
MISC. 1«0-B-3OM-7-42 (WFC Letterheud)

parao&al Hay 12 ,

Ur.

IB ay let ter of May 3rd, I sent yoa ay personal views on some of the
MpOTfci •£ tee organisation which you &re developing? far the sal© of

government MMTlttM during the n r« How, you have allied for aore specific PHj|i
gegtiona tod I hue jotted down my Itfttfttlfl ict©«s» Before doing so, however, I
thought i t helpful to take a quick look, s t the figures airway ftV&lXfcble showing
the rwmlts of the Second War Lo&n»

The MMrt striking figure i i tfet total sale of $l2f billion Us aea-bbnk
investors* fh&t is | 2 j billion above the "perfect iscor©1* ©stisi«ted in the aura>or*n-»
dbflU on the "Sources of Nnfti for flidwH BilllcwIlH In 1943•* A SiMgll comparison of
estimates ana result.^ is M i'cllowsi
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Particularly important |a the aftkeup ot these results ms been the lute
spurt in saleis of Series 1 bonas bo & Wtftl of about $1^ biliioja* All of IIMMM
figures have l« be looked At W l carefully, ho«ev-r, Mfel checkto -.er data be-

v&lltibl®, so that we ahfell not be s i sled h? appearances, Tim Series E
have some element of padding la them, in tbtit Mlei fo* Hit firBt week of

l i ittll M for QMi fal l isan.th of April tarn includeij and we ttwt also watch tfct
Ji^ie-July redefartion;-i to see whether there is an abocrsaX l l U t a flow of sales m&dm
under high pr&&3>ire* the fl{W*i of total sales to inciiviau^lji, pif tiMI sllljis, e t c . ,
include • certain MMrt of spscuis-tlve buying - riiin(r the pattern of ratee i t BJ
in called - which eferstuaily will m i l kiudl hcidin^s. The piirchaseg of
ccssiisai^s slid st̂ vija.;rs banks ??9r© ovor $ l j billion a bore the ©isti

I these iiistitiitiona eold substantial. «&RiotHits ef oi-ier issusjs of
securities (;--aa .not a l l short-term by any MOM) to MMWilil banks prior to ami
during UM April drive, UMM iacreaslng the cjnouat of fun.4s available to pay for
subscriptions to ths n©w issues. In addition, Mi the auccess of tfet drive became
apparent aad talk of postponeiaent of the next io£»n iintil September or October *ms
heard, sose anticipatory purchases by iMWPinM companies w®r« arre.ng«d. Nor sho
we treat gross sales of T&x Mot@s, 8MRUM C, M net investment in government s@curi~
l i t ! - that &zid a certain sBouni of niswiii t ir t buying of Otter issues will deflate

largely be~
government

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Secretary Morgenthau «&»
MISC. 140-B-30M-7-42

the figures of galas to "other corporations a*4 associations** All in all,
M llM fM&li are, I think '**© shall flsd that too many securities are still

directly or indirectly to the eawsercisl banks* Commercial bejkk holdings of
government s&eurititft® during the first four •Mttfef ef 1943 (Including the $2 billion
of 2% bonds paid for on May 10th) probably increased M ouch &s #10 billion, end they
&r@ only "supposed19 to increase $12 billion tariftf the* whole year if we are %• turn in
& 100$ performance according to the

Thijs leads ae to repeat wh&t I h&v© a&id before - that we cannot assume we
have licked this job. We need to tighten up our organisation and improve our perform-
ance* I start with the recommendation that the two sales organisations which were
loosely welded together for the April drive be made into one organisation - the W&r
Finance Cosaiitee - and that the War Saving© Staff sal the Victory Fund Committees now
be eliminated and their n^mes dropped, The April drive served to introduce the name
far Finance Committee, while retaining in subordinate position the two older ntmes War
Savings Staff and Victory Fund Co®ffiitt©e, The transition to one organization and one

should now be eospleted.

At the fcMMut of t h i s s ingle arfSJil•• tlomj of course, should be the
Director of 8al#$, responsible to you. and to the Under Secretory sad, f&tfel your fu l l
booking* in charge of a l l personnel • Ml the di rec t ion of a l l work a t nat ional head"*
quar te r s , there should be no question of h i s complete author i ty , NMl no autonomous
individual or groups running par t icu la r psrtu of t i e show, under h i s merely nominal
command* I

The single f ie ld ©rg&niafetlojr'i vouUlvaa up by Federal Reserve Dis t r i c t s
with the Preuidmnts ml the Fe<tsral^fi«se\nr» Banks &ar^hair»©n of the War Finance Com-
mitteos of th@ir respective d is t rac t*a&X ultfe Jthe m®% sen obtainable as Director of
Smlftfl for the d i s t r i c t , . (JNCChairman s^oul^not be ^ | s t r l c t e d in h is choice of d i s -
t r i c t Director of Sales*)/^^Sm«YepresenO)6on of previously exis t ing War Savings
Staff &nd Victory Fttad Ccumitteas^oulu beXofcpught in to the d i s t r i c t War Finance Com-
mittees as & t a c t i c a l maneuver, butV.no a t t « i | n should be ®&a» to preserve the individ-
ua l i t y of the two workific Vrganig&tlWa, yh® Chainaaii of ths War Fineries Committee «md
his Sales Director should w r e coss^^w^mthori ty to s©t up m<x develop the i r sales o r -
ganisation without being rsqi^r^d y* use th i s wm. or that method iHNHttsa of pre-exis t ln

i or

Gô stunication between national headqi«irters at Washington uiid the district
headquarters shotiid h® entirely througn the district Chairafrr. m l his district S&lee
Director *• there shotild be no separate groups &t national headquarters dealing directly

groups in th« field| that nay lies

fh# d i s t r i c t organization I ©nvlsage woula have t»o main d iv ia ioas , one to
promote payroll savings and on© to work on periodic drives* There would nsoessaxlly be
some coordination of the work of these two dlvlsioaa Mrf they would be serviced ky the

administrative ami publ ic i ty stmffBf 3p#&icers biire&us, e t c« , but the i r work wo ld
be separated* Payroll savings i s the backbone of & continuing t h r i f t amd i n -
camp&ign and i t i«s the only important thiag (stamps KTC a oinor it«ai) which

^tould be carr ied on continuously. Special events of a l l kinus should be reserved for
the periodic dr ives , nei ther the sales organisation, nor the public can be whipped up
to orive pitch continuously end the i r enthusiasm &nd reeeptivenes® sfeotild not be dttllad
by constant minor drives*

In evimr %Q &id tlae se l l ing organisation in achieving I t s main objective of
the la rges t possible amount of investment (not speculative) sales to non—bank investors
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and to focus public stte&tion on this aspect of the program, I think I would)

1« Dirsefc DM pirlirtlt iteltii solely at nort-b&nk investors
I ftla &t hc&vln£ them 5 or 6 months apart. Intervening

fianaiolng could th©rx bf don® 'with tha bttBJU Th& aootsit
of bank buying fundamentally will b® controlled by their
reserve position, and *• have BOW d«5K>n#trated that their
reserve position may bt brought un-iar ftontrol without in-

l with the tracee** of Treasury financing*

Reduce th« line of goodjj M M3JL uuring iirives prob&bly to
tli# Series £ bond, the Strips C Tax Hot®, a long note or wa
intersediat® bond, I na the long 2f$ bond (which should b#
made a,TEilal5l© in a $100 denoaslnation). The Series I boncl
and the Series C Tax Hot© would be available continuously^ of
course, but pr©©uB&bly the sales would bi st«yp«d up during
drives«

3« Provide n partial payment plan for sarket issues so th&t snail
investors can anticipate future ineose OV%T & reasonable period
wt tine and. so that institutional investors can adjust their
purchase Ifl the Ng*lar accuml&tioa tf their funds between
drives. V. 1

Finally, I believe that in fe@ future wtaLshould set blgfe fteJLfl instead of
low p i i l i for our eaaipaigns* O^N^^fcopting tne mark "by $5 billion is ®3daillriitingf

but i t eoiiki ditiigarously sdslenn -tli@ p^plie §snci aign\ end up by ccefusing us* After
a l l , m knew we nustt h«.ve^atSl©Vst 115 arWC6 billiocV*-iurin£ the April drive if i t s
sale* were to c&rry us at lea at \ p t i l Au^^t. I t Wiiilii be better fc* WMM»a such
& goal, and, if we fail l to a&ke r t , the eVun r̂y tad the selling organiKation will
know they have to d© a b%t.ter jobJ\Such a failure wciiid not interfere with the war
ftfftai ishoxjld i-3tiHJul&\« TreasufcrvClawracing of the anti-inflation kind. If
"honsst* nntion&l fBftli &re\s«w, however, i t will oe more th«in #v^r nee&n&aty to r«-

thfct d is t r ic t t^uotas N^g^jft&tistlcfcl guesses m i thiat sal§» in relation to
are only & very approximate MHMN#t of the effectiveness of the several d is -

trict

not discussed this letter* nor ®y earlier le t ter of May 3rd,
anyone. They cr© therefore purely personal exprsssiorts of vi©n».

lours sincerely,

ALLAN

The HonorsDie Hesry Morgenth&u, Jr.,
Secretary of the Treasuryy
Washington, -.C.

AStR

(Letter sent via airmail, special delivery, and
envelope marked Personal and Confidential)
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