan s, it i s beginning to be hint ed , like 
t he orovE> rbi a l bul l in the china closet) is no t seeking to 
cont ra I . 

c 
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TO 

... 0 .. 

c 

c 

29o--

TREASURY DEPARTMENT 

DATW I''"' 8- 1943 
Secretary Morgenthau 

Ra.ndolph Paul 

For your information: 

Pursuant to the reouest of the State 
Department, since November 8; 19l~2 , the Foreign 
Funds Control has been issuing monthly licenses 
under which approximately $1 ,000,000 was taken 
from French Gover nment funds in the United States 
under directions of the Tr easury Department and 
used for the purchase of goods to be sent to 
Martinique. This arrangement has been r enewed 
monthly. 

The arrangement has not been renewed as 
yet for the month of March at t he specific request 
of the St ate Department which apoa.rently is 
trying to reach an agreement with Admiral Robert 
at Martinique on a number of impor tant issues. 
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TREASURY DEPARTMENT 
l'fiOCU~IHT DIVISION 

WASHINGTON 

. arch 6, 1943 

' t.. OIUJ,D\Ji TO 'lliE SLCRE'i'ARY: 

Supplementing my report to ~·ou of • arch 

1, 1943, the pur chases against the .. orth A!rican -
Rehabilitation Program f r om ' arch 1, 1&43, to 

L1arch 7, 1943, totaled $156,842 .79 , or a total 

of rurchases for the program thus far of 

.;19,092, 171 .67 . 

Attached i s r epor t givinr; status of ship­

ping a&ainst these pur chases . 

inon~ 
ctor of FrocureRent 

291 
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Co=odity 

:.ew , used clothing 
Cotton piece goods 
Shoes, boots & soling 
Refined sugar 
Raw sugar 
Pol'ldered milk 
Tea 
I etches 
Copper sulphate 
Drugs 
Books ·'< booklets 
t.ails 
Lamp chia;neys 
Newsprint 
Printer s ink 
ach. finished book paper 

Cordage tt twine 
Cotton thread 
Chetlicals 
Cotton hose 
~ipples , bot tles, eye cups 
Phonograph records 
'footh brushes 
Wash basins 
Spark pl ugs 
Stora~e batteries 
Tires, tubes & tape 
Parts for autos, 

tractors harvesters 
'!'in plate 

• 
M FPHG RET·ORT AS CF !..ARCH 6, 1943 St:.~. ''-

Tonnage Tonnage Tonnage Tonnage 
Shipped to Date lfnder Load On Hand at Port En Route 
From II. S. A. At Port Y.'aiting Vessels To Port 

1654 301 170 
3960 f J ·25 494 1778 
150 106 

41S6 .5 
1545 
119.5 
171.5 
191.75 198 

3013 1848 451 
6 .067 
2 

100 5 22 
1'1 

305 107 207 80 
.045 .044 

2 
225 5 40 
19 '22 71 
2 234 261 

15 .25 19 13 .75 
9 

1000 Each 
.75 

7 
2 

47 9 
65 46 

28 169 203 
C45 

u 
~~~ - - - ... -- -- - - ,.- - - ·--.__.. 

I 
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CoJr.modity 

Coal cutters 
r'ullera earth 
1'rire rope 
Pig iron 
Shoe tacks 
Babbitt metal 
St eel 
Horse shoes & nails 
Gelatin 
Paint pigments 
Asbestos sheet packing 
Glycerine 
Calcium carbide 
Scrap rubber sheeting 
Sheet copper 
Brass rods 
Files 

Totals 

Tonn.age 
Shipped to Date 
From U. S. ! . 

17, 515.612 

u 

Tonnage 
Ender Load 
At Fort 

12 

54 

1 
8 

4 
247 

5,281.294 

Tonnage 
On hand at Port 
.'.ai ting Vessels 

71 
89 

15 

2.5 
2 

1,801 

Tonnage 
En Route 
To Fort 

120 
15 

355 
86 

9 

27 
67 
30 
40 

3,067 
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QUOTa 

.,••••<• Ho .... ............... ..... . 

BRITISH AIR C OMMISSION 
1788 MA8 aAC:HU8KTT'8 AVaNU&: 

WA.e HINOTOH., D . C. 

otth the eo.pliaento ot Dritiab Ai r Coaal&alon 

who encl ose Stetement r;o . 7S - Al rcraf't uespstebod 

- for week ended Karch 2, 194) . 

The Honouracle denry llorgenthau, Jr. 
Secrete%'7 of the Treuury 
'IIASIIIIIG\'0.( , D. C. 

llarcb 8 , 194) . 
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W'<O.O H<CO HO."" '' "'" ""'"'"""'-

BR ITISH AIR COMMISSION 
1785 MA.aaACHU..,.,.. AV&NUK 

WA8HINOTON, 0. C. 

TKLCrHoNI Ho•AitT 1000 

rli tb the COO!pliaenta or ort t.ieh .Ur CoMiooioo 

who enclose weekl,y Statement Uo . 93 co veri~>& 

kircr&tt flight Delivery •• at March .2, 1943 . 

Tho Honourable Henry liorgentbau, Jr . 
Secretary of the TreaBUry 
W~TOll, D. C. 

llarch 8, 1943. 
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sRnJ.,H JlO:;r .>..cn~r 
u.". s.:.c~<z.r 

O•·r~ 110.16 

oor ro s ... Ju.-rRAI..rit.r.::o 

!•1fo..,..Uon receiv..d up to 7 A.l4 . 

l. ~· 

On <>17th one of our 1notor &UJ1 boata sonk an £- Boat ofl' GR.:.Ar YAIWh rH. 

2 . ltiLIT •. h¥. 

ruri!~Ih. 6th . S~h hrey . Tho t~nO!Il¥ llltldO tv;o l:lain attMI;s on our 
positions from tho direction of !ULLUF and TOUJ/.NE limed et t.ha big~ b'l'Ound to 
the oouth-wost of the IIAP..;r!> _ ... :.O.liiii~ J.O.u. Tho first atteck """ oade at 
first llgM ene. the second nt 2 . ;0 p .a . In tho latter, which r.as h .. v7, the 
rae"')' ~.,;>loyod tl"o P&n~er divisions SU,>J-Orted by artUlnJ end air bo;,b:t.rdnsnt, 

but at no point p~nvtroted our ;JOsiti ons . JO enor.y t.:.nJ.~ w>re destroyed •.nd his 
lt:f-.~n t.ry cc.aual t.t es were high. t fl sua t. lnod no ~)( louseo e.nto our cf'sulr.lt.1es 
U.N report«; to b<, neg.li~ibh . 

first ~rm:r . fh• on"ey ' s At~.eks hJv~ not lx.en follo".lG up on.: h13 
troops ar~ ah~ ing 61&ns of e~uJtion. •• took over 100 orlsonars in ~trol 
eneountars. ln tho Cu:>trul S•ctor tho r'ronct. anJ U.S. Troops nr. consohdl! ting 
their r •cent ~oins . 

.!!l~J.!!,!t, . In upp,r nul.il '· Jo)'nne•o foroo of about 2 , 500, 1110ving north 
from l.lHTKHNA, huo occupied SU,!l'f,\llUM . 1\ s~cond un>al.l. forco advancing up ~ tho 
HUKAI NG VAI,L~~ is 11bout 25 miles from Lh" In<! ion Frontier . rho Ki\C!iltl levies 
fouaht woll on. i~'tctod many casue._tiofl on tho Ji<pr.nooc but thoy hrova nov spll L 
up . ,Jup.:~noiH forcaa ha.vu nlso •.mac.goC the ChintJO'> ut-. C!JIJ11l o1nr.1 t.h.: lL:.ttir nt·t. 
reported Ntirine to•" 11-ds lf.UI·.Gnt. 

). AIR ov.:.P. rroos. 

•• • 

""';r.;;.l FF.O~·r. 7th. 19 en~ n1rcrd't crossed the ilnl'lioh :>outh 
r.nd ...outh-coat COllet . i'wo woN de3troy.oc! bf Fithterr.. ?th/llth. 1.0 nircr.ft 
deope.tchad- Soa-ainint. )1 (4 .Uuing), Intruo!.ns 7, Lerfluts 2 . 25 •n"Jll>' bircr ft. 
fle> ovtir liouth a~c;l·nd, two peno>t,.,ting tho London ur><.. llcaufieht~rs destroiod J, 

TU!IIJIA. 6tb. 257 sorti~< n r > nown by fight•r ..nd Fighter 
Bo:nbe:re against cnttt1Y colu::nns in t he !olt.n..:rH nroc.,mld ln DW!ihl.>S ov..tr t.he forrd'd 
ar•a , tt.n!<e !1. r. and gun posit.iono weru hit. ~bout 50 JU..;!? sorties wure 111ado 
e.gainat. our tanks And Pi~htor Bomburs att..n.ck&rl our forv t>ord troops and one of our 
fon•ard ni rfield• . 

BURJ.I., .· On 5th and 6th llr,ht und fighter nircroft ntt ... cl<od ODOIII)I 

ratl>flly co.,.,uniootiona north' or 1WlD . ..LA1 and houtG on ~ho KALnDA!l RIV..J: . On 
6th/7th Liborotors drop.,ocl 16 ~ns bonbs on tho tA.'INOJ.I..AY r1..ilwav centro. 

RUSSin . 5th . Ru•:.inn Airort".ft torJ>O<IO<Ml ~nt.l ""nk s 14,00J ton 
Gol"!lllln ohit> tn northom "atars. 

4. HOJ.i.:. S.:.CIIHITY. 

t.ASrBOUI<tl:.. 1) f• tu e sual ties so f r roportocl troo bo:tbs drop ed 
about midday. 
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