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November 17, 1542
9:10 a.m.

FINANCING

Present: Mr. Bell
Mr. Tickton
Mr, Buffington
Mr. Heas

(Teleprams read by the Secretary, copies attached.)

H.M.JR: I have asked the different Federal Reserve
banks when they want these maturities to fall, I want
you (Tickton) to take these and do a gquick job for me.

T want you to make & chart, and I want it by eleven
o'clock.

MR, TICKTON: All right.

H.M.JR: Rouse says, "sell at least $2 billiom
additionel registered bonds" to the public.

ME. BELL: To non-banking people, yes.
H.M,JR: How does thet compare--

Mi. BRLL: We said a billion seven hundred and
fifty. That is on my sheet.

BUFFINGTON: Did I understand that correctly -
two billion?

H.M.JR¢ Yes. (Reading from Mr. Rouse's telegram)
"They believe that there is e market at present for
approximately $2 billion 2-1/2 percent bonds which can
be raised in any issue but that the closing of the
1962-67's with an additional amount of bonds at this
time would permit a more accurate pricing of a new
igsue at a future date.”
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MR. BELL: I think that is a good point, closing
of that isesue. If you open it again--

H.¥.JR: How much is there out on thatt

VR. BELL: Two billion one, because you see, there
is always henging over the market the fact that it will
be reopened. The minute you mention & new two and a
half that drops right beck down, end that lets you get
a real market on that registered security if you close
it. If you recpen it this time I think it would be
important to announce that that is a closed issue, now.

H.M.JR: The registered?
MR, BELL: Yes.
H.M.JR: And reopen just for the coupon®

MR. BEIL: You could reopen it later if you had &
coupon bond, and have that exchanged into a coupon bond.

H.¥.JR: All this advice is to have the same dates
as the present?

MR, BELL: That is right.

_ MR FUFFINGTON: I do not agree with that at all.

MR. BELL: The same date as the registered security.

L

H.M.JR: The fellows from the field - New York,
Chicago, and San Frencisco--

MR. HAAS: That is what Larriner wants, but he wants
a coupon with the seame maturity .

H.M.JR: A coupon?

‘. BEFLL: No, they do not want a coupon; they want
the registered.
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H.M,JR: These people want the registered.

MR, BELL: I mean, they are suggesting that you
not change the present issue, and the fact that you do
not reopen it will sell a lot more bonds because they
know that the next issue is going to be longer.

H.M.JR: How can we sell the same and not reopen?

MR. BELL: I mean, reopen it after this. That is
whet they mean,

H.M.JR: (Reading from Mr. Rouse's telegram)
"While this group unanimously oppose a new issue 1n
cnuﬁuﬂ form, the view was expressed by each one that the
call date should be not shorter than 1965 and one went
as long as 1970; that the optional period be as close
to five years as possible and that if the outstanding
issue of 1062-67's were made exchangeable for coupon
bonds, it should be made exchangeable for coupon bonds
of the new issue and not of ths 1962-87's.” is is
different from what you fellows have been telling
me .

MR. BELL: That is right. I think Bob House nas
chan%ad a little, if he agrees with that, because he
hes been talking about a coupon,

H.M.JR: (Reading from Mr. Rouse's telegram)
"Thig group, without prior consultation, but after having
studied the problem individually, recommended unanimously
that the outstanding issue of registered 2-1/2's of
1962-87 be reopened, coupled with an announcement that
this reopening would close the issue. It was their best
judgment, and again unanimously, that at this time the
Treasury would sell more bonds net by the use of this
instrument than it would by creating a new 1ssue of
either coupon or registered bonds. They estimate that
the Treasury would sell at least $2 billion additional
registered bonds of 1962-67 if the bookes were left open
for at least two weeks..."

MR, HAAS: Thet is a good figure,
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MR, BUFFINGTON: Every insurance man who has been
in the last monthhas said it has to be a different
maturity than '62-'67 because they have a peak there
from buying these two issues of tap. Even one year
veriance would meke a good deal of difference, but they
suggest more than one year's difference.

H.M,JR: He \Tickton) is analgzing this for me now.
I am not sure, but I think they all say - do any say
other than '62-'677

MR. TICKTON: Young has '63-'G8; Davis, '64-'6Y -
those are the firet two I looked at. -

H.M.JR: While he is doing those maturities, what
did you learn about the selling--

MR. BUFFINGTON: I have checked with five different
people, all independent of what I told you yesterdsy,
and with one exception - Francis Patton, in Chicago, who
is s born pessimist, says & billion seven hundred and
fifty million - all these other men say two and & half
billion if it is & coupon bond, not aregistered - '62-"87
is & safe figure. I would not tell you the figures
that they are talking about as being possible.,

H.M.JR: What'maturity do they figure?

MR. BUFFINGTON: Twenty to twenty-five years; that
ig '62-'67, with a year or two years one way Or the
other.

MR. BELL: They want a coupon and a different
maturitys.

MR. BUFFINGTON: If you esked me my judgment on &

registered '62-'67, I would say a billion end a half
naximum. I, think there is & billion-dollar difference
between & coupon end registered bond.

H.M.JR: How much do same of these fellows say?

MR, BUFFINGTON: I would just like not to tell you.




H.M.JR: Go ahead.

Vi, BUFFINGTON: They are talking four billion.
Now, Mr. Secretary, I am assuming that we can really go
out and put on heat. For example, I am going to ask
every security house in the country to close on the
7th of December, which is Pearl Harbor Day, and do
nothine but sell Government securities, and a number of
other %hinga that we have in the making. I talked to
Dan, end I feel that if it were possible to get the
President of the United States, on the 7th o December,
to make a speech-- ;

H.M.JR: No, no - the answer is no. I would not
ask him, That is my res onsibility. His job is to run
the war, and mine is to finence it.

MR. EJFFINGTON: Would you make & speech?

H.M.JR: I don't know. Some of the boys wanted me
to make a speech on the night of the & tn.

M. BUFFINGTON: Eithﬂrf-
MR, BELL: Before the opening?

H.M.JR: Yes, but not the President. Talk up,
George. I told you to make up your mind thie morning.

MR. HAAS: I have got mine, and I have got it on
paper.

H.K,JR: Get it.

MR, HAAS: What I was about to gay-- (Memorandum
dated November 17, copy attached, handed to the Secretary.)

H.M.JR: Let me read this, please.

Well, this one and three-guarters certainly
ought to be an easy one to price. I don't know woat




MR, HAAS: I do not think pricing is a problem.
H.M.JR: I want to do it on the generous side.

MR, HAAS: That is the Eanurnus side. Some people
telk about - I think we could do either one.

H.M.JR: How does this strike you?

MR. BUFFINGTON: All right.

H.M,JR: Which would you like, the '60-'70 or the
'65="'707

VR, BUFFINGTCN: It does not make any difference,
Can we call this a Victory Fund drive? We have got to
have something to hold onto here for advertising.

H.¥.JR: Well, we will wait - no Vietory Fund drive--

MR, BUFFINGTON: It is the Victory Fund Committee
and this tap issue is a very bad thing to use. I wish
we could nagl it a Victory Fund Bond by the Victory Fund
Committee. I mean, it is important in these estimates
that I am giving you. It is really important, accord-
ing to these executive managers. '

H.M.JR: That is what these advertising fellows are
in here for, tomorrow.

MR, BUFFINGTON: I wanted to meke my estimates contin-
gent upon that.

H.¥.JR: All I care about is - supposing I call it
the Slu%p Joe Bond, can I sell a billion seven hundred
and fif y% That is all I want to know. (Laughter)

MR. BUFFINGTON: Yes, sir. But I think you can sell
a lot more if you don't call it a Sloppy Joe bond.




MR. BELL: T think on this memorandum of George's
we are going to get a lot of suggestions for a definite
maturity on one and three-quarters percent bonds. We
are also going to get some opposition to this ten-jyear
call period., And I think if Ehnsu two things develo
that I would give in to the market; give & one an
three-quarters definite maturity date, rather than the
call date. I think George is right in the advantage
to the Treasury, but we are out here to sell securities,
and I would not let anything stand in the way.

H.M.JR: I did not know there was any opposition
to the ten years on the one and three-quarters.

MR, BELL: I think you will find some,

MR, HAAS: That is just one way of getting a better
rate of interest.

H.M.JR: 1Is there in New York--

MR, BELL: Like some of those fellows told you
yesterday, this one and three-quarters is falling close
to the note area. It has been suggested, I think, the
six and a half-- :

MR, HAAS: About June '48. L

s

MR. BUFFINGTON: No option, you mean?

MR. HAAS: Yes, fixed.

MR. BELL: We do not want to make it too rich and
pull that thing out of line.

MR, BUFFIMGTON: I do not understand why these men
are zoing--

Hil.JR: I thought I would have Eccles come over at
three-fifteen.
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MR. BELL: He will want to see you before that.
He is very strun% on this bank statement - the joint
announcement of the three supervisory authorities on
how they treat items in the examination of banks. We
said we did not think it ought to be put out at this
time, and they feel very strongly that it should be put
out - not put out, but it 5hnu§ﬂ be sent ocut to the
examining forces in a public announcement. -They think
that Delano, this morning at the convention of commissioners
in Philadelphia, should discuss this with the committees
with a view to getting them to adopt a somewhat similar
PIOgram .«

(The Sécretary held & telephone conversation with
Mr. Eccles, as follows:)




Marrliner
Eccles:

HMJ
E:

HMJr:

November 17, 1942
§9:3%2 a.m.

Yes, Henry.
How are you?
Fine. How are you?

I'a fine, I was suggeeting before I called you
up, if 1%'s convenient 1'd like to see you at
thres-fifteen and anybody who'!s over there 1n
your shop that you want to bring along. Is that
£ good or bad time?

Well, that's okay wlth me. Sproul is back.
Yeah.

He got back yeeterday, and I was just thlinking
that posslbly before you made the gnnouncement,
which I understand will be what - about Thursday
or Friday?

Yeah, well, I've - I've got to - all theee
promotion men are in here tomorrow. - I've -
we've got to pretty well make up our mind today.
1 sae,

You see?

Well - well, I'1l be - he couldn't get down and
it just coourred to me you might want him to come
down.

Well, we can talk to him on the phone.

Yeah. Well, I'll be over there at three-fifteen.
Now, Ececlee - Eccles, Bell Just handed me esome-
thing on a Joint announcement of contrel of the
currency.

Yeah.

He sald this is esomething you're interested in?

Well, you recall that Willlams....




Yeah.

....made this point the other day and - and

gso dld Ned Brown yesterday at - we had the
Advisory Council in town, and several of these
bankers sald that 1t's absolutely necessary to
clarify the attitude of the examiners with
reference to Government bondes.

Yeah.

And that statement was drawn up by Hap Young
and Al Williams....

Yeah.

....and then it wes checked with all of our
people....

Yeah.

....and then we checked 1t wlth the Comptroller
and with Crowley.

Right.
See?
Yeah.

And they all agreed that - that - that thie
statement would be all right to - to releasge.
Now wa - we loocked at 1t this way, that these
examiners, some of them take different attl-
tudes. For instance, they critliclze the bank
because of a guestion of a capltal ratio. Well,
the bank slts there with cash and won't invest
that cash because 1t figures that they can't
oriticlze it Af it has - if its deposlts are in

oash.
Yeah.
You sesf?
Yeah.

And we think that neede to be clarified, It
ought to be able t0,...




Well - 18 1t....

That's one point of it. Another - another point
and an lmportant point ie that some of these
examiners go around and eay, "Well, you get too
many governments," see?

Yeah.

"Op you shouldn't have - you ghouldn't buy govern-
ments for longer than five years.' Now - now what =
what we're trylng to do in that etatement 1s 1o

gay that it'e perfectly all right for a bank to
loan to people who want to borrow money to buy
governments if it's for a ehort term on an inetall-
ment basels,

Yeah,

We say, further, that - that it's all right if a
bank should have to borrow from the Fed.
temporarily. We say that any Government bonde
held by banke are satis.. - they're all right ao
long - 8o long ase they're 1in line with - with
the — with the - the governments that We have
designed for banks to buy. Now we - we — we Teel
that - that if - and the Federal Reserve Banks
feel If they are golng to get out &nd do a good
job of eelling on thie thing that they can't be
out trylng to =sell on the one hand and have -
and have examiners, atate....

Yeah.

__..and ae well ae national and Federal Reegerve
axaminers. You see that we've got three or four
different groups of 'em teking a different
attlitude.

Well, look, Marriner, during the foremoon I
work on this, and I'll be in touch with you.

Well, now the - there was thls thing, you knoWw
the atate bank commissloners are in sesslon 1n
Philadelphla.

Yeah, well - yeeh, but Bell juet gave me thle
three minutes ago.
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Oh my gosh! You see, Delanc is meklng that speech,
and 1t was our suggestion the other day that
Delang....

Yeah.

...and he's a - he ocould be called up if 1t was
agreeable - that - that Delano was golng to ?raaunt
this to the state bank commissionere who won't meet
for another year, and there's forty-eight of them
up there and 1f somebody could say to these commls-
aloners....

Yes.

...+that here's a....

A1l right. Well, now let me - I got to go over 1o
the White House in ten minutes, and eee if I ocan
understand this, and if I can f'11 give 1t a green
light.

Well, okay, flne.

See?

A1l right. Well, it's - everybody has approved 1t
but you now. Crowley and everybody eles.

Well, include Bell and me.

Well, I don't know about Dan. I don't know what Dan
thinks about 1t.

Yeah, well, I'ye only had 1t three minutes.
Yeah.

All right.

Okay, fine. Goodbye.




(Joint Announcement, copy attached, handed to the
Secretary by Mr. Bell.)

H.i,JR: Let me read this thing.

MR. BELL: He has the borrowing in there from the
gedaral; I suppose it is all right. That is number
our.

H.M.JR: What does that mean?

MR, BELL: That is supposed to cover the cepital
ratio, this ten to one bogey.

Vhat they are trying to say there is that any bank
that buys Goverrments or mekes other loans out of these
increased deposits shall take those increased earnings
and set them up to write off premiums, as a dapracia%ﬁun
in their bond portfolio, or to strengthen their capital
structure.

I discussed this - maybe I shouldn't, but I had to
have advice about it, so I discussed it with the sub-
conmittee, and they said that this statement ought to be
issued sometime - not publicly, but it ought to be given
to the exsminers., It is important, and.probably it ought
to, some way, be gotten to the State banking exeminers,
Put they think most of the small country banks will take
number four to mean a control over their dividend policy,
which will do more herm in trying to set straight this
capital ratio business.

They think thet is a good statement for Delano tao
use as a basis for discussion at the convention - let
him go ahead and do it, and let them act as they see fit
after the discussion. It won't be public; it will be
behind closed doors, and then we will rewrite number
four, here, to make it clear to the little country
banker what we are trying to do. We are trying to help
him; we are not trying to control his dividend policlies.

H.M.JR: Vhat were Stewart's and Viner's objections?

MR. BELL: Stewart's objection was on two things,




I think, that Eccles is dragging in here: the loans by
banks - from the Federal heserve banks to banks, and I
do not think he understood that most of the peo le dis=
cussing this hed in mind that just a few day's loans
would be involved - not & long term, just in end out.

H.M.JR: I would be influenced by these three
fellows.

MR, BELL: Eccles said that he thought number four
needed & lot more study. That was their view, too.

H.M.JR: I will tell you what I will do. You talk
this over with those three men that are here.

MR, BELL: That was their advice last night,

HM.JR: I would like to get - after all, this
meeting is all day long, isn't it¥

{R, BELL: Yes, and I told Delano to stand by so
that I could call him.

MR. HAAS: He has a lot of it in his speech. It
is stated better than that.

H.M.JR: It is in his speech already?
MR. HAAS: Some of it.
MR. BELL: Capitel retio is in his speech.

H.M.JR: But the thing is, this is combined, which
ig good. Can you get Crowley and the others to agree
if we change it any?

MR, BELL: I think they can egree on number four.

H.,M.JR: Why don't you do this - when they come in,
concentrate on this thing first, when these men come in
at quarter of ten in your office; do this thing first.

What do these boys say? What is the gist?




MK. TICKTON: New York says reopen the registered
issue; Sen Francisco says the ssme thing; the other
two heve a variety of opinions. Chicago says '60-'70
and also '63-'68; St. Louis says '64-'69--

MR. BUFFINGTON: Coupon or registered?

MR, TICKTON: When registered, '62-'67; when coupon,
the longer issue.

H.M.JR: How do you get the difference? This is the
heeds of these banks as against your fellows?

MR, TICKTON: These fellows celled up various men in
their neizhborhood and reported what they said.

MR, BELL: Largely banks.

MR, TICKTON: They didn't marry these and came out to
their own conclusion as far as Chicago is concerned.
They gave ug all the opinions.

MR, BUFFINGION: The only possibility I can think
of = T don't understand it - is that the banks may fear
a coupon will take more out of their deposits than a
registered bond, but I would like to understand what that
opinion is. I don't understand that at all.

H.M.JR: In the next hour or so you had better
get some of these fellows and - is there any way jyou
can get them?

MR. BELL: They cen wire.

H.M.JR: How are they going to wire - through the
Federal Reserve? Tell them to file their wire with
the Fed.

MR. BUFFINGTON: The executive managers and also
that Government group in New York?

H.M.JR: Wwhat is that group?




MR, BUFFINGTON: Security lealers Discount,
Salomon Brothers and Hutzler--

WR. BELL: They are the Government dealers.

¥R, BUFFINGTON: I would like to understend that,
and I would like to talk to some of those people directly,
and find out why they meke those recommendations, if you
had no objections.

MR. HAAS: Do you want to talk to insurance menY
hoodward is here today.

H..JR: I don't mind who you (Buffington) talk to.
T think the sooner those telegrems are copied, SO they
cen be around, the better, because I want Bell to show
them to this group he is pgoing to see now.

¥H. BUFFINGTON: Do you still want to get telegrams
in here from executive managers?

¥R. BFLL: A few of the best cnes.
H.M.JR: TYes.
MR. BUFFINGTON: Registered or coupon, and maturity?

H..JR: Yes. Why not get it from all twelve?

MR. BUFFINGTON: All right.

H.M.JR: Maybe the quickest way would be to send
them a telegram through the Fed. Do you know how they
do this? Get out a telegram and ask them to telegraph
you back., I have got to make up my mind, today.

MR. BFLL: BRefore twelve o'clock.

H.¥.JR: The telepram should leave wherever they
are before twelve and get here at twelve o'clock Western




time. Let them file it by twelve; if I see it by two,
that will be time enough. I would tell them that they
should file their telegram not later than twelve-thirty.
They should file their telegram by twelve-thirty with the
Fed for me, and make it "rush." I will see Woodward

during the day. Who else have you got?

MR. HAAS: Shields is here today.
H.M.JR: All right, I will see him.

Thﬂt iﬂl -ﬂ-lli
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RE DEOEMBER TREASURY FINANGING:

MATURITY OF ISSUES

CONCENSUS OF OPINION OF BANKERS OF DISTRICT AND OFFICERS OF

THIS BANK IS THAT MATURITY ON 1-3/4 PERCENT BONDS SHOULD BE

JUNE 15 1948 OR ABOUT FIVE AND ONESHALF YEARS AND THAT TERM OF “S=
2-1/2 PERCENT COUPON BOND SHOULD NOT BE EXTENDED BEYOND

DECEMBER, 1964-69. (|

ANNOUNCEMENT OF OFFERING -

IN REGARD TO ANNOUNCEMENT, WE RECOMMEND THAT THEASURY ANNOUNCE

ON THURSDAY THE TOTAL AMOUNT THAT WILL HAVE TO BE RAISED FROM

ALL SOURCES BETWEEN NOW AND FEB. 1. THE PURPOSE OF THIS IS TO
GIVE THE MARKET A PICTURE OF THE OVER-ALL PROGRAM. THE TREASURY
MIGHT THEN INDICATE THE AMOUNT OF NEW MONEY THAT WILL BE OBTAINED
FROM TREASURY BILLS, WAR BONDS AND TAX NOTES. IT COULD BE
ANNOUNGED THAT THE REMAINDER WILL BE RAISED THROUGH THREE
OFFERINGS & THE 7/8 PERCENT CERTIFICATES, THE 1-3/4 PERCENT

BONDS AND THE 2-1/2 PERCENT BONDS AVAILABLE TO OTHERS THAN

COMMEROIAL BANKS REQEIVING DEMAND DEPOSITS. BEGINNING NOV 30
THE VICTORY FUND COMMITTEES TO BE ASKED TO CARRY ON AN INTENSIVE

CAMPAIGN TO SELL THE ISSUES TO BE OFFERED TO NONBANK INVESTORS.
B)AFTER THIS CAMPAIGN HAS BEEN UNDER WAY FOR TWO WEEKS THE 1-3/4




PERCENT BONDS TO BE OFFERED FOR BANK SUBSCRIPTION FOR A
PERIOD OF FOUR DAYS, THE FIRST OF JARUARY THE 7/8 PERCENT
CERTIFICATES TO BE OPEN FOR BANK SUBSCRIPTION. DEFINITE
ARNOUNCEMENT OF THE AMOUNT TO BE ALLOTTED TO BANKS TO BE
RESERVED FOR LATER DETERMINATION AND WOULD DEPEND IN PART
UPON THE TOTAL VOLUME OF SALES TO NONBANK INVESTORS., THIS

PROGRAM WE BELIEVE WOULD HAVE THE ADVANTAGE OF AVOIDING THE A

POSSIBILITY OF HAVING AN UNDER-SUBSCRIPTION AND THE NECESSITY
OF GOING BACK TO THE BANKS IN JANUARY. MOREOVER, SPLITTING

THE BANK OFFERING WOULD GREATLY FACILITATE ABSORPTION BY

BANKS., SINOE THE JOB OF FINANCING WILL BE A OONTINUOUS ONE

WE SEE NO PARTICULAR REASON FOR KEYING THE OFFERING TO BANKS

T0 THE PEARL HARBOR ANNIVERSARY.
OHESTER C DAVIS.




Announcement of the Comptroller of the Curremey
Federal Deposit Insurance tion and
tumumnrﬂ-hm-nm .

%
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The Comptroller of the Currency, the Federsl Deposit
Insurance Corporation and the Board of Governors of the
Federal Reserve System make the following statement of their
examination and supervisory policles with special reference
to investments in and loans upon Government securities.

l. Banks will be encouraged to purchase amd hold Govern-
ment securities of the types that are designed for bank investment.
Holdings of any such securities will not be eriticized., There
will be no deterrents in examination or supervisery poliey to
such investments. L

2. Loans by banks repayable on a suitable short term or

amortization basis for the purpose of enabling customers to

purchase or carry Govermment securities sre desirable and will

not be ariticised. ,
3e DBanks which utilize their reserves as far as possible

in making such investments and loans should avail themselves

of the privilege of borrowing from the Federal Reserve Banks

when necessary to restore their reserve positions. They will

not be eriticised for such acotion,
4s The inoreased earnings from such investments in snd

loans on Goverrment securities should be conserved for the

amortization of premiums if any on such investments, to provide

for possible losses in other assets, and penerally to sthemgthen
capital structures.
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Seeretary Nergeatham

Mr. Haas

Subjees! Suggested Naturities and Gall Dates fer Froposed

Bew 1=3/% Pereeat and 2-1/2 Pereent Donds

The felleviag are sted as the moit desirable mate-
rities and optisnal eall dates fer the proposed new sesurities!

1=3/% pereeat bead

September 15, 194T=-M9
2-1/2 peveent boad

Gesond Shoiee Desember 13, 196570

In eur opinion the fizing of the exaet maturities and sall

dates of the prepesed Lssumes -- as as the dates chesen are
in reasenabls gsenfermity with the "pat

of rates® - will
have 1little effeet on the sussess or Tallure of the issues.
Sussess or failurs will depend upea the sales effort put forth.

sting the maturities and sall dates listed abeve
eriteriat (1) that they should

, and (2)
standayds.




Seeretary Norgeathsa -~ 2

mhm“l-}ﬂlru—lltulnllm at the end
of § years, whereas they are higher than 1- peresntl it
ean lot the bead rua e ma ty. Evem Af retes are exasily
1= peresat the Treasury dees Rot lese.

Long sall periods are of partisular value te the Treasury
A pertineat sase at the preseat time is that of the A-1/A's
of Hﬂ-ﬁ._ﬂ-niﬂn.mnhhﬂtuh‘-“’lﬂ
m 1 s, were issued ia Oeteber 1922 with a S5~year

peried. A 10=ysar eall peried might have been as easily
inserted — and in faet was in the two suseseding is
lc:rhrlln- bonds. If a 10-year sall peried had been
used in the b~ s the Donds eould have besa refunded last
month intes taxable 2's of spproximately the same finasl mate-
ﬂl‘{:l the Treasury weuld save §85 millions im interest
dar the mext 5 years as well as eonvertiag the beade froa
partially tar-exempt te taxable statuma.

(2) . Our choloe for the 1-3/%
perceat [TT] the 2-1/2 pereent bond are
out slightly en the gemerous side eompared with the se-salled
"pattern of rates’.

In the Osteber finansing the Treasury was aceused of
1ts Lssues in such & manner as "%o skia a louse for
hids and Sallew®. Bush pri is nessssary, wadesr present
vhea sesurities are feor lnu‘ the interest
fixed in the "pattera of
ia pri a 1-1/2 per-
In estadlishing the deseri
a 1=3/% pereeat bond or a ecupon 2-1/2
has a ssall smount of latitude,
this latitude should be exereised ia

n:nu- ;;{ a fixed -mu—lﬂ ve roent
ar 1- peresat aote. and three-
is 2 lower Faie tham has ever Deeoa plased ea

about
These

tatanding
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HONORABLE HENRY MORGENTHAU JR
SECRETARY OF THE TREASURY

IN ACCORDANGE WITH YOUR RE.UEST, ¥E INTERVIEWED THE FOLLOWING
REPRESENTATIVE DEALERS THIS AFTERNOON WITH RESPECT TO PRICING
A LONG TERM 2-1/2 PER CENT BOND:
C. J. DEVINE, C J DEVINE & COMPANY
B. J. LEVY, SALOMON BROS & HUTZLER
ALLAN M POPE, FIRST BOSTON CORPORATION
HERBERT N REPP, DISCOUNT CORPORATION
. THIS GROUP, YWITHOUT PRIOR CONSULTATION, BUT AFTER HAVING
STUDIED THE PROBLEM INDIVIDUALLY, RECOMWENDED UNANIMOUSLY THAT
THE QUTSTANDING ISSUE OF REGISTERED 2-1/2'S OF 1962-67 BE
HEOPENED, COUPLED WITH AN ANNOUNCEMENT THAT THIS REOPENING WOULD
CLOSE THE ISSUE. IT WAS THEIR BEST JUDGMENT, AND AGAIN
UNANIMOUSLY, THAT AT THIS TIME THE TREASURY WOULD SELL MORE BONDS
NET BY THE USE OF THIS INSTRUMENT THAN IT WOULD BY CREATING A
NEW [SSUE OF BITHER COUPON OR REGISTER®D BONDS. THEY ESTIMATE
THAT THE TREASURY WOULD SELL AT LEAST $2 BILLION ADDITIONAL
REGISTERED BONDS OF 1962-67 IF THE BOOKS WERE LEFT OPEN FOR AT
LEAST TWO WEEKS, AND, IN (ONE CASE, A FULL MONTH WAS SUGGESTED.
THE FOLLOWING ADDITIONAL POINTS WERE MADE: i
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HOLDERS OF THE 1962-67'S RECOGNIZE THAT IF A NEW ISSUE 18

OREATED IT MUST NECESSARILY BE LONGER THAN THE PRESENT ISSUE

AND, THEREFORE, ¥OULD HASTEN TO SUBSCRIBE TO AN ADDITIONAL

BLOCK OF 1962-678; ALSO, THAT THE AMOUNT OF COURON BONDS THAT
GOULD BE SOLD IN EXCESS OF REGISTERED BONDS WOULD KOT OFFSET

THE R1SK OF DAMAGE 70 MAKKET PRICES. 'THEY BELIEVE THAT THERE

IS A MARKET AT PRESENT FOR APPROXIMATELY $2 BILLIOR 2-1/2 PER
CENT BONDS WHICH CAN BE RAISED IN ANY ISSUE BUT THAT THE CLOSING
OF THE 1962-67'S WITH AN ADDITIONAL AMOUNT OF BONDS AT THIS B
TIME WOULD PERMIT A MORE ACOURATE PRICING OF A NEW ISSUE AT

A FUTURE DATE. '

WHILE THIS GROUP UNANIMOUSLY OPPOSE A NEW ISSUE IN OOUPON
FORM, THE VIEW WAS EXPHESSED BY FACH ONE THAT THE OALL DATE
SROULD BE NOT SHORTER THAN 1965 AND ONE WENT AS LONG AS 1970;
THAT THE OPTIONAL PERIOD BE AS CLOSE TO FIVE YEARS AS POSSIBLE
AND THAT IF THE OUTSTANDING ISSUE OF 1962-67'S WERE MADE |
EXCHANGEABLE FOR COUPOR BONDS, IT SHOULD BE MADE EXCHANGEABLE
FOR COUPON BONDS OF THE NEW ISSUE AND NOT OF THE 1962-67'8,’
ALTHOUGH PARAGRAPH THREE OF TREASURY DEPARTMENT CIRCULAR NO.
685 MIGHT PREOLUDE SUCH AN EXOHANGE.

THESE EXPRESSIONS OF OPINION REFLECTED THE MARKET JUDGMENT
OF THESE MEN AND THEY BELIEVE THAT IF A NEW COUPON ISSUE OF
EVER 1965-70 WERE MADE, THAT IT WOULD BRING DOWN THE 1967-72'8
NOW OUTSTANDING 70 100 1/8 T0 100 1/2 ARD WOULD ALSO HAVE A
LOVERING EFFECT O THE 19%6-58'S AND POSSIBLY AS FAR BACGK ON
THE LIST AS THE BONDS CALLABLE IN FIVE YEARS. l
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BELL, TREAS

BEST OPINION SEEMS TO BE MATURITY DECRMBER 1, 1962-67 FOR
2 1/2 PERCENT COUPON TAP AND MATURITY DECEMBER 1, 1948 FOR
1 3/4 PERCENT BOND, IN VIEW OF PRESENT RATES OPTIONAL CALL
DATE OF DIMINISHED IMPORTANOE PARTICULARLY IN CASE OF SHORT
TERM ISSUE. THEREFORE SUGGEST OPTIONAL MATURITIES BE
DISPENSED WITH WHENEVER POSSIBLE.

DAY
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CGO RUSH
HONORABLE HENRY MORGENTHAU, JR.
SECRETARY OF THE TREASURY

REFERENCE YOUR TELEPHONE REQUEST THIS MORNING CONCERNING
PROPOSED TWO ISSUES WHIOH WILL BE OFFERED TO PUBLIC NOVEMBER o
30. I HAVE CONTACTED BANKERS IN CHICAGO, MILWUAKEE, DETROIT,
INDIANAPOLIS AND DES MOINES. TWO ARE OF OPINION THAT THE
TAP ISSUE IF A COUPON ISSUE SHOULD BEAR A MATURITY OF 65-70;
THREE OF THE LARGE 1 NSTITUTIONAL BUYERS BELIEVE IT SHOULD BE
A 63-68: TWO OF THE BANKERS FAVOR A 62-67 ASSUMING THAT THE
NEW BOND OTHER THAN BEING A COUPON ISSUE WILL HAVE THE SAME
RESTRICTIONS AS THE OUTSTANDING 2-1/2 OF 62-67. IN REGARD T0
THE 1-3/4 ISSUE ALL ARE OF OPINION THAT A FIVE YEAR NOTE
1-3/4 WOULD INSURE SUCCESS OF THE OFFERING AND WOULD BE
EXTREMELY ATTRACTIVE NOT ONLY TO BANKS BUT TO CORPORATIONS
AND WOULD UNDOUBTEDLY BE HEAVILY OVERSUBSCRIBED. HOWEVER
MAJORITY OF BARKERS INTERVIEWED ARE OF OPINION THAT A FIVE
AND ONEHALF OR SIX YEAR BOND WOULD ALSO BE ATTRACTIVE. IN
ABRIVING AT THEIR CONOLUSIONS AS TO THE MATURITY EACH BANKER
HAS TAKEN INTO CONSIDERATION THE EFFFCT THE NEW ISSUES MAY
HAVE OF QUTSTANDING ISSUES

0. 5. YOUNG, PRESIDENT
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HORORABLE HENRY MORGENTHAU, JR.
SECRETARY OF THE TREASURY

FURTHTR REFERFNCE MY WIRE THIS NORNING CONCERNING SUGGESTIONS
FROM BANKERS AND INVESTORS IN DISTRICT. HAV® JUST RECEIVED
ADDITIONAL SUGG7STIONS FROM THREE LARGE INVESTORS. IT I8 &,
THEIK VIEW THAT 2-1/2 TAP ISSUE SHOULD HAVE A MATURITY OF

65-70 AND THAT THE 1-3/4'8 SHOULD BE 6-1/2 YEARS OPTIONAL IN FIY

C. S. YOUNG, PRESIDENT
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HONORABLE HENRY MORGENTHAU JR
SECY OF THE TREAS

FURTHER REFERENCE I8 MADE TO YOUR TELEPHONE INQUIRY THIS
MORNING CONOERNING NOVEMBER 30 FINANCING. I AM CONFIDERT

-

THAT FOUR BILLION CAN BE RAISED FROM THE 1-3/4 NOTE OR BOND
AND THE 7/8 CERTIFICATE. IF ADEQUATE NOTICE IS GIVEN THE
BANKS AS TO THE OFFERINGS FORTYEIGHT HOURS IS SUFFICIENT FOR
THE TWO ISSUES TO REMAIN OPEN, OTHERWISE I AM OF OPINION THAT

| FOUR DAYS WOULD BE MORE 'DESIRABLE. IN MY OPINION MANY OF THE

LARGE INVESTORS HOLDING THE 2-1/2 REGISTERED TAP ISSUE WOULD
LIKE T0 HAVE A DIFFERENT MATURITY AND I BELIEVE IT WOULD BE
ADVISABLE TO EXTEND THE MATURITY AT LEAST A YEAR. AS
INDICATED IN MY FIRST WIRE, BANKS- ARE ANXIOUS TO HAVE A FIVE
YEAR NOTE BUT I BELIEVE A 5-1/2 YEAR BOND WOULD APPEAL TO

THEM JUST AS MUCH
0 8 YOUNG, PRESIDENT.




HMJ
Qperator:
HMJr:

Allan
Sproul:

Robert
Houge:

HMJ r:
B:
R:

HMJr:

November 17,
9:5% a.m.

Hello.
Sproul and Rouse,

Right. Hello,

Good morning, Mr. Secretary.

Good morning, elr.
How are you?
Fine.

Flne.

Gentlemen, I got your telegram and the thing
that surprised me the most waa that these
fellowe want a reglstered bond.

Well, they were unanimoue on that without any
disouseion among themselves or with us.

Yeah. Well, of course....

1 think thelr feeling about it wae that they
thought practically as much money could be
gotten in with a registered bond as with - ae
with the coupon bond and that 1t would etand
less chance of unsettling the rest of the long
market.

Cf ocourse that'e contrary to everything that
I've been told up to now.

Well, I think the....

Including Bob Rouse up - as I understood 1%,
he wanted a - a coupon bond.

Well, he can speak for himself on that. I
think our preference originally was foT a
regletered bond, but when 1t ocame to - when 1t
was declded to have the blg drive and the
people who would have the selling to do sald

( cont.)




they would rather have a coupon bond, then we
thought -- and this ls my understanding -- we
thought 1t would be better to go along and have
the coupon bond., And that's still our view that
the factors on both sldes are sc evenly balanced
that if the selling orgenization thinke 1t can do
g better Job with the coupon bond, then we'd glve
it to them, but 1t then....

Well....

....becomes & question of where you place the
maturities on the coupon bond. That we think 1a
important.

Well, Allan, I wish you'd recanvass the thing
because Buffington is Juet up in arms thle morning
after seeing theee various telegrame.

He 1a?

Yeah.

I'm not surprised.

Because he says that they've Just got to have a
goupon bond.

Yeah.
Hello%®

I understand that, Mr. Secretary, and I think we've
ot to take the advice of these fellows whom we're
%uoking to to sell - esell the Job.

Well, now can'st....
Well, now....
Excuse me.

....I'a 11ke to glve you one step in thelr reason-
INE.ass

Well, who....

cessln connection wilth thle....




Well, now....
+. ssTEglatered bond.

Now - yeah, well, of course, that's the
regular Government bond dealers.

Yeah, but after all, Allan Pope, for example,
i the head of the - one of the biggest dlstrib.. -
bond dletributing organizatione 1in the country.

Yes.

The Firat Boeton Corporation, not only
governments - governments are, whlle a ma Jor
part of thelr business, they're still a side-
line to their normal businessa.

Yeah.

And he told me that he went over the thing with
his aales manager and they came %o this con-
olusion. Mew part of theilr reasoning, and I
wanted to point thie out, was that at this time
without complete preparations they thought that
the regletered bond would do ae good & Job ag
the coupon bond, and that by the closing of the
issue of sixty-two seven's you would be able to
come shead on your next drive with a coupon
bond and price 1t accurately, whereas, they
thought it was next to lmposelble to do 1t novw....

¥Well, now....

...8%xcept by meking 1t pretty long or wrapplng
1t around the outstanding sixty-seven eeventy-
two.

Well, of course, with all due reepect to Pope,
I have never vet - think hle advice nhae been
worth a damn.

(Laughs)

I mean - I mean he's alwaye - I mean, I've
never - hisg record as far as advice ls concerned ]
has not been good. '
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Well, each of theese men -- and I have & great deal

aof reepect especlally for Levy, Devline, and
RepD....

Yeah, eoc have I.

They felt exactly the same way about 1t.

Yeah, well, now look....

Thie wire was Just ae much of a ghock to us as 1t
was to you.

Now what I'm going to ask you to do - because -

I mean I can't each day turn a somersgault. IYou
fellows get me fixed one way, then you come along
with this which is contrary to everything I've
been told.

Well, I told you I'd give you a factual report.
Yeah. Well now, Sproul, you're president of thila
Victory Fund for this at your district, aren't
you?

Right.

Can't you get the fellows that are going to do

the selling together? Can't you call them in thie
morning and talk to them? Hello?

Well, I can talk to the ones I need to talk to to
to get their reaction on 1t.

80 thet you could let me know say, between two and
three, glve me a report on 1t%t.

I'a going to - ivg going to have my fifteen
raglonal chairmen in here thies morning at eleven.

On Vietory Fund?

Yeah.

Well, that's perfeot.

So that we could check with them.




The eix.. - the fifteen?

Yeah, that's the chairmen of all the regional
areas within the dlstrict.

Well, then between two and three couldn't - I
could get a report.

Yes, you could.

Now what I'd like to know from them, 'is it to be
a reglstered or ls 1t to be a coupon, and aleso
the maturity.

Yeah.

Also, on the one and three quarters, 1ls 1t to be
a - to a fixed daste or 1s 1t to be one that -
with a two-year spread.

Yeah.

What?

All right.

Well, that - if - well, that's - your having them
in there l8 parfect.

Yeah. It will fit right in.

Becauge this - thie thing - well, 1t comes as a
complete shock to me because I thought everybody
wae just begging with their tongues hanging out
for a coupon bond.

Well, I think that was the general attitude of
the Victory Fund people and of the banklng group...

Yeah.

RS || | PP

Well, have another ehot &t 1t this morning.
Right.

And then when you're ready, have your operator let
mine know after lunch.




All right.
How will that be?
We'll do that.

And then I'11 hold every.. = because I'm - I'm -
I'm trying awful hard to make a decision today.

Yes.

You see, I got all theee promotlon men coming down
tomorrow, and they'll eay, "Well, what have you got.
to sell?"

Right.

And I can't be hemming and hawing.
Right.

And in prieing it this time I want to be a little
on the generous slde.

Well, we'll give you a report right after two
o'eclock.

1 thank you.
All right.




HMJ r:
Cperator:
HMJ r:
c.3.
Young!
HMJr:

b ol

November 17, 19i2
10:02 &.m.

Hello.

Mr. Young.

Hello,

Good morning, Mr. Secretary. Thie 1es Young speak-
ing.

How aras you?

All right.

Now look, New York esent me in a telegram that was
quite contrary to what they've been saylng be-
fore - hello?

Yes.

They want, they say, a registered tap lssue.

A reglstered?

Yeah.

Oh, oh.

Now what I'd 1ike you to do 18 - lg to get as
many of your Victory Fund people together or on
the telephone, you see?

Yes.

And check with them once more, what do they want,
you see?

A1l right.

I'm not talk.. - I mean the fellows - your - your -
your reglonal managers and so forth and eo on,
see?

All right.

The fellows who are golng to do the selling,
what do thesze Victory Fund fellowe want.




All right.
Sea? (Talke aside) Come in, come in.

I'11 get them together this morning in the next
hour.

Yeah, and then - then the other thing 1s - it's
do they - the big thing 1s do they want &
regletered or do they want & ooupon, sea?

Yes, that's right.

Now then if it's - whatever 1t 18 - what - what -
again ask these fellowe what maturlty date -
hello?

Yes.

And then the other argument seems to be on one
and three quarters, some want 1t to a fixed date
and some want 1t with a two-year spread.

YTes.

Now put that up to your fellowe....

All right.

_...and then when you're ready to talk, let me
know eomstime after two o'clock, Waeshington time,
will you?

All right.

=1 .

I'11 do that, and I'1l - I'1l get them together
thia morning.

Get them together because there's - because these
fellows that - people lilke Devine and those kind
of regular Government people are all recommending
a reglstered bond.

Well, I'm surprised at that.

N
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I waa. I just told - I told Sproul and Rouse
that they heve me - trylng to make me turn a
gomersault once a day. I can't do 1t. I get
dlzzy.

Walli I would think so. The - well, that -
that's news to me,

Yeah.

I'm very much surprised.

Well, Sproul's having fifteen reglonal men in
of the Vietory Fund at eleven o'elock, and he's
putting the same thing up to them.

All right.

And he's gcing to let me know,

Well, I'11l - I'll have the - our men in the next
hour.

But I'm dlzzy.
And 1'11 - then I'll call you after two o'eclock..
fou - yes....

«-+«Waghington tlme.

Yea., After two - gbout after two - better say
af ter two-thirty.

All right, after two-thirty.

Washlngton time.

Well, I'll have them together before noon today.
Thank you.

And then 1'll call you. All right.




November 17, 1042
10:05 a.m,

FINANCING

Present: Mr. Bell
Mr. Bromm

" Mr. Bﬂl‘g‘ﬁl!

Mr. Fleming

H.M.JR: I wanted you fellows to do a little phoning.
Maybe it is right, but the New York crowd says now that
they want & registered bond. be that is right, but
then he quoted Allen Pope. I told him Allen Pope is a
swell , but he hasn't been ri%t once on the advice

‘that he has given me, He said, "You haven't got time to
price a coupon bond.™ Well, that is the darnedest non-
sense I ever heard, that we haven't got time. We have
all the time necessary.

Maybe that is what they want, but these other fellows
have been t-llininnu that you have to have a coupon bond.
Now, George Duffington is ready to go up through the
uuiiing on the ldea,.

MR. BELL: And tht{ have been preaching to us for
the last - ever since the last reopening in August -
that if you had a coupon bond you would have sold &
1ot more, and when you put out the next one to put out

a coupon bond.

MR. BROWN: I dom't believe that you can sell a
repistersd bond outside of the insurance companies.
I don't know how many coupon bonds you can sell., I
think that the Vietory Fund Committees are apt to be
_ gomewhat ovep-optimistic on the amount of long-term
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two and & half's tha{ can sell to individuals. But the
only kind of a long term bond they can sell to individuals
is a coupon-bearing bond., If you want to give them a
chance to show what they have got, you have got to give
them & chance to sell coupon-bearing bonds.

come back

H.M.JR: That is what Dan says they have been
preaching = for the coupon = and u‘udﬁani;
along on a Tuesday morning and say, "No.

MR. BURGESS: I think it is 'gn.rtl{ a question of
maturity., I think they are afraid if they lengthen
this maturity they may drive out some buyers - if they
put out a coupon bond of longer length maturity.

HM.JR: Well, some time today I have got to make
up my mind - between now and midnight. So if you fellows
have any doubts, the Treasury phones are at your disposal,
If you want to ecall \.T anybody, I wish you would do it.
But Allen, as I say, is having his fifteen regional
fellows, and Hap Young's people - be he will change
his mind between now and two o'elock.

MR. BURGESS: They are the boys that have got to
sell them.

MR. BELL: He will if he follows their advice.

ki,

MR. BROWN: Young wants a coupon bond, doesn't he?
I understoed from his telegram--

MR. BELL: He said a '63-'69, yes, but he did not
go into the question at all like New York did.

H.M.JR: I will put it up to him again,

(The Secretary held a telephone conversation with
Mr. Buffington.) :

HM.JR: I mean, I take it that that is what the
m?is going to advise me onjyou are the committee, aren't
you
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MR. FLEMING: That is right.

MR. BURGESS: I think our advice is less good
on that long bond than on most things, because that is

not a bank bond. That is a bond for investors.

H.KM.JR: Tou have a lot of customers; you all
hook up one way or the other with this Victory Fund
Committee.

MR. BURGESS: We will give you some advice all
right.

MR. BELL: They think it will go, but they don't
think you will get these estimates t the Victory
Fund Committee is putting up.

H.M.JR: The Vietory Fund says a coupon bond -
they were afraid to tell me, but they have figures
all the way up to four billion dollars.

MR. FLEMING: I hope they are right.

HM.JR: A minimum of two, that is all they are
saying = a minimum of two.

MR, BURGESS: If they get two, they are dammed
good. (Lasughter) i 3

fied MR. BELL: If they get the two, we will be satis-
led,

H.M.JR: But can't you fellows - you have got a
lot of friends around, and the telephone is at your
disposal.

MR. BELL: ©OSure, I would like to have some
insurance advice haru.

HOGJR: T tell you who we can get; he is in town.
Tou can put him to work. i
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MR. BELL: George Harrison was in town last night.

H.M.JR: No.
MR. FLEMING: I can get hold of Mr. Ecker.

- H.M.JR: Donald Woodward is in town. Do you
want him to help you?

MR. BURGESS: I am a director of the same company.

MR. BELL: They are all directors of insurance
companies.

MR. BURGESS: They won't get more light by phoning
around than thinking it over.

MR. FLEMING: I think the insurance companies
woule like to have a little staggered maturity, but I
think they will buy either.

H.M.JR: They got the "62-'67. Now some say make
it the same and announce that you are éﬂin to close it
L =

after this issue; others say make it 70, to give
them something new.

. MR, BELL: TYou know Baker of the Travelers very well.
We used to deal with him. Why don't you give hima .
ring? He has been the hard nut to crack on this registered.
He says he won't buy it. You might get his views.

H.M.JR: He won't buy a registered?
MR, BELL: He won't buy a registered at all.

H.M.JR: I can't understand how New York could
say right up to last night that it had to be a coupon
bond and then they send for these three Government bond
dealers, who are able fellows - four of these = and they
all say it should be registered.

MR. BURGESS: I think they are scared of lengthenin
the maturity. o4 e ¢ (
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H.M.JR: How about dﬂprusﬂinf some of the bonds
they may have in their omn portfolios, or is that
unkind?

MR. BURGESS: No more than an issue that does not
go regardless of where it fits the curve.

H.M.JR: One other thing, you are working on this
business of this Philadelphia meeting?

MR. BELL: TYes, John McKee just called me. He
is one of the strongest ones for 1t. He thinks now
that this convention is going to do something on their
own hook and we had better stay out.

H.M.JR: Anyway, you have good advice here.

There is one other thing. I am going to ask you
fellows some time after lunch when we should offer these
securities to the banks, I hope you will have your
?gii made up on that. Will you be ready to answer

T

MR. FLEMING: Yes.
HM.JR: I explained the difference.
MR. BURGESS: We discussed it somewhat.

H.M.JR: The other thing - if we should decide
to offer the four billion on one day, is the excess
reserve position all right?

MR. BURGESS: They certainly should be delivered
on different days. .

H.M.JR: Yes.

MR. BROWN: Particularly with the December 15 tax
peyment coming in. The one p nt ought to be relatively
short, the day before December 15, lnﬂ he other ought to
be somewhere around December 25 to adjust it to the
tax payments.,
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H.M.JR: The point is, should I offer four billion
on one day; should I scatter, and so forth? You people
are going to be around all day, aren't you?

MR. BURGESS: We will finish up today, won't we,
Henry?

H.M.JR: Yes.

MR. BROWN: I would like to take a five forty-five
train, but I am perfectly willing to stay over until
tomorrow.

H.M.JR: TUnless sﬂmathin§ goes wrong - I am in good
shape on appointments; and unless something goes wrong,
we ought to be able to finish. These are the things
that have to be settled.
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Operetor:

HMJr:

Operator!

HJr:

Operator:
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Cperator:

HMJr:

Dean
Acheeon!

HMJr:

A

November 17, 1942
12:02 p.m.

Hello.

Mr. Hull has just sterted his press conference,
Mr. Renchard 1s on the line and he gald Mr. Hull
will cell you back, \
Mo, get me Mr, Acheson on the wire.

All right.

12:04 p.m.
Hello.

Mr. Acheson 1s tied up with an ambassador, and
he will be for about fifteen or twenty minutes.

Well, tell him I want to talk 1o him now, and 1
can't walt.

Right.

Juet give him that meecsage.
All right.

I ean't welt. I want to telk to him.

Right.

12:06 p.m.

Hello.

Hello, Henry.

Dean, I'm sorry to pull you out but 1t's the
only chance I have to talk and Paul's here.

Not a blt.

Now this letter from Mr. Hull - I juet tried to
Eut him and he's in nress, and 80 thought
'q give this meesage to you for him.




Yea, sir.

I talked with Mr. Btimeon last night about this
letter, and naturally he wae terribly upset....

Uh huh.

....8nd hie first inclination wae that he'd give
his part back to the Government.

Which letter 1g that?

The letter from Mr, Hull to me.

Oh, yee, on thie - on the Spanleh....
On this Spanish....

Yeah,

And so I told him I wouldn't hear of 4t for a
minute, that thls was slmply very low-class
blackmall on the part of the Spanish, and I'd have
nothing to do with 1t. Now I saw the President
this morning and I told him about thie thing, and
he sald that he agreed with me and that there's some
especlal fund that the State Department has, and 1if
they think this 18 so lmportant, let them pay for
it. Now more important than anything else, and I'm
intereeted in Mr. Stimeon, and that 1es I think that
Mr. Hull's letter for me should be withdrawn and
destroyed. I don't think i1t should be in the filee.

Well, all right. How do you think we ghould take
it out?

Well, you've got - you've got funds. If you think

that the seventy-two thousand should be reimbursed,
why, you've got epeclial funde over there., There

are lote of specilal funds around town. Take, eay,

601 of the Economy Act. You people can pay for 1it.

But juet because Mr. Stimson's in the Government

and they know 1t, and hold a pistol at my head for
$72,000, I'm not going to be a party to it. And 1
dan‘t want 1t in the record on account of Mr. Stimeon '
because he's too flne a person.

Well, let me talk with Mr. Hull.
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Yeah. And I don't think - I don't think there
should be any exchange of letters, after all,

as between ue on this thing. I mean I think -

I mean - as I say, my only thought in the

matter 1s - 1s Mr. Stimecn. If - if Mr. Stimeon
wasn't in the Government now, they wouldn't ask
for this seventy-two thousand.

Well, I don't think that has anything to do
with - I know 1t had nothing to do with Mr.
Hull's view about 1t.

No, I'm not even implying that 1t d4iad.
Yeah,

But I am implying that the Bpanlards are. No,
I wouldn't impute that to Mr. Hull,

Well, let - let me - Randolph spoke to me about
this...-

Yeah, and he's in here now - with me now.

Yee.

I tried to get Mr. Hull and I couldn't, and I -
I -1'"4a1like all correspcndence on this thing
destroyed.

All right. I - I'll see if I can't work that.

No, there are a lot of funds around town. Goeh,
the Presldent has & fund, Donovan'e got a fund,
Mr. Hull has a secret fund, and 1f thle ls an
important milltary matter with these milllons of
dollars in all these secret funds, they can
pluck out sevanty-two thousand.

A1l right, I'11....
We - we haven't got ona. I have no secret fund,

Yeah, well, I'1ll - 1I'11 try and work 1t out,
Henry, and....
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Well, look at 1t a 1little blt from the
etandpoint of Mr. Stimson. I know you're
devoted to him too.

Yeah, I am.

And 1t puts him in a very embarrasesing poeltlon.

All right. We'll see 1f we can't work 1t out
that way.

I'd appreciate it very much.

All right.

I - this - I mean thie - thies - 1f 1t could Dbe.
All right. I = I'1ll see if we can't do that.

I thank you.

All right, fine, Henry. Thank you.




November 17, 1942
2:15 p.m.

FINANCING

Present: Mr. Bell
Mr. Buffington
¥r. Haas
Mr. Brown
Mr. Burgess
Mr. Fleming
Mrs. Klotz

(The Secretary held a telephone conversation with
Mr. Sproul, as follows:)




November 17, 1gk2
2:16 p.m.

Hello.
Hello, Mr. Secretary.
Hello.

Well, where are you fellows standing now, on your
head or your feet?

Well, we're standing on our feet.

Good, because I don't know where I'm at.
(Laughe)

Well, I have just finished discuesion with the
fifteen reglonal chalrmen of the Vidtory Fund
Committes who are in from all parte of this
distriot....

Yeah.

..+.+8nd who think they're in touch with what
individual non-bank investore want.

Right.

They unanimously favored a ocoupon bond and thought
that they would reach more non-bank investors
wlth a coupon bond than they would with a regle-
tered bond even though the aggregate dollar amount
sold might not be much greater. They eald that
thelr salesmen sald to them, "If you want to give
ue the kind of merchandise we have the beet

chance of selling, give us the ocoupcn bond."

Ma....

They also esald that they thought some change in
style in connection with this big, enlarged drive
wauld be helpful, that to anncunce the closing of
the previocue regletered tap iesues and the lssu-
ance of this new etyle two and a half bond would
be helpful.

Yeah,
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They dld not think that a elightly longer maturity,
as compared with the reglestered lesue, would be
a deterrent to sales....

They 414 not....

«:«+ 80 that they - they were on s&ll counts in favor
of the coupon bond.

Well, that's the - different than what these - that
other group told you.

Thet's very different from what the Government bond
dealers told us who had more concern about the
exlsting market than these people could be expected
to have who are looking at i1t in - almost entlrely
from 2 sales atandpolnt.

Well, now after you've heard it all, where does
Allan Sproul atand?

After hearing 1t all, I stand in favor of putting out
the coupon bond, which I think will perhape get a
little more than the regigtered bond in the way of
money and which, if 1t's made slxty-five seventy,
which I think would be the best maturity, would not
be too upsetting to the rest of the market, not so
upeetting that we couldn't take care of 1it.

I ses. Well, of course, that's what Buffington -

I mean thls what you're telling le what he told me
this morning, and he wlke flat as a pancake snd I

wae dlzzy after hearing - getting your telegram, you
geee?

Yeah.

Now what - what about the maturlty on the one and
three quarters.

Well, Mr. Rouse has dlscussed the general idea of
one and three quarter with the dealers and we've
dlescuseed 1t oureselvea here with our people. We
all feel that 1t should be a fixed maturlity rather
than have any a?raad. It doeen't make any differ-
ence whether 1t's one year or a two year. It would
be better to have a fixed maturity.

Fixed maturlty.
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Yeah. And what that fixed maturlty should be,
you could do a June forty-elght, but if as you
eald thls morning you wanted to be generous, then
1t should be a March forty-eight.

Yeah, Just a minute, I got - I got - walt Juet m
sscond now. Will you hold the wire a minute?

Yeah.

Now walt a minute. I got to put down a whole new
busliness on the New York and ﬁﬂunu.

What's that?

I got to put something down all new here. I - I've
been running & table on you fellows.

feah.

Just a minute. (Talks aside) Sproul, one and three
guarters - no, what - what did he want?
Five = it's five and a half yeare?

That'e - that 1e, 1f - you could do & five &and a
half year, June forty-elght, but if you want to be
generous then you'll do five and & guarter years
which would be Maroh forty-elght.

Juet a minute. Now which - which - which 1s your
first cholce?

And - and our cholce....
Where - now these - which is your first - what....

Cur firset cholce would be the March forty-elght.

March 1948, I see. How much - how much velvet 1s
there in that? ;

(Talkas aside to Rouse) How much 18 there in that?

Well, there's not - there's not very much. In view

of the size of the l1ssue, we think 1t will eell
very close to par.

Uh huh.
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end, of course, you're offering them - will be
offering them - and on a tap basle, and eo they
will be at par untll the books are cloeed.

Well, now let's see. (Talkes aside) Thie -.thle

doeen't go to the banke, doss 1t, subsequently? No.
80 that the banks....

There 18 a2 point in connection with that too.
(Talke aeide) What? Well, hell, that's golng to
meke a whale of &n 1ssues comlng due on a flxed
date.

Well, 1t would be between two and three billlon.

That'e a lot of monsy for my successor.

Well, he's got to get ueed to desaling in larger
amounts Just 2s we all have,

Well, we better begin to feed him vitamine now.
{Laughs)

Well, we - we've got a 1little over two billion out
in the one and a halfes of forty-eix. BSo you made
g gtart last time and I think we can well contlinue
it.

Bell says, "What would you suggeet for a call 1n
that?"

Well, we suggest no call at all.
Yeah, but if you - if - if there was to be a call?

Well, Af there was to be a call, I think a one year
would be better than two, but 1 think the difference
between fixed date and no - and - and a call 18 -

s a wide one Hhurfna the difference between one
year and two dossn’'t amount to much.

Mr. Secretary, the - the dealer group and we— and
the Securities Department and I agree with 1t -- feel
that an option date could not be longer than four and
one-half yeara.




Yeah.

And that 1f you went four and a half years
with an optlon date with elther a one year or
a two-year perlod, the new gecurity would be
caloulated to the four and a half year date....

Ch.

...and that would have gulte an obvlious effect
with a one and three quarter per cent coupon on
the one and a helfe of December forty-slix and
2ll the relsted issues in that area.

I aee.

And I think it would be dlsruptlive of your
market.

I aee. But elther March or June would not, eh?
Not with a fixed maturity.

I see.

That's five and a quarter....

Bell - Ball says....

.+ Torty-elght, five and a guarter years.
Won't & forty-seven forty-elght go?

It would go, but, as Mr. Rouse pointe out, 1t
would have 8 more dieruptive effect on the reet
of the market than the fixed maturlty longer
issue, because they'd figure the yleld through
the call date.

You see, your one and a halfe of forty-slx are
eslling at - Just at par.

Yeah.
December forty-six.

Well, Haas handed me a slip of paper - "Szptember
forty-seven forty-nine."
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I think it would be out of the queetion. In -
in one sense the market looks at it as a
maturity, and then in the arithmetic sense they
look at 1t as a call date.

Yen.

And the - the longest bond that I've heard suggested
by anybody up in this part of the woods hae besn a
four and a2 half eix and a half, three monthes shorter
than that, and they all thought that was too long.

fes. Well, you be doing some more figuring. I'll
call you back during the day. But I want to ask
Mr. Sproul thls thing now - whose advice am I going

to take, the Vlictory Fund or these Government bond
dealera?

Well, I think you should take the Victory Fund
Committee advice, which 18 now supplemented as -
by our advice as your fisescal agent after conslder-
ing both what the Government bond dealers have

sald and what the Victory Fund Committes pecple
have gald.

Well, how about - I'm going to be a 1ittle bit mean
now - Sproul - Rouse was telling me about thls head
of the First Natlonal - First of Boston - hello?

Yeah,

Well, what sbout hies advice?

Well, he's - he's Jjust one of the Government bond
dealers, and they weres all together on thst so 1t'e - f
his advice 18 no more nor no leses than that of the
other Government bond dealere,

But 1s Rouse - are you on....

I'm on the wire.

Do you agree with Sproul?

One hundred per cent, I think that we ought - eo
far as the two and a half per cent bond 1e con-
cerned, there's no gueation in my mind but that a
coupon bond of nineteen sixty-five seventy will be

the beet instrument for you to use in that area.
But we can take the chances Aif 1t's that long of

(cont. )
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the disruption that might come in the market.

I'm not worried about that, and belleve we can
handle 1t.

Well, now - Just....

But I'm afraid of anything shorter,

A1l right. Now let me Just go over thls once
more, because after all I expect to get thirty or
forty percent of this money out of New York, see?
Yesah.

8c 1t's kind of important, You fellowe feel down
there if I do a coupon bond, eixty-five seventy,
that's okay, eh?

That's right.

Right?

Yes, elr.

Yeah.

And on the - on the one and three guarters, elther
March or June, snd....

That'e right, the fixed maturity, March or June.
And you'd a little bit rather have March,

That's right.

How do you want to go out on the end of the limb

and tell me how many of those long onee you think
you're going to eell?

Well, perhaps I'd better do that. Mr. Sproul's
been away.

A1l right,

I think we'll - I think that you'll sell two
billion of them in the country.

Of the long oneas?




Yes, air.

Exolueive of the banks?

Oh, the banke can't buy that.

That's right. Well, that's two billiom.
Yeah.

Well, that's all flght. Now how - how much of
the one and three guarters to the non-banke?

I'm not very optimistic about that.
You're not.

Ana 1'd 1ike to make this other suggestion in con-
nectlon with your whole ploture.... -

Yes,

...that instead of making an offering of that
in the middle of the campalgn that you announce
the two billlion to banke to start November 30 on
the basis of two billion dollars for forty-eight
hours, subject %0 &....

Welt a minute, walt a minute, 1 took something
over this - I got what I want - now say that over
again, please.

That in -tnrtlng your campalgn and putting the
oné and three quarters on %8P,...

Yeah.

....that at the same time, November 30, you offer
a fixed amount, two billlon dollars, to the banks
for subseription subject to allotment, that the
books remain open forty-eight houre....

Yeah, well....

v..sand then be allotted. Now the reason for that
is this, that I don't expect the sale of the one
and three quarter to be large %o the general publie

-
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Yeah.

....and the story would get around, I think,
that they weren't going too well, and 1t would
end up possibly as & sour lssue sc that when
you offered 1t to the banks they would not be
too keen about 1t....

I see.

..s.wWhereag at firet I think they'd take 1t firet
blush and be very glad to get 1it.

Yeahn, but how many of them would you offer?

Two billlon.

Yeah. On - on November 30?

On November JU.

Payable when? Payable when?

Well, whenever you need the money. The fifteenth
or - whatever date you want that we can work out.
We ought to have eleven or twelve days on 1%,

Yeah.

And after the booke have been open forty-elght
hours for a bank subecription, they then could
be left open for as long as you want 1t for sub-
seription of othere than banks.

And you'd have a halo of succegs and be more -
be more readlly taken by the genersl publlc.

Well, my 1dea on thece bank subscriptlons now le
to leave them open four days.

Well, I won't quarrel with that, but I think 1f
the terms are known for a week ln advance, 86
they will be I presume, forty-elght houre is
ample time.

Well, I talked to some of the fellows out west -
gsome of the Federal Reserve Benke....




I see.

....and they'd like four daye to give them & chance
to go to work on some of these banke.

Well, that should be perfeotly all right. There's
no harm in that, and 1t might do esocme good ln some
of those districts.

They think, for instance like out in 8t. Loule and
Chicago, oh, they were very enthuslastic when I sald
four dayse.

I see, Well, I think they need to do some work on

some of the banks and it would be helpful to have
gome time.

And they can't turn around, they say, in two days,

No.

But you'd like to get that behind us, eh?

I certalnly would.

Well, would it get around in four days 1t was sour?
It won't - the - the offering to the banks won't be
gour. 1 - I feel convinced that the fixed maturlty
of March forty-eight would be & very welcome instru-
ment.

When would you offer the certificate?

Af ter the thing was over.

When 1s that?

Oh, the seventeenth or elghteenth. That's Thureday
or Frilday.

I see. Not until then, eh?
No.
Why so far along?

Oh, I don't think there's any need for 1t 'till then.
You'd rather concentrate on the other thing.




I see.

You'll - you'll have all your operating funds,
Iou don't want to pay intereset any sooner than
that.

Uh huh. Well, that's & 1ittle blt different, but
that 1sn't ae much of - I mean that doesn't upeet
me like this morning, but that - I mean this 1le
still fluid.

Well - no, I reallzed that upset you, but you
wanted a factual report....

That's all right.
...o0f what the market thought....
That's all right.
e | ; |, P
I'm gled I got the Victory Fund Committee.
(Laughs)

(Laughe) And the other thing, I wanted to be
sure that....

I'n glaa I1....

v+ +.you underetood that that wire did not repre-
sent any opinion of the Federal Reserve Bank.

No, I'm glad Sproul ie there ae chalrman of 1t.
(Laughs )
(Laughe)

A1l right. WNow your thought is - would be to
offar the one and three quarters on the thirtieth?

That's right.

And the seven-eighths - the seven-elghts = couple
of weeks later.




That's right.

I eee. Well, that - that's - that's a new one
but that - that's - Bell says that's not new.

(Leughs) I think he's heard of 1t before.

He - well, he's pulling a Rooeevelteon me. He
sald he dreamt 1t.

(Laughe)
(Laughe) Well, you better follow it then.

Yeah, he's correcting me agaln. He sald he gave
it to me ln writing.

(Laughe)

Okay, gents.

All right, you'll....

I'1l1 be talk....

....you'll want to be in touch with us later today.
Definitely.

Right.

Thanks.

All right.
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H.M.JR: You ought to feel lots better,

MR, BUFFINGTON: I em just wondering about that
one and three-quarters at the start, Wouldn't you
give these fellows e little bit better start to get
going if you pave them & little more time at the start
of the campaign?

MR. HAAS: It will be open the full length of time.

MR. BELL: They will have the full two or three
weeke, The only objection to that is the one you
raised right at the beginning when we did recommend
that; that you did not went a banking issue at the
stert of this campaipm.

HM.JR: T don't want it, I don't like it. I am
glad we have it on the 30th instead of whenever we were
going to have it, because we are not ready yet.

MR, HAAS: Another important reason not to have
both together is the reserve situation.

H.M.JR: I am conscious of that. I personall
would like to have the publicity on November 30 with
the Victory Fund Committee. I don't see - why came
along on the seventh? We don't have to do both issues,
but we will see. I can't think that dfie and three-
quarters will go sour in a week.

MR. BUFFINGTCN: No.

KR. BELL: If it does, it is liable to go sour from
day after tomorrow until the 30th. The knowledge is
going to be out and there are not going to be enough
of them.- I don't think anybody expects to sell enough
of the one and three-quarters and the seven-eighths
outside of the banks to put a load on the market.

MR, BUFFINGTON: I was using the figpures on the
certificates and notes done before.




MR, HAAS: Burgess thinks those are the things
you will sell.

H.M.JR: What?

MR. HAAS: He does not think you can sell the two
and a half, He wouldn't advise anybody, in view of
the present tax rates, to buy a long bond; then he said
he thought one and three-quarters would be the one,

MR, BELL: He thinks the people with real money
are poing to buy the one and three-quarters and not the
two and a half.

MR, BUFFINGTON: These boys are unanimous on the
coupons - six banks. Four of them are unanimous on
'65-'70, and two are talking '60-'70 on the two and
a half's.

(Telegrams handed to the Secretary, copies attached.)

H.M,JR: Perry Hall and Stubbs say two and a half's,
'65="70.

Patton says he much prefers '63-'GH.

WME. BUFFINGTN: I have talked to them about that,
and they think '60-'70 is all right.

H.M.JR: Anderson - where is he?




MR. HAAS: Burgess thinks those are the things
you will sell.

H.M.JR: What?

MR, HAAS: He does not think you can sell the two
and & half. He wouldn't advise anybody, in view of
the present tax rates, to buy a long bond; then he said
he tiought one and three-quarters would be the one.

ME. BELL: He thinks the people with real money
are going to buy the one and three-quarters and not the
two and a half.,

MR, BUFFINGTON: These boys are unanimous on the
coupons - six banks. Four of them are unanimous on
165-170, and two are talking '60-'70 on the two and
a half's.

(Telegrems handed to the Secretary, copies attached.)

H,M,JR: Perry Hall and Stubbs sey two and a half's,
'65-"70,

Patton says he much prefers '63-'G8.

MR. BUFFINGTCN: I have talked to them about that,
and they think '60-'70 is all right.

H.M.JR: Anderson - where is he?




MR, HUFFINGTON: Hichmond.

H.M.JR: Here is the thing; every Govermment bond
dealer that came in yesterday said to have a registered
bond. Here these fellows have got to go out ang sell
a coupon, There are really three groups that I em
working with: the War Bonds, the regular Govermment
dealers, and this Vietory Fund taing.

MR, BUFFINGTON: Do you want to hear these ilnsur=-
ance men's views, briefly? Parkinson of Equitable,
"Coupon or registered makes little difference; would
like five-year shorter maturity than '62-'67.

H.M,JR: Would like what?

MR, BUFFINGTCH: A maturity five years shorter,
just to be different, than '62-'67.

Patterson of Mutual Life - and tais is interest-
ing - total investments a billion, one; Governments,
gix hundred and ten million; twe and & half - that 1s
their total holdings - he prefers coupon two and a
half, '65='70,

Newhall of the Penn Mutual, coupon.

H.ii.JR: What was the one before that? I didn't
get that.

MR, BUFFINGTCN: Patterscn of the Mutual L,fe of
New York prefers coupon, two end a half, '65-'70.




Newhall of Penn Mutual says the coupon is of no
interest; that he would like '65-'70 maturity.

George Harrison of New York Life will buy either,
but he personally likes the '65-'70 better and prefers
the coupon.

H.M.JR: Who got those for you?

MR, BUFFINGTON: I did.

HM.JR: You doubled up on these boys, but that is
all right - not on my boys, but on these bankers.

MR, BUFFINGTON: I thought I asked you if I might
talk to the life insurance people; I know most of them.

H.M.JR: That is all right. You are working fast;
that is wnat you were hired for.

MK, BUFFINGTON: The reason I talked to Rouse - the
principal reason - the Government men "say that there is
no magic in this coupon which the Victory Fund boys
say there is magic in; and they believe that the net
result to the Treasury will be as good on the registered
as on the coupon because we will go out and sell the
coupons and they won't stay sold and will come back
into the market. Therefore the net result would be
as good on registered as coupons. They don't think
the Victory Fund Committee is adequately organized.

H.M.JR: Who are you quoting nowf?
MR. BUFFINGTON: The Government bond dealers.

H.M.JR: You agreed with them on that, didn't you?
(Laughter)

MR. BUFFINGTON: I have prepared a one-paragraph memo-
randum for you on the way the Victory Fund Committee 1s
organized, so that you will have that if you want it.




¥R, BELL: They all seem to want '65-'70, I don't
gee how they arrived at it, but that is 0.K.

HM,JR: Magie. (Laughter)
(Mr. Burgess and Mr. Brown entered the conference.)

H..JR: The thing makes & little bit more sense
because Allan Sproul hed in fifteen men from the Victory
Fund Comnmittee, and they are unenimous for a coupgn bond - @& _
end he so0 recommends. ~

WF, BURGESS: There is a smile on the face of the
tiger (Buffington). (Leughter)

KR, BRGWN: Danny probably said we thought a coupon
bond was necessary.

H.M.JR: He has not reported.

MR. BELL: I thought I would let you do your own
reporting.

H.M.JR: What do you people think?

MR. BROWN: We felt it should be a coupon bond, by
all menner of means; that any insurance company which
would buy a registered bond would buy either a coupon
or registered bond; and there is no chance of the Victory
Fund Committee selling eny appreciable quantity of the
bonds outside of .the Insurance companies unless it is a
coupon bond. We did a considerable amount of telephoning
this morning and verified that impression.

H.M.JR: I was upset. I could not understand this
thing of suddenly switching on me. But checking with
you gentlemen, it is coupon?

MR. BURGESS: TYes.

H.M.JR: Lat’s gsay it will be a coupon.




MR. BURGESS: Not too long.
H.M.JR: What do you mean by that?

{R., BURGESS: I think a '63-'68 would be very good.
Some of the contacts we made said that it ought not to
zo out much further than the '62-'67.

H.M.JR: Everything I have got is '65-'70,
MR, BURGESS: That is too long.

MR, BROWN: Our judgment is that that is too long.
We think it ought to be shorter. The '63-'68 would be
a year and 'a half beyond the Erasunt tap issue, wnich is
June. This would be in December; it would be eighteen
menthe longer., We think that the eighteen months longer
ie justified if your issue is a coupon bond, but not as
long an extension as the '65-'70 would make,

H.M.JR: Are you together on that?

MR. BURGESS: Yes.

MR. BROWN: The three of us are all together on it,
H.M.JR: Sixty-three-'G8, December?

ME. BROWN: December.

MR. BUFFINGTM: MNr. Secretary, it is only fair to
say that in all our discussions with these men we have
been talking '65-'70, and while I know they stand on
the '65-"70, I think there nas been so much discussion
about that, that they are thinking of getting away from
the '62-'67, and that is the way to do it., I do not
think that they would stand only on '656-'70 if the
question were--

MR, BELL: This is a better bond than the '65-'70 -
better priced one - it should be.
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MR. BUFFINGTON: They tell these people with whom--

H.M.JR: Give me the list of bonds outstanding.
(Chart handed to the Secretary by Mr. Heas.)

MR, BELL: There are only two in that area, '62-'67;
one is the tap, and the other is '67-'72, which is «<losed.,

MR. BROW: And which banks can buy.

H.M.JR: Which what?

MR. BROWN: The banks buy that. Because banks can
buy i;, it is selling at a premium of about a point and
a half.

H.M.JR: But the one you are suggesting is December?
Is that right?

MR. BELL: I thought it was June.
HM.JR: I thought you said December.
MR, BROWN: Yes, December.

H.M.JR: You said December, '63--

MR, BUFFINGTON: Sixty-three-'68, which is
and a half longer than the present outstanding.

MR, BROWN: Eighteen months.
H.M.JR: Have you talked around much?

" MR. BURGESS: The Travellers made that point. They
have not bought eny of the tap issue so far. They said if
you made it a coupon issue and not too long - they said it
should not be appreciably longer then the other - they
would sell short stuff and teke some, But they would not
be interested if it were a registered bond or if it were
substantially longer than the '62-'67.
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MR. BROWN: I talked with the Penn Mutual, of which
I happen to be a director. They said they would rather
have a bond a year or a year and a half longer than the
present tap issue; that they would not buy any more of the
resent tap issue if it was reopened because they alrea
eld more of that maturity than they wented. They would
like something else,and it would have to be a year or
a year and a half or so longer. It would not make any
difference, but they would like to have it a longer
hond - a year and a half - than have the '62-'67. Being S
an insurance company, it was immaterial to them as to .
whether it was registered or coupon, but they thought
as & matter of judgment, for what it was worth, that the
coupon would sell better.

I checked some of the people who were close to the
field of the Vietory Fund Committee in Chicago. TWe
have not so many insurance companies out there to whom
to sell, and they said it was hopeless to expect any

appreciable sales of r&%isterad bond by the Vietory

Fund Committee; that unless it weas & coupon bond, you
couldn't anticipate a considerable smount of sales.

H.M.JR: Let me ask you gentlemen this. The sug-
gestion has been made - I don't like it - supposing we
ro to '65-"70, or '63-'68, do you think it is necessary
for me to announce I am going to close the tap issue
of '62-'677 '

MR. BROWN: No, I don't think so.

MR. BURGESS: No.

H.M.JR: It is a small issue.

MR, BELL: We may need it before this thing is over.

KR, BUFFINGTCN: I wouldn't.

MR. HAAS: No.

H.d.JR: You know it has been suggestea.




- 10 =

MR. BUFFINGTON: I know.

VR. BURGESS: That was on the assumption you put
an additional emount into it.

VR. BUFFINGTCN: And therefore they would take it
now; this was the last opportunity they would get.

H.M.JR: Let's just skip a minute to this one and
three-quarters. Did you do eny work on that?

MR. BJRGESS: Yes.

H..JR: What decision did you come to?

ME, BIRGESS: The market would greatly prefer a
Pixed maturity of, say, five and a half years. You
could possibly streteh it to six, but we think this
would be--

H.¥.JR: Five and & half is when? WVhat month?

UR. BURGESS: That would be, say, in June; that is
a little over five and & half - June '48. X

MR, BELL: That is & vacant spot.

MR, BURGESS: You can do that. Thet is the thing
that would go best. If, from the point of view of the
Treasury, you think it is essential To have al option,
we suggest that you do a one year optionm, December '47,
optional December '48 maturity, which would give you
three possible times for refunding. Toat gives you a
little spread.

H.M.JR: December '477

MR, BELL: That would be a five-six year bond -
five year callable anmd six year maturity.

H.M.JR: I see. December '47. We have gotl a two
percent coming due on December 15. Would that help, do
you think, the one year?




HMJr:

Cperator:

HMJr:

Cperator:

November 17, 1942
2137 p.m.

Hello.

Mr. Young i1s not in the bank, but they expect him
shortly.

Okay. I got a couple of cash customers in theres
with Bell. There'e Mr. - well - Brown, Burgess
- (talke aside) end who else? - and Fleming.
Brown, Burgess, and Fleming, ask them to come to
my room, please.

All right.




cc- Mr. Bell
Mr. Buffington
Mr. Haae

November 17, 1942
2:50 p.m,

Heallo.

Hello, Mr. Secretary.
Go shead.

I - I had three meetinge this morning, and one with
the investment bankers and one with the - with the
bankers and then one with a jJoint group....

Yeah.

«+.+.+80d the consensue of opinion, after I got the
Joint group together....

Yeah,

-+ Why, they wanted a coupon two and a helf, and
they thought that the maturity should be sixty-
five seventy.

A coupon two and a half, elxty-five seventy.
Yes.
Uh huh,

And they = there were one or two - that the - of
the investment group that thought {fBught to be
not quite so long, but they - they finally decided
on - agreed on a slxty-five seventy, all of them.

But they all wanted a coupon. i

All wanted a coupon.

Highti

And then on the one and threes guartere, the - the
investment group -- I had a little seselon with
them in order to bring them up to date first....

Yae.




.« ss8nd they - they thought that the - the lnvest-
ment group as & Whole wanted a - maybe a bond of
five and a half and no call date.

Five and a half and.na call date,

But after we got the Joint group together and we
discussed 1t and polled them, and we had a sesslion
of about an hour, why, the consensus of opinion was
they wanted 1t to go over blg, and they thought they
could sell over two billion if they had a one and
three quartere five-year note,

One and three quarters five year?

Yes, a five-year note.
A five - a one and three quarters five year.

Yee, and they thought that it woculd be over-
subscribed many times 1f they had the note and -
but the investment fellows, when I had them first

together, they thought that the - five and a half-
year bond but no call date.

That would be - ‘nring 1t to December fDI‘tF—EEVEﬂ,
woulén't 1t%

Yes, December forty-seven.
Yeah.

And they thought that the - 1t might, if they'd
aweeten 1t - they call 1t sweeten 1t a 1little -
they thought 1t would go over blg, and there
wouldn't be any question about 1t.

How about a - a plece of paper that would be
December forty-seven to December forty-slght.

Well, they won't object. I = I told them after-
wards individually, and they thought 1t would go
over anyway very - very good.

«Yes,
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But they thought at this time 1f we - assuming that
you wanted to ralee a lot of money....

Yes.

..ssWhy, they thought that & - at least a five and
a half bond or the five per cent note would De
deslrable.

Uh huh.

And I had a very interesting sesalon, end I think
we're going to get & lot of support from the - from
the investment and banking groupe on thles.

Yeah. Well, I'11 be cslling you again. That's
helpful, and now New York now saye that they want
a - B coupon bond.

Well, they - nearly all of them wanted that, and
they thought that 1t belng that they could get a
regletered bond anyway 1 they wanted reglstered,
why, 1t would help the eituation 1if they hed &
coupon bond....

Yeah.

e...8nd I called Indlanapollis a few minutea &g0,
that'e the reason I was delayed....

Yeah.

They've reported that two of the unione over there
are ready to buy two million and a half. That's
Juet a small city, end eso that's an indloatlon of
what to have 1n mind....

Right.

«..+«0f the tap lssue.

Right.

And so two or three of the lnsurance companies,
the smaller ones, thought that 2 slxty, meybe &

alxty-three or something like that or beyond &
slxty-two so that 1t would have & different

maturity on 1t....




Iﬁﬂ.h»-

. ...because they had so many of the others.

Yeah. Well, I'11 be calling you again later in
the day, Mr. Young.

A1l right, and I'11 - I'1l be at the office - eay,
until eix or seven o'clock.

Right.

All right.
Thank you.
Goodbye.




P vy S

MR. HAAS: Yes, sir. Every bit helps on an option.
You see, this is %uita similar to the one we are talking
about, We are talking about September '47 with a two
year - they sugpgested a one year and moved it from
September to December in '47.

H.M.JR: December '47% OQne year?

MR. HAAS: We were talking September '47 and running a
two-year option - '49 instead of '48. They are almost
equivalent, aren't they? It depends on how you measure
that option.,

MR. BURGESS: I think one and three-guarters -
people will look at the maturity rather than the call
date. If you make your maturity '49, which is sewven
years, it is polng to look awfully long.

(Mr. Fleming entered the conference.)

(The Secretary held a telephone conversation with
Mr. Young, as follows:)




H.M.JR: What he says is that he got two QHEI
together, the investment and the other, and nfggr hey
gu% all through - I can't remember which was which,

but when they got through the consensus was & coupon
bond, '65-'70, but a few of the insurance fellows wanted
'$3-'68, The combined group wanted a five-year note.
When I said, "Would they take December, '47-'487" he
said, "Oh, yes, they would take that, but what they asked
for was a fixed date.”

¥R. BELL: A five-year note or one and three-quarters,
though! (Laughter)

MR. BURGESS: I mede a little speech to Damny. I
think it is terribly important at this time not to push
the maturities out too long. One trouble last time,
people said they are just cutting it too fine by stretch-
ing it & little too far. I think that just a difference
of three months or six months makes an awful lot of
difference in the reception.

H.M.JR: How do you feel about it, Mr. Fleming?

MR, FLEWING: We are shorter and longer, npparuntl{.
We are longer on the short-term note, and we are a litile
shorter on that '65-'70 on the bond.

H.M.JR: Where are you?

MR, FLEMING: Sixty-three-'68, we figured, on the
bond.

H.M.JR: I don't know who they had lunch with, but
that is what they are recommending.

MR, FLEMING: They had lunch with me. I bought
and peid for it. (Laughter)




H.M.,JR: And what about the notef

MR, FLEMING: The note we figured - we preferred
a one maturity, but if it had to be a double maturity
we said a five-gix year, wasn't it?

MK, PURGESS: Five and a half.

(K, FLEMING: Five and a helf to six.

H.M.JR: Five-six?

MR, BURGESS: Five-six if double; five and a haelf
for single,

MR, FLEMING: None of us are bothered about the
certificate; we think that would go over very, very
pramftly. I talked with Mr. Ecker this morning. I

don't know whether these gentlemen told you about my
conversation with him. They have now authorization for
two hundred million, but they expected financing earlier
in the month and they probably think they can push it up
to two hundred and twenty-five million. They would
prefer a little longer maturity so that it did not run
into the same maturity as the present tap.

E;_iﬁﬂ. BROWN: A little longer maturity than the present
tap, he means,

. MR, FLEMING: Possibly a year. It does not make
much difference to them whether it is a coupon or
registered.

H.M.JR: You td ked to the old man?
MR. FLEMING: Yes.

MR. BELL: But they do want to get off that one
date they now have so many of.

H.M,JR: I appreciete that. Let me ask you gentle-
men this - we will just let this date business simmer
for a minute. Everybody agrees that on November 30




we should offer to the non-banking everything that we
are going to offer. I mean, there is no argument about

that,

But there is considerable difference of opinion
as to when we should offer these two securities to the
banks., I would like to have your advice on that. Did
you settle that at lunch? (Laughter)

MR, FLIMING: -Well, yes, we settled that.

MR. BROWN: We felt that at the time the issues
to the publiec are snnounced, it ought to be announced
that twe billion dollars of the seven-eighths and two
billion dollars of the one and three-quarters is to be
offered to the banks. We feel that it ought to be stated
that bank subscriptions for those issues will be received,
probably, on December 7, which gives us some time to go
around and educate the banks as to the necessity of
their taking them, and should probably be open for
three days.

MR, FLEMING: Four days.

MR. BROWN: We think that with December 15 tax pay-
ments caming in, payments should be called for on the
banks' subscriptions for the seven-eighths about the
18th, end the subscriptions for the one and three-gquar-
ters should be called for on December 20.

-

MR. FLEMING: Eighteenth and 26th.

MR, BROWN: That is the date of payment. We feel
that the fact that the bonds are to be offered to the
banks, and the amounts, should be stated at the time of
the initial announcement so that the date of subscription
for the banks should be fixed at December 7 through
December 10, which is four days.

H.M,JR: Well, I lean your way, but I just want to

tell you the arguments. One argument was we ought to
offer the one and three-quarters right on November 30

s A e e i, -
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because the banks would not like the issue, and that
we had better get it out soon, before it got around
that the public did not like it. (Laughter)

MR. BELL: We had better get it out and into the
hands of the banks before they get onto the fact that
the public won't like it. (Laughter)

MR. BROWN: O(ne of the great difficulties we had,
Mr. Secretary, with the last issue, was that it was
open for two days when the subscriptions began lagging.
The Executive Committee, and so forth, met and
authorized bank officers to subscribe up to a certain
emount, It was difficult to get hold of people and
urge them to do more. If there is an allotment, if it
is announced some time this week that it is poing to be
open from the 7th through the 10th, there is sufficient
time to get a little more persuasion on the banks to
take their proper - I hate the word "allocation” - but
something n? tﬁa kind.

H.M.JR: Teke what we need.

MR, PFROWN: Take what is necessary to make the issue
a success., And to open it all at once and give less
P
time for pruEnrntiun, we think is a mistake., I don't

think that the public reception of the one and three-
quarters or seven-eighths will have much difference to
do with the banks adsa& to it. The banks will realize
that the one and three-quarters is an issue which is
designed primarily for banks. They can't expect the
public to take most of it.

H.M.JR: The thing I would like to do is to give
the Victory Fund Committee one week's head start, with
Eubliﬁity and everything else. That is one thing.

hatever we are going to do - as I say, give them one
week's head start and then if we come along on the 7th,
which is the anniversary of Pearl Harbor, and offer
this to the banks - you like four days?

SENSC U CWE U N S J—

MR. FLEMING:I think we should have, Mr. Secretery.




some of the banks, particularly some of the smaller
banks, or medium-siged banks, function through
conmittee action; and where you only have two days,
sometimes it is difficult to get that committee action.

H.M.JR: Of course they are going to know. I am
going to announce this Thursday or Friday of this week,
and I will announce the issue and I will announce the
maturities., I will announce the whole program. So
they are going to have ten days = they will have from--

MR, BELL: Seventeen days.

MR. FLEMING: But you know how those thin%a happen.
Even though they have had the notice, they wait around
until the last day before they get to it. That is the
ANSWEr.

H.M.,JR: This time we will have EﬂElB time to get

the circulars into the hands of the banks, and give the
ABA time to do whatever they are going to do - moral
persuasion. Is that all right?

MR, BURGESS: That is the word - education.

MR. FLEMING: I think a lot of it is a guestion
of education, as Randy says. I think it can be done,

H.M.JR: I have got one appointment, then I am
oing to see Eccles at three forty-five. Your train

eaves when?

MR, BROWN: Five forty-five. If I can leave here
at five--

H.M.JR: That will be all right. So if you want
to go back to your bank--

MR, FLRMING: No, no, that is all right. I didn't
like to delay it.

H.M.JR: You didn't miss anything.
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MR. BELL: One other question, Mr. Secretary,
that I asked them to consider, and that was this over-
all statement, whether or not you should announce a
figure other than the bank fipgure,

H.M.JR: Oh, yes.

MR. BROWN: We feel very strongly that,while the

four billion dollar limit for the banks should be announced,
it would be a great mistake to announce any total over-all
figure, or any emcunt you would expect to obtain, either S
from & combination of the three issues, or from each
of the three issues, from the general public. We realize
that when it comes to a quota there is an advantage in
a drive, because you can split up the quota - assign
it to teams and put pressure on everybody to do his
work. But it is not like a Community Fund drive which
has been poing on for a mumber of years. You don't
know how this organization is going to work. You don't
know what the response is going to be. If you fix any
quota, there is a feeling that you have got to fix it
way below what you hope to get, and if you fix a low
quota, once the people engeaged in the drive have reached
that mark, they relax their efforts. On the other hand,
if you fix a high quota womewhere in the neighborhood of
what you really expect to get, you run a risk of a
failure to reach it, due to many uncertainties of the

situation. And failure to reach the quota is absolutely
unthinkable. Consequently, we believe that a quota is
of no value unless, after you get the quots, it is
gplit up by Stetes and cities and by divisions of trades,
and so forth, within the cities. You would have to fix
a quota so small that it would not do you any good and
once the small gquote was reached, you would lose the
effort and steam of everybody comected with the cmpalgn.

MR. FLEMING: But we do think that it is very
necessary that the four billion dollars--

MR, BROWN: That the banks subscription be announced.

e R el R e W

MR, FLEMMING: That gives some little guide to the
various banks as to how much of each issue they should

subscribe to, according to their size.




- 18 -

H.M.JR: Where are you, George, on this?

MR, BUFFINGTON: I have vacillated on it a good deal.
I would like to have same yard stick we could put up to
these boys, but I am afraid there is & good deal in what
Mr. Brown says, that we have not tried this kind of an
operetion before, and we certainly don't want to make a
mistake on it. That is the one danger I see, I think -
I do not shere, entirely, the view that if it 1is gnin%
to be effective you have to divide it up. We heve told
these boys on tax notes, for example, what we expected
them to do, over-all, end it has been quite a stimulant
to them. They have exceeded those figures. I do not
know that it would be necessary to divide it up, but
I em afraid there are so many disadvantages it would
unwise to get into it at this time.

MR, BELL: The Executive Managers know pretiy

well, already, what we want. I do not think you have
to set any officlial quotas.

H.M.JR: You are with these fellows”

ME. BELL: Ahsolutely, and I am scared to death to
announce anything.

MR. FLIMING: You are not afraid of the bank figure.

MR. BELL: No, no, I think that should Jbe.gone. I
do not want the Secretary accused of having go to the
banks for the balance.

VR. BIRGESS: The time to announce a figure is
after you have got it.

MR. BELL: I think so.
MR. BURGESS: That is the time to make the headlines.

H.M.JR: Well, this thin% is taking shape, and I

think between now and midnight we can come to some deci-
sion. (Laughter) You gentlemen will hold yourselves
in readiness.
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BUFFINGTON

REPLYING YOUR WIRE REGARDING LONG TERM 2 1/25 HAVE

CEECKED WITH FIVE AREA CHAIRMEN CLEVELAND PITTSEURGH
CINCINNATI COLUMBUS TOLEDO AND REFLECT UNANIMOUS OPINION

INCLUDING MINE, COUPON 2 1/28 1960-1970 THE MOST SAL-

ABLE, WE CANNOT DO ANY KIND OF A JOB ON REGISTERED 2 1/28
1962-1967. WE ARE GETTING SET AND HOPE 70 GET WIDE
COVERAGE WHICH ALL AGREE CANNOT BE ATTAINED WITH REGIS-
TERED TAP 3 1/2. WITH US IT IS THE DIFFERENCE BETWEEN
VERY MEDIOCRE PERFORMANCE AND WHAT WE HOPE WILL BE A

REAL DRIVE WITH GOOD CHANCE OF SATISFACTORY RESULTS.
JOHN § FLEEK




Nov. 1?. 1842.
11:58 a.m.

BEUFFINGTCN

MY OPINION FOR MOST SALABLE SECURITY IN THIS DISTRICT

WOULD BE COUPON 2-1/2'S OF 1960-1870.
Edw ¢ BENDERE




Nov. 17, 1942
11:58 a.m.

BUFFINGTON

9 1/2 PERCENT BOND IN COUPON FORM HAVING ANY OF THE THREE
MATURITIES MENTIONED IN YOUR TELEGRAM VOULD SELL BETTER
THAN THE SAME BOND IN REGISTERED FORM. AS BETWEEN THE
COUPON 2 1/2 PERCENT 1860-70 OR 1965 - 70 the 18965-70
IS THE PREFERABLE.

ANDERSON




Nov. 17, 1942
11:50 ..

BUFFINGTON

WE HAVE MEETING ELEVEN THIS MORNING OF CHICAGO MEMBERS
DISTRICT COMMITTEE. YOUNG W LL WIRE COMMITTEE'S VIEWS.
MCLURE AND I FEEL STRONGLY ISSUE SHOULD BE IN BEARER
FORM AND REGISTERABLE AS TO PRINCIPAL AND/OR INTEREST
AT OPTION OF OWNER, OF MATURITIES YOU SUGGEST, WE
PREFER 1965-1970. WE MUCH PREFER 1968-1968 TO THOSE YOU
SUGGEST. MCLURE AND I WONDER WHY YOU HAVE AN OPTION
DATE AT ALL THIS ISSUE. WHY NOT STRAIGHT MATURITY?
PATTON.




Nov. 17 3 1042
11:11 a.m,

BUFFINGTON

OUR DISTRICT FEELS COUPON 2 1/28 1985/1970 DISTINCTLY
DESIRABLE.
STUBES.
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Nov. 17, 1942
11:59 a.m.

BUFFINGTON

¢
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CONSIDER COUPON 2 1/2 1965-1970 MOST SALABLE IN OUR
DISTRICT.

PERRY E HALL.




November 17, 1542
3:20 p.m.

FINANCING

Present: Mr. Bell
+ Mr. Buffington
Mr. Eccles
Mr. Haas
Mr. Murphy
Mr. Burgess
Mr. Bromm
Mr. Fleming

H.M,JR: Marriner, let's get this form fixed
first. You see, you are worried about the publicity.
I am not because we will have lots of experts aroun
here tomorrow.

MR. ECCLES: I am not worried about the publicity -
as to getting plﬁn:E of it. I was worried more about

the basis upon which - after all, the publicity has
ot to be determined upon what you say. They have got
o build the publieity around what you say.

H.M.JR: Here is the thing. On the long bond, the
tap issue - you know they had these bond dealers in
yesterday.

MR, ECCLES: I know the story on that.
H.M.JR: And now they all want a coupon bond.

MR. ECCLES: Did the dealers change?

H.M.JR: No, but I mean Sproul and his crowd. I
talked again to Hep Young and he wants a coupon, and the
representatives of the AEA want a coupon.

MR, ECCLES: There has never been any question in
my mind, after meeting with the managers of the Victory
Fund Committee - these fellows are the ones we expect to
go out and sell a security, and there was never any




question in their minds at all about it.

MR. BELL: I think it is Erttty unanimous upon the
coupon, except the Govermment bond dealers, and they
are scared of the market.

MR, ECCLES: Those fellows are always - every time
we follow those fellows we get into trouble, anyway.

H.M.JR: You agree it should be a coupon?
MR. ECCLES: Absolutely.

H.M.JR: Then the next thing is how long should
the thing run, and we get the advice, from December
'63-'68 to '65-'70,

MR. ECCLES: Sixty-five - '70, I think.

H.M.JR: What they say is you go a little bit too
far - by gning into December '63 you are going out a
year and a half further than the present.

MR, ECCLES: Let me put it this way. Whether it
is "62-'67 - it would be perfectly agreeable to me if
it were not for the fact Ehat Rouse and Piser both feel
that & coupon bond, at those dates, would affect,
particularly, the bonds; mot so much the two's - it
might reach into the two's and influencethe two's, but
there is quite a distance between that, but the inter-
mediate group of bonds would be--

MR. BELL: Fifty-six - '58.

MR. ECCLES: And the '52-'54. My position is, what
of it? We are not trying to support every bond in the
category; we have got the two's and a half up here, the
two's down here, and there is the bank issue, and the
bills and certificates at the other end. i

Now, so far as the in-between, let the :tuffl§¢
where it wants to - if you peg the two's and a half,




the two's, and the one and three-quarters. So I would
not care even if it went to '62-'67 if it were not for the
market boys. It will break the others domn some.

HM.JR: The '62 - we agreed that we wouldn't issue
any more of those.

MR. ECCLES: Sixty-three - '68 would be certainly
satisfactory to me. Most want '65-'70.

H.M.JR: But the insurance companies are saying
163-'68; it goes out a year and a half longer.

MR, ECCLES: Our market boys say '65-'70. That is
what our staff boys feel - '66-"70.

H.M.JR: Well, I want to bring up one other thing.
Then we will get Rouse and Sproul on the wire, because
your man gets it from them, doesn't he?

MR. ECCLES: He got it from hie own. I mean,
Piser--

H.M.JR: Most of them say '65, but these ASA
fallugu and some of the others have been saying Decem-
ber '63.

MR. ECCLES: They E;icn it, you see, based on the

action of the market. at is what they have done,
Thu{ give a little more reliance to the market than I
do because I say we more or less make the market.

H.M.JR: I am inclined to listen a little bit more
to them this time, but there are just two thinge that I
want to get from the market. You do not care much?

MR. ECCLES: No, I do not care if they say '§3-'68
or "65-'70; it would not make any difference.

H.M.JR: Do you care, George?
MR. HAAS: No, I do not care.




H.M.JR: Do you care?

MR. BUFFINGTON: No, sir. I wanted to say that I
think these boys have been a little influenced by the
fact that we have been talking '65-'70 and, therefore,
I think they are just staying in the pattern. Now,
Ned Brown just talked to me coming out here, "I wish
the Secretary would reconsider this '63-'68 idea. We
think it would be much better - not getting too far
away fram the '62-'67." I think if you put it up to
these boys in any conversation, that they would say
anything over the '62-'67 was fine - whether a year or
three years on the long end.

H.M.JR: I would like to hear what Sproul and
Rouse say on that.

The other one is the one and three-gquarters. They
advise me to make it a fixed maturity, either March
or June, '48.

MR, ECCLES: TYes.

H.M,JR: Now, the boys around here would like to see
it December '47 to December '48 - a one-year spread.

MR. ECCLES: December what?
H.M.JR: December '47 to December "48 - one year.
Where did you have it? Did you have a fixed maturity?

MR. ECCLES: I did not have ;n{ particular judgment

on it except they seem to think that, of course, that is
largely a k issue, and because of it being a bank
issue, and having reasonably short maturity, that it
would sell a litfle better at a fixed mlturitia I do
not know that it would make much difference, but it is
their judgment that it would have a little more sale.
The '67-'68, I think, would be better than the '67-"69.
I think, with the short issue--




MR, BELL: TYou mean, '47.

MR, ECCLES: The '47-'48 would be better than the
'47-'49, The one year between the call date and the
maturity dete would be better than the two years on
the short issue. They are both priced - it seems to me
both of them are right around par.

MR, HAAS: I think a December '47-'49 would be
too thin because that has two years there, where
December '47-'48 is all right.

! MR. ECCLES: Two years is a little long for a short
issue,

MR. HAAS; If you had to put September, ‘I think
it would go ell rigﬂt.

H.M.JR: It gets down that close?

MR. ECCLES: We fi%ﬁr'd the September '47-'49 would

be about eight or nine
MR. HAAS: Theoretically.
MR. BELL: That much?

irty-seconds.

MR, ECCLES: It does not show up. That is just
pricing it the way the market is. oo

H.M.JR: What did you say? Say that again.

MR, ECCLES: I seid that theoretically it would
price at about a hundred and eight or nine thirty-
seconds, the September as against the December.

MR. HAAS: The '47-'48. That is on fﬁfﬂr' but if
you offered it, it would be two or three rty-seconds.

MR. BELL: And that is pretty thim.
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MR, HAAS: It would be par if you opened it.

H.M.JR: This thing is thnplng up. We have got
all dn{ tomorrow to work on the publicity. We can
get this thing straightened out today.

MR. BELL: Yes, we have tomorrow and part of
Thursday «

H.M.JR: Thursday, if necessary.

MR. BELL: You won't want to give it out before
your press conference.

H,M.JR: No, and I do not have to give it out
util Thursday night.

MR. BELL: I think it would be nice if we could get
it out Thursday.

HM.JR: If we could do it at ten-thirty Thursday
morning, I would like it.

(Mr. Murphy entered the conference.)
H.M.JR: We are clear on the seven-eighths?
MR. ECCLES: Yes.

MR. BELL: We can start printing that and get it
out of the way.

H.M.JR: Henry, the way the thing is now, everybody
geems to agree on the seven-eighths, one year. There is
no argument there. Are we safe on that?

MR. MURPHY: Yes, sir.

H.M,JR: Then on the long iseue - the two end a half -
it is a question of whether it should be December '63-'68
or '65-'70. I do not know what date. What date was that?




MR. BELL: June, I think,

H.M.JR: The insuranece cunynniu: would like to have
it a little shorter. December '63 is a year and a half
longer then what we have now.

MR. ECCLES: December '65-'70.

(The Secretary held telephone conversations with
Mr, Sproul and Mr. Rouse, as follows:)




Operator:
MMJr i

Allan
Sproul:

HMJr:

November 17, 192
1134 p.m. '

Go ahead.

Hello.

Hello, Mr. Becretary.

You're here on the loud-speaker, and Mr. Eccles
is here with me.

Yeah.

Now thie ie what we want some advice on. We'll %
talk about the two and a half first, you see? 1

Yes.

Some of the people, particularly these three from
the A.B.A., would like to see December slxty-
three sixty-elght. It's a cholce of sort of
between that and slxty-flve seventy.

Well, my own view on that ls that making the
maturity sixty-five seventy ss compared with
slxty-three sixty-eight wouldn't hurt your
sales and that 1t would have much less effect,
I think, on the rest of the market, and that,
therefore, it would be better to do the elxty-
five seventy than the sixty-three eixty-elght.

Have leae bad effect on the market.
Yeah.

Now Just - just wait a minute. (Talke aside)
Well, Allan, Ecclee says he doesn't care. You
can f1ip & coin. (Talks aside) Ie that right?
Yeah, he says that's right. But it's a little
blE....

You know, my - my own inclination right nlang
has been to keep that bond as short as posel le,
and I haven't had so much concern about the
affect on the market es some of the other peocple
but I'm impressed by what Mr. Rouee and the
market people here tell me about what the

affect of too short s bond, which le avallable
in eoupon form to other than banks, might have

{eont.)




98
S e

end I don't think it - the lengthening by two yeare
would affect the sales one way or the other. Those
people are golng to have to be sold thie bond and
gold 1t with a 1liberal mixture of pressure and patri-
otism in it and they're not going to be thinking too
much about whether 1t's sixty-three or sixty-five

to the call date.

I cee.

So that I - I would prefer sixty-five seventy.

On eccount of the effect on the market.
Yesh.
Now do you mind Jjust walting a minute, please?

Not s bit.

We're trying to meke up our mind. It may be a
minute or two. Is that all right?

Yeah, we'll hang on.

Got & clgarette?

Yeah.

All right. Better llght 1t.
It's a good 1ldea.

(Talks aside)
Hello?

Hello.

It'e easy - if you gentlemen will be at your desk,
I - I']71 ecall you back in two or three minutes.

All right. We'll be right here.

Two or three minutes.




Marriner
Eccles:

ovembar 17, 1lgl2
E:GE pfn. 7, 15

....wWanting to satlefy a - a broader list of
investors, and in addition to making a securlty
that 18 & 1little more acceptable and possibly a
1ittle easier to sell, I have thils thought in
mind that at a later date you might want to
streteh that out from eay, a slxty-three-slxty-
elght to a sixty-four-sixty-nine and a elxty-
five-seventy, and 1t'e - if you make a sixty-five-
eeventy now, then, of course, it would be lmpos-
sible to stretch it out farther than that, whereas
Af you make it & sixty-three-slxty-eight and then
later inoreaee 1t slightly, the last lssue goes
up to a slight premium. That is certalnly not -
not adversea.

No.

Now the - a - & - we all know that a two-and-a-
half per cent bond at thie kind of a maturlty is -
is - is - 18 a falrly high-price seocurlty.

Yeah.

And - and I don't like the tendency of - of
making 1t appear that we're - we're cutting 1t
down unnecesearily. HNow I - I know Bob's idea
that this might influence selling in the case

of ocutstanding securities. It certainly le not
going to influence the selling appreclably 1in
what I ocall the Pearl Harbor lssue, the slxty-
seven-seventy-twos, because they're the only
two-and-a-halfs that are avallable to the benke,
and - and we could let those go down anyway -
down. They're - they're a point premium, and
even 1f they did go down a half or three-quarters
of a point, it wouldn't make any dlfference,
That - you - that - that - we don't need to peg
or support that market out. It e a hundred and
one. And they've got a - they've got plenty of
room to - to operate in - to - to - to drop.

And when you get to the - the slxty -- what le
it, the eixty-elghts - sixty - I mean the fifty-
elghts....

Fifty-six eights.

S




...and the rifty-two-foure, they're an in-between
bond and - and I don't know that we need to support
those at the present price. Let 'em drop down a
11ttle. What difference does it make? You - we're -
we're - what we're really in effect dolng, we're
holding our pattern not on a stralght lline but we're
holding our pattern on the two-and-a-halfs out at

the end —— thle two-and-a-half coupon that's on, we
would have to hold that one -- the twca, which 1ls

the longest ones now belng offered to the banks,
you've got to support that because you're going to
have to use it, and of oourse on the lower end, the
certificates and bills. And what happens 1in between,
I think within s certain - within reason you've got
to let them - well, the supply and the demand take
care of i1t. And I wouldn't care 1f the fifty-elghte
dld show some little weakness. Let 1t - let 'em
adjuet themselvee. Let the - let the fifty-two-Tifty-
fours. They're both premium bonds, end - and instead
of supporting them at the preeent premium, let the
premium - let it go down. That's - that'e the way 1
look at 1t, and I lean towards the elxty - the slxty=-
three-sixty-eight; I think 1t would be a little
easier to sell and I think, lcoking to the future -
and that it would - it would give ue a better
opportunity in future iesues. Now dc you feel very
etrongly on the other sidel?

Well, I - I don't fesl very strongly because I've

been converted from the idea cf 1t not belng neces-
sary to place this issue much further out than the
sixty-two-seven, but I do feel that 1t hae advantages
to put it a 1little ways out. Now first taking up the
points you mentioned, the bankere and their 1dea ,
that we don't want to get thle out too long, I think
if that - if we were talking of an lssue we were
selling to banks, that certalnly would be an applicable
point but where it'e an le=sue we're not selling to
benke, that they can t buy, I don't think the differ-
ence of two years in call date or maturity is a - is
an important one, elther from the standpolint of the -
of the ability to sell the lssue nor from the stand-
point of the position of the holder. On the idea of
being able to stretch out greater issues after this
one has been put out, 1t seems to me we atart out at
such a - & low range of rates and have maintained

that pattern for so long now that welre - we're pretty
much barred from the possibility of - of stretohing
out longer and longer at the same rates. I....
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Well, my - my point le that....

....] think we - we have, unfortunately perhaps,
been set in on a pattern of rates which has too
low ratee at the long end, but there - there we
sre. MNow on thies question of the two-snd-a-halfe
ocutetanding only belng avallsble to the - to the -
only belng - belng the only lssue &vallable to the
benke for that coupon, I think that can be turned
the other way. For instance, there's a large
amount of those bonde not in the hands of banks
which haven't found a ready market recently. The
banks haven't been intereetsd in them. The banke
are pretty well convinced by what the Treasury has
gald and by what the bankers' groupe have sald
that they shouldn't buy lsrues ocut in that area,
that 1t would be bad for them to buy such long
maturlties, and therefore I don't think we'll get
the support we might earllier have expected from
the banks in that 1esue, &and 1t will....

Of couree, you got a good - you got a good premium
on 1t, in eplite of that.

Well, then taking up that point and what 1t might do
to the fifty-slx-eights and other iseues in which
we're not so partlcularly concerned perhaps ae
issues, we are concerned, however, with the atmoe-
ohere of the market, and I think a one polnt drop
in the sixty-seven-seventy-twos and cerryling back
through the rest of the list would create a - &
rather poor atmosphere for this - for thie initlal
big drive we're putting on.

But you....

80 that I - I still lean directly towards & elxty-
five-seventy which, I must say as Iar as the
market is concerned, was considered the lower range
of maturity. There were some reacommendation &nd
some opinion that an even longer range than that
would be both appropriate and deslrable.

Uh huh.

T™at with the lower range of the market's idea of
what would be a bond whioch both would eell and
would f1t in &s nearly as possible to the present
market. I think that will - will result in some
decline in orices in the longer lssues, which I -

(cont. )
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....80 Tar as I'm concerned, I think 1t's - 1t'e
all right if it's not too great and too preclpltant.

Uh huh. Well, you feel rather strongly then - the
sixty - on the - for the sixty-five-seventy.

Yeah.

And you - you feel that - that even though that's
contrary to the general advlice of the lnsurance
companies and the banking group that - that they -
that that won't be & deterrent in the sale,

Well, I don't know who the banklng group are speak-
ing for other than banks, becsuse they're not....

Well, they invest - they invest lotes of trust
funds and they advise & lot of clients.

I - yes.
Yes,

Well, the insurance companies it eeeme to me right
along have been intereeted 1n the coupon, not the
axact maturity, and the - the two years won't meke
any diffesrence to them.

Un huh. Well, if we ghould declde on & slxty-
three-sixty-elght, what would you think? (Laughs)

Well, I think thet - that would De that, and I
think we'd - myeelf, that we'd have sacrificed some
market stabllity for no great galn st the other
end on sales.

Well, I think you've - let me see 1f - - the
Secretary. :

Hello.
Teah.

I only heard part of it. I had to get another
arowd started, If we went 1O December elxty-
three sixty-eight, do you mind once more Juet
repeating for my benefit what securltles you
think would be affected?
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Well, the sixty-seven-geventy-twos, the fifty-aix-
eights, and right down through the list to the -
sertalnly to the two per cent bonds.

You really think so?

Yen.

Well, that - well, to be facetious & 1little Dblt,
you'd have to go out and buy some, wouldn't you?

"I?‘Ell-r L

That would help our - that would help our regerve
pleturs.

I think we'll have to go out and buy some 1f it'e a
eixty-five-seventy, and we folke would have to go
out and buy more if 1t was & elxty-three-sixty-elght,
but I think the climate and the stmosphere in the
market would be better if we didn't hsve to support
too heavily to make thle lssue go.

Yes. Well now, whet effect do you— I don't know
whether they mentioned thls to you -- what effeoct do
you think we'd have - let'e say we were golng to
meke 1t & slxty-three-sixty-elght, and on the
present tap issue, the sixty-two-sixty-seven, we
gave those people the right to change thelr regle-
terad bond to & tap bond - coupon.

To a coupon bond?
Yesh,
Well, I don't....

T mean to the - to the exlist.. - same year, Jyou see?
I own a sixty-two-slxty-seven....

Yegh.

....8 reglstered bond, and the Treasury glves me
the right to change my elxty-two-sixty-eeven 1nto

a goupon bond. What effect would that have on what
ve're talking about? :

Well, I think that that would prﬂhfblj agzravate
the sltuation. I think that there & no need of
dcing that - that you can close off the exletling

(cont. )
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reglatered 1esues and put out the new cne wlthout
any right of exchange.

It would Jjust aggravate 1t,
Yeah.
Well, that was my feellng. I juet sald that 1t

would introduce an extra element which ls unnecee-
gary.

That'e the way it seems tc me.

Well, that's the way I felt. (Talke aelde) What?
Let me just - Bell?

Well, Bell doesn't agree that it would aggravate
it, but he agrees to leave 1t alone so that....

(Laugha) Well, that's all right.

80 he's telling us that he - he does - he comes
out at the same place but for a different reason.

Well, then we can't argue about that.

And I don't think Ecclea cares. (Talks aszlde)
Do you? He doesn't care. Well, let's leave thls
alone for a moment, see?

Yaah.

Just for & minute - and have we talked about the
one-and-three-quarter?

No, not in this conversatlon.

k]
Well, let - let's talk on the one-and-three-
quarters for a minute. Now we've been advised -
you advised us on & five-and-a-half year - you
know?

Yeah.

Now somebody else has said to make it - our people
here - some of the people here think we ought to
make 1t December forty-seven to December forty-
eight, & one-year call period. Hello?
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Yesh. Well, our - our idea was that - to make 1t

on the generous side it should be five-and-a-quarter
years, March forty-eight, but that you could do with
safety & June - & five-and-a-half year June forty-
elght.

Yes.

I -Idoen't see myself any advantage to putting in a
call period on - on that partloular lesue, and 1t'n
not what would be most marketable.

it would not.

Na.

But - when we went over that before, you flret sald
June but If I wanted to make 1t a little extra sweet,
make 1t March.

That's right.

Is that right?

That's right.

But you don't like thie one-year spread,

No.

Very definite on that.

That'e right. _
PR
All right, now Juet a moment, pleace.

(Talke aside) Why don't you telk to him?

Allan?

Yeah.

Why do you feel so strongly about - about & year'e
call perlod....

Becaugse I think that that would be considered - &
bond to run to the maturity date - 1t would be &
six-year one-and-three-quarter and 1t Jjuat wouldn't
fit. I - I would have doubts about 1t golng.
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Well, of course, everything we've put out -
you take the twos, and they have a call - a two-
vear call perloed....

Well, this 1s more nearly back in the area of the -
of the forty-elx notes, which were - the December
forty-six notes....

Yen.

...s0ne-and-a-half. Thle is Just beyond those.
You think that to price it....

I think they'd price it to the maturlty, and that
1%t juet doeesn't fit for & six-year cne-and-three-
auarters,

WE11§ they'd price the maturity all right, wouldn't
they

Yes, I don't think there's any question about it.

And that would mean - that would mean slx years.
Yeah.

Well, if you were golng to have - of course, the
two-year call perlod would be too long. The one-
year call period would - would not be so bad 1f
you made 1t & - & - a September forty....

Well, to put it the other way around, I don't see -
I think thet the call period on that type of lssue
s - 18 meaningless from the standpoint of the
market. They lock at the maturity, and I don't

see the advantage or need of 1t. We - we have &
three billion issue and - in - maturing in March
far.. = in December forty-six. An lsesue of thle
size with a fixed maturity in the kind of financing
we're doing now doesn't seem to me to be &n
unwieldy operation at all. I don't ses why any
flexibllity is needed there from the side cf the
Treasury.

Well, I just wanted to get your - I hedn't heerd
yOUr. . ..

Yaesh.
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....point of view on it. I hadn't diecusced it
with you before.

HQH"I"-

I - I personally leaned a little towerd the - the

& % ¥ @

The spread?
The - the June forty-elght.

Well, June forty-eight with a fixed maturity 1s all
right....

Yeah, that's what I mean....

..ss1 was indicating....

Yeah, that was my first - that was my flrstdiolce
and the seccnd, of couree, would be the - would be

the one-year spread, the forty-seven-forty-eilght,
but- LI

Well, the - the June forty-elght flxed maturity,
I think ie all right, but if he wante to Dbe a
1ittle generous, &8 he sald he did....

Well....

. _then I think it's the March forty-eight, end I
think....

I-I.-vr

....that would go very well.

I think that your argument l1e a - lg a pratty gound
sne end that they will figure the maturlty date,
Endlll'

I think so.

v...and if you put it over into - 1nto Decembear
forty-elght, which is the way they will price 1t,
1¢'s & 1ittle....

It comes too long for & one-and-three-guarter.




Yeah, yeah, I think thet'e a good argument.
Yesh, we'll call back sgaln.

You're going to call back again?

Teah.
All right.

All right. Goodbye.




HM.JR: You wanted '65-'70%

MR. ECCLES: I said Earsunnlli I would prefer the
shorter, ignoring the market question. I think it would
be & little better sale of the shorter issue. I mean,

T think it would be a better article to sell, but the
fellows who are looking at it from a market standpoint
are thinking of the influence on outstanding issues.

MR. BELL: Well, I cannot see this '65-'70 as not
hn:ing any effect on the market. I do not see how they
get it.

I haven't talked to these technicians here, yet,
but it seems to me that you have got, now, outstanding,
a registered security worth about ten or twelve thirty-
seconds.premium,

MR. MURPHY: I think it was bid twelve,the last I
BAW.

MR. BELL: Ten or twelve. You have got a fully
negotiable security that is worth a hundred and one to
four-thirty-eseconds. This security you are gnin% to
put out here in a coupon form, not available to he
banks, has got to fall some place between that twelve
thirty-seconds premium and that one hundred and one.

It seems to me that they ought to give less to the

form of the obligation which is the difference between
coupon apd registered than they do the restricted market
by leaving out the banks; so if you do that it a8 got
to bring it back closer to the '62-'67 period, That is
the only way I arrived at my '63-'68. did that last
night; I came to June '63-'68 last night in thinking
over the whole picture.

MR, ECCLES: I would go to December, if you go to
that.

MR. BELL: Thet is all right. This '65-'70 does
not make sense to me. It is a bear on the market.




MR. HAAS: It is an unimportant question, the effect
on the market. The open market operations being what
they are, if they have to buy a few - they need a lot
of securities, anyway. So I think we are arguing about
samething = I agree with Marriner - toss a coin.

MR. ECCLES: The '67-'72 is the market issue that
is available to the banks and is selling at a hundred and
one, now. That was the Pearl Harbor security that we
put out., Now that is selling at a hundred and one and
thie is available to the banks. It is the only two and
a half market issue, now, that is aveilable to them;
go the scarcity value of that thing is going to take
care of that security. I am not worrying about - even
if you put the 'EE-'?U out, I sm not worrying about the
effect of the ‘EE_'?D,nhidﬁ ies not available to the
banks, having any serious adverse effect on the other
issue. Do you agree with me on that, Henry?

MR, MURPHY: I think the outstanding issues bearing
more than a two percent coupon and aveilable to banks have
a tremendous reservoir, end not a leaking one, either,
of technical strength, because the bamnks that want a

ield higher than two sernunt have just got to buy them.
ere is only a limited supply of them.

MR. ECCLES: Therefore that is in a special category,
and we do not need to consider that in the same sense
that you would--

H.M.JR: If we get hard pressed, some day we can
sell another billion of those.

MR, BELL: Mr. Secretary, it is just a question of
how much weight you give to that new two and a half
coupon - because it Isn't golng to be available to the
banks. Which side of that line should it go on? (Indi-
cating chart) Here is your fully registered note
available to the banks: (indicating); here (indicating)
is your coupon and fully marketable. Everybody




can buy it. Now, this one is going to be limited only
in its markat;hliitf to banks. How much value to give
that, and which side of that line--

H.M.JR: Is this what they are worried about?

MR, BELL: Yes, right in between there, but, of
course, they say it has effect further down the market.

H.M.JR: You mean, if you make it '63-'68 that that
will have an effect on the '67-'727

MR, BELL: Yes, clear back down almost to the two's.
They think it might even have some effect on the two's.

MR. MURPHY: I do not place a great deal of weight
on the market effect, first because I feel that these
issues under two are a great gﬂtantial strength; and
second, because there wouldn't necessarily be any effect

on their market rrlua in any event. There might be scme

reater acquisitions by Federal, and I domot think
hose would be large.

MR. BELL: In either place--

H.M.JR: May I fuat put a little bit different
angle on this -l{alk ng more as a salesman? Which is
_ going to be the easiest to sell, I want to know?

—

MR. HAAS: Those people feel strongly about the
'62-168,

MR. BELL: The '63-'68.
H.M.JR: They are bankers, though.

MR. ECCLES: I know, but they are thinking of the
market - the salability.

H.M.JR: They have been talking to the insurance
fellows and the insurance fellows want '63-'G68.
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MR. ECCLES: They are the big market.

H.M.JR: And the question is which are you going to
be able to sell the most of. Isn't that what you are
interested in?

MR. ECCLES: Yes, sure, I am not worrying about the
market end of it.

MR. BUFFINGTON: I can't believe that it has much
effect on the market, and I can't believe that either
maturity mekes a lot of difference in peace time, Ag
a bond salesman, I would rather sell the '63-'68 be-
cause it is a little shorter nnturit{ and it sounds a
little better. I agree with Allen thet you are really
going to sell these by puttin% on patriotic and other
pressure. Therefore, I do not know as it makes a lot
of difference. If it were my decision- I have never
quite followed these fellows on the '65-'70 - why
they didn't think in terms of '63-'68.

MR. ECCLES: Allan felt that way when I talked to
him, but Bob and these market boys heve swung Allan over.

H.M.JR: I em shaky on New York becsause - I asked
him, I said, "Are you standing on your head or your feet -
beceuse you heve got me dizzy." He said, "I am on my
feet." This morning they were all out for a registered

bond.
MR, ECCLES: That wae the dealers.

MR. BELL: That was the dealers.

H.M.JR: They gave me this about Popeand all the

: rest.
MR. ECCLES: Thie is a dealer--
H.M.JR: If Rouse is influenced on thi g=--
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MR. BCCLES: The dealers have influenced Rouse.
The dealers and House work very close together in the
market and naturally they talk the same guage; and
Allan hae relied a good deal u%nn Bob because, after all,
he has got to manage the market - the open market account.
Bob has got to direct day-to- operation of it, and
so Allan has been influenced, without gquestion, on what
Bob has said - the influence that he thinks that the
'63-'68 would have on the market of uut:tlnﬁinf issues.
Thet is really what has happened. They are th nkinE
of it from the market standpoint, rather than from the
salability.

MR. BUFFINGTON: If you leave that market situation
out, there is no question in my mind but what I would
rather go out to sell a "63-'68 than I would a '65-'70.

MR. ECCLES: I think of it from this atnnd?uint:
we have had a shorter issue; we have had & '62-'67 -

true, it is registered. It seems to me that you have got
to give these people with registered securities the
opportunity, possibly, to convert them into coupon
securities. t is whaet you intended to do, isn't it?

MR. BELL: We don't think so, now.

MR. BUFFINGTON: I do not think the insurance people
care whether it is--

MR. ECCLES: There are a lot of others besides
insurance people.

H.M.JR: The outetanding ones - yes.

ME. BELL: We have been thinking tiis morning that
you should not meke any change in the outstanding ones,
at this time.

MR, MURPHY: I would like to have an opportunity to argue
that we should, when the case comes up.
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H.¥.JR: Do we have to discuss this this minute,
while we are trying to get the yearage?

MR, ECCLES: I think it has this influence.
MR, HAAS: It has some effect on this market.

MR, ECCLES: That is right. That is exactly the
Euint, that if you are gning to convert the registered
ssues into the coupon bond - permit the conversion -
then, of course, if you have a spread of '65-'70 there
ngu}ggfuﬁénas conversion than there would be if you make
i '68.

In other words, if you have got a '62-'67 registered,
and you say to the holders of thaf registered, "Well,
now, you can get a coupon bond, which is just one ear's
difference” - in fact, it is less than a year in those
that were issued six months ago - it is only a half a
year's difference - there would be more of them convert,
because it is almost the same maturity, than there
would be convert if you make it a '65-'70.

MR. BUFFINGTON: Sixty-five - '70%

MR. ECCLES: If the holder of a registered bond has
162-'87, and in order to get a coupon bond he has to
take three years or longer maturity, he would hang onto
the registered.

I do not know that it makes nn{fdiffarunnn, per=

sonally, whether they do convert. you want them to
convert,then make it short; if you do not want them to
convert,then make it '65-'70.

MR, BELL: I think you are talking about converting
the present outstanding into the new one coupon. We
were thinking of making the one outstanding a coupon.

H.M,JR: Get that, Marriner.
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MR, BELL: We were thinking about making the
present outstanding registered security a coupen.

MR. EEL‘I.ES; That is what I mean.

MR, MURPHY:, You are discussing permitting them to
convert the outstanding into the new one. The proposal
is to make the old one available in coupon form nnL.

MR. ECCLES: You have an argument for '63-'68 there.
If you are going to permit the ﬂut:tmﬂinE to be con-
verted into a coupon bond, then it seems to me that would
go to a premium.

MR. BELL: A greater premium than it is now.

MR. ECCLES: Well, if you make the new offering a
'65-'70, then it would go to a ltillsﬁrutw premium
than it would if you made it a '63-'08.

MR . BUFFINGTON: But that decision about the ex-
changeability of the '62-'67's is not going to be met
now, at this point, is it?

MR. MURPHY: Why not?

MR. BUFFINGTON: Isn't that going to affect your
market on selling? :

MR. MURPHY: It seems to me that it ought to help
it., If we permit the '62-'67's to be changed into a
coupon security they will naturally Eo to a premium,
and it seems to me that it is not a bad sales argument
that the people that bought the last issue did all
right. On the other hand, if we make the '62-'67's
exchangeable into the new security--

H.M.JR: That won't do. I won't make the '62-'67's
exchangeable into the new. That is out.

MR. BELL: That would be my recommendation.
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MR. ECCLES: I think that is better.

H.M.JR: Go ahead, Henry, about the '62-'67's. The
only thing I am willing to consider is, should the '62-'67's
have E?uhanﬂ to change from a registered to a coupon of
'62-'67.

MR, MURPHY: The original theory of making the
'62-"67 a registered bond was because that was necessary
to administer the restriction that they should not be
held by coomercial banks. It has now been decided that
the restriction can be effectively administered through
the bank examiners if they are coupon bonds.

Now, the registration is merely a source of annoy-
ance to the holders and a source of no gain to the
Treasury; it is, in fact, a source of amnoyance, if
anything, to the Treasury. It seems to me that there
is no reason why we should keep our bondholders snnoyed
to no good end. If they prefer a coupon bond, why not

let them have one? We have found & new means of ad-
ministering the restriction since the last offering.
So ﬂul‘j‘thfﬂg is in favor of giving them the right to

exchange to coupon form.

H.M.JR: But might not they exchange the '62-'67
into a coupon and sell it?

MR, MURPHY: If they--
H.M.JR: Quicker?

MR, MURFHY: If they want to now, they can sell them.
They are perfectly negotiable. There have been very few
of them sold.

HM.JR: What I am g.tting at is, wouldn't some of
this new market be buying the '62-'67 coupon as against--

MR. BUFFINGTON: That is right, because they are a
shorter maturity there if you go to '65-'70.

MR. ECCLES: If fuu put it to a slight premium it
would help the sale of the new bonds.




HM.JR: If I got a '62-'67 and I could make it
coupon = it is a more desirable bond than the '63-'68
coupon.

MR. BUFFINGTON: Or the '65-'70, yes.
H.M.JR: And it would nmot hurt the market.

MR, BUFFINGTON: I would think you would postpone
that, but I would want to think about it further. I
am just wondering if you go to '65-'70--

H.M.JR: Do you follow me?

MR. MURPHY: I follow you, but I do not agree with
you.

H.M.JR: Well, that is all right. I mean, we are
talking here in the room. These people that got the
bonds, why worry about them?

MR, BELL: Let them keep them for awhile.

MR. BUFFINGTON: Beyond this offering and then do
it.

MR, BELL: Henry is thinking if you take this
restriction off, the bonds will go up & few thirty-
seconds, and,naturally, that makes all the bondholders
that 2&vi got them feel good. That tones the whole
market.

: MR. BUFFINGTON: I do not believe the class of
people who have them now are as much interested - there
are only nine thousand of those people in each issue.

MR. BELL: What I have been thinking over this
morning and last night was just let the present bond-
holders alone that have got two and a half's '62-'67.
Let them have their registered and don't touch that
security.




H.M.JR: I think it unnun:usnrlli muddies the water.
I mean, we have got - the fellows will be thinkin

these uharEuhuntar: and begin to switch. Some quIu-
will say, "I do not want to buy this new tap issue; I
would rather buy a coupon '62-"67."

MR, ECCLES: He has to pay a premium.

MR. MURPHY: I do not think many of them want to
pay & premium.

H.M.JR: But why - you have got emough troubles
ﬁ: it 1; - why introduce & new factor which you do not
ve to

MR, MURPHY: It seems to me a new factor will help
sales.

H.M.JR: How about it?%

MR, BUFFINGTON: I would want to think about it.
The stronger that '62-'67 market is the better the new
securities.

H.M.JR: I wouldn't have to settle that, now. 1
do not have to settle it tomorrow in my publicity.
It could always be an added starter.

MR, BUFFINGTON: Except you may want to set your
meturity of this new issue based on what you are going
to do.

H.M.JR: All right. Let's say we leave the '62-"67"s
as they are - no change. Leave them registered. Come
on, you experts. :

MR. HAAS: I have no strong feeling, either way,
160-'70 or '65-'70, but same of the others may have some
strong feelings on it.

H.MJR: Make up your mind., Nobody in this room has
any strong feelings, I have leanings.
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MR, HAAS: Some of those other people advising you
have, and they have talked to the boys, so I weuld be
inelined to give them what they are niing for.

H.M!JR: What is that?
MR. HAAS: The '63-'68.

MR, MURPHY: I will not enlarge on the peint, but I
think we are missing a Tll'{ good bet in not putting in a
ten-year call period. It looks rich, having a 1960 call

eriod, and it would save a future Secretary money in the
uture.

MR. HAAS: I agree with that.
H.M.JR: I agree with you, but nobody likes it.

MR. MURPHY: They won't like it the first time,
ever, No one likes innovations, but there always has
to be a first time. Pardon me for bringing the point
up, but I just wanted to express my views.

HM.JR: I did not bring you in here to be a
dummy. (Laughter)

MR. MURPHY: For a second choice I have very little
between the "63-'68 and the '65-'70. It is alleged that
making the bond shorter will tend to weaken the other
market, 1.e., the market for fully eligible securities.
I do not think that the point is a very important one.
Naturally, punslu will say that it is easier to sell a
'62-1'67 or a '63-'68. That more or less follows. I
think a '65-'70 would constitute a much stronger posi-
tion. It is an even number, which I think is something
E’:.t is not to be disregarded in a campalgn of this

nd.

H.M.JR: Are you going in for num erology?

MR. MURPHY: Well, I have been intrigued by it in
"Winnie Winkle" of late, but I don't think-- (Laughter)
I don't kmow whether any others--
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H.M.JR: What is "Winnie Winkle"?

MR. MURPHY: She is in the funny ¥I ers. She has
been stuck by it. I hoped you wouldn' ve the same
experience. (Laughter)

My first choice, I think, would be the '65-'70, but--
HIHJJR-: .l.ll l"].@.t-

MR. MURPHY: But if there is a strong feeling that
that would be harder to sell, I would have very little
objection to the '63-'68, and would value very little
the point that it would disturb the rest of the market.

H.M.JR: Now, listen, I want you to give me a
preference.

MR, MURPHY: Sixty-five - '70.
H.M.JR: And you would--

MR. MURPHY: That is my second choice, as I have
explained before.

H.M.JR: Now that is irrespective of whether we
make the '62-'67 convertible?

MR. MURPHY: Irrua{anti?u, although my preference

is for immediate convertibility.

H.M.JR: George?

MR. HAAS: I take the '63-'68 because some of the
boys seem to feel very strongly toward it, and the basis
is that they want to sell as much as possible.

MR, ECCLES: I think my leaning is for the '63-'68,
if there is any leaning. I would like to talk to Allan
& minute on thet point., It seems to me that if you take
a '63-'68, now, you have, looking to the future, an




opportunity to increase that to '65-'70.

MR, HAAS: Sixty - '70%

MR. ECCLES: That is rifht whereas, if Eﬂu go te
'65-"'70, now, you cart drop it Enuk to '63-'68, and I
think there is also an advantage in lengthening it a
little and having the last issue at a little premium.
I think that looking at the future of finaneing, in

nffuring this tap issue again you may want to increase
it to 'GS.

MR. BELL: Like we did the two's.

MR. ECCLES: That is right - '65-'70 at some later
date, and 'if you do that now, then you are stuck with

a celling.

HM.JR: I agree with you, and there will be plenty
mors,

MR, HAAS: When the oecretary flfl the machine
oiled up he might try a ten-year call period. {Lnugtur}

H.M.JR: Have you got a crowd like I have?

MR. ECCLES: They are so much worse than yours
that there is no comparison.

MR. MURPHY: Ten-year call periods are out for the
duration, I would like to express that view.

H.M.JR: I would like to have somebody tell me -
I am not going to get in on that - somebody tell me what
the effect is if we did '68-'68. I lean toward '63-'G8.

(The Secretary left the conference temporarily.)

(The Secretary and Mr. Eccles held a telephone
conversation with Mr. Sproul and Mr. Rouse, as follows:)
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November 17,
223 p.a.

o

HMJ r: Operator. Hello.
Operstor: Bproul and Rousge.
HMJr: Hello.

e ————— W ]

Robert
Rousei Hello, Mr. Becretary.

Allsn
Sproul Hello.

HMJ 12 How do you do? After much confabblng and eo
forth and so on, we've decided the one-and-
three-guarter should be June forty-elght.

June forty-elght.
Yeah.
Yeah.

And on the long lssue, December elxty-three-
elxty-elght.

December sixty-three-sixty-elght.

Well, now walt - I don't know whether 1t'e
December. (Talke aside) Ie 1t? Did Bell say -
is 1t December?

Bell says, yes, December,

Yeah.
YTeah.

Well, there's only one thing I'd say we should
have in mind then on that, that is thet you can't
malntain g pattern of rates which drope down out
at the long end, but 1t's not juet & guestlon of
how much we buy but there'd heve to be same ad-
juetment in the llet to that lesue. I think
myself 1t's - 1t's all right to have adJustment
but we ought to have 1t in mind.




Well, frankly, I'm looklng at something which
ig the moet ealeable, and I think the slxty-
three-gilxty-elght ls the most szleable,

Yeah.

And if you fellowa got to buy a couple hundred
million dollars worth of bonds between now and
November 30, why I think it would be flne.

It what?

If you've got to buy & couple hundred million
dollare worth of bonde between now and November
30, I think 1t willl be fine.

Well, I think we'd be buying a couple hundred
million deollars worth in any case..

Right.

....but 1t's a question of heving to have eome
adjustment in the pattern in the rate pleture
in the market, no matter how much we buy, with
thle iesue.

Well, I - I aporeclate that.
Yeah.

But for the first time I'm not looking at the
market, I'm looking at what's the moet saleable.

Yeah.

And everybody agreese that this le the moet
saleable.

Well....

I think - I think you would too, woulén't you?

Oh, 1f you're - if you have to choose between
one or the other as to which 1s the moet sale-
able, there's no question about i1t. Thie 1e
the most =aleable issue. My queetlon would be
g8 to whether it would sell enough more to
justify the - the market disturbance. But that
you've declded.
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Well, we've spent a lot of time on 1%, and we're
out tc make a sales record.

Right.

And you're not worrled about eselling it, are you?

No, I'm not worried about 1it.

You're just worried about the market,

Well, I'm not even worried sbout that eo long ae
1t's understood that there'e going to be some ad-
justment there, and that 1t's not just & question
of how much we buy, because we'll have to buy in
any case.

Right.
Rizht.

Mow can I just glve you something to think over
during the night?

Yeah.

This is what I'm thinking of eaylng, and we'll be
working on this all day tomorrow with a hope that
we can get out a statement at ten-thirty Thureday.

Uh huh.
That'e & hope, seel
Yeah.

But my thought 1s something along this llne -
I've got all these publiclty people here tomorrow
to advise me.

Yeah.

And I'm golng to say that during the months of
December and January, the Tressury proposes to

sell twelve billion dollars worth of sgcurities,
approximately slxty per cent to non-banking

aources snd forty per cent to the banke; that on
December 3C - November 30 we will offer to the
public these geven-elght certificates, the one-and-
three-quarter bond, the I&X notes, the tap bond,

(eent.)




and the E, F, and G. Perlod, parsgraph. On
December ] we will offer to the banks two
gecurities, the seven-eighths certificates for
two billion dollars, one-and-thres-quarters
Tressury bond for two bllllon dollare, to be open
for four days.

Un huh.

It the public response Le greater than what 1
had counted on, subsegquent sales to the banks
+w111 be less.

Uh huh.

Now that is approximately what I've got in mind
subject to these sales advertising experts
telling me what ie the best way %o present 1t.

Yeah.

But I wanted you to think about it and then I1'a
1ikes to talk to you about 1% in the morning.

A1l right. We'll do that.

Now this isn't what the A.B.A. wanted and 1t
1sn't what Eooles wanted, but I ocannot face the
press, whenever I face thea, and not give them
% figure because they'rs going to say, "Well,
My, rgenthau, after nine years you ought to
know how much money you need in December and
January."

Well, I think you not only have to glve them a
figure but it's a good idea to give them a
figure.

Good. And - well, that - that's the ldea.
I- it's late. I don't expect you to ocomment
on 1t, but I would llke your comments in the
morning.

A1l right. We'll give them to you.

Thank you so muoh.

Thank you.




Thank you.
Goodnlght.
Goodnight.

Goodnlght.




e

MR. BELL: I would be in favor of just leaving
those alone.

MR. BUFFINGTON: It is a new element.

H.M.JR: Bell does not agree it would aggravate
it, but he agrees to leave it alone.

Did you have it at March or June?

MR. HAAS: We had a two-year call, Mr. Secretary.

HM.JR: Leaving that out, if it is to a fixed
ma turity--

MR. HAAS: I would take Junme.
MR. ECCLES: June,

MR. MURFHY: I would have a June. I would not
recommend it, but I think a June would go.

H.M.JR: You fellows say if it were going to be
fixed it would be June?

MR. MURPHY: That would be my reaction.
MR. HIFFINGTON: Yes.

H.M.JR: I think we had better make this
certifi cate June.

MR. BELL: TYou mean the bond.

MR. ECCLES: The one and three-quarters short
bond .

H.M.JR: Make it June '48.
MR. BELL: Yes.
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MR. ECCLES: That hits right in with the-long

note.

MR. BELL: The definite maturity date will make
it a little stronger, won't it?

H.M.JR: Yes, it always has.
MR, HAAS: It is sure to.

H.M.JR: We are not going with the regular
bond boys this time.

MR. ECCLES: "This time"? You talk as thou
you might have gone with them last time. (Laugh er)

HM.JR: Or last time. (Laughter)

MR. ECCLES: As a matter of fact, I have heard
more of them say that the decision on the two's
instead of the and a quarter was absolutely right.

MR. BELL: I tave had a lot of them come in to
see me, They agree with that.

MR. ECCLES: They absolutely say you would have
made a mistake if you had gotten the banks into
longer stuff.

(Mr. Browmn, Mr. Burgess, and Mr. Fleming entered
the conference.

H.M.JR: The thing is beginning to take a little
shape and form. We have had New York on the phone &
half a dogen times, and we have pretty well agreed
here as to the one and three-quarters, that it should
be June '48.

- MR. BURGESS: Fixed maturity, right; that is
ne .
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HM.JR: Does that strike you fellows all right?
MR. PROWN: TYes, sir.
MR. FLEMING: Fine.

H.M.JR: Marriner, you help me out if I do not
report this correctly. You talked to New York longer
than I did on this thing. New York wants a "85-170,
and the reason that they do is they say if you come
out with a December '63-'68 it will knock off the
. 156-158 and the "52-'54 - that intermediate group.
That is what they are worrying about. Is that their
chief worry?

MR. ECCLES: That is right, a market problem.
They also feel that a weakness in the market and a
lot of selling in that field would more than offset
advantage of the shorter two-year short maturity;
that whether it is "63-'68 or '65-'70 makes practically
no difference to the investor, in any case.

MR. BURGESS: They are all agreed on it?

MR. ECCLES: Yes. Allan and Bob feel pretty
strongly on that.

MR, FLEMING: Coupon, though?

H.M.JR: Yes, everybody is for a coupon.

MR. ECCLES: The point is if you are going to
put a coupon bond out, that coupon bond should be
spread out to the '65-70 in order to be priced in
line with the '87-'72's that are now out, and a great

of them are held outside of the banks. They feel
that there be a very substantial sale of those
'67-172"s bﬁuldurs wanting to take '63-'68's. They
think there still may be some, but less at the
165-170 than there would be if you made it '83-"68.
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These intermediate boms have pretty good
premiums on them, and there would be an inclination
of a lot of shifting in those.intermediate issues, in
order to take some of the premiums and take the
163-'68, They think there will still be some with
the '65-'70, but there will likely be less and the
market prn‘biam would be less disturbed. That is their
feeling from a market standpoint.

Onthe side of pattern, a security that would
readily sell, they think that, after all, this is a
pressure éub anyway, that it is a g:astiun of actually
meking a drive to sell, and that the lnsurance
companies would take the '65-'70 - the mutual savings
and other larpge investors, possibly - as Eulf.:kly as
they would the '63-'68. They feel there is not
enough difference in the market attractiveness of the
two to offset the bad effects that it would have upon
outstanding issues.

H.M.JR: That is New York. That is not what we
here amongst ourselves - everybody here in the room
was very undecided but leaned toward the '63-'68. Is
that right?

MR. ECCLES: Yes. We leaned for that because it
was felt that it might be a little better article to
sell, We were not thinking so much - Sproul would lean
to that if he did not have the market problem, I think.
It is the market problem that makes them feel as they
do.

MR. FLEMING: The insurance companies we talked
to all wanted - they did not want the reopening of
the tap. They did not want the same maturity. They
wanted a longer ome so it would not fall--

MR. BROWN: A longer maturity than the reopening
of the tap, because they had all the maturities of
the same date that they wanted. But they realized
that it would have to at least a year longer if a
coupon bond was issued, but they would like to keep

/
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it to as short a period bnggnﬂ the present '62-'67
as possible; and the '63-'68 was eighteen months
longer. I am clear that the closer you can keep it
to the tap the better sale it will meet. The effect
on the market I am in no position to judge.

H.M.JR: May I interrupt you? Close to the tap ~-
if you make it '64~'69 you are getting away from it.

M. BROWN: '64-'689 would be closer than '65-'70.

MR. BURGESS: That would be & compromise between
the two points of view.

H.ALJR: I would like to ask you gentlemen this.
I am not so worried about the market thin% because the
more securities the Fed has to buy the betfer I am
pleased. - (Laughter) ;

Did you three gentlemen, in talking to the
insurance companies, get the feeling that if it were
'65-'70 they would not buy?

MR. BURGESS: I pot that decidedly from the
Travellers., That is the only ome I got it from.

BROWN: I did not get it from the others. I
ression from the insurance companies I
alked to t they would buy the '65-'70 but they

would mach prefer a shorter issue. The Travellers

said definitely that they would not buy a '65-"70.

MR.
t the i

H.M.JR: There was one arpument advanced in
this room, for whatever it was warth, that if we
le n this thing by a year and a half we will sell
whatever we are g:fng to sell, two or three or four
billion dollers of that, then next time gu amother
year and a hal?. If we go to '65-'70 and come back,
that is not so good.

MR. BURGESS: No, if you go & year and a half
now you have still got the next one open; whereas if
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you take the whole jump you cannot use the in-between
period next time,

H.M.JR: And that had some weight with me.

MR. BURGESS: I think it is much more important to
make this issue attractive and sell it than-it is to
fuss around about an issue that is already selling but
at a substantial premium. The main thing is to sell
bonds.

H.M JR: Well, we have still the memory of E:uplu.
They can remember the Mellon three's; they certainly
can remember this last one, and it is still there, s0

I think we want to be just as sure as possible that
this is going to be good. I hope they don't call these
other things the Morgenthau something. (Laughter)

MR. BELL: The Morgenthau two's.
MR. ECCLES: There are a lot of them.

See what you think of this argument. You are

ing to have a week or ten days' notice before this
ﬁiing is opened, that the holders of these securities,
New York seems to think, are going to do some selling;
let them do the selling. I mean, let the market adjust.
Don't peg them right there, but just let the market
adjust during this thing; let those issues ldiuat in
line, we will say, with the '63-'68, if thft s what
you announce. If they think the '63-'68 will influence
the rest of this market, then let it do it; announce
that and let the market adjust in relatiom to it. TYou
heve got ten days.

MR. BELL: The market come up to the '63-'687
That is the way you said it. (Laughter)

MR. ECCLES: That is right, the price down and
the rate up to adjust to ﬁ;lﬂnt s what would

happen. Now, you have got ten days - let the market
an%lat. Th;n?ﬂu minute that the thing is opened for
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subseriptions it would have had all of its ad justment,
and these particular securities that have adjusted in
this interim Euriml could then show some stre and
the whole pattern would be fixed in line with the
163-168, 'That is what you would have.

It is not as though you were announcing this
tomorrow, and the next day you took subscriptions.
That would be another matter. But you have got tem
days in which to adjust, which makes this mar et
problem very mach less serious, Mr. Secretary, than
I think otherwise would be the case.

H.M.JR: Well, it is one of these things. After
all, I told Burgess that some time Thursday or Friday
we are going to amnnounce it, and we want to keep this
thing secret until Thursday or Friday. But the way we
are going mow I ought to'be able to announce it
Thur sday. The market will have more time to ad just
itself than it has ever had before since I have been
here. 1 may be m--:m%, but I think-there is less
trading in Government securities than there used to be.

MR, FLEMING: That is right.
H.M.JR: We had one case here a month or 80 &g0

of a bank. We sent a man over there to see him, and
gince then he has been good, hasn't he?

MR. BUFFINGTCN: TYes.

H.M.JR: But they are not doing that so mich any
more.

MR. FLEMING: I don't think so at all.
H.M.JR: 1In the first place, there is no profit.

MR. FLEMING: This switching im and out = there
{s very little of that.
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H.M.JR: Fine. After you have heard this, do
you change your mind?

‘MR. BROWN: Still '63-'68, as far as I am
concerned,

MR. FLEMING: I check on that.
MR. BURGESS: TYes.

H.OLJR: What do you think?
MR. ECCLES: As I told you--

HM.JR: What do you call it - they do not pass
the bueck, tut they stand pat. They stand pat. (Laughter)

MR. ECCLES: Well, Randolph Inows the market thing
just as well as anybody else. I mean he handled that
for a month of Sundays.

H.M.JR: He did & good job at it, too.

MR. BURGESS: If it is a choice between thinki
about making this issue go and wondering whether maybe
this issue will affect some of the other outstanding
issues, I would choose the first: Make it an issue that
will go for sure.

H.M.JR: That is the whole thing. This issue
should go and go well.

MR, ECCLES: Let the market adjust.

MR. FLEMING: You have done that on the one and
three-quarters.

H.OM.JR: TYes. |
MR. BURGESS: That '67-'72 is the one ﬁu put out

before Pearl Harbor; you expected it to go below par.
Now it has held up magnificently.
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MR. ECCLES: A hundred and one - a big premium.

MR, FLEMING: That is the only two and a half
they can hay.

. MR. BROWN: No possibility of its going below par.
MR. BELL: It has a pgood market because those
banks out in the country who want a two and a half
have to buy that.

H.M.JR: I think December '63-'68,

MR. ECCLES: As you know, I leaned that way.

H.M.JR: Bell said he wrote me a memorandum on
it. I want tn’fet that straight. I did not get the
memo, but he said he wrote it.

MR. BELL: 'That is the way I feel.  Mine was
June '63-'68, but the December does not worry me.

H.M.JR: I am not going to ask these fellows
because they want something quite different (indicating
Hlilr : and Haas). They want '60-'70. And they are
r .

MR, HAAS: We are patient. (Laughter)

H.M.JR: Would you mind, for Eccles' benefit,
telling him how you feel about this announcement?
I ‘luu,lg like to get it direct from you.

MR. BROWN: We feel very strongly, Marriner, that
the thing to do in the initial announcement is to tell
the whole program, to say that the seven-eighths and
the one and three-quarters and the two and a half's
are going to be open to the public on December 7. We
thinﬁoit ought to be f our dn{: which means from the
7th through the 10th; two billion dollars of the
seven-eighths and two billion dollars of the one and
three-quarters will be open for bank subscription, with

the limit on bank subscriptions of that total amount.
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We think that snnounecing it in advance gives time
for a certain amount of educational work and moral
persuasion to be exercised on the banks in order to
get them - not to take gquotas but to make them
realize that all the b in the #ﬂ'l:mtlLllﬂ got,
in the first instance, to subscribe to these issues;
that they cannot be allowed to fail, These prices
are attractive; I do not think there 1s going to be
any trouble about the bank subscriptioms.

We do not feel that any quotas should be announced
as to the amount which is expected to be obtained from
the public. We realize the great advantage of the

uota because you can take a quota and {nu oan break

t up by States and break it 1‘ counties and by
cities. But in this case you have an organization which
has not been tried. You have a variety of merchandise
that you don't lmow just how the publioc is going to
react tu.! iuu are uncertain of the public's feeling,
which I with these victories of the last few

days is going to be better than it was. But you have
a great wcertainty.

Now, if you ammounce a quota you have to amnounce
a quota which is so low that you are certain fo get
it, which means you have to announce a ;uutn that is

below what you gru‘hlblr will f‘t' f you announce
a low quota, once it is realized it is just humen
nature for these Vietory Fund Committees and bomnd
dealers and banks, and everybody else, to feel that
their work is done and they are going to s top.

If announce & hi uota, you will run the
risk that you may not rnﬁ t. In view of the
uncertainties of the situation you simply can't
afford, because of the oredit and morale of the
country, to run that risk..

Therefores, we three feel very stromgly - and it
was the judgment of the whole ABA committee when it
was here last week - that no over-all quota, or mo




e B

quota of what was expected to be raised from the
public, should be announced.

That is a fair statement of our position,
fsn't 1t?

MR. FLEMIKG: TYes.

MR. ECCLES: Ned, has it occurred to you - of
cour se you are announcing a quota for the banks--

H.M.JR: It is a fixed sum. It is not a quota.

MR. ECCLES: I mean it is & quota out of the
total you need. For instance, you have got to let
the public know, haven't you, or have you - I don't
know - that you do not ect another drive before
February. I understood that that was the thought.

H.M.JR: If everything goes well.

MR. BROWN: I don't think you are going to
make announcement that there is not going to
be another public offering of any kind before
February. I did not understand from Danny that it
Eﬂ.s u?intamplatud that any such announcement would

e made,

MR. BELL: We have not made any such announce-
ment.

MR. BROWN: He felt reasonably confident that
if the minimum expectations of the Victory Fund
Committee were realized it would not be necessary
to sell ugﬂﬂn except on the increasing of the
issue of the 'biflu.

H.M.JR: The point you are making is if the
Victory Fund Committee does what we hope they will do
and the public responds, then it will not be necessary
to go to them again until after February l.
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MR. BROWN: Yes, but no announcement would be
made at this time to that effect.

MR. ECCLES: Of course that is almost the reverse
of what we all feel about it. I talked to Sproul
today about the picture, and he and all of us over at
the Board feel that if you anmounce :ﬁauiﬂnﬂly that
you want the banks to take so much, when we have said
we want to use the benks as a last recourse, and
place all we can with the public, that is exactly the
Egpnnita to what should be done from the stam’lgnint of

e right kind of public psychology. We feel

. 0
to the banks and say, "We want you to take four hﬁ.linn

dollars irrespective of how much you sell to the
public in this picture" is sort of going contrary to
the whole philosophy and discussion of avoiding the
use of the banks except as it be necessary,
recognizing, of course, that it is necessary to use
the banks & very substantial emount.

- But instead of saying we will get four billion
from the banks and then what we can get from the
public, 'the point is to say we will get all we can
get from the public on this drive, and then we would
use the banks for what additional amount is required.

It is just nnmgletul reversed.. Of course we

could argue that in

MR. BROWN: I don't went t e it, Marriner.
I wuld only that it seems to me that it 1s
apparent to anybody that if the banks take four
bfglinn and if the public takes a large amount, then
the time in which it will be necessary to go back to
the banks will be longer if the public responds to a
lot than it would be if they fall down in their issue.

efinitely, and you may be right.

I think the bmks of the country realize that and
will be made to realize it evem more., So I do not
think there is mch to that srgument. But it is
one of those things you can argue for hours. After
you have stated your conflicting opinions, I do not
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think it adds much to the Secretary's understanding -
trying to argue it.

HM.JR: I wanted Eccles to hear it.

Now, tomorrow I have these national sales managers
and three different advertising agencies coming down
here. I am goinpg to put this before them.

MR. FLEMING: I think they will all want a quota.
HLJR: I don't know,

: MR. BURGESS: I think another time, after we have
had this first drive, you woud be in a better position
to have a quota.

H.M.JR: I am not going to settle anything on
this tonight. I am getting the best advertising and
sales brains that I can lay my hands on to be here
for a day or two to help me on this very question.

I do not know how they will react.

MR. FLEMING: How do you feel, Marriner, on the
amount of the two and a half's that canbe sold to
individuals = the public - laying aside insurance
comparies? That figure is goilng to be somewhere around
eight hundred million.

MR. ECCLES: I would figure a billion and a half as
a minimum. I think we uu%t to get two and a half
billion, ecoupon issue, of the two and a half's. Two-
and a half billion is what I have said would go on

that thing.

MR. FLEMING: I am trying to weigh the benefit -
sales benefit of a quota as against the danger of
setting your quota too low.

MR. ECCLES: What I said is this. You need twelve
billion in December and January. Let the country know
that that is what is necessary. You know definitely

/
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that there is four billion you are going to get
through War Savings, through the sale of Trea

bills, and through the tax notes that will be so

in January, so that then you have to have a billion
dollars. Say that you are %ning to need eight billion
dollars, say that you expect to get during the month
of December - I don't care how long you leave it -

say we are going to get all we can from the publie.

It is true a financing of this size is poing to
require a lot of bank financing. Leave that door
wide open so that you can come inte the banks and

et two or three or four or five, whatever is called
or. That was my thought.

MR. FLEMING: Your thought is a little bit different
from the quota on this particular offering.

MR. ECCLES: I did not have a quota in mind for
the public. My idea is not a question of a gquota.
I have been possibly misunderstood on that. My idea
was merely to tell the public the needs for December
and Jamary so that they have an idea of the terrific
size of this job to be done. Put the thing in proper

perspective,

If you say that we are spending so much a day
and that for these two months we have to have not less
than twelve billion dollars, and you know where
approximately four of it is going to come from,
Ngathur you have a drive or not - it does not make any
di fference. You have that; that is just automatically,
more or less, coming in. But it does leave eight
billion dollars that you have to get in December and
January from some sowce, and that means from the

blic and the banks by special drives. Instead of

ving two drives you say we are going to try to get
about eight billion dollars at this peried, and then
use bills or certificates in January. But at least
give them an idea of what you need and let them know




at the time that you want to get all that you cm get
from the public. You are going to have-a drive that
is going to be open for two weeks, or three weeks,
or-a whole month, if you want to. Leave the thing open
as long as you want, and simply say that in connection
with that drive we u:l:pant that the banks are iug
they are going to have to také a var'{ substan

amount of this finanai% but we want to get a.ll we
can from the publie, en leave it open so you can
ask the bn.nlr.s for four billion, but don't fix any
amount for either of them at this time uxu:ft let

the public know what you want in the over-all picture.

MR. FLEMING: When you are talking about the
over-all picture you are talking about more than
the particular offerings that the Secretary is pgetting
ready to announce., You are talking about more
Treasury bills, and you are talking a bout more tax
notes, too.

MR. ECCLES: No, I am talking about four things
available in the drive: the mme and three-quarters,
the two and a half, the certificates, and the fax
notes. Now, those are the four issues.

MR. BURGESS: The F and G's.

MR. ECCLES: They are not %ﬂi to be emphasized.

It was not the idea to put the ¥ and G's out front
in this thing. The idea was to have these four issues.

MR, BROWN: You will sell a hell of a lot of
G's.

MR. ECCLES: To sell F and G's, but to put the
drive on those four. As I understood it, Henry, you
did not want to give a lot of publicity to this F
and G thing.

H.M.JR: No. Of course I think I am sort of in-
between. The way the thing stacks up and the way I
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would like to see it, is something like this. For the
month of December and January the Treasury has to raise
twelve billion dollars, and we are planning to get
sixty percent of it from non-banking sources “Ea

about forty percent of it from the banks. I think it
sounds good.

MR. FLEMING: No danger in that.

H.M.JR: And then go ahead and announce the
program of what we propose to do on November 30 and
December 7.

MR. ECCLES: Then if you only have to get
thirty-three from the banks, so much the better.

MR. BROWN: I think you have to announce the
four billion dollars from the banks definitely, because
1 think if we are poing to give - if a bank comes
to you and says, "How much do you think I ought to
subseribe to of this issue?" and you say, "You have
%ﬂt ten million dollars of assets and deposits, and
ere is seventy billion in the banks of the ecountry,

80 {uu ought to take one seven-hundredths of the
whole issue.”

H.M JR: What I was going to say, which I think
would satisfy Marriner, was this. If, for instance,
we say that on December 7 we are gning to ask the
banks to subscribe to four billion dollars, then if
the public takes more than we expect subsegguent
borrowings from the banks would be less.

MR. BURGESS: Subsequent, yes.

MR. FIEMING: That is good.

MR. BURGESS: That is good.

H.M.JR: We will just have to ask the bamks -

"Gentlemen, I am now giving you the program for the
whole month of December, so everybody can go to work
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and see what they can get."
MR. ECCLES: And January.
H.M.JR: December and January.

MR. ECCLES: Allan Sproul made this point. Let
me mention it. '

H.M.JR: That is the way I felt. I can see a
half a dozen or & dogen press men here, and they will
never go out of this room until they say, "Well, Mr.
Morgenthau, you,as Secret of the Treasury, have to
know how mm nunug you need for December and Jamuary.
Don't tell us you don't know, and the public is
entitled to know it."

MR. FLEMING: The way you described it, it takes
away any fears I have of {ht quota.

HM.JR: I have no quota, I will say it again,
We need twelve billion dollars from now through December
and January, and the plans call for getting about
sixty percent from the gu‘blie and forty percent from
the banks, If the public responds more handsome
than we expected, then subsequent borrowing from the
banks will be less.

MR. BROWN: That is all rif]];ut grnﬂ&eﬂ you

announce the four billion from anks as a

definite smount at this time.

H.M.JR: 'Ten I would go on and say that on
November 30 through the Vietory Fund that will be
opened for sale to non-banking sources, the seven-
eighths and the one and three-quarters percent bond,
the tax notes, the two and & half percent tap, and
series E, F and G, On December 7 we will sell four
billion dollars' worth of securities to the banks;
it will be open for four days.
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MR. ECCLES: That is for the banks only. The
pame securities will be available for sevendays to
the publie.

H.M.JR: The others will be open not seven days.
‘They will be open through the month of December.

MR. ECCLES: Let me ask you this. Do you mean
that on December 1 you would open up the one and
three-quarters? :

: H.M.JR: The seven-eiphths, the two and a half,
everything.

MR. ECCLES: But you would not take any bank
subscriptions? '

H.H.J‘R; Not until December 7, then take it
for four days.

MR. BELL: Not more than two billion om each
of the two.

MR. ECCLES: Allan Sproul suggested this idea,
that for the month of December, taking the whole
month, you would expect to get in the month of
December about ten billion dollars of this twelve, and
that you don't need the drive in January. TYou would

et about two in January from the bills, anyway, and
rom the sale of War Savings seocurities, automatically.
That would just be coming to give you the twelve -
those two. So in the month of December, that would
include, then, the War Savings drive for E, F and
G for the month, include the drive for all these
other securities, tax notes and all. You would then
say you would ugm up the drive by amnouncing that
you would permit the banks to take the one and three-
Eﬁrtur ercent bond. I mean, that is available to
e b ; later in the month you would make avail-
able to the banks the certificate issue.




In other words, you would then get from the
banks on the certificate issue any amount that was
necessary, whether it was two billion or one billioen,
or whatever it was. In other words, his idea for
having the banks come in immediately on the one and
three-quarters was that practically the entire market
on the one and three-guarters was with the banks,
and therefore the day you opened the issue let the
banks come in on the one three-quarters for a
period of, say, a week.

H.M.JR: T heve told these fellows all this.
MR. ECCLES: They are very polite. (Laughter)

H.M.JR: If they don't like it, they can speak
for themselves. !

MR. FLEMING: We thought the bank issue ought to

be open the same date, but payment dates on di fferent
dates.,

H.M.JR: Incidentally, they said that payment for
these bank issues would be December 17 and December 26.

let me come back - before Brown leaves, what do
you think of this suggestion that I have, the way I am
putting the twelve billion dollars for December and
Jamuary, sixty percent from the public and forty
ercent from the bmks; and go ahead and do the things
Eua‘t the way I said, and then tell them the whole
usiness on Thursday or Friday.

MR. BROWN: I do not see why you say six
percent from the banks and - sixty from the fu lic
and forty percent from the benks., I would simply
say that you are lnn.'nin% to offer four billion
dﬂlu:-a of these En the banks and that the additional
amount of bills which will be offered to the bmks
will produce an additional amount of so many millions
more,
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" H.M.JR: The reason I have got to do it, Mr.
Brown, is that the press will not be satisfied
unless I name an over=-all.

MR. BROWN: All right, name an over-all. Now,
you say that to the extent that the public tdes
this twelve billion, the future calls on the banks
will be less. I do not see much objection to that
WY .

HLJR: 1T have got to give them a figure. I
can't meet the pressand not give them a figure.

MR. FLEMING: You have to tie it for the months
of December and January, I think.

H.M.JR: That is right, and these advertising
men will never be satisfied. They have said to me
already, "Mr. Mor thmiii'uu ha ve %ut to tell us

what the size of the selling projeet is. TYou have
got to give us a figure, so we will know how much
we are selling.”

MR. ECCLES: I think for the Victory Fund
Committees to do th& job in the field, not from the
standpoint of publicity but from the standpoint of
putting pressure on them - I think we havp got to
sit down here and say that we expect them to get
about so much of this so that we won't have one of
these districts, or two of them, falling down. I
do not mean & quota from the standpoint of publicity,
but I think privately we have got to sit down and tell
each of these districts what they have got to do,

H.M.JR: I told Allan Sproul I expected between
thirty and forty percent out of New York.

MR. ECCLES: You have got to tell these other
boys, though.
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H.¥.JR: Then some of these bank presidents -
one or two - I am worried about.

MR. ECCLES: So am I.

H.M.JR: Let me ag this. It has been very
hgl}&:ful having you gen

emen here in making up my

min After we gat this thing out in the press, which
will be Thursday or Friday, then I take it the ABA
will go to work with this committee and will be in
contact with us, and so forth., Will there be another
group that will be working on that? Who will be here
Thursday and Friday from the ABA?

MR. BROWN: That will necessarily have to be
the permanent staff and officers of the ABA.

H-E-JR: mll Etﬂl'liﬂr——

MR. BUFFINGICIi: They are ﬁning to be here on
Thursday and Friday of this week.

H.M.JR: Let's have Stonier here, with your.
publicity grow? Couldn't they be here Thursday
and Friday?

MR. FLEMING: We can get in touch with them
tomorrow morning.

MR. BURGESS: I hope to see them tomorrow
morning.

. HOM.JR: I think they ought to be here Thursday
and Fridgy .

MR. BELL: y are going to work nith Dr.
Burgess® wmitteﬂ - the Economie Policy Committee -
on this.

H.M.JR: Don't you think they ought to be here?
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MR. BUFFINGTON: The fwelve Federal publicity

men are coming in. Mr. Drew agreed it would be
helpful for him to have their views. He sald he

would be here Thursday and Friday, but in any event
Friday.

HM.JR: Who is Drew?

MR. BUFFINGTCN: He is one of the staff men of
the ABA.

MR. BURGESS: The publicity man.

MR. BUFFINGTON: He is the man we have been
having all our discussions on publieity with.

HOLJR: All right.
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secretary of the Treasury Morgehthau today announced further details of
the Government securities to be effered on Monday, Nevember 30.

e securities to be offered will consist of a 2-1/2 percemt bond, a
1-3/4 percent bond, and a 7/8 percent certificate of indebtedness. Each of
the bonds will be issued in both coupon and registered forms. The certifi-
cates will be issued in coupon ferm onmly. Commereial banks (which are
ddmdfnrthilwuhnhummmn}ﬂumh
permitted to hold the 2-1/2 percemt bonds until ten years after issus date.
There will be no limitation on the ewvmership of the other securities.

A1l three securitiss will be dated Tussday, Decesber 1, and will bear
interest from that date, Accrusd interest will be charged om all subserip-
tinunrmnhpu—titlmmmﬂrulmm-
tary is received later than December 1.

Iﬂ:rnn.hmuﬂlthrndthmmm-ﬂlh

*
Mmm,m:n,hrﬂlﬂmdnhnﬂhnmqtm-

—mm.mmmm-mm-&ummmnm

mrnrm#ﬂmhr_rﬂlhﬂ-dﬂh“um
and Tussday, December 7 and 8, for the 1=-3/i percent bonds; and on Thurs-
day and Friday, December 17 and 18, for the 7/8 percent certificates.
Sales of these securities to commereial banks will be limited te §2 bil-
lions, or thersabouts, fer each issus; ind commercial bank subscriptions
will be subject to allotment.

Any bank or trust company qualified to bold War Loan depesits will
be permitted to make payment by eredit for securities subscribed for its
m-mntutntinm:puwmnrmhnim
be qualified in excess of existing deposits.
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mﬂmHMMthnﬂlmtnﬂpmwmhm
a wide public plrtiuipltiﬂnlnthlmllﬂnﬂtin. The Committess will also
during the same period further the sale of tax notes and Series F and G
uwmum'mmhnmnwmmmmw
these securities (which are on comtimuous sale) than by the new sscurities.

Commercial banks will take am active part in the campaign both by
urging their customers to subseribe to the fullest extsmt, as well as by
their own subseriptiens.

" fhe Secretary also announced that, in line with the new financing
progiam, the 2-1/2 percent bonds of 1962-67 offered last May and August,
which have hitherto been issued enly in registered form, will, commencing
on Jamuary 1, 19;3,hmummmmrmnmmmum
holders, The restriction limiting the helding of such bonds before 1352
to eothers than commercisl banks will continue in effect, however,
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE November 17
1942

TO

FROM

Subjeot! Dates for Proposed
New 1-3/4 Percent and 2-1/2 Percent Bondas

The following are suggested as the most desirable matu-
rities and optional oall dastes for the proposed new seourities:

1-3/4 percent bond
September 15, 194T=lg
g=1/2 percent bond

First choice December 15, 1960=70
Seocond cholce December 15, 1965=70

In our opinion the fixing of the exact maturities and ocall
datea of the proposed issues =- as long as the dates chosen are
in reasonable conformity with the "pattern of rates® -=- will -
have 1ittle effect on the sucoess or fallure of the igssues.
Sucoess or fallure will depend upon the sales effort put forth.

In gesting the matyrities and call dates llasted above
we have hsd in mind two primary oriteria! (1) that they should
present the maximum of reasl advantage to the Treasury, and (2)
that the lssues should be priced generously by market standardas.
These oriterlia may be more fully explalned as follows:

(1) Value of optional call periods. All of the issues
suggested above contaln optlional E%II periods. In the ocase of
the 2-1/2 percent bond the optional call period suggested as a
firet choloe 18 10 yearas.

Opticnal ocall periods sre of great value to the Treasury,
a value which remains long after the other oclrcumstances
attending the financing are forgotten. Compare a 5=7 year
1= percent bond with a 6=year fixed maturity bond, for
example. Unless the interest rate on short=term money ls
ﬁ%&ﬂﬁl%bl‘ percent 5 to 7 years hence, the Treasury 1a
un gain by the optional oall perlod, since 1f rates




152

Seocretary Morgenthau - 2

are lower than 1-3/4 percent it can call the bond at the end
of § years, whereas 1f they are higher than 1-3f4 percent 1t
gan let the bond run to maturity. Even 1f rateas are exactly
1-3/4 percent the Treasury does not lose.

Long call periods are of particular value to the Treasury.
A pertinent case at the present time 1g that of the 4-1/41g
of 1947-52. These bonds, now outstanding in the amount of
$759 millions, were issued 1ln October 1322 with a 5~year
call period. A 1l0-year call period might have been as easily
inserted =—— and in fact was in the two succeeding lssues of
long-term Treasury bonds. If a 10-year call period had been
used in the U=1/L1g the bonds could have been refunded last
month into taxable 2's of approximately the same flnal matu-
rity and the Treasury would save $55 milllons in interest
during the next 5 years as well as converting the bonds from
partially tax-exempt to taxable status.

(2) Liberality of pricing. Our choice for the 1-3/k
percent bond and Doth cholces Ecr the 2-1/2 percent bond are
cut slightly on the generous glide compared with the so=called
"pattern of rates".

In the October financing the Treasury was accused of
pricing ite issucs in such a manner as "to skin a louse for
itg hide snd tallow®. Such pricing is necessary, under present
conditione, when securities are offered for which the interest
rate and desoription are already fixed in the "pattern of
rateg", It is necessary, for example, in oricing a 1-1/2 per-
cent note or a 2 percent bond, In establishing the description
of & new security like a 1-3/4 percent bond or a coupon p=1/2
percent bond the Treasury hes & small amount of latitude,
however, and we feel that this latltude should be exerclsed in
the directlon of generoslty.

There is some pressure for a fixed maturlty 1-3/4 percent
bond or even for a 5-year 1-3/l percent note. One and three-
quarters percent is a lower rate than has ever been placed on
a Treasury bond before. There 18 also some grumbling about a
10-year call perlod for the 2-1/2 percent bond —— although 1%
1s also contended that 1960-70 would be "too rich". These
two clrcumstances, however, would seem To strengthen the case
for a liberal priocing.

It has been contended that a 1960-70 bond would affect
outstanding issues adversely. We would glve this argument
1ittle weight. The long end of the market has & reserve of
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potential strength now that the banks must rely entlrely

on the purchase of outstanding issues 1n order to seocure
yields in excess of 2 percent. If any selling of outstand-
ing issues should develop, however, 1t would result not in

a decline in prices but in an inorease in the Federal Reserve
portfolio.




MR. C. S. YOUNG
PRESIDENT FEDERAL RESERVE BANK

CHICAGO ILLINOIS NOVEMBER 17, 1942

I SHALL KOT BE CALLING YOU AGAIN TEIS EVENING
HENRY MORGENTHAU JR.
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GFFICE OF
THE PRESIDENT

November 16, 1942

Perscnal

Honorable Henry Morgenthau, Jr.,
Secretary of the Tremsury,
Washington, D. C.

My dear Mr. Secratary:

is I told you over the phone today, I pald a little
attention to the Time Magazine article in a speech to the
Missouri Press Saturday night. Here is the marked copy.

Yours very truly,

it Berss

Chester C,. Davis,
Prasident,
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THE WAR, THE PRESS, AND THE PUBLIC DEBT

hddress .

BY

Chaster C. Davis

President, Federal Reserve Bank of 8t. Louis

Enfﬁra tha Téth Annual ﬂunvuntinn of the
Hissouri Press Association

Hotel Jefferson, St. Louls, MHissouri
Saturday evening, November 14, 1942




THE WAR, THE PRESS, AND THE PUBLIC DEBT

You are nearing the end of & long and serious session. You have
earned the right to be entertained and amused. I wish from the bottom of my
heart that conditions in the world and in our own country set an appropriate
background for fun and galety as you conclude your Seventy-sixth Session, but
svents of world-shaking importance have been unfolding ewvery hour of your meet-
ings. Issues of utmost gravity impose now responsibilities on the press of
Missouri sand the United States. You are concerned over what is shead of nows-
paper publishers as business men; even more 8o over how a free press can best

serve a challenged Amerioca.

When I was working on the fringes of the newspaper business, it seemed
to me that everyone I met started out his talk to me with the words "you ought
to ==", If men in high military office think there are too many armchair
strategiststelling them how to plan and carry out a campaign, or if men in high
political office complain about critics wheo tell them how jobs should be done,
they ought to try running a newspaper for awhile. Everybody knows how a news-
paper ought to be run; nearly everyone is articulate about it. I eatch myselfl
doing it too. I can think of lots of things I would 1ike to say to the 5t.
Louis newspapers about the way they handle or don't handle their financial
news. 1 still think the announcement of a four billion dollar Treasury lssue

to be sold to the Country in two days is worth more than a stick-and-a-halfl

back among the want ads.

I turn reluctantly from that tempting field, however, to make a {ow

observations sbout your place in & nation whose very existence is at stake in a
desperate war, The conversion of the United States from pemce has many impli-

sations and consequences for its newspapers. Strictly on the business side, as
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reprosentatives of an eighty million dollar industry in Missouri, the newspaper
publishers have marmy serious problems. They are a vital part of the sales
system of our economy. It doesn't require an economist or a business :ﬁll;lt {
to see what is in store for all partu-nf a sales organization when two-thirds

of & nation's production is taken for war, leaving only one-third rationed to

There is no other business that is more thoroughly decentralized than ga

the newspaper publishing business. Talk about small business, independent

the needs of the civilian population. i

business! No industry fits the term more accurately. The newspaper plant is a
manufacturing enterprise. War hes brought you many of the operating problems :
of other manufecturers - materials, labor, priorities, deliveries, repairs.

Under these operating complications you still earry on the work that cements in

unity a vigorous, vital, and free people.

What an enormous number of great blessings we take for granted in
this country! It is natural for us to gripe about irritating censorship, ocol-
ored and over-numerous handouts, suppressed and delayed news. But in this
country if men of the press don't like the way thinga are hendled or the men
who are handling them, they can say 50 and still have an office to come back to
the next day, a life to live free from the shadow of the Gestapo, concentration .j
eamp, or firing squad. If you went to get o gripping plecture of what your prn-‘
fession is like under the dead hand of Nazi Germany, read Howard Smith's "Last

Train from Berlin".

If Branch Rickey had been here tonight, you would have expected him
to devote at least a part of his talk to his specialties - young men and base-
ball. He would nmot have disappointed you. A speaker ought to concentrate on

the subject he is supposed to know something sbout. This war has many fronts.
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While I have you here in one room, I want to talk about the war on the {'inan-

oial front. Its scheer dimension and scope make it news.

We are proud of the job this mation's industry and labor are doing in
making machines and materials for war. In the Federal Reserve System we have a
sonvenient index which we call the index of industrial production. It is based
o the volume of production in the years 1935-39 as 100, It measures the output

at factories and mines.

One year ago, this volume of production index stood at 1685, that 1is,
we had increased the volume of ow industrial production by 65 per cent over
1935-39. About one-half of that production went for war. Last month, this in-
dex passed 185. Of that volume, 100 points in the index represented Pruéuntiun

for war; 85 polnts ﬁnly were for civilian, non-war uses.

By June, 1943, it is estimated that our production will have reached

210 per cent of the 1935-39 level. Of those 210 points, 140 will be for war and

only 70 for eivilian life at home. In other words, two-thirds of our notional ’

effort will go to make possible the tremendous war effort of this country and
of our allies in the United Hhtiﬂn!:’::ly one=third will be available for the
home front. This means, of course, an absolute reduction in the physical
quantity of goods for civilisn use. It means that we who have been talking so
much about willingness to sacrifico and to do without are going to get the op-
portunity to do a little of it; not much compared with what other people are

doing, but still more than we have been ocalled upon to deliver heretofore.

The sost of this war production during the fiscal year which ends
June 30 next will average a billion and & half o week. Seventy-eight billicns

will be spent for war from last July to next June. Including Federal non-war




expense, the year's total will exceed Eighty-four billion, or Seven blllion for

each month.

The Government has two means of raising this money - taxation and
borrowing. After we have raised all the revenue that the Federal taxes will
yield, we will still have to borrow at the rate of Sixty billion a year, or Five

billion esch month.

Let me by two comparisons illustrate the size of this financing job.
During five short months we will raise in this country, by borrowing, mﬁr& than
the nation borrowed to finance its part in World War I. The Government borrowed
slightly over $24 billion in 1917, 19818, and 1919, That sum would not [inance

the cost of the present war on the present scale for four months.

In the war against depression from 1933 to 1938, the Federal Govern-
ment borrowed less than $21 billion. Three months and & half of war at the

present rate swallows up that sum.

Borrowing for the war means that the publioc debt of the United States
will continue to grow. Today the total is approaching §100,000,000,000., To
forecast its future course reguires many "ifs" and assumptions. If the war
lasts through 1944 snd if revenues from taxation are no greater than we now have
reason to expect, we will go out of 1544 with a public debt in excess of
-lﬂﬂﬂ.ﬂﬂﬁ.ﬂﬂﬂ.ﬂﬂﬂ. This debt will be represented by Government bonds, notes,
cartificates and bills held by individuals, cnrpﬂfatinnu, insurance companies,

and cormercial and savings banks,

Government borrowing cen be divided roughly into two oategories.
First and most desireble is the borrowing from individuals and gcorporations

other than commercisl banks. When investors in this class buy Government
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gsecurities, they are investing part of their current income or their savings.
In other words, they are putting at the Govermment's disposal money that has
already been created. Borrowing in the second category, i.e., from the commer-
sial banks, is consliderably different in its nature. When a commercial bank
lends to the Govermment by paying for Government bonds with deposit credit, an

equivalent sum is added to the total quantity of money in existencs.

That difference explains why, in the effort to avoid serious infla-
tion, the Government seeks to borrow ms much as possible from individuals, and
institutions with money to invest, and only turns to the banks for the remain-
der. If a person who has $1,000 or can save it from his income buys Govermment
bonds, his $1,000 becomes active but he no longer has it to spend. If, instead,
the Government borrows the $1,000 from a bank, the original owner still has his
$1,000 to spend when he feels like it. There is more inflationary force in

borrowing from banks.

But in spite of all we can do to push sales to individuals and non-
bank investors, the banks will still have to buy enormous quantities of Govern-
ment bonds. In recent months, banks hove fincnced two-fifths of the total in-
srease in the Government debt. If that proportion continues, it is reasonably
sufe to guess that the banking system as a whole will invest 3 billions in
Government securities during the last querter of this year, between 20 and 25

billions in 1943, and about the seme amount in 1944,

Their holdings of Government securlties which were 26 billions on

last June 30th, will be about 40 billions at the end of this year, 60 to 65

billions by the end of 1943, and probably will reach 80 to S0 billions by the

and of 1544, i
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That is the outloock for bank purchases of Government bonds. There
will be a corresponding inorease in the volume of bank deposits. It is possible
also to do a little guessing at thet. At the beginning of 1940 before the step-
up in the rate of Govermment war financing, the total of demand deposits in the
sommercial banks in the country amounted to less than $30 billion. At the end
of last June, they reached $42.6 billion. By the end of this year, they will
probably resch $50 billion. Assuming that the war continues and our effort
does not slacken, it is not unlikely that demand deposite will touch §75 bil-
lion at the end of 1943, and be in the meighborhood of $100 billion at the end

of 1944.

One by-product of the war, therefore, is a wvastly increased supply of
money. It is natural and proper, I think, that the Government, in ita heavy
borrowings, should seek to prevent a general advance in the coat of the money
it needs. With a brake on the prices of everything else, there is no good

reason why the interest rate, the price of money, should finally be set by the

money market. ’ ¥

I mention that particularly because newspapers and pericdicals have
it in their power to present the story of Treasury finencing elther wisely or
suporficislly, fairly or unfairly. One of the best examples of journalistic
mishandling I have seen in this war was Timo Megazine's treatment of the four
billion dollar October financing. Some of you may have read their story in
which they oalled the recent issue of 2 per cent 7% to 93 year bonds the
"greatest flop since the Mellon 3tg" and castigated the Secretary of the Treas-

ury because he hadn't offered a 24 instead of a 2 per cent bond.

I'm not the Secretary's defender, but let me tsll you a little about

that issue. It was intended for the banks. Long ago thoughtful bankers as
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well as government banking suthorities had recognized that it would not be pru-
dent banking to invest the rapidly swelling demand deposits I have been telling
you about in extremely long=term obligations. A ten-year limit was thought
plenty long by a Special Committee of the American Bankers Assocoiation which
studied the matter. To fit in the existing pattern of rates, which generally

should be maintained for the duration, & 24 per cent bond would have had a four-

teen year maturity, too long for commercial bank investment. To offer & ten- <

year 24 per cent bond meant blowing up the existing pattern of rates, outting

loose the cost of money to finance the war.

»
Bear in mind that when the four billion dollar issue was put out, the

banking system had altogether just about two billion dollars in excess reserves.
If Time had oriticized the Treasury for allowing the banks so little time in
which to absorb the issue, I would say "Amen". Of course, the issue had hard
sleddingz. In this district we had just about eme full day to work on it. Of
course, the day of enormous over-subseriptions is gone. That was when the bank-
ing system had six or seven billions in excess reserves and when the issues were

poanuts compared with those coming along now.

Time Maganzine considered none of those factors. To my mind, 1t was a \

perfect illustration of what can happen when the responsibility of editorial :!

sxpression is delegated to the guperficiel hand of a wise-cracking reporter.

This isn't & bankers' meeting, =o 1'm not going to pursue this line
mach further. You will agree with me that war developments have created a
totally new condition for bank operations in the United States, ome that calls

for the closest possible cooperation between the banks and the agencies of Gov=

ermment.
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Right now, I want to go on record with a few obserwations as to the
important work the bankers are doing in this war. It is not spectacular, but
it is highly creditable. Take the part they have played in the sale of Series
E War Savings bonds, for example. Here in the State of Missourl total sales of
E Series War bonds through August 31 amounted to $116 million. The banks of

Missouri sold $72 million or 62 per cent of that total.

Just as you have given your space to advertising War bonds, so have ‘ﬂ’

the bankers hired the help to handle these bond sales to the public without any

charge to the Government or anmyone else. It has been & magnificent Job. I do

not think the bankers have been given full credit for it; I know they haven't

asked for any.

I want to stress the next point, underscoring it particularly for the
editors. I should say that 99.9 per cent of all the publieity that has been
given to Treasury financing has gone to the War Savings bonds, yet for every ’
dollar that is raised through the sale of bonds of that type, four dollars 1is :
raised through the sale of other kinds of Government securities. I am not
quarreling with this distribution of publicity. The sale of War Savings bonds
is important for other reasons than the money they reise. But allowing for
that, the public ought to be made aware of the size and nature of the other

finanoing that is going on, whose dollar volume is four times as large as that

of War bonds.

Bankers are doing a magnificent job of this other finansing too. As
Bob Hill cen tell you, bankers make up the bulk of the membership of the Vietory
Fund Committees that have been set up in each Federal Reserve District %o help
the Treasury with the sale of securities other than Savings bonds. To do this

selling job effectively, bankers have to do things that violate long-established
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habits of thought and prastice. They have to solisit their ocustomsrs, big and
little, to withdrew their money from the bank and invest it in Government se=-
curities., It takes a lot of nerve for a banker to advise a corporate depositor,
for example, to draw down its mccount, which may amount to a million dollars,
and invest it in tax anticipation notes, But the bankers are doing it, just as
they are urging their small savings depositors to withdraw their money and buy

War bonds.

This isn't as rough on the bankers as it sounds. Just think back for
a minute on the figures I gave you to show how bank deposits have increased and
how they are going to increase still more as the war goes on. HNo matter how
hard a banker works to get his depositors to take their money out of the bank
and invest it in Government securities, his deposits are going to continue to
inorease at even & faster rate, That iz because so large a part of the Govern-

ment financing is of the sort that increases bank deposits.

Forces operating in the money market used to be gentripetal in

character. The tendency was for money to flow toward the money centers for in-

vestment by the big banks. All that has changed. The new forces are centrifu-

gal. Vast Govermnment expenditures at Army camps, munitions plants, and to pay
contractors and farmers for the great volume of supplies needed to feed a war,
keep drawing money out of the money senters and scattering it into the amall

communities. The bulk of the reserves of the banking system today are out in

the country banks, not in the central reserve cities.

In o word, the bankers have enormously important war work to do, and
they are doing it well., As I have shown, they are handling the bulk of the War
Savings bonds, Beyond that, in close cooperation with the Government, their

rolc is to help provide funds to finence the cost of the war to the extent it
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is not met by taxation and through the sale of bonds to individuals, insurance

companies, and other non-bank corporations.

This is a war of many fronta. In & sense it is not one but a multi-
tude of wars. I have talked to you mainly about the war on the financial front.
The far-flung militery and naval struggle will come to a pause some day, but

when it ends there are other phases of the war whioh must go on indefinitely.

Many of our present desperate problems are on us begause we have not
always understood that this is true. We have scted as though we believe the
blessings of liberty and freedom were bought and paid for by our forefathers
and handed down to us s & heritage to enjoy without further payment or effort

on our part.

That isn't the nature of the world at all. Freedom isn't something
you can buy at one payment as you might purchase a beautiful painting to hang

on the wall and enjoy in perpetuity. You pay for’ it in installments which

never end, and if the payments lapse the penalties are terrific. We are now

learning how costly they can be.

Our struggle for a system of international cooperation to promote se-

surity and justice and to safeguard pence uannctratnp when the guns fall silent,

as it did for all practiocal purposes after the last war. In the years shead we
must acoept responsibility and furnish leadership in the development of an en-
during international organization to promote justice and gusrantee freedom and
peace. If fresdom and demsccracy are to survive, there is another war on tha
home front yet to be won. Our forefnthers bequesthed us a material empire of
fabulous and diversified wealth, and we have wasted it shamefully. In manmy woys

we have defaulted in its cere and management. I think we have done aven &
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better job in protecting our political and civil liberties than we have done in

perfecting the practices of economic and socciml democracy.

Our struggle to establish and maintain an economic and social system
within the United States that satisfactorily meets the needs of sll the people
rmust go on and it must become more delinite and pointed. When it became ap-
perent on this Continent thot fres nations everywhere were menaced by the
pestilential spread of dictatorships thot deny freedom, we were compelled to
turn aside from an unfinished job on the homo front - we laid down unsolved,
even undiagnosed, the problem of how to use our resources to meintoin full em-
ployment for the people within our borders. Some day we must pick 1t up again,

and it will be bigger than ever.

No econocmic system or political organization can survive long periods
of widespread chronle unemployment or even recurrent cycles of general depres-
sion. As the world society has become more closely knit and complex, the im-
pact on our institutions of the ups and downs of the employment eyole has be-
come increasingly viclemt. You recall Victor Hugo's vivid story of the battle
between men and the cannon that broke loose in & storm at sea. With every lurch
and sway of the storm-tossed ship, the force of the rolling cannon grew more
destruetive until it threatened to batter the ship itself to pleces. Mon cap-

turad and chained it.

We in Amerioa are not consclously shirking our responsibilities in

today's all-out war. The mood of the people will permit nothing %o stand in

the way of our military victory. 1 am not so sure we are equally determined to

win these other wers which must be won if military vietory is to have permanent

meaning.
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There are hopeful signs all over the country and in all walks of life.
Without lessening their war effort many men are glving thought to post-war
problems. It is a military axiom that you cannot fight feebly and win a war.
That holds just as true for the future war for international security and for a
strong and growing economy at home. In a real sense our job is only begimning

when the military war ends.

We must accept these longtime responsibilities with courage and con-
fidenos. Certalnly there are conditions shead of us that cause uneasiness. As
I said, we may come out of the war with a national debt that amounts to
$200,000,000,000 or more. As men concerned with public poliey, tht thought
worries you. It isn't a trifling oonsideration for any men to contemplate.

Yet if we keep our thinking straight it need not dismoy us. Examined closely,

some of the terrifying aspects disappear.

No matter how long it takes, we know we will end this war victorious-
ly. We will emerge with our naturnl resources unimpaired. Furthermore, we
will have in this country the largest and best trained army of factory workers
in the history of the world. We will also have a mechanical plant beyond amy-
thing man has dreamed of heretofore, These things mean cnpocity to produce;

they are the elements of real wenlth. We shall not hove expended them.

Our national debt we will owe to ourselves. The cost of interest
service and gradusl repayment that is collected in texes from one gemeration
will be paid to the same generation, The debt will be held wholly within the
United States and by ouwr citizens. It will present none of the impossible
problems that accompany an external debt. If we fail in the future to make
democracy worth while, it will not be the size of the public debt that defeats

us. It will be because we have not learned how to use these groat resources -
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human and material - to provide full employment and a high standard of living

for all our people.

Let me conolude on that note of challenge. No one can de as much to
set these problems in perspective in the popular mind as the men of the calling
represented here tonight. I have not attempted to give you answers to the many

questions the future will have to solve. I do not know them. HNo one has the

-
master blueprint., The genius of America must develop one - and it will. We h“#f

have staked everything because of our conviction that the best society is the

one which rests on human frecdom end the dignity snd independence of the indi-

vidual soul. We must keep our hands joined to insure that such a scclety ocen

survive.

poolooo




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Secretary Hurgmtél_l
George Buffington -

The followlng facts which we secured the end of last week
from Executive Managers may be of interest in connection with
announcement to the press about the contemplated Victery Fund

canpalgni

The Victory Fund Committees have an executive staff of 27
in the twelve Federal Reserve Ddistricts which includes Executive
Managers and Assistant Executive Mansgers. There are 100 Regional
Managers. The country is divided inte 186 Reglonal Committees
with 6,577 Reglonal Committesmen. It is estimated that there are

37,960 volunteer workers, making a total sales persomnel of 44,644,
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TREASURY DEPARTMENT
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DATE

Secretary Morgenthau November 17, 1942

Ferdinand Kuhn, Jr.

Here are some ideas from Vince Callahan about
ublicity (as distinet from advertising) for the
ovember-December drive. Many of these ideas strike

me a8 good and practical, others not so goed. In any
cage, 1 think we can count on getting a good deal of
publicity rolling from next Thursday on.

7. £.
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION
parsNovember 17, 1942

Seeretary Morgenthau
VYincent ¥. Callahan

Since talking with you on Friday I have had s meeting
with members of my staff amd I em outlining in the following
paragraphe the suggestions we have to make:

Obviously the preposed progrem is designed to reach a
1imited mumber of the American pecple; mevertheless we feel
it is of persmount impertemoe. that for a short period we
conduet an intensive educational campaign in every media.
However, we feel radic should be used sparsely. The purpese
of this cempaign weuld be to bring home to the Americam people
the magnitude of the Treesury's problem of war Tineneing and
to show how 1t affects every Ameriocem eitizen.

This eduocationel campeign would mot be eaxpested te produce
tengible results in ssles. It would be expeeted to condition ,
the country to olroumstances whioh will develop in the months

to oome. |
lhlhlﬂ““il“‘ﬂiﬂiﬂ'i.lﬂilhlﬂlﬂlil !
radio, press and sdvertising, as follows:
1. BSend to sll newspapers for use om the finameiesl pages

nnhl#fnrtrﬂhl.tihﬂﬂ,-lul-piﬂlmut




war materiel which the Governmeat ocam purchase as a result of
investment im Treasury securities. Attached 1s a semple of
how this procedure has been followed for War Bonds.

2. Prepere s statement quoting Seoretary Morgenthau on
new campaign, in gemeral. This to be released to all news-
papers, prese asscolations, and radio commentators.

3. Prepere statement in which Under Seoretary Bell
desoribes Treasury securities specifically. This again te
be released to all news channels.

L. Arrenge nation-wide broadcast on whieh Seoretary

Morgenthau, or whoever he delegates, would personalize the
information on the campaign gemerally, and each issue speoifi-
cally.

5. Arrenge for statements urging the purchase of Treasury
gecurities from natiocnal finsneial leaders, such as presldents

of the Americsn Bankers' Assoclation, U. 8. Chamber of Commerce,
Netional Assoelation of Manufacturers, end the NHational
Association of Life Underwriters. This can be done as a peries

of broadoasts or press relesses - or both.
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6. Arrenge for these same statements to be published
in all leading fimamocial trade Journels, such as the house
organs of the Americen Bankers' Assoclation, National Asso-
eietion of Mamufseturers, National Assoelation of Life
Underwriters, eto.

7. Hire at least two new employees immediately - an
outstanding financial writer and an outetanding finaneiel
advertising men.

8. Have speeches fer loocal broadcasting prepared by
the Americsn Bankers' Assoelation, U. 8. Chamber of Commerce,
Mational Associetion of Manufsoturers, National Assoolatiocn
of Life Underwriters. These should be released to all the
local radic stations of the country and te the looal leaders
of each of the above groups simulteneously. The local finanoial
leaders should be urged to broadeast this material emnd give
the campeign their personal blessing.

9. These same financiel leaders should prepare a peries
of statements omn this progrem to be released loocally by their

verious state and locel organizetions te the looal press.
10. Write all financisl institutions sponsoring broadcasts
urging them to promote the sale of Treasury securities through

their own radio programs - loocal, regional and national.




.

11. Arrenge to have prepared by leading financiel writers
of the country articles on these securities to be dlstributed
to all newspapers.

12. BSend brief, highly feotual deta sheet en all of these
gecurities to the editorial writers of every newspaper in
the ocountry, asking them to use it as basis for their owm
editorial comment.

13. OCall & meeting, preferably in New York, of the
nation's leeding finaneisl writers to explain the whele plan
to them and to enlist their support.

4. Prepare charts and other graphie 11lustrations of
our story for publicatien in all newspapers and magezines.

15. Request all finsnciel institutions to incorporate
our materiel in all their own advertising.

16. Arrange round-table broadcast with Seoretary
Morgenthau presiding, at which he explains the over-all
pioture and on which finaneial leaders such as the presidents
of the finenoisl and business assoclations personally endorse

the campalgn.
" As you told me, the Federsl Reserve Bank System is

appointing publieity men im each of their districets. I under-
gtand thet these new publicity men will meet in Weshingteon on
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Friday, November 20. I weuld like very much %o personally
be in charge of that meeting so I ocan advise these men of

our over-all plsm ef promotion, pelnt out te them the
{mportent part they imdividually pley in it, and meke
specific recommendetions to them of locallzed activities

they oan inspire in ecommection with our naticnal cempaign.
T make this recommendation beceuse I think 1t highly
{mportant that we oceerdimate all the efforts in this eon-

nection.
T am assigning Charles J. Gilehrest to assist me in

this operation.
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My dear ¥r. Secretary:

In furthering the War Savings Program, we have found that
the sale of War Bonds to wage sarmers in private industry
the medium of Payroll Savinge Flans has been most efficient and
most produstive. We are concantrating our efforts an this sedium
of sale, particularly in connection with the sale of Bonds to en-
ployess woridng for contractors engaged on Covernment constructi
projecta. :

Publie serutiny of the small sale of Bonds to these
throughout the country so far has resulted in eriticism, which has
been repeatadly brought to the attentiom of this Departaent. Im
order to forestall some of this unfavorable publicity, we are
exerting every saffort to have the Payroll Savings Plan installed
on every Jovernmental construction projeect throughout the country.
To accomplish this, current information is necessary from the
contracting agencles of the Government to be made available to
our State offices before the project is started.

In cormection with the construction projects of the War
Department, we would like very much to be supplied curremtly
with a copy of directives on all Mitore projects issued from
the Construction Divislon of the Corps of ‘nginesrs to their -
Iistrict Enginesrs to proceed with construction projects planned
and approved in Washington. We would also appreciate receiving
information on all construction projects for which directives
have besn issued to Division Enginesrs within the past thirty days.

It will be of further assistance to this Department if the
District Engineers are advised tn supgest to all contractors :
swarded construction contracts t™the War Department, that they
install a Payroll Savings Flan for the convenient and systematie
sale of War Savings Bonds to their employees.

Vary truly yours,
(8fgned) H. Morgenthan, Jr.
Secretary of the Treasury.
The Honorable,
The Secretary of War,

Washington, D. C.

extra coples E;hwgf@
T
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TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

oaTE November 17
to: Secretary Morgenthau

rmom: Vincent F. Callahan

You might be interested to know what has besn dons
regarding the promotion of "Everybody, Every Payday"™.
l. BEescords have been made by:
a. Vietor Recording Company with Barry Wood.
b. Decca Hecording Company with Guy Lombardo.
¢. Columbia Recording Company by Tommy Tueker.

2. Part of Vietor Promotion:

special easel card for coin machines -
Quantity - 25,000,
A 20" X 20" two color window streamer for
dealers - quantity - 10,400,
Special title strip for coin machines -
quantity - 150,000, (see samples attached).
In addition to these they are using extenaive
newspaper, magazine, billbecard and all phono-
graph record industry publicetions. (see sample
cards).
3. Decoa and Columbia Recording Companiss are doing
a promotional campalgn similar to Vietor's.
L. Through the cooperation of The Rudolph Wurllitzer
Company; Rock-0la Manufacturlng Company; Mills Novelty
Company; J. P. Seeburg Corporatlon; and The John Gabel
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Manufacturing Company; the Automatic Phonograph Manufac-
turers' Assoclation; and the Automatie Phonograph Operators’
Assoclation we have sent letters to approximately 8,700
phonograph operators in the United States urging them to
meke this record their No. 1 in the virtually 375,000
Juke boxes whlch they control. (see attached sample of
Wurlitzer Company promotion). Others doing likewise.

5« The record of "Everybody, Every Paydev" has been
sent to 872 radio stations.

6. Orchestretions have been sent to approximately
1,250 band leaders.

7. 8lides are being maede to be used in motion

ploture theatres.

\H P B R G R




"EV'RYBODY EV'RY PAYDAY”

WRITTEN BY TWD SOLDIERS RECORDED BY THE TREASURY TROUBADOR

Carporal Tom Adoir ond Ssrgeant Dick Uhl knaw Borry Waod dngs with an orchesbra ond mibed chens
how to write hit, Adair wrote “Evarything Hap- —solidly delivering the wwingy sing of Sergeast Uy
poni To Ma" for Tommy Dorey before denning catchy melody. He wored it of the requedt of the
khaki. His lyrics wpeak in plain  languags, Treasery  Department on  his grootedt  record.

"EV'RYBODY EV'RY PAYDAY"

An "Over There" For The Home Front

10,
IN WAR BONDS
EVRYBODY

EVRY

Bluebird Record No. 30-0804 WS

HIT OF THE WEEK
BARRY WOOD
Evirybedy Ev'ry Paydey”
Biwebird Record 30-0804

i!!’!!!‘"‘
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{ WINGTIME BY

BARRY }

EVRYBODY
EVRY PAYDAY

17-Piece Orchestra
Mixed Chorus




E'V'R YBODY o om
EVRY PAYDAY [rrysd

17-Piece Orchestra
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WURLITZER

tomat

i,

M A M E

THE RUDOLPH WURLITZER COMPANY

NORTH TONAWANDA, N.Y.
mtlll m. 1?-‘-2

T0 ALL WURLITZER DISTRIBUTORS

Gentlemen:

Attached is e proof of a Wurlitzer Billboard Magazine ad,
It outlines another opportunity for you to cooperate with
Uncle Sem in selling War Bonds,

nEverybody Every Pay Day" is an inspiring record that
carries the blessing of the United States Treasury Depart-
ment - worthy of a place on every phonograph you operate,

Give it the Number One spot on your instruments. It will
take in plenty of nickels for every Warlitzer Music Merchant,
It will inspire WMufpooplnhhu:mwﬂu.

You did a grand job with "Any Bonds Today." Let's all get
behind "Everybody Every Pay Day" and show the Government
AGATN how effective Wurlitzer Phonographs can be in doing
a bang-up Bond selling job,

Cordially,

se/gb
att,

P.5. Under separate cover you will receive a sample records=
ing of "Everybody Every Pay Day, " Play it and you'll appreciate
its possibilities,

FamMOoOUS | ™ MUSIiC FOR
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WURI;ITiER MUSIC MERCHANTS

LET'S PUT SOME LISTEN JACK, WHY

OF OUR SAVINGS DON'T WE DD our
IN BONDS PART AND BUY SOME

QUGHT TO
BUY A
BOND

FOR

THAT RECORD JUNIOR
HAS / '
ME SOLD

HERE |15 ANOTHER OPPORTUNITY
TO HELP SELL WAR BONDS AND STAMPS

You Music Merchonts did a swell job for the
U.5.A. with "Any Bonds Today."

Here comes another and even greater hit,
“EVERYBODY, EVERY PAY DAY."

You'll hear it on the redic ond ot WAR BOND
rallies in every town in the lond. People will
want te play it on ycur phonogrophs.

Here's your chance to help Uncle Sam ond make
additional profits from which you can buy more
War Bonds yourself.

Gat “EVERYBODY, EVERY PAY DAY" on avery
phonograph you operate NOW!

WURLITZER

I Working for Uncle Sam

THE RUDOLFH WURLITIIR COMPANT HORTH TONAWANDA, M. T.

Thin is n reprint of the mivertisement appraring on the bark cover of Billbe rd, Navember Tth
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TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

Secretary Morgenthau November /17, 1942

Randolph Paul

You may interpolate some amusement in your 1ife
by reading the attached copy of a letter to the New
York Tribune, November 17, 1942. Apparently some of
my remarks in Cincinnati at the National Tax Conference
in answer to a question from the floor on the subject
of tax exempts sent shivers up and down the spine of an
Albany reader. At least one defense for my statement
is the famous statement of the former Chief Justice
Hughes that the Constitution is what the Supreme Court

says it is.

Attachment




New York
Herald Tribune
Nov.17, 1942

EXTREMELY FIEXIBIE

To the New York Herald Tribune:

It occurred to me that you would be interested
in the following quotation from the official record
of the remarks of Mr. Randolph E. Paul, Assistant
Secretary of the Treasury and Mr. Morgenthau's tax
expert, on Oct. 21, 1942, before the National Tax
Conference held in Cincinnati:

"The commitment was made in the light of a
certain understanding of the Constitution, but our
Constitution is such, and very properly such, that
it is flexible enough to change understandings of
one day that must be adapted to the events of
another day. Everybody must be prepared for a
changed Constitution, if events require the change,
and as the Supreme Court determines that there
should be a change."

Tt ie about the finest bit of New Deal %hilﬂﬂﬂphy
that has come to my attention and is enough To send
shivers up and down one's spine.

READER

Albany, N. Y., Nov. 14, 1842.




November 17, 1942

Last night, on the invitation of Stimson, I went to his
nouse at 5:30. Jack McCloy, MacLeish and Frankfurter were
there. Stimson started to give us the background on this war
in Africa. He said we had only landed about 100,000 troops -
gpproximately five or 8ix divisions - that the Splniarduﬂgn
Spanish Horocco had about 150,000 first-class troops which
were a constant menace; that these troops in Spanish Morocco
were a bridge-head which the Germans could use if they tied up
with the Spaniards.

Stimson went on and read a three-page telegram from
Eisenhower which he sent last Saturday. E%sanhuwar said he
felt it was a military necessity to use Admiral l}arli.n1 and he
asked for authority to go ahead, but that if they didn't want
him to do that, they should send a commission out at once to
advise him. Stimson then told us that both Churchill and
Foosevelt had approved what Eisenhower had done.

When Stimson got thruuﬁh ?iving us all this background,
none of which was very new, showing how necessa it was to

use Darlan, and how using him mean the saving of many
American lives, somebody mentioned Edward Murrow's broadcast.
I had a copy of it in my Euukat and I asked Stimson whether he

didn't want to read it, He lost his temper and said that he

wasn't interested and didn't want to read it. I just let it
DRSS «

Then MacLeish had & memo which he said the President had
dictated to Elmer Davis yesterday at noon !hicy went on to
explain the situation. avis was sitting in his office waiting
to give it out over his own name, but the President said to

clear it with Secretary Hull and General Marshall. MacLeish
‘ 1+ 3 ted in it. Then MacLeish
sald that Hull said he wasn't interes A et

said that the President said it should be ¢ :

but that it wasn't necessary to clear it with Stimson. Afterward
Frankfurter told me that this was a Very cruel thing fur HnuLeish
to say, and I sdded, "Crude also." They went on to ﬂlscun; th ait
memorandum trying to decide whether or not Davis should release 1tT.
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Finally I said, "I am ﬁuing to say Davis shouldn't release it
because this is something the people won't believe unless it
comes from Roosevelt himself. It shouldn't come from anybody
else." As a result of my very firm statement, they phoned
Davis not to make it, and when I saw the President at 11:00
this morning, he asked me about it and he didn't know whether
Davis had released it or not. He told me he had not dictated
this statement but that Davis had written down what he said -
I don't know where the difference is.

Then I went on and mede a very passionate address on
what I thought about Darlan. I Blig Ea was & most ruthless
person who had sold man{ thousands of people into slavery,
and that to use a man like that in these times, no matter what
the price is, the price is too great. I went on to say that
there is something else besides temporary military victories,
and I said, "You can't tell me the whole campaign was set

with the expectation of using Darlan because the President
told me that that wasn't so." en I said, "There is a con-
siderable gruug of rich people in this country who would make
peace with Hitler tomorrow, and the only people who really want
to fight are the working men and women, and if they once pget

the idea that we are going to sit back and favor these Fascists,
these Hitlerites, etc., not only in France but in Spain, which
is what we are doing every day because we are freezing Franco
into his job, these people are going to have sit-down strikes;
they are going to slow up production, and they are going to

0
say ’Wha%'a fhe use of fighting just to put that kind of pﬂnplej
back into power?' ". I seid, "If something isn't done about ]

it and that ides once gets into the minds of the people, you
will never be able to get it out."

Then I said, "Now for the English - Darlan is known as

one of the most violent British haters. How do you suppose
the men and women of England feel about this? General Giraud

also hates the English, and when they sent an English submerine
to take him out of there, they had to put an American Captain
in charge before they could get him to go on the submarine.

When I finished I could tell from MacLeish's face that he

agreed with me, and approved everything I hed said. Then
Frankfurter snid "Yug? we agree with what Henry said." Then

he began to tr iu fix a middle course, and I was never 80
diﬂﬁugtaﬂ in mr? life. Then he said, "What would you do if
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ou had the decision to make?" I said, "That isn't .
{iun," I said, "The question is how to explain to tﬁge ques
jmerican people what this means, and are we gginﬁ to .let
the State Department put in this kind of people.” I said
"1f we do that, nothing will be settled and in another ten
years we will have another war on our hands."

Stimson was quite flabbergasted at my vehemence. MeCl
said nothing, but then one of them spoke up and said, "Well,
you know that last Friday the President issued orders to Robert
Murphy to take up with Admiral Darlan the matter of rescinding
the Nurnberg Decree and freeing all political prisonmers." I
asked them when that would be made public, eand they said they
would have to wait until it was carried out. Then I said, "Well,
somebody said that Murphy is living in the pocket of Darlenm,
and supposing Darlan refuses to carry out these orders.”
They had no answer for that.

Shortly before I left, Stimson said, "Give me that copy
of Murrow's sddress. I want to read it." McCloy said, "Isn't
that typical of the man? He gets mad and then he cools off,

and he does what you ask him."

Just before I left, I told Stimson that I had this
letter from Hull in which the Spanish Ambassador asked that
the Treasury pay for the legal ge&s covering the suit ageinst
me on Spanish silver. Stimson was quite upset, but I subse-
quently asked McCloy whether I did the right thing in telling y
Stimson sbout it, and he said, "Yes, you did absolutely right.
Stimson said he would draw a check and giva“hauk the $20,000
if it was going to be embarrassing. I said, "No, I anm going
to ask Hull to withdraw the letter.” Then somebody suggested
that Hull hes a secret fund and the President has a secret
fund, and if it is so important, let omne of them gmy it out
of the secret fund. Stimson became gquite angry & out it.

When I saw the President this m?rning,I told him the
whole story, and I said that I wes EulnE to ask Hull to take
the letter back. The President said, "Absolutely. “Juat take
the letter over there and ask Hull to take it-back.

Frankfurter called me as soon as I got home, and I
was very disagreeable with hgﬂ. He wanted me to write a letter
to Stimson saying how ethical I thought this legal matter
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had been handled, ete., but I said that if a man does dome-
thing that is ethical, you don't have to write and tell him
0. Then he wanted me to write the President a letter telling
him that he should say publicly that all brutality and cruelty
in North Africa should be stopped. It was typical of

Frankfurter. He didn't say anything while we were all tuguthar;
yet a8 soon as he got home he wanted to become "Mr. Fixer".




EXCERPT FROM PHESIDENT'S PRESS CONFERENCE
November 17, 10942

AFRICA -- President Roosevelt said today that he had
gsked Tor the abrogation in northern and western Africa
of all laws and decrees inspired by Nazi Govermments or
Nazi idealogists. In a prepared statement, he also an-
nounced that he had accepted General Eisenhower's temporary
political arrangements for that area. The relations with
Admiral Darlan, the President said, had served to save
American, British and French lives and also hed saved
valuable time in the preparations for.the march on Tunisia
"...and, we hope, on Tripoli." In closing the Darlan dis-
cussion, the President very much off the record, called
attention to this Balkan proverb, "My children, you are
permitted in time of great danger to walk with the devil
until you have crossed the bridge."




Nov. 17, 1942

- HM Jr saw the President teday, he

v ested that he leave this alone for
- rest of this year, and the President
greed with him.

'




THE WHITE HOUSE
WASHINGTON

November 11, 1942

FHOHANDUM FOR

1HE SECRETARY OF THE THEASURY




MENORANTUM FOR
THE PRESTIDENT

Now that the $25,000 limitation
of salary has been put into effect, I
think it would be wall to ask Congress to
authorize doing the same thing for all in-
comes. What is true of salaried people
should be true particularly of those who
do not work but get their income solely

from tax-exempt coupons.
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TUESDAY JORNING PAPERS November 17, 1042

(' Address delivered by Honorable James F. Byrnes
on November 16, 1942, at 83;00 P, M., YHew York
Herald-Tribune Ferum on the Columbis Broadoagt-
ing Systen.

1

THE RELATION OF THE WAR TO OUR CIVILIAN ECONOMY

In time of war we muet deal with hard realities. We have no tima
to theoripe and play with words. Military men rmst disoard their teohniocal
talk about prineiples of logistios, get down to Brass tacks. They must discuss
their problems in the language of the ordinary oitiecen, in terms of ships ro-
gquired to move troops, and tho food and amaunition which we rust move to battle
erens in order to enable tho troops to fight. Likewlse, now that wo rre gotting 8
down to organizing our homo front for tho proscoution of the war, I think we ’
ghould avoid, na fwfpnuibly onn, thoorotionl torms liks "infletion™ nnd
"stebilization®, consider the very conereto problems which we hrvo to
moot.

-

onight I wish t rigfly ond p y nbout the ra on
the wr to our oivi onomy nnd the frin probloms magt tr
ot

Our first nnd ochiof problom is to consider how wo aro going to ergan-
igo our eivilirn coomomy to win tho wnr. Yio must consider tho mon wo shall
heve to tnko out of civilian 1ifo in order to havo tho soldiors to fight; the
food cnd montorinls wo shnll have to tako out of tho eivilinn economy to food
nnd oquip our soldiors nnd to holp fuod and oquip tho scldiers of our cllios;
ond tho food nnd motorinls wo shall havoe to tako out of our civilion ooonomy
to provido minimun sustonnncoe for tho oivilinn population in nllied rnd ccoupied
eountrice. In a ronl sonso thoso ruquirm:mnta aroe wor roquiromonts. No one
who knows tho conditions provailing in wnr-strickon countrios omn neccusc us of
pl:rminﬁ o perpor othor pooplo or Lo inpo so uNnoooSENTY hordship on oursolvos.
No matter what hardships we endure Amerioa still is end in all probability will
remain the best fed, bast clothed and best sheltered nation on eerth. Certainly,
for exomple, we are not toking on ourselves unduc hardship when we limit oug-
selves to 2 pounds of meat por person por wack, whilu the avornge Englishmen

- ean buy but 23¢ worth of meat per week.

We onnnot consider how wo are to tnko tho nocossnry mon and food and
matoricl out of our eivilim oconomy without considoring how thoso of us ro-
moining in eiwilinn 1ife nro going to bo ablo to produco the food ond mctoriel
roquired for our fighting foreos, for our fighting nllice nnd for our own
sugtonanco, In totnl wnr wo are nll war-workors. Wo ormnot tolerate tho uso
of our monpower for nny notivity which doos not nid tho war offort. T¥o must
800 that within tho limits of our rosourcos wo nll havo onough to do our part
with maximum of ficioney tut thnt nono of us has moro, bocauso in total wor there

Are noeithor men nor food nor mntorinls to sparce

Wa should not ba h._lr £ha .j‘:':nr wa faal with luunuhing of our first

mojor offensivos Thu rond nhond is hard cnd may bo longs And thoroe is no
quostion thot to nuot the requiremonts of tho war plans of our military lenders
W0 must drow in our bolts just nas for nes wo gnn drow thom in without roduoing

the overall offioioney of our wnr offort.
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of course the American people need direction and puidance from their
ngarmant as to vhere there is thes greatest need for rostraint in thoir normal
1iving habits. But just as our soldiers, buck privates ns well as genarals,
gake pride in the initiative and ontorpriso they show on the field of battlo,
en it is up to us ot homa to toko pride and satisfrnotion in the initiotivo ond
antorpriso wo can show in drowing in our bolts beforo swsm tho governmont
spouni—se compolSiee us to do so« Wie should not have to bo constantly told we
aro in o total war for our omn survivel. Whon our soldiors fnoc tho anguish of
donth on tho battloficld wo should bo willing to undorge tho incomvonicnso of
fntioning ot homo. Ve should tcko prido in showing how much wo enn got clong
without cnd how littlo wo can got olong with.

Our soldiors nre trainod to do thelr vory bost on tho battlofinld,
Thoy nre taught to omulate tho ornck troops of tho division. To elvilians must
omulate the oxomplo of thoso who arv drowing in thuir belts and not tho oxomplo
of tha slackor, tho honrder, tho spondor cs usunl. We should show our scorn for
thom, just ns our soldiers show thoir scorn for tho cownrd on tho battloficld.
In wvar-timo wo must sook %o achiovve thu highost and not tho lowest common de-
nominctor of patriotism.

Kothing has distrossod mv moro than tho suggostion theat tho grent
mcge of Amorican eitizons will not follow o dirootion or an order or ovon o
low of tholr govornmont unloss it is onforood to tho last slockor. I do not
belisve it. Tho gront mnse of Amorionn citisuns nro ell-out to win this wor.
Thoy oro intolligont enough to Jmow thot thuy omn win it oven if r emnll minority
of slackers fril to do their duty. Thoy aro mot so stupid cs to boliovo that
they will win tho wnr if thoy wnit for slackors to turn patricts. Thare cro
fow wilful slockors in Amerien. Thore aro gquito o numbor of thoughtloss slackors,

and the quickest wny to bring thom into line is not to put them in joil but by
our oxamplo to put thom to shrmo.

As I have scid, our first nnd chiof problom is to crgoniso our civil-
icn goonomy to win tho war. Our socond problem is to organizo our oivilicn
sccnomy so thet tho burdons and restrictions of war are oguitnbly and domo=
erotierlly sharod. The rostrictions on our civilion ooonomy ore intondad to Z
help the avernge man nnd wonen end child to obtain moro rathar thoen less thon 5
he would othorwise obtain, nnd to buy whot ho noeds ot n lower price thon he

would othggyrcs have to poay.

wngo controls nnd rotioning gontrols cre

nok ingonious dovicaos to Pu"iﬂh leﬂFl'L'r aud to moko tho grim busginoss of wor
grimmor than it neod bo. Thoy Aro MOLSUros dosigned to holp our wor of fort ond
to roduco tho hardships of wur, partioularly on tho fonmily in modost oircum-
stonces. By nnd large, the avorage oitizen, bo ho o frrmar, 0 WnEI=0RrmAr, n
businoss or profossionnl man, has lass to fonr from prico, wago end rationing
controls than ho hos from thoir obasomoos Of ocourse o porson would bo bottor
off if ho sould got nny price ho wnnted for tho guods, commodities or labor

ho hod t9 soll, and thu govornmont saw to 1% thnt tho price of tho goods, com=
moditiog ur labor that ho had %o buy, did not riso. But no governmont oan do
that, Tha acost of 111,1_:15 ﬂﬁﬂ]’lﬂt b k.uPt down ar tho Er'ﬂﬂtl-}" roducod Hupplj' of
oivilion poods fairly distributed by sonoona wnving o magle wand. The burdons
of war enn bo oquitnbly shared only if all of us, industriclist, frrmor cnd
workor alike, coopornte in shoring thosu burdons.

In wmr=tine, prico controls,
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Tartims controls, however ﬂulf’ull:'_." devised nnd nﬂministargd, will
bear more severely on some than on others. That is ineviteble, just as it ig
inevifoble that some of our soldiers will make the Supreme Saorifice while others
will return unharmed ond wrapped in glory.

But in a war for survivnol we must not seek individual adventege. I
wo do most of us will be bound in the end to suffer from our own solfishness.
If wo are fars- sightod, instend of seeking to ssocape the controls necessary for
sur ovm wollbeing, wo should be alert that our burdens are not inoremsed by too
long delay in the imposition of necessary controls. I should bo the last te
favor unnocessary controls, but it is botter that wo draw in our bolts n little
tightor than hindgight may prove absolutoly necessory, than that wo should later
rogret our inability to realiso how serious was tho nood. :

Tho tosk of kooping down tho cost of living and onsuring o fair die-

sribution of food, clothing and othor civilinn supplics is doubly diffieult in
eartimo, Not only aro tho nwvaileble oivilinn supplies onormously ocut dowm, but =
tho potentinl domnnd for those groctly roduced supplios ie onormously incrocsod.
It is much easier for us to seo and undorstoand why thoro is loss food, clothing
snd othor supplios avnileblu for homo eonsumption, thon it is for us to soco cond
understond why thoro is such o grontly inoroased homo domend for ordinary rotoil
goods and sorvicos.

Thot is, I think, one of tho major rongons why mnny péoplo under-
sstimato the noed for furthor rationing and further drawing in of tho bolt when
thay are nlrondy buying fewor things qnd spending loss than usunl. This is
particularly true of those of us whoss toxos hnve inerocsod but whoso moncy in-
como has not incrensed during tho wmr. This, howovor, is not true of the
netion as a wholo. The incomo of the nation ne & wholo has onormously inorensod,

oven though some fow of us moy hovo less monoy.

In the boom year of 1929 our sonsumer incoms Was alightly over 81
billien dollars. This year it will rise to sonmething over 115 billion dollars.
Next year it nay exceed 125 billion dollars. IT ig egtimated that 15 billien
dollers of this consuner income will be taken away by Federal, state and local
toxes paid by individunls, including the new Fedoral toxes. H—is—ewbimetod
that If we save out of our incomos na much as wo normally do, we will not save
mors than 25 billion dollars. We will thon heve loft to spond for eivilian
goods cnd sorvices B5 billion dollers. But owing to gurtailment of oivilicn

production for on tjon, poods nnd services pveilable to moot consumor
deamand will 70 billion dollors.
somo of the

things we want end need most will be least available. I1f therefore we do not
toke measures to rostriot our purchasing power and our purchnsing habits, we
will be trying to buy 85 billion dollors worth of goods ond services whon only
70 billion dollors of poods nnd services oro o bo hods And if wo do not toko
procautions, but simply trast to luck wo will dostroy not only our prosont pur-
chesing powor, but our past savings by trying +o outbid ono another to got goods
and gorvices that o country ongeged in totol war connot produce. And if wo do
try to outbid nnd ocutsmart one anothor to got moro thnn our fnir shcre of tho
availeble limitod eivilimn supply, tho avorago men and woman is going to got

loss not more.

That is only part of tho picturo bocsuso do whot wo mey,

ghould wo hnvo this enormousg inorecse
othors so much more o
hewa incrensed? The

But somo poople will ask why
in our nationnl incomo? And othors will ask why havo
spond when our incomos have not gono up and onr exes
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angwer 18 thrt nony more peoplo arc omployod than ever before in our hi story.
whilo some pecplo after paying tholr taxos hnve loss to spend then thay used
to hove, most pooplo aftor poying thoir taxos havo moro to spond than they usod

o hovas

From what I have said, it is clear that we must roetion many more
sommodities. But, before a cormodity is rotioned, we must be cereful to let
the people lmow the facts upon whioch we bass the decision that rotioning is

nagssEAry.

Yie migt do more. We must syphon off tho oxeess purchasing powor.
Ve can do it by toxation and by an equitebly dovised plan of compulsory savings.
After the wor thoso savings would be returned to tho poople over & period of
yoers. Thoy would than have tho monoy to spond to croato markoets for ponec pro=-
dusts. Such a davings Fund would provide amploymont. It might sove us from o
businoss doprossion. If, howover, doprossion coma, tho savings would =ncble
mony to osonpo want and suffering. It would make unnocessary frantio offorts
to provide rolief programs. Abovo nll olso, it would holp us to win tho war
moro quickly. And thot should be our objootive boeguso tho more quickly won,
the mora of our boys will wo snvo.

1t will bo noocossary also to simplify and standnrdizoe production cnd
digtribution in order to make the most offuctivo uso of tho matorisls ond mon-
power thnt wo onn spare for eivilians. Vo must sonocontrato our cnorgios on the
production of rolatively fow typos of goods of standardizoed quclity, design and
prico. Thie can bo done without dostroying thu compotitivo spirit. Eooh indus-
try will be consulted ond oncourrgod to porfoot its own plones But wo must do
away with biggor nnd bottor frills and roduce unnocossary delivory sarvicos.

Thoro nre somo pooplo who rendily soo tho neod for the eontrol of
prices and wopos, but do not soe tho rdvantogo to tho wor offort of limiting
profits on snloariod incomes in the highor brackots. Somo honostly boliowe thot
guoch limitations aro in tho nature of socinl roforms imposod undor tho guiso of
war noeds. I disagroe. Ponoo is poneo, end war is war, rnd tho conditions
which moke for'the succoss or frilurc of businoss aro not noco gsarily tho some
in wartimo ce in poncotimos Individual entorpriso oen end is helping to win
the war, but tho wnr has mado oand dostroyod businossos without o niee regrrd in
tll coses to tho onternrise of their ownors. Entorprising mon capablo of oarning
the highost salarios have buon draftod into the war, whilo fato, not Judgmont, hts
doorood thot others romain ot their civilian posts. When mon of ontorpriso oro
fighting on tho dosort sands, mon of ontorpriso at homo ghould not objoot to

shering thuy burdons of wars

Tho so=called $25,000 salury limitation astually affoots only GhHoso

having o salary in excess of $67,200. Tho tox on thet salory will roduce the
not income to $25,000. That salary limitation in 1942 would affect only 3000

persons. From tho fury of the protosts ono would think it affootod throo million
persons. Somo of thuso persons nssort thut thoy object only because they fecr
this limitetion ill oontimio after tho war. I, too, would objoot %o ite con=
tinuence. But tho low upon whioh this cotion wns bonsod oxpires Juno 30, 1944.

It con bo continuod only by nffirmativo notion of tho Conprost. if o mon foars
the Congross, he foors tho pooplo.
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Many of the 3000 persons affected by this limitation receive salories
from corporntions having woar contrnets or corporntions whose profits come from
the infloted wor incomes of the people. Such excessive scleries ore responsible
for the demands of many for inorensod wnges nnd inorensed prices for commoditios,
which demands mako it diffioult to provent inflation.

Twonty=four yoars apge Wo had anothor wnr. Whon our army omme home
proke and jobloss and leoarned how thoir noighbors had profited, thuy cngrily
domanded that it should novor happen apgnin. Evory man in publie lifo, regord-
loss of politionl affiliation, plodgod that wo would trko tho profits out of
war. It hos not boon donos Some doy nnothor nrmy will come morching homo.
Thoro will bo somo without an am, somo without o leg nnd meny without o job.
In thet hour I pity tho man vho profited whilo thoso mon saffered. If wo would
prosorve priwto onterpriso, if wo would proserve the profit syston, wo must
now tolke the profits out of wor.

Thore is o third nnd vory important problom thot wo must boor in
mind in orgenising our eivilian economy in wor-time. Thot is the problom of
the ponco thnt follows wmr, tho question of tho effoect of whnt we do during tho
wor on our national well-boing aftor the wor. Do not nisundorstond mo. In o
wur for survivel wo omnnnot triflo with wietory Just to promote some desirable
post-wur objective. But it so happons, I think, thrt tho most effectivo woy
of organising our eivilicn econery to win the war, is not only tho foirest woy
of orgenizing it to distribute equitobly tho burdons of war but is clso tho
bost wny of organizing it to onnble us to roturn with the lonst hardship to tho
paths of pescae Whnt is thus doubly desirublo is doubly imporctivo.

o aeloTRa

But if wo ollow oursolvos to outbid ond outsmort swreeiven to got
goods ond sorvicos that o country ongogod in totnl wor cannot produco, prices
will rise, wongos will riso, and profits will rise, but wo won't have moro food
to eat or olothing to wonr or bottor houses to live in. Tho money Wo oarm will
buy loss cnd savings of past yoars will bo dissipated in o mnd offort to got
our foir share of tho things we noed in sompotition with thoso who heppen to

hoawa mora money thnt o hovaos

If we allowed ourselves to indulge in any such folly where would we
be when the wer comes to an end. With inflated prices for goods and services
wa could not succossfully compete in tho markets of tho worlds, For a while we
might ]:'EE? bugy maliing up some af the most uI"E:'l'-'Ilt and soute war shortagos. LE
might evon haovo a short=lived post-war boom, but then pricas would bogin to
doclingy“WGgos would bogin to fall; profits would boglin to shrinky factorios
would bopgin to closep would havo mess unorployment end povorty.

f

1f anything like thot happonod, our pooplo would not bo ready to

toke the part whioh we aro plodgod to toko to organizo tho world for podog.

Thore could be no proater tragody. Aftor o whilo by drastic notional r.otion

and rodicnl sooinl plamning we would rocover, but thore would hove passod the
timo whon our londorship must bo agsartod if pocoe cnd ordor oro to bo ostablish-
od in o prostroto world. We tho strongowt end most powerful netion in the world
M gt L':l.',!uap our own houso in ordors lia muast bo in & pnli.t-iﬂﬂ whan tho war 1is ovor
to turn our onergios, our produstive rosources to tho nrts of ponco. We must
ghow tho woy te o world of expanding froodon. Wo must show tho way to o laosting
ponco.







Dear Florella:

1 am enolosing Freference Rating Certifi-
cate (WPB-184544) covering your tabulating
equipment requirements for accounting purposes

in eonnection with the Vietory Tax.
Kindest regards.

Sineerely,

Honorable Fiorells H. La Ouardia,

r of New York
cily Eall, :
ll' T.'ﬂ. '-l 't




Dear Mr. mll
Thank you for your letter of November 17

enolosing & letter from the Chief Justice to the
Secretary of the Treasury with respect to the
investment of the proposed endowment fund for the
Gallery. I also want to acknowledge receipt of
your letter of November 14 and its eneclosurea.
The bill will be sent to Comgress in the next day

or M.
Sincerely yours,

191guea) Hantington Cairad

Assistant General Counsel.
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Domald D, Shepard
716 Jackson FPlace

¥ashington, D. C.

November 17, 1942

Dear Mr, Cairas:

Referring to our conversstion with the Chief
Justice this morning, I hand you herewith a letter
addressed by him ms Chairman of the Board of Trustess
of the National Gallery of Art to the Secretary of
the Treasury regarding the investment of the proposed
endowment fund for the Gallery.

Thanking you again for your fine co-oparation

in this matter, I remaia

fincerely yours,

/8/ D. D. Bhepard

Huntington Cairms, Eequire,
Assistant Gensral Counmsel,
Treasury Department,
Washingten, D. C.

Enclosure.




™

"Ilr __."' L P

.
LS
¥

+The Honorable Henry lorgenthau, Jr.,

NATIONAL GALLERY OF ART

SMITHSOMIAN INSTITUTION

WASHINGTON, D, C.

November 17,

Secretary of the Treasury,
Washington, D, C.

My dear Mr. Secretary:

In behalf of the 3oard of Trustees of the Natinsnal
Gallery of Art, of wvhich ss Chief Justice I s#m ex officio
Chalrman, I am writing to enlist the interest and sunmort
of the Treasury Department in the matter of a pronassed en-
dowment fund for the Gallery.

Ae you are swvare, the Act of March 24, 1537 (50 Stat.
bl, U.8.C. Title 20, Bectione 71-75), creating the National
Gallery of Art, authorizes the Board to accent gifts, be-

quests and devliees of money, securlties or other nroperty, °
and to hold and administer the same for the benefit o the L x
Gallery. Unless restricted by the terms of such gift, the ‘iEE
Board 1e authorized to sell or exchange, and to invesi &and

reinvest in such investments s 1t may determine, such nroo- ‘

ertles as may be glven for the beneflt of the Gallery. In
respect to all such trust funds, the Act vests in the 3oard
the usual powers and oblicaticns of a Trustee,

I am sdvised that a certoin charitable orgenizatlon

. has propoeed to glve to the National CGallery of Art n sub-
. stantial fund, totaling .:5,000,000,00 in cash, to be held
'and administered by the Board in the establishment ol an

, endovment fund for the benefit of the Gellery, the lncome
i Trom which, 1t vwill be specifiled, shall be used and conlled

/for stated ourposes of the Gallery other than those for
.which public funds are made avallable, ns contenplated by
the creating act. In connectlon with the proposed Zift,
the donor has recquested that, Lf fessible, the Zpard effect

‘an arrangement whereby it may deposlt the PTiﬂﬂlPﬂlbﬂﬁL“uch
' fund in cash with the Treasury as a permanent loan %o the

'United States, upon which the United States will pay lnterest

of four percentum (47) per annum, such income to be




| that should the Gallery be so fortunale
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bject to burcencnt by the Don:} ln vromotlon ol the

rls
rposce of the endorment fund, rnd Tow the Dencfit of the
11t

ntlonel Go ™y of AYg,
%. I4 ir amorent that the sup:ected arrancement ls.1ln-
tended for the scfesunyiing of the investment of the nro-

posed endorment fund, an’ to lnpure lncome thereirom 1n the
future,

I unéerstend thot the Library of Conzress Trust Fund

Boer? i1s wrivileped, uncer Federal Statute, to deposit vith
the Trercsurer of the United EStates re n permenent loen to

the United Stetes Treosury orincinal sume in cash up ©o
5,000,020.0%, upon thleh 1t 1s pald interest at the rete
of four mercentum ner znnum, %o e (lsbursed for Lhe DUIDOEES
of the Library. Aleos, I underctand thet for many years the
statutes heve wermitted the Smithsonian Inetifuslon To maie
devoeits on lorn with the Tressury of sume vihled, wita the
oricinal vequests of Jemes Smithson, shall not exceed
;1,000,000.00, &% en interest rate of slx percentum per
annum, such income to be used for the purposes of the
Institusion, Similarly, 1t rwould be most degirable if the
Trecsury were authorlzed by etatute To sccent loans from the
Boerd of Truetees of the Mationsl Gallery of Art snnd Day
interest thereon for the use of an endovment Iund of the
Gallery.

It vould geem to me thrt 1f the Board of Trustees
vere nermitted to make locmns to the Tressury of princinal

gume nat to exceed .5,000,000.00, at an interest raue of
vileh would be sseured

four percentum per anoum, the lncome

to the Gallery woulcl be gufficient to meet the bagic needse

for the endovment fund, It would D€ underetond, of cuurFe,
ng to recelve other

funde for endowvment hurnoces, thatl the Board of Trustees

: : ! - : o - EE Tt Lad t
1raulc he rEE-;,f_-_,ngj__ le TDI' t:.l.'E'-ILI. inﬂfl"ftﬂﬂ'.xt ul".l:{",.-hfh uhE
oriinary chennels of investment.

Cheirmen ex afficlo of the Flnance Committee of

2]

a=f of Truscvees
.
L)

you 1111 aspreciate the desire

¥ the Nationel Gallery of Art, 1 am
pility of the Board
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pepartment will look upon thie matter with favor and
A such ald as it may in obtalning the necessary

beislation. '

1 %vnring to make such an arrangement, and I truet that
' S8incerely yours,

K




c
0

P
|

Donald D, Shepard
716 Jackson Flace
Fllhiﬂ‘tﬁﬂ‘ D Cs

November 14, 1942,

Dear Mr. Cairns:

I enclose final draft of the form of Trust Indemture
creating the Endowment Fund for the National Gallery of Art,
a former draft of which you were kind enough to review and
give me the benefit of your comments,

I am having this Indenture printed, and will send
you a copy of the page-proof, I think it will be desirable
to have quite & number of copies of the Indenture, as finally
executed, printed for purposes of possible use of public
ppirited persons who may wish to contribtute to the Endewment
Fund of the Gallery, and transfer of any securities, of which
the Endowment Fund may become possessed.

Also I enclese copy of letter from the Trustees to
the Chief Justice, Chairman of the Board of the Gallery, mak-
ing the offer of gift, as well as copy of the proposed draft
of letter from the Chairman of the Board of the Gallery io
the Secretery of the Treasury, containing the changes we
agresd upon at our meeting of yesterday.

Trusting to see you on Tuesday, I remain,

Sinceraly yours,
—

8/ D. Ds Shepard

Huntington Cairms, Esguire,
Aseistant General Counsel,
Treasury Department,
Washington, D. C.

Enclosures

-
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November 14, 1942.

Honorable Harlan F, Btone,
Cheirman of the Board of Trustess

of the Netional Gallery of Ars,
Hﬂ.lhl“ﬂ'tﬂnk ﬂ- 'ﬂ.

Dear Mr, Chalrmani

During the lifetime of the late Andrew V. Mellon,
he expressed the intention that in addition to glving his
collection of works of art and a building %o house and ex-
hibit these works of art and others contributed by publie
spirited citizens for the benefit of the Nationm;, he would
create an Endowment Fund, the income from which could be
used to pay the gompensation of certain exegutive offlcers
of the Gallery and for future art acquisitions, but not for
the upkeep of the bullding and other administrative expenses
end salaries, which he stipulated should be provided from
sporooriations to be made by the Congress. He fixed the
amount of the proposed Endowment Fund at §5,000,000,00,
However, Mr, Mellon died in August, 1937, shortly after the
beginning of the construction of a gallery building and the
forsal transfer and gift of his Collectlon to the Trustees
of the Gallery, but before the carrying out of his plan for
the creation of such an Endowment Fund. The Trustees of
The A. W. Mellon Educational and Charitable Trust coumple ted
the conetruction of the Gallery bullding, which, as you know,
wvee opened %o the publie on March 18, 1541, and 1% has been
in operation under the administration of the Trustees of the
National Gallery of Art since that date.

From the beginning of the Gallery project, the
Trustees of this Trust have provided for the paynent of the
compensation of certain officers of the Gallery, which

Kr. Nellon not only indicated should be paid from the trust
funds but is also reguired under the Joint Resolution of
Congress, approved March 24, 1937, creating the Gallery and




Honorsble Harlan F, Stone = p, 2,

the By=Laws of 1ts Board of Trustees] have given to the
Gallery other worka of art, and have provided funda for oer-
tain extreordinary expenses in conneection with the operation
snt gdoinietration of the OGsllery, ss well as for improvements
to the Gallery bullding, for which publie funds have not been
nede svellable to the Trustees of the Gallery.

The Trugtees of this Trust now desire to carry out the
wishes of 1te Tounder to eetablish such an Endowment Fund for
the Gallery. In effecting this prograz, we have had under
conelderation a plan for the ereation of a trusct under the
adninletration of the Board of Trustees of the Rational
Gallery of Art, to which would be given a euzx of ¥5,000,000.00,
in cash, The proposed trust agreement would define the uses
and purpoges of such an Endowment Fund and provide for the ad-
sinlgtration and dletribésion thereof. The prineivel condi-
tlone as to the use of the Trust Fund would be that the Tund
shell be operated exclusively for the benefit of the Gallery,
end shall not be expended by the Trustees for those purposec
for which the faith of the United States hae been pledged
thrt ~ublie funde will be provided by the Congress. XYou ray
recnll that the Aot of Congress creating the Osllery pledged
the felth of the United 3tetes to provide such funde as may
be necessery for the upkeep of the Gallery end the adminlatrae-
tive expenses and costs of operation thereofl.

In the sctusl operation of the Gallery, ite of ficers
heve found thet in order to maintein the Gallery at @ hiph
standard, mppropriate to ite genersl purpose of being the
ert gallery of the Nation, 1t 1s not only desirsble but nec=-
reeary for the Trustees to be furnished with funds in eddl=
tion to those ordinarily appropriated by the Congress, 80

that they may provide for the payuent of nnrtnln_!:tranrﬁin-
Fry opersting expenses, such as special exhibitions, lectures,
musie, publieations and sinllar coetis, funde for which pur-
poces may not be made avallable to the Tructees by the
Congress., Accordinrly, we deem 1% decirable to enlarge upon
the purposes as indicated by #r. kellonm, for whlch such an
Endowvment Fund moy be uped, 60 AF to orovide that the incone
therefrom mey be applied by the Trustees of the ﬂnlllrﬁ._Ln
their diporetion, for such expenditures, in addition ‘:h:*f'
ing for the compeneation of the executive offlcers of

Gallery and for art acquisitions.
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1n addition, the trust agreement would provide that
the Trustees would not only be responsible for the sdminisg=
tretion of the fund, but they would also have the responsi-
Lility fer the {nvestnent and reinvestment of the sane.
necessarily, such duties under precent world conditlone,
vould place considerable responsibility on the meubers of
the Noard in that they would have to look to the investazent
end reinvestment of the Trust Fund so as to insure that the
fund would produce sufficient income to meet the basle needs
of the Gallery for the purposes for whigh the fund 1s to be
setablighed, Therefore, in eonnection with the establish-
~ent of the Endowment Fund, we gonslder it desirable and have
to renuest that, if practicable, an arrangenent be made by
the Gellery, whereunder the Board of Trustees of the Gallery
would be permitted to deposit the prineipal of the fund given
ae a permanent losn to the Treagury of the United 3tetes, nt
s fixed rate of interest of not less than four percentum per
annus, such interest to be sald to the Board, and be subject
to dlebursexent by 1% as income of the fund for the benefit
of the Gallery. Such an arrangement, we gonclude, would nee-
ecerrily involve obtaining the aporoval of the Seeretary of
the Tressury end appropriate legieletion.

Enclosed 1@ copy of a draft of 2 Trugt Indenture
ereating such Endowuent Fund, settling forth the upes and pur-
poges of the fund, the terus and conditions thereofl and 4ir=-
ections poverning its operations, 1 would be pleased if you
vould review this draft of Trust Indenture, and to receive
your advice as to whether or not you consider the gift would
be accepteble to the Trustees of the Gallery under the gener=
s1 terme and conditions thereofl, and in particular your eon=
clusion as to the suggested loan of ghe principel asount of
the gift to the United States Treasury at a rixed amount of
intereet. In this connection, we would also appreclate ré=
ceiving your comuente and recomuenda
ler provielon of the agreaene
of the agreement aa written,
gift be conveyed to the zembers of i
the Finence Committee of the Board, #0 nay " wp=

oropriate regomzendations as regards thereto, fﬂ:'::ln:::!lﬁ-
eratlion and action of the Board of Trustees at t

meeting.

Yours gincérely,
(Signed) David K. E. Bruce

Co=Trustee

Enclosure




TREASURY DEPARTMENT

PROCUREMENT DIVISION

WASHINGTON

November 17, 1942

VEMORANDUM TO THE SECRETARY:

We concluded today the purchase of the refineries
owned by the Douglas 0il Refinery Company which is
located at Los Angeles, California.

The original price quoted was $2,230,000. We pur-
chased this plant for $1,800,000, including four miles
of pipeline end all spare parts, not included in the
original offer, estimated to be worth $55,000. Our
final price also includes the removal of foundations
and restoration of the ground to its original condi-
tion by the owner.

This refinery was purchased in lieu of the two

Texas refineries originally contemplated.

AT et

of Procurement




TREASURY DEPARTMENT
PROCUREMENT DIVISION

il orice or e ounscon WASHINGTON

f November 17, 1942

VEMORANDUM TO THE SECRETARY:

Mr. Brant Holme is now located at New York City as
the Treasury representative with E. B, Badger & Sons
Company, the engineer architects for the Russian refin-
ery Program.

In line with your suggestion that we locate & tech-
nical consultant to whom we could look in connection with
this program, pointing out that possibly someone with the
Petroleum Technology Faculty of Columbia University might
be available, I now have a recommendation from Mr. Holme
that two men be considered as consulfants. He has recom-
mended Dr. Jerome J. Morgan, Professor of Chemical Engi-
neering at Columbia University and a member of the faculty
of the School of Engineering with specialized Jmowledge of
fuel combustion and fuel refining. He also recommends
Dr. Benjamin T. Brooks who has & 1¢n% record of practical
experience in the petroleum field. Both are located at
New York City and would be quickly accessible on recurring

problems.

It is my thought that it would be well to appoint
both of these men as consultants on & P&l diem basis of
$25 ﬁfr day, plus expenses for such periodic ceasultations

i

as t rogram may require, according to Mr. Holme's
discretion.

You will notice from the attached statements concern=
ing Dr. Morgan and Dr. Brooks, emphasis 18 placed upon the
theoretical knowledge in the case of the former, and the
practical experi in the case of tEg latter.

Do you approve of the &p ointment of both ;E_;EEEI_EE?:)
\s consultants on & per diem asis? Je J

1
rector of Procurement




MORGAN, Jerome John = Professor of Chemical Engineering
Columbia University
Homet 67 Selter Plate
Maplewood, New Jersey
officet Broadway at 119th Streeat
266 Chandler Laboratories
New Tork, New York

Sinee 1971 has taught the following Course at Columbia,
the details of which are copled from the catalogue of the

School of Enginsering.

Chemical Engineering - Fuel technology II. Petroleum.
This course is designed to supplement Chemical Engineering
© 165 but may be taken separately. The course treats im
s origin, and occurrence of fuels

winning, refining, and marketing
of petroleum and 1ts products., It includes discussions of
the theories of heat transfer, of fractional distillation
and condensation, and of cracking of hydrocarbons in thalr
epplications to refinery practice; petrolean and natural gas
as chemieal raw materials; oll ghales and other sources of
14quid fuels; and the utilization of liguid fuels.

Hﬂ“lt BeBey
M.S8., 19103 Pennsylvania State]
Ph.D., Columbis, 1919

Sonsaltant for American Gesoline Association.

Trots on Water Gas.
-l
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From the 1942-43 Bdition of WEO'S WHD

BROOKS, Benjamin Talbott, chemisti b. Columbus, Ohls,
12/29/85; s. Nathaniel Wilson and Rae (Sennders) B.i

Ohio State U., 1906; Ph. D., Gottingen U, 1912;

n, Sarah Osgoed, 1909; children - William Barker,
Margaret Benjamin Talbott, Robert Oasgood, Assistant
chemist Burean of Standards, 1906-7T; research chemist
Burean of Bclence, P.l., 1907=11; fellow Mellon Imstitute,
Pittsburgh, Pa., 1912-17; proefessor chemical engineering,
University of Pittsburgh, 1913~17; chief chemist
Commercial Research Co. of New York, 1917=18; consulting
practice, 1918-19; chemical engimeer, Mathieson Alkeali Works,
1919-2Y4; consulting chemist since 192%4; petroleum comsultant
to Venezusla since 1940, Maj)., Chemical Warfare Reserve,
U.5. WQ Member board visltors Ohlo State Uij 193 "
Member American Chem. Society (chairman, N. Y. Sect.
Amsrican Institute Chemical Engineers., Soc. Chemical
Industry (London), Institute Petrol, Technology (Londen),
Soc, Am. Mil. Engineers., Delta Upsilon, Phi Beta Keppa,
Clubst Chemists! (New York): Chem. Industries Club,
London,

Anthort Non-Bengenoid Hydrocarbons, 1922; Am. editor,

The Science of Petroleun,

Home: 014 Greenwich, Connecticut.

Office 11l East 12nd Street, New York, New Tork.

At present retained on problems periocdically by

The Texas Company
Shell 011 Company
gtandard Alcohol Company
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. TREASURY DEPARTMENT

1 PROCUREMENT DIVISION

1 oFFicE OF THE DIRECTOR WASHI

| November 17, 1942
J

VEMORANDUM TO THE SECRETARY:

There is submitted herewith the operating report

of Lend-Lease purchases for the week ended November 14,
1842.

The War Production Board has issued instructions
concerning the Controlled Materials Flan which is to
be operative January 1, 1943, and we are now working out
plans with Lend-Lease whereby the Procurement Division
will determine bills of material by the conversion of.
their products in terms of tonnage of carbon and alloy
steels, aluminum, md ecopper as is required under the
plan., It will also be necessary for us to maintain
control records according to the participating Lend-Lease

governments in order that the requirements may be within

the limits of ellocated eritical materials under the
Controlled Materials Plan.

_C1yfton E. Mack
{_Ifi/rct:t r of Procurement

—
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Treasury Department 2 -
pDivision of Monetary Hesearch

patdio¥s 17, 1942 9

Secretary Morgenthau

You may be interested in
glancing at what the Treasury Depart-
gent 1s reported to be doing in the
field of post-war activities (see

last page )s

MR, WHITE
Branch 2058 - Room 2144

W
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DEPARTMENT OF AGRICULIURE

Claude A. Wickard, Seoretary of Agriculture

The organizational unit concerned with post-war planning
{s the Interbureau Coordinating Committee on Post~iar Planning.
C. Smith, Bureau of Agricultural Ecomomics, 18 chalirman
of the Committee and the members are:

Sarmmel B, Bledsce, Office of the Secretary

Joseph L. Orr, Agricultural Adjustment Administration
Mordecal Ezekiel, Office of the Secretary

€. C. Farrington, Commodity Credit Corporation
Norman L. Gold, Surplus Marketing Administration
Charles E. Xellogg, Bureau of Plant Industry

Il P Willﬂn, Extension Service

E. Marsh, Forest Service
David Meeker, Office of Agricultural Far Relations
John R. Mohler, Bureau of Animal Industry
Melville Cches, Soil Conservation Service
0. E. Reed, Bureau of Dairy Industry
Motse Salisbury, Office of Informatiom
Ralph R. Shaw, Library, Department of Agriculture
Harry Slattery, Rural Electrification Administration
Louise Stanley, Bureau of Home Economics
Robert A. Walker, Office of Budget and Finance
C. W. Warburton, Farm Credit Administration
Ernest Wiecking, 0ffice of Land Use Coordination
Bormey Youngblood, Office of Experiment Statioms
James Maddox, Federal Security Agency
Leroy K. Smith, Federal Deposit Insurance Corporation

The Committee was origina
under the title "Interbureau Coordinating Committee on Post-
Defense Programs". It was organised pursusnt to the instructions
. of the Secretary of Agriculture &s set forth in the Secretary's

In this Memorandum, Secretary Wickard said
fear that a severe e¢cmomic

depression is inevl The

Department of Agriculture
belisve the country need n




Agriculture === 2

depression again. We visualize a postwar world in which we will
maks full use of cur man power and our resources for the benefit
of the American pecpls. We belisve it is possible to maintain a
national incoms greater than ever before in the history of the

nation.

"It i in this setting that the Department should make ks
contributim in planning for the kind of world we wish to live
in when the peace comes. If we plan soundly and couragecusly,
if we enlist the help of the greatest popsibls numbar of peopls
in making these plans; we can build an economy which will offer
everybody a falr chance for work and security. Planning for
this kind of future is part of the defense effort itmelf. . "

The Interbursau Committee has no separate appropriation or
allotment and operates by requesting mssistance from the regular
buresus and offices of the Department of Agrioulturs.

Through the Committes's work, the Department Ls glving
attantion to planning to meet problems which will probably be
cenfroating agriculture ismsdiately aftsr tho war and also in the
longer post—war perlsd. Consideration 18 being glven to programa
for physical resources conssrvation and development, productdom
and sarketing, sgricultural-industrial relations, rural housing,
health, rural electrificaticn, and cther problems. The members
of the Interturesu Committes work with the chailrmen of the nine
roglonal post-war planning committess. The nine regions and the
regpactive reglonal chairmon are as follows:

Hortheast Hsgion B. 5. Wlddaugh, Raglonal Buresu of
Agriosultural Eccnomics Hepresentative
Appalachinn Region Aichard E. MeArdle, Dirsotor, Appala-
chian Foreat Barvias
Scutheast Raglon Thomas 5. Bule, Reglonanl Conservator,
Soil Conservation Service
Midwest Reglonm (ladwin E. Young, Fegional Bureau of
Agricultural Economica Repressntative
Great Plains Haglenm Elmer A. Starch, Regiomal Coordinator
Bouth Central Heglom E. R. Henson, HRegional Coordinator
Bouthwest Interscuntain Maurice . Kelso, Vice Chalrman
Ha
Californis-Nevada Laurence I. Hewss, Raglonal Diregtor,
Reglon Farm Security Administration
Pasific Northwest Lyls F. Watts, Ragional Forester,
Region Forest Service

hgriculture — 3

The Interbureau Cozmittes on Post-War Planning has been
aotively cooparating with the Netlonal Rescurces Flanning
Board and other Federsl agencles concerned with post-war

planning.

The Committes prepares pamphlets from time to tims. One of
thess, s general Introduction, and two ptatemsnta on agricul-
tural-industrial relations have besn relsased for public
distribution.




EQARD OF ECONOMIC WARFARE

“ﬂﬂ P'.Ikh.r M“.ti" [Hrestor

The Reconstructlon Section, Louls Bsan, Chief, 1s ponosrned
with post-war planning for the Board of Economla Warfare.

Tha Board ls primarily a war Rgency and 1 chisfly ocecupled
at present with curreni war problems. Howsver, the naturs of
pany of the funotions of the Board is such that they munt b
planned on a long-term basis, continuing beyond the war period.

Exscutive Ordar 8839 of July 39, 1941, which sstablished tae
Board, states that it ahall be ons of the Board's duties to "make
investigations and advise ths President ono the rolationship of
sconomia defense,...msasures to poSt-mar seonomle reconatrustion
and on the steps to ba taken to protect the trade position of the
United States and to expedits the satablighment of sgund, pesce-
time international sconomic relationships®.

The Board's work is primerily in the iaternational fisld,
and is sarried on with the cooperatica of the Departaent of Btate,
the Federal Reperve Board, the puresu of Forelgn and Demastio

Commsrce, the Traasury, Lapd-Lanse, the War Production Board, and

othars working in w fislds.
Publications: Hone.




Mariner 8. Eccles, Chairman

The organisaticoal unit concerned with poat-wmr planning
{s the Division of Resesrch and Statistice of the Board, ia
which & post-war planning unit is operating under the disotiom
of ﬂTﬁH' Hansen, Special Econcmic Adviser to the Board of

Thlmkufﬁhmitmlhruﬂmﬂumnflﬂﬂ'-

.mqmrthut—nIplmnin:mmhruhnuiplﬂaf
the Division of Rosearch and Statistica,
» study end analysis of substantioliy
all satters relating to the stability of the sconcmy in genaral
and to the functicning of the finanoinl system in partisular.

Toa work is finm::dhrthlr:dunlnnmw-t-mth
urial way (without appropristion of public funds) as & part of
the recognized work of the Divisicn of Research and Statisties.

The particular phases of popt—war plamning undartaken thus
far arseid

1. Fiscal and monstary poliolasj

2. Overall survays of publiz investment programs, domsstis
and internationalj

3, Problems of Faderal-Stats-

ke Intar-Amarican and jmorioen-British &0

The stafl members af the Division of Hegsaroh and Statistlon
vin Hs m'

ad with post—war p
perloff. Dr. is in charge of

Anarioan-Br
of a developmental
probless of taxation.
of urban radaTelopnent
gtudies of fiscal
Harvey 5. Parloff
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is engaged principally in studies of Federal-Stats-local taxatiom,
of river valley and regional developmental programs, and of
transportation. Certain preliminary research programs have besn
completed,; ancng them studies of urban redevelopment and housing,
overall flsoal policles, Amerleasn-British and Canadian-American
soonomio and trade relatioms, and river walley developmant. On
the whole, thess programs are of a continuing nature and are ptill
in process. Studlies will also be made of other fislds of publis
investment locluding international development programa.

The Board oooperates with other agenoies working on similar
or complamentary programa by means of informal comsultation and
sollaboration. Such scoparation is partloulsarly close with such
agmmclen as the Hational Resources Planning Board, the Bursau of
the Budget, the Board of Econcmic Warfars;, the Bureau of Labor
Gtatistics, the National Housing igency, the Department of Agrioul-
tars, the Treamiry, and ths Departmsnt of Commerces. They are also
working in close cooperation with a pumber of non-governmental
ngancisa such as the Uplted Btates Chamber of Commerge, the National
Assoelation of Real Eatate Boards, the Hational Planning Asscoimtion,
and warious groups and individuals, notably David C. Prince of the
Ganeral Elsotric Company. 0Dr. Hansen is slso mn inforsal consultant
of the Hatlonal Repources Planning Board, ss,wall as being the
Amsrican Chairman of the Jolnt Esonomic Cobmittess of Canada and
the United Stataa.

Ho publications on post-war planning have been lssued by the
Board of Govermors of the Federal Reserve System; however, certadn
results of the Board's post-war planning work have been mads
avallable through other publications as follows: "Aifter the War —
Full Employment”, published by the National Resources Planning
BoarZ; "Britain's Trade in the Ppst-Far World® and "Urban Heds—
velopmant and Housing" which are Planning Pasphlets Numbers 9 and
10, respectively, of the National Plaming Associntionj "The Fedaral
Debt and the Future™ by Alvin H. Hansen and Ouy Greer, Harpsr's
magasine, April 19.43; "The 1942 Escnomic Tasks of the Post-War
World" by Alvin H. Hanssn and Charles P. Eindlabsrgsr in

Affairs, April 1342; "We Can Pay the War B411® by Alvin H. Hansen, Atlantic
Eopthly; Octcobar 1942, and "Tomard Full Utilisation of Uur Hesourossa®,

Fortung, November 1942, by Alvin H. Hamsen and Guy Oreer.

Japas Jonss, Seoretary of Commarde

Two units of the Buresu of Forsign and Domsstic Commerce

are sagaged in post-wsr plemning: The Intarnational Econoalos
imcs E. Tayler, Chisf, and the Mational Ecooomics Trit,

These ars both regular unite-of

mlnhmumlm:-inhhumtnrtﬂm
hrnlrdnntﬂhluﬂﬂulmm-urhmhhﬂm*nd

t ponaidaration of the broader problems
1t maturally follows tha il : ihe

ooomic relations in
of internationa. Safnot ( vant studiss inte the post-war period.

soope fall within the funatlons

the sors spsoialized

ticoal
of the Divisica of Intermational

of this Unit, as contrasted with
covered by the geographicsl unita
No individuals

cnal Esopomics Onit is 1o
Bush work at the present
Furthersore,




analysis of post-war markets for goods and Bervicas,
what extent these marksts will be expanded above the
pro-war level Lif we are successful in schieving maximum smploy-
This study on a national lovel serves as a
baokground for more detailed analypes of the markets for the
producta of particular companies, industriss, or ccmmunities. The

s sommnien, industries,
of the work is the relstionship of
the potential output of goods with
thus indieating the sxtent to which private
ssployment and the varying
. in the esveral post-war
pericds™ cn public works programs or other stimili, Ths relation-
ship betwesn the wolume of savings to be expected with a high lavel
utim_uﬂthwiwnfhﬁlﬁntmnm:tumnh-nmhh
level of production and consumption is alse being considered,

ce of consumer purchasing
En-m-&urwﬁ-hwl.tim. Over the longer range, there are

* problesms having to do with the conditicns
which business operates and how these ughthnhupdhwm
mmuunrunpmrww:mphﬂlmmt.

As stated above, the work in post-war
by the Internaticnal Econcmics Unit is .“.:I'm“ undertaken

muﬂmm-ﬁinhth-h:mntrmuﬂ
um-uninﬂnlhhunﬂmﬂ.thth!uﬂtﬁt
The Hatiopal Eoonomics Unit is giving considerable aid to business

mﬂnnhmlml-rupﬂlunin;hnu:thmmmmm
conmiltatican and th'uug' the recently organized Committss for

will be in & porition
contritution to high
walks of life

popsible changes in price policy or distribution methods, and all
of the internmal industrial developments which will bave an important
bearing on post-war marksts. In sddition to its work with private
enterprise, the Unit is cocperating with other agencies in the
formulation of Government policiss relating to post-war conditioms.
Other units in the Bureau, particularly the National Incoms Unmit,
are cooparating through developing data which, whils not prisarily
intended for post-war planning, are highly uvseful in this commec—
ticn.

Fublicaticmss

Memorppde and Articles

Bissall, Richard M., Jr., "The Anatomy of Publlic Spending®,
Fortupe, Vol. 25, Nos. § & 6, May & June, 1942.

The May article discusses implications of public spanding &s
& permanent peacetime policy and concludes that the policy appre-
priate to the years of the groat depression may by no means be
ralsvant to the situation at the conclusion of the war. The June
artisle outlines possibilities for postwar private investment and
consumption expenditures. Suggests possibllity that immediate post-
war problem may not be depression but boom.

WeCracken, Paul W., and Roose, Kemneth D., ®i Techniqus for

Ine—
Analysis of Private Investment Expenditures”, July 15, 1942.
hti.lrlmnltunt which is an initiator of changes in income from

investment which is derivative from income.
e i "The Table on

and Estimates
t Expsnditures for Selected Years, 1929-1940,
ﬁ;’a:t:;:w Year®. Msthods developed In preceding Teleasss on

privats investment sxpenditures used io pregont estimates of invest-

ment expenditures in & postwar year.

Addrespes
for end Problesms

Upgron, Arthur R. rpipeusaion of Prospects
of H-Ili'ﬂll:,in the Pnli-;nr Pariod®, Pregented at thea .JT*.&W
Bank Mansgement Conference in Hunr::,.t:n Hampahirs, 5
Rapr minor changes ]
Jlﬂrlg“:sﬁ“ :;I;m ::nnrlhh and unfavorabls factors affesting
business for the postwar period.




: "Postwar Planndng for Ameriean Industryw,

paper deliversd at the Midysar Convention of the American Marketing QFFICE OF COORDINATOR OF INTER-AMERICAN AFFAIRS
Associstion, Ann Arbor, Michigan, Juns 13, 1942. Discusses factors

which will detersine whether private business motivity will be

sufficlent to sustain the high level of national income flowing at
the end of the war.

Nelscn A. Rockefeller, Coordinator

! "Raw Materinls and Inter-American

Solidarity™,. Addresses deliversd at the Fifth Cklahoms International

12 Fonvies Gamments baasies S s el sy ARk, Repristed gy sy B et e o

leadership on the part of the United Btates promisss to promota o July 30, Eu'h.tt because of the importance of post-war planning

wore prospercus world after termination of hostilitiss if vigorous ::;rtﬁm":;ﬂﬂt to the program of the (ffioce, 1: e
hllnﬂ L] L]

tlon butgets ﬂ“:“hﬁ: Yomali o reciaw Sy are constantly in touch with the work being dome

fmoticns Hflee in "to
t "A National Program for Priwmte Buainass m“““mmuﬁﬁumumm
for the Postwar Years". Address presented at the Anmusl Mesting of forsulate, recommen tal and

sotlve uss of governmen
the Producers’ Council, Detroit, Michigen, June 23, 1942. Reprints “mrf“ul:'u::’wmfﬂm the oosmeroisl well-being of
avallables from the Producers! Counail, Ino,., 815 1&th Street, MN.¥., private fac ’ g", OSuch programs Are NeCeSSAT
Discusses opportumity and obligation of business the Westarn mw'ﬂ'lﬂ urr: over into the post-wer periocd.
to develop & postwsr program to take the place of war production. contiming na General Counsel, as direstor of the division

! Loclkowood
Bummarizes possible measures for aspuring the maintenance businsan Jobn. E. 2 sarch porta
of & high level of activity in the postwsr pericd, » respa. 8ible for Fes s .
the of ficer in chargs i
Livingaton, 8. Morris, "The Postwar Construction Market”, an the jrog 't 3 :“.p& in by tha Office

address presented at the Anmual Meeting of the Produsers! Counedl, D TEit v Sntarvove 8

Michigan, June 23, 1942. Reprints available from the as soparate E"&ir"ﬂ" program of the Office. by

, Council, Ine., 815 15th Street, N.¥., Waahington, D, O, i t to latin American countries include sush U
Analyses the major contribution which the comstruction industry can with respec ytiom in world trads, their im S antad
make to the maintensnce of full employment at high incoms levels at as thelr post-war pod trial development as

ircius
the conclusicn of the war, T"]."::_m of their health, education,

! "The Bullding Comstruction Indus and
Our Postwar Rational Economy®, an addrass Fresonted hurmhu'{-

Chicago Building Congreas, Chicago, I1linois Octob .
Emphasizes the ilpﬂ-t‘tl.‘nﬂﬂ'l:f mi.m; pra Aoy e: nE:-:- ﬁﬁmt
post-war problems; disscusses the probable post-war housing market.




TEDERAL SECORITI AGENCY

Prul V. MoNutt, Administrator

work of the Fedaral Security Agenoy
the Program Plasming Committes, of
George E. Bigge, Scelal
Board; Bess Ooodykoomts, O0ffice of Edusationj Aubrey

Willisms, National Youth Administration; G. Bt. J. Parrott;
Naticnal Institute of Healthj Charlass Taylor; Civilian Comssr-
yation Corpasj Mark A. MeCloskey, Defense Health and Walfars
Service; and M. L. Wilsom, Asslgtant Directer of Defanas Health
and Walfa—s in charge of putriticn. There are affiliated plan~
ning ccamitieses Fithin the wvaricus aenatitusnt organizations
of the Agencys

The Program Flanning Commlttes wal organized in July 1941
at the direction of the Fadoral Security pdninigtrator.

The work of tha Frogra= Planning Commlties involves the
conslderation of probleas of social pecurliy, youth, health,
sducation, nutriticn, and recreation.

gtaff assignments in the pona tituent

sads in aceordance with the projects undertaken.
ars not necasparlily BegT

5 BT, plans are hﬁf—luﬂ A
programi pm].‘.lr‘l-l‘t-l to the post-War
ttlptblt time if not provicusly put ints afTects
o followings

The ummmmwiqntwnﬂ-
mendad by the Fragident

The continuation in the demcbillsatlon paricd of a con=

giderable part of the aptivity of the Tnited Btatss

Employment Eervice

The expansion and ion of grants-in-ald prograns
oparating mndsr the various unita of the Agency
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Ravision of the rural hospital plan in terms of post-war
nseds

The program for prevention of stream poliution and the

of spanitary engineering work prepared in coopers-
tion with thes Hational Resources Flaoning Board

The developmsnt as a public health program of former
WFA projectsa of mine sealing and malaria
sontral

Orpganisation of & program of health sducation
Intagmtion of a nationalised school building program
Fromotion of sducation for special groups

A ppecial program worked cut in collaboration with the
Hatlional Resouross Plarming Board and othsr agencles working

tomurd sdusatiopal opportumity for men demobilissd from the
armed services and war industries

Expansion of programs of physical and vocational rehabili-
tation for disabled veterans and war workers

Contiruation of & recrsation program after the war
Btate-wide planning of library fecilities

The abore listed projects are in varicus stages of sompletion)
some have Deen motually formulated into propossd legilslation and
others are still in the preliminary or developmsntal stage.

The Committse is cooparating with the Mational Hesources FPlan-
ning Board, the Selsotive Sarvice Bystem, and othar agenclea
concerned with or interested in the programs msntionsd above.

Publications: "Planning Schools for Tomorrow®, Office of
Edusation (in preparatiom).

FEDERAL WOHES AGENCY

Maj. Gemeral Fhilip B. Fleming, U.5.4., Ad=sinlatrator

Two principal types of activity have chamscterized the
post-war ﬁm.lnﬁ work in the Federal Works Apency to date.
These include long-Tenge public worke programming, and planas
ourrently under way for post-war highmay developmant.

the suring of 1941 a project known as the Public
Work ;:wﬂaﬁlmﬂt up in ths Work Projects Aeinistration
under the joint sponsorship of the Fodernl Works Agency ﬁh-
the ¥atiopal Resources Flamming Poards BSponsorship was
drswn in March, 1942, and as of April 1 the project wmg taken

However, there was 1::r o

was to Bnsls
i{::q:} :ili::?m progrems of pegential pablic works to him
unilsrtaicen after the Wars Studies were mads in cooperat o
with State, county and eity afficinle of mmiwmﬂud-d -3,
of commnity resourcea cut of which mnnﬁinu a R
financed. At the peeic of cpertione sSa persons "
employed in the project, snd 2 States nnd nwu-:lﬂmrw
cities, towns, countles and other divieiops of 1 Eov

=ant were cooperating.

Funds for this activity were dlmtim;d ;gﬂhlr‘ P:;EﬁE.
and. mecordingly, the work of the Local Pu;'g nlu':r
, ing Office wae terminated ns of July <y e g
L s TOETenS Lo Agency o Fecuse
w41l not be posalble 10T s "
ric until ite muthority to
;:f!“::ﬂ. At the directlion of tha Fﬁul
in prepamation the draft of suggest
tn sffectuate this PP

[.
The Office of the E;mlﬂcmmlal l:; Eh{runp:;::.mm
Iﬂr i m Fl"ﬂml
;:cll LE::%:E- t:-Pnu Converaion and Tminent Domain in

Connection Therewith, Including mﬁ;rl ;ﬁﬁ;ﬁ i
soon be available in nimecgrap e Tty the
temploten laglalation in the apecisl

title.




DEPARTMENT OF LABOR

Frances Perkina, Bsaretary of Labor

tlon cn the activitles of the Division of Post-Har
wag not received in

Labor Problems, Departsent of Tabory
tims for publication. This report will be addad to the
directary as soon &8 possible.)

(Informa




The Merchant Marine dct of 1936 provided for fostering the
developnent and encouraging the maintenance of a United States
merchant marine”(a) sufficient to carry its domestic water-borne
commercs and a substantisl portion of the water-borne sxport and
import foreign commerce of the United States and to provide shipping
service on mll routas sssantial for maintaining the flow of such
domestic and foreign water-borne commerce st all times, (b) capable
of serving ms a naval and military auxiliary in time of war or
national emergensy, (o) osmed and cperated under the Toited Staten
flag by citizens of the United States insofar as may ba practicabls,
and (d) composed of the best-squipped, safest, and most sultable
types of vesoels, constructed in the United States and mannsd with
a trained and efficlent citizen personnsl.” Responsibility for
carrying cut this policy as stated in the Act rests with the Marl-

tims Commission. The Commission is primarily occupied at presmmt
in working with the War Shipping idministration on the wr-time
marchant sarine program, but many phases of this prograa hava
impartant post-war implications.

The studies and projects concerning post-war in
the Maritims Commission are generally soncentrated in the Division

of Economiss and Statistics, of wiich Hemry L. Dedmal, Jr., i8
Directar. The program of the Divielon at present consista primsrily
of making preliminary i outlining the scope of the prob-
lems to be met after th i is & broad
subject, involving both domestlc and international

the background work now being done must inelude o wide range of
subjecta, such as domestioc soployaent in ghipyards, smployment
abonrd ships, const-wise traffic and foreign trade.

In the domestic field the commission is considering the
problems of private shipping companied. The operating differential
pubsldy contracts with these companies have been paspanded during
the war dus to the gemeral requisition of wuopels and thelr opera~-
tion under the War Shipping Adminiptrat The Division of Economlcs
and Statistics is giving attention to th
developments affecting thess companiad.
given to the post-war implicatlons of present
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In the international fisld the Commission is considering trends
in the ghipping situation as a whole, post-war economic sahd commeroial
conditions which will affect sspential trade routes, the status and
compasdition of marchant flsets of the world, and probable opportunities
for ssploying Ameriocan ships in peace-time. The Commission is carefully

obgserving what other countries, particularly Allied and neutral countries,

are doing with respect to thelr merchant marines. For sxample, the
British policy inwvelves the pale of war-bullt shipe to priwate operators

in compensation for their losses and for post-war use, and the similay
transfer of such ships to their Alliss.

The Meritime Commission's post~war plans for shipping are
¢losely connected with thome of related Jovernment agenmociss. The Com-
migslon im also giving considsration to the probable influsncs on water
transportation of developmsnts in air transpartation, both passenger
and oargo, and the flelds in which sach is likely to be mont efficlent
in terms of types of cargo, geographical comsiderations, eto., and is

paintaining informal contact with the Civil Asronsutics Administration
in this connecticn.

Over the last twenty years the Maritime Commission mnd the
Shipping Board which preceded it have published statistical reporta
of United States ocean commerce and shipping. Marny of these reports
are now out of print. They are now being reviewed with a view to

the re-isgus of summary statistics cover s-war yasars,which will b
ngaful in comnection with post-war lhﬂiﬁ il & " ’

HATIONAL BOUSING AGENOY

John B. Blandferd, Jr., Administrator

timal Housing Agency wea sstablished by Executive Ordar
in r.mnrrm ﬁl.whz, bringing into one agensy the Office of the Admin-
tgtrator, the Foderal Homs Loan Bank Administration, the Feldarnl
Housing AMministration, and the Foderal Public Bouaing kuthority. :
Whila its P astivities are mot primarily relatsd to the post-
menit Iin 8o g8 housing and related fepllitles are oonoarmed; and
fuch deve £ is axtremsly important for poot-war JuIpones.

office of the Administrator

In the 0ffles of the Adminlatrator, wrben Wﬁfmm
e e i T e st
the Bassarch and Statistice DIV i -
:::: hd;.:l.nI:tmt-m under the authority of the Exsocutive Oridar.

hiin ogram a0 =

i ;t-ud.r % ﬁt;:: 1] FL:EME.:: ml::::. ﬂnlm;
pared, but no aposliic progr
tho -:‘E:-Ju.:t.iw- ip the dsvelopment of houaing prograns
of local govermment.

The Office of the Administrator in cooperoting ﬂﬂ:;‘:#ﬁr Fedaral
ppenoies such oo the :{;m g:::uf':u Pll;:mi:‘guﬁwﬂuu n; e mmnm-
Works Agemoy, and the T rve Beoard, .
ptitusnt cu*g;nimtlmu o the Naticnal Housing Agenay

Fodsrel Public Housing Authority

The Federal Public Hous of the Naticnal Hous-
Order three constituent units Fl funo~
ing n;:m:u gutrh;m is responaible for tha ﬁmrmmt;';:‘ii 23
tiong and dutles with Tuﬂpﬂlﬁtﬁziﬁntgz mj,t:::sﬂt-l;u Housing J.ut:nﬂt:
warious Federsl sgencies, ind tanl duration to sseis
which was crested 2o 8

local publis houning agencl
dwellings Tor families vho camno b
snterpripe. While the FrEA wes mt'nn b
it is now pdministering e
rubllic h;u.una progres, and Lise in eon0
i
{marily sngaged in this work are m Jay nhl:-ll,,
Chief M:Eﬂwmﬂ N, Blombsrg, Asaoclate Foonoist
2 ]

hus rl?ntlh-ﬂ‘l}r Sfor ?I-'lll-ﬂ

o paried, The Apanrsy
wrbas Jn.l'l-fdra

=il T
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The FTHA cooperates In the post-var planning atudles of the
Ooffics of ths Administrator and othsr sonstituent agencies of the
WEHA, the Puresu of Labor Btatistics, the Nationsl Resources Plarming
Board, and other (overnmental agenclss.

Esdersd flousing Admintotration

In ite housing cperations the Federsal Housing Administration
rocognitea the neceanity of studying the problem of urben redevelop-
mant. In such studies It 18 mecessary to take into connideraiiom
the fact that sxecution of any plans or programs for large-scals
robullding of oltles will have to be postponed until after the war;
conssquently the post-war planning the FEA 15 doing is espsntially o
part of its reguler plenning and research work. TFHEA 18 comcerned
¥ith tho malntensncs of a sound home mortgese merket and the improves
ment of housing standards. The regular oparations of ita underwriting,
technical, resmsarch snd statistics divlisions, end such special mtudles
as are undsriaken by plamning experts om Lte ataff, ere dircoted
towards this apd.

The chlef sdministrative officer responsible for post-wer plarming
1s Earls 3. Draper, Depaty Cosmilssloner, and the ataff working full or
part time on post-war problems includes Frederick Bigger, City Flonnar;
Paul Opparmann, City Flanner; Herbert 5. Colton, Attorney; cnd
Willies K, Witteunsch, Housing Economiet, with oceanionnl asgiotoncs
from asmbore of divisicns preovicusly mentlonmed.

Means for lmplementing plens are being studied to arrive at methods
of operatlon which will adapt FHA's mortgage insurancs activitlies to tha
work of the HEA in post-war activity.

An o conatituent agency of the MHA, the FHA hes cooperated with the
Office of the Adminlstrater, as well as other conatitusnt agenciss, mnd
hab taken part in speciel committes activities which included staff members
of the Netlonal Ressurces Planning Board snd the Federsl Hesorve Board.

Federal Home Loen Bank Administration

In keeping wikh the requirements of the several progrema in which
they are emgaged, the Fedsral Emme Lonn Bank Administration and its
component agenclem, the Fedsrel Home Loan Bank System, the Federsl
Savings and Loan Inmurance Corporaticn, and the Home Ovners Loon Corpo-
ration, maintain & contimuing atudy of comditicns in the fislds of
thrift and bome mortgage finsnce. Increaning attention is teing glven

l“im Howhing === 3

blems end opportunities of the post-war perled, and of
:;Tﬁmtim the Mministretion snd its agenoles and nmut:
pavings and loan mapoointions can make to the post-war m+wm
gpecial unlt has besn organized for this purposs, nor have any =
mjuctnufarumrnhwwumlmﬂmmrhmwm hul't.hu
conaidaration of post-war problems, progrems, and pol “:u
rurhmmwiudmbrthnﬂmhrluﬂuupunur normal

npﬂfﬂtu‘s Punotlon .

mibliceticns

The Division of Urban Studies of the OfTlce ::ﬁthe wtwt_
has published "4 Bibllcgraphy on Poat -War Emuiu.gw hu:m‘m u!'m'r.m
(Pulletin No. b), September 1, 1942. Abstracts have mads

mrrs pecant material.
s Handbook on Urban Redsvelopment for Oit
wvan published by the Fo

ton in the Ualted Statea®

jarsl Hegsing Administration in Novenbor 1351,




HATTONAL EESOURCES FLANNING BOAFD

m‘lﬂ- y . ".'I-l!.m:.ul “hairman
Mharles E. Merrism

Gecorgs ¥. Yantis

Charles W. Eliot, Director

planning work of the Hational Resources Flanning
of the whole staff of the orgenization. The
ion in the Director's 0ffice scts ns a central
a otalf and coopsrating agenolsa on post-war
planning. The Staff mesbers particularly concerned with direction
of the post-war sspacta of the Board's progrez ere Mr. Ellot and
the Assistant Directors, Thomas §. Elaledell, Jr., Frank W. Eerring
and Ralph J. Watlcine, and Luther Oulick, Consultent.

The legal foundstion for the work of the National Repources
Flanning Board is in the Fedsral Fmployment Stabilizatiom Aot of
1951, Thie Act gives to the Roard the responnibility to sdvise th
President from time to time about the trend of exployment and the
"sxigtonse or approach of periocds of tuniness deprecintion end un-
smployment”. The Act also states that it is the poliay of Congroe
"to arrange the comstrugtion of public works Bo far as practicable
in such & manner ae will assict In the ptabilization of industry
and employment through the proper tining of much construction, Am
to farther tiis cbjective thre shall be u.drm:;d ?lﬂfm‘bi in- -
sluding preparation of detelled sonatracticn plans of peblle war
by the uﬂutruct.:.m agenoles snd the Roard”, On the basis of thi
suthorization, and by reascn of ite scmtinuel conalderation of th
long-term aspects of the utilizstion of natiopal rescurces, tho
Board fram the bagiming of the defense emergency grveo attemtlon to
the problems that will follow the campletion of the War progras.

It organited a periea of sondatencoa of the ad=iniptrative hesds of
Feodoral agencles concerned with such problems. [In Novesber 1540 the
Beard wna reguastod by the Proaident to underiske o gtudy of vhat
was then called post-defense plasming. In n_:.:nnrumﬂ to the Board,
dsted Jamuary U, 1941, the President malls 1 mm glad to know that
the Hoard is procssding with the development of plans and proposais
for the post-isfanse period. These puﬁhv;ﬁ; ﬂfm;n;;:i imvolve
pdoral ageno poperation ¥ o BOVETTL -
iy Bt SR s hope &ll pracutive egencico of the

menta and private cltlcens, amd I s
ﬂﬂmﬂprvﬂ_l agsist you in correlating proposals for = conaid

eration”.

as a central clearing heeise Tor plamming nec-
4 intersat, mnd its gtudics cover prac-
eonferances with Foderal

The Board's rola
a yag It & Very baca
ﬂﬂmllrl“urﬂ :':.am. Through & series of




officlnla, stats amd local plamning agencies, Industrialists, labor
lenders, and professional groups, and with tha halp of opecinl con-
sultants, various sspects of the problem are baing explored, and
specifioc projects, committees, and studiss have besn st up. A
Fost-Wor Agends has been prepared to relats the work of miblic and
private organizations in planning for powt-war readjustments. Thare
is work undar way involving oooperative relations with Fedsral, pra-
gdonal, state, locel, mnd private agencles in the fialds of fisonl
policy, sclence and research, employment emnd sccial sacurity, hsalth
end sducation, urban redevelopment, energy resources, induatrial
location, transportation, land snd water rescurces, A program of
Fedoral works projecta lo mede Jointly with the Purssy of ths, Tudget,
and assigtanas given to ptatss and miniclpalities in ths rreaparaticn
of & ahelf of non-Fedaral works sultable for usas In tho immediats
poat-var pericd. The work of ths Committess on Tronaportation, Land,
Mnter, Energy Resourcens, Sclence and Long-Range Vork and Relief Pol-
loles in related clossly to the poot-var planning sstivities of Fslaral
departments vhoss reprasentatives sre mosbera of ths Committeca,
Through its regicnal ofices the Board is initiating n series of pro=
Jects to repars, with the msoistsnse of local, state and Fedoral fisld
Bgenoled, poot-wr plene for the conversion to posce-tims netivitias af
selsoted areas throughout the country.

In addition to thess soomorative aetivitien, many geotionn of the
Board are carrying on mpecifis Poot-war studies within the organizatien,
Exmples of current studies sro; the atudy of War-Tims Plomning for
Contimiing Full Pemleyment, an onalysis of consumer demands in terms of
8 poat-war sconomy of hish natieonal income, besing its ootimates on
probable post-war sconomic fectors, end mugeesting policies nacangary
to produce full employment at n high fncoms level; gtudy af problems
of the post-war adjustment of inductry, including poasibilitiss of Ban=
voreion to pemcetims produstien of apecifis war plants; and ntndies =5
the Urban Section dealing with urban rlenning procedures, with new forms

of government organization for matropoliten areas, ead wigh favation and
révenus in oitisa,

The Board's publications {naluds 6 pomphlet perles of whioh five
titlea, “After Defenbo--Whati", “After the War--Full Bepleyment”,
"Better Citiea", "The Bole of tho Hxinebuilding Industry”, snd "Post-
War Planning” tegsther with their annial report, "National Resourcss
Development, 1942" are now ayailahls, Other pemphlots and publieations
&rs in preparation.

Major Gensral Lewis B. Hershey, U. 5. A., Dirsctor

organisational unit primarily concerned with post-
wAT pllni:-l.l the Reemployment Division,of which Colonsl Lewls
m-- s El ‘-I' “ ﬂhinf.

tained
Authorisation for the work of this Division 1s con
in Beotlon 8 of the Sslsctive Training and Sarvice Ast of 1940,
approved September 16, 1940.

The Divisics was informally sstablished in Octobar 1940
and formally organised mbout Decesber 1, 1940.

The work of this Division includes both carrent and post-

blems primarily s war agency, but ite
foneticn ds ;m:.:n:;n:fn:dml;;l axtend into the pesce pariod. The
DMvision's programs deal principally with mm -;Iﬁﬂlﬂ ﬂ-ﬂﬂ'ﬂi“ vy
the occupational and educational background s peot oY
men in the mrmed services, to which are added their e
The Divisicn is also responsibls for setting up amﬂmiwtm
th:ummhftnhmdl-thlmnnrthunlmuﬂ:ﬂ .

st o assure the return of mem
prineipal objeatives of the Divisics % for them befors the date of

oIEaT gure employment £
1:l'l:iftils-nl-:l-ff n!lj.l.nn.‘:l.l.:.-gnluil:m|l n;mt: :I.u Armed Forces. This will %rrn;r:;mw
ther things, planning for damobilization in terme e
:mluz-t inl sertain locations and at certaln ti-:-;; e
will aperats wnder a decentralized systea through padium .E-l-lmnuul
voluntary t ooamittees affiliated with llﬂhthhﬂl" gt
ot g g mu“ﬂ:anrt.h:.:;d give them s perscanl
oontast ﬂ.ﬂ th:iilr'd-ﬂl sen assigned -t H;Plﬁ-'mf- m!:i-luj
thi Iilrn; both to dee mmm‘q 'Iﬂl‘:h_ Ao
hpmn. morals of the soldier family mﬂm el
Thmmi.l a definites perscn intereated in :::w" employnen
:ﬁ soldier,in place of the fsaling that the
nusber ih a vast card index.
also belng established at

Clsaring House Cosmittees ara e e
National, Stats and town levels. These Committess are
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represantatives of all important civis organisations,for the
purpose of coordinating their sotivities and through them
plasing the sntire comsunity behind those problems of ress-
ployment of returned members of ths Arwed Forces which are
difficult of adjustment through ordinary channels; or for men
for whom jobs cannot be found through the U. 2, Employment
Sarvice.

e of the funstions of the DMyvision is to act as a
coordinating and liaison agency between other Governsent depart—
ments and the Arwed Forces for the procurement of data required
by thess Departmsnts concsrning men in the servics, such as that
megulred by the Scelal Securlty Board in order to freeks umem—
playment benefita. The purpose of this is to minimise inter-
ference to the work of the Armed Forces by baving a singles agency
for requesting data, a singls point for specuring it and, as far
as possible, all reccrded on o singls form. The Ddvision has
aotive ooordination with the following agencissi: United Statea
Employment Service; Vetermns Adeinistration; War Departasntj
Burgecn Oeneral'’s 0ffice, War Departsment; Mavy Department;

Surgeon Gensral's Divislon, Nawy Department; Deparimeat of
Agrisulturs; Bursau of Labor Statistics, Departsené of Labor;
Bureau of the Census; War Manpower Commissionj Ameriosn Red Croas;
Hational Roster of Sclentifis and Specialised Personmel. Activities

are carrisd on through the regular operating offiolals of all of the
above menticned agencies.

Pablioatdone: Hone.

AR OF ETA

Cordell Hull, Secretary of Gtate

several divislons of the Depariment of Stats are soncerned
with post-war planning, in particular the Division of Special
Hesearch and the Office of the Geographer.

s Tivision of Special Research, of which Les Pasvolaky
is ﬂhilf.hil making studies in the fleld of intarnationnl H.'l.l-ti::ﬂ
ineluding the sconcmie, political and pocial trends to be taken ot
ascount in considering the probleas of the peacs. This mm:l:‘ <
gerves as ooordinating office for ths post-war plarning work
various other divisions snd commlttess within the Depariment.

fice of the Geographer ander 5. W. Bogge, Gecgrapher
of the h::g-nt:‘inﬂudn Rmong it-lrmt.irit.:lu the preparation of &
peries of world maps,
designed to visualize
ships. The principal phases of the R e foty tah

plenning sal resesarch, by arsas
ﬁ pr-plri.ugimﬁ?ldﬂl:lpi to inolude population distribution and

tion and
total population, and by langusges and raligions, transporta
uu-nfu‘t.iun nn;u and gpeeds, agriculturse, pinerals and mindng,
inanimate snergy, sod political geopraphy -

The Divisgion of Special Assearch cooperates with other

Fedaral agenolds working in the fisld of international relatlons,

gush as the Board of Esonomic Warfars, the
Amarican Affairs,

of the Geographer

of maps, for

and the Bursau of Mines.

Many statsments by off

wpmughnbmmh
Pﬁ&ullﬂ-:l.n. ,mth-thlfgumiu:

addr Assistant Secretary
"Business Works To Win The Mart, addrass ' <70~ P, eark 1ty
tional Dry Goods Asso &gt re

pddress by Mr. Leo
.omic Peace After the War®,
"I'h;‘ﬁhli;; :if?r:rthu Federal Council of the Churches of Chrdst

ch &, 1942
in Americs, Delaware, ﬂh!-m._llf i 7, 1942




Radio Address by Asslstant Secretary Berle in Commesoration of
the Second Anniversary of the Invesion of the Netherlanda,
Belgiom and Luxesbourg, broadcast from New York City,

My 10, 1942 — Pulletin, May 16, 1942

"Why Are We Fighting & For What®, address by Mr. Stanlsy K.

Hornbeck before the International Relations Club, University
of Morth Carolina, Chapel HAl1l, May 21, 1942

= Bulletin, May 23, 1942

Mesmorial Day address of Under Secrotary Welles at Arliugton
Hational Asphitheater, May 30, 1942

—  PBullstin, May 30, 1942

"Our Educatlon, This War & Essentials of Pedce", commencement

address by Mr. Stanley K. Hornbeck at Utah State JAgricultural
Collsge, Logan, Juns 1, 1942

-- Bulletin, June 6, 192

"Bullding In War For Peace”, address by Assistant Secretary

Acheson before the Institute of Public Affairs, University
of Virginis, July 6, 1942

-~ Bulletdn, July 11, 1942
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The Division of Tax Research is giving attention to the
long-run aspects of fiscal problems, particularly the need
for a Federal reverue system which can be readlly adjusted
to the mation's post-war requirements. The Divislon 1s alwo
coopereting in a study of Federal-State fiscal relations,
conducted by & temporary Committee on Inter-governmental
Tiscal Relations, appuinted by the Secretary of the Treasury.
This Committee is considering the cuestion whether the over-
all fiscal system is well suited to the attainment of such
non-figeal ends as full employment and meximum national in-
come. The techniques which may best serve to meet the probable
figcal responsibilities of the post-war period are being con-
gidered, snd complaints against lack of coordination in the tax
syetem cnd the remedies offered are being thoroughly reviewed.,
This work is under the dirsction of Farold M. Groves.

The Division of Monetary Research has represented the
Treagury on various inter-departmental committees dealing with
economic and financial matters, e:ch as the Trade Agreements
Committee, the State Depsrtment's committee studying posi-war
problems, and the Board of Economic Warfare, in connection
with the more specific and detailed study of exchange stabli-
1ization. The Divielon is also working with an inter-depart-
mental conmittee aseembled by Secretary Morgentheu.

Publications: None.
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TREASURY DEPARTMENT et !
INTER OFFICE COMMUNICATION : |

_ oarsNovember 17,1942 I
Secretary Morgenthau . ,;
Randolph Paul ]

Subject: French goods destined for North
Africa but stranded in this country.

Ags reported in my memorandum of November &, the North
African clearance arrangement under which the French Govern-
ment could purchase goods in this country for shipment to
North Africa was suspended on November 8. The effect of this
suspension wag to enable us to pass specifically on any pay-
mentes by the Vichy Government for goods to be sent from this
country to North Africa.

Information in respect to goods already purchased and
raadg for shipment was obtained by Foreign g Control and
has been made available to the Board of Economic Warfare and
the Office of Lend-Lease Administration. This survey indi-
cated that nearly $4,500,000 worth of French owned goods are
nov ready for shipment. A recapitulation of such goods is
attached hereto.

As you know, there was a bitter dispute in the Government
as to which agency would handle the provisioning of North
Africa, Apparently this issue has been resolved in favor of
the State Department and Lend-Lease.

Yesterday murnin% Lend-Lease informally requested our
i

assistance in having title to the French owned goods trans-
ferred to the Procurement Division, aﬂtinﬁ for Lend-Lease, in
order that such goods might be sent promptly %o North Africa.
The matter was discussed with Lend-Lease and the attached
letter was agreed upon, signed by Mr. Stettiniue, and trans-
mitted to the Treasury. Tga necessary instructions were
drafted to the Federal Reserve Bank of New York to issue a
directive license and the directive license was issued the
sane day, Under the terms of the directive license title %o
the goods will be transferred to the Procurement Division of
the reasury, acting for-Lend-Lease, ainst the HrittE?

( 2greement of Procurement to pay promptly the invoice price
thereof into an appropriate French blocked account.

A




Cotton Piece Goods.
Used Clothing . . . .

Condensed Milk. . .
Powdered Milk . .
Matches . . . .
DO & o v als

Halle . . + «

Copper Sulphate . . . .
Pharmaceutical Products .

T0DBCEO & s « s

Peruvian Sugar. . . . . . . &

Refined Sugar . . . « .

Total.

$2,784,288,72
320,593.90
11,300.00
127,u40,38
113,552.56
119,375.86
6T4.65
459,920.22
3,784.90
17,927.98
129,620.14
276,425.00

$]'1'.l 56‘”‘: Hﬂll" 31




OFFICE OF LEND-LEASE ADMINISTRATION
FIVE-FIFTEEN 22d STREET NW.
WASHINGTON, D. C.

November 16, 1942

I dear Mr. Paul:s

Neference is made to the poods and materials
located in the United States which have been purchased by
the French goverrment and which were intended for shipment
to French Horth Africa. It is understood that these goods
and materials are, or will be under the control of the New
York office of the French-American Banking Corporation.

Tou are informed that the lend-Lease Administration
has been directed by the President to furnish lend-lease aid
to North Africa, and, for this purpcse, desires to acquire part of
such goods and materials, The Lend-Lease Administration has
discussed this matter with both the Department of State and
the Board of Economic Warfare, and those agencles are being
kept advised of all developments., In acquiring such goods
and materials, the Lend-Lease Administration will use the
facilitiese of the Division of Procurement of the Treasury

Department .

It is requested that Foreign Funds Comtrol facilit:ata
such acquisition by the issuance of a directive license under
Section 5(b) of the Trading with the Enemy Act, as amended,
to the lew York office of the French-American mmdnJ Corpora-
tion, directing immediate transfer of title to such goods and
materials to the Division of Procurement of the Treasury !]epa_rt,-
ment, acting for the Lend-lease Administration, azainst the
written agreement of the Division of Procu:rmaikt to pay promptly
the invoice price thereof into an appropriate I:-“r'anﬂh blocked
account, to the extent such materials are acquired.

Sincerely yours,

- E‘I:-Et-tr niu.a, Jri

Honorable Randolph Paul
BU? F
sTaves Acting Secretary of Lﬁ Treasury




mmm i mwm

zm M_

E
muumm mu:.u mm
m .mm & mmmu:
m Mmm Em

Pk m“mmmm

Control fasilitate
license undar
Bincerely yours,

Trading with the Enemy Aet,

.
]
3
|

M
e
m
:
B
2
3

Bllﬂ;ﬂﬂ‘h}nf‘lhl

guaah

account, to the extent such materials are asquired,

the inveloce




November 16, 1948
MEMORANDUM TO THE SECRETARY:

This noon the Lend-Lense Administration requested
us to take over certain supplies purchased by the
Vichy Government (piece lﬁld;; garments, foodstuffs,
medical supplies, eto.), totaling approximately $6 millioenm,
which property is now in the custody of the Foreign Funds
Control.

In cooperation with the Frozen Funds Control, doesu-

ments are now being obtained from the Frenmch-American
Bank of New York City and immediate action will be taken
to forward the supplies to shipside for shipment te North
Africa,

Clifton E. Mack
Director of Procurement




Treasury Departmant
Division of Monetary Research

Nov. 17, 1942

To: 3acretary Morgenthan

from: Mr. White

Appended are memoranda on the Hanseatic
Leggue and the Bavarian Palatinate.

Neither the League nor the Palatinate seem

to constitute the kind of political organization
which is helpful to what I gather is in your mind.
Since you have indicated an interest in

the matter, I have initiated a report on the

B Colenial question which will provide a basis for
, scussion and possible recommendation as to how

the problem might be handled. Unless I hear from
you to the contrary, we will go ahead on the report
and I'1l bring it to your attention when enough

has been done to warrant your consideration.

H.D.W.

{
|
l
‘
{




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
pate November 16, 1942
1o Mr. White
FROM Mr. Snider
sub jectt Tne Hanseatle League.

SUMNARY

The Hanseatic League was an economico-political organization

I of German commerclal towns guaranteeing to lts members the en-
{
{
!
L |

joyment of trading facilitles obtained by the League. The Leagus
which was not deflnitely formed until 1358, had 1ts genesls in
the mercsntile enterprise wilch began to flourish in Northern
curope at the end of the Medieval periled. In the twelfth and
thirteenth centuries, cltles -- the most formidable of which was
Lubeck -- began to apring up glong the Beltlc as centers of trade
with England and the gcandinavian countries.

The primary purpose of the Lesgue of clties was to protect

and further the commerclal interests of the clities' merchant
‘: citigzens. Before the League {tself was formed, GErman merchants

enzaging in trade l1n England or Flanders were organized into
zuilds, and those who mede commerclal VOYy&ZES in common formed
s Hansa (1.e., & company or fellowship of individusals) of thls
guild, The firat German merchants in England, those from
Cologne, wWere accorded privileges by the English and granted
legal status as the Cologne Hanse. when merchants from other
terman clties, particularly Hamburg gnd Lubeck, penetrated into
England they were also treated as henses of thelr particular
native cltlies, untll toward the end of the thirteenth century
s uniform legal status Was eatablished in @ndlnnﬂ for all :
Germen merchants, who had ccmmon rights and dutles and a join
establlishment at London.

- d into a
At first, the German merchents were organize .
universlitas, which had a numbar of independent pranches, but
gradually The clties came to De the centers afxurganlzatiun.
By 1358 the term hansa was ased to designate tne assoclation

of certain towns on the coast and inlend which were interifgad
in maritime trade in the paltic asnd North Seas, When ln 13
tic privileges gbroad becams de=

n one of the tawna of the hansa
Pﬂnd‘nt - ﬂitizﬂnﬁhipdiattainad its definitive uhnracﬁar.

teutonica, the Lesgusé ha 1Lt : .
The prIinaaea ﬁbiiinaﬂ by the Leagu® thrn%%nnaz Eggiiﬂieiﬂgha
trading area compriaed freedom and security of tra o

In
wis a8 well &as customs rebatés.
e & o tﬂansaatic merchants were allowed

es ‘in the export of undyed cloth, and

the enjoyment of the Hansea

England, for inatance,
certain customs privileg
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elsewhere thelr trade was often entirely free of duty.
particularly in citles such as Bergen and Novgorod where

they were permitted to establish themselves asz Individual alien
merchants they received the privilege of autonomous jurisdic-
tion within thelr settlement. It was because the Low German mer-
chanta in the thirteenth century became the first and socon the
indispensable link between Flanders: and England in the West and
tne Baltlec coast In the East that they were amble to wring these
concessions from the western towns and countriea which they
served.

The exact identity of all the towns belonging to the
League is difficult to determine because of its nature as a loose
and fluid economico-political alliance rather than a pollitical
union with fixed territorlal boundaries. A town acquired the dis-
tinctive characterlstic of a Hanseatlc city by obtalning for its
citizens the right to enjoy commerclal privileges abroad; and
this right might be at any time granted, withdrawn or renounced.,
Hence, although it 1s customary to sppak of seventy-seven Hanseatic
towns, the mumber enjoylng Hanseatic privileges at one time or
enother was much grester., Itwas, however, a fixed rale that
only towns with German populatlon could joln the League. From
Lubeck, slways the undisputed leader, and the so-called Wendish
towns grouge d about 1t -- Wismar, Roatock, Stratsund, Klel,
Hamburg and Luneburg -- the line of Hanseatic citles extended
along the coast through Pomerania end Prussia to the Baltle
states.

periodic Hansa dlets were held to settle the ma jor problems
of the League, but partleipation in them often entalled heavy coat
and was enacted only from the larger towns. In addition, there
existed locel assemblies, such as the Frusslan town diets, to
which all the Hanseatic towns in the territory sent representa-
tives. The councilors of Lubsck presided over the dlets and
conducted sll the correspondence of the League. .In the intervals
between sssemblies Lubeck was the recognized spokesman of the

other towns.,

The internal political orgenization of the towns which

were members of the League was based on the sconomlic and soclal
predominance of the m&rﬁhmt class. It was the trading activi-
ties of the merchants which were responsible for the economlic
importance of the towns and 1t was in the merchants' hands that
the wealth and peolitical power predominantly rested. MNunicipal
government irn the citles was 30 orzanized that the members of

ne governing councll were recrulted from the wealthy, and those
who lost thelr fortunes concomitantly lost their polltical power.
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In their domestle polley the counclls neglected no means
of tightening the bonds by which the merchants held the artisans
in subordination to thelr intercsts., The achlevement of their
object involved llttle difficulty in view of the artisan de-
pendence upon the commerclal class through the lattem ownership v
of resl estate. The homes of the artisans and work shops and
their market stalls were at first owned outright by the familles
of mercantile eantrepreneurs and later with the same result were
controlled in part by the councils: Those who manufactured for
gxport -- shoe makersa, coopers, amber workers =-- ware aven more
immedis tely subjected to the merchanta,

As & natural reflection of the hegemony of the sticcessful
merchants, the councils bent all thelr energles to the promotion
of trade. Toward the end of the thirteenth century, they began
to pursue an unscrupulously progressive forelgn pollecy. The
Lubeck merchants invaded Norway and opened 1t to world commerce.
kWhatever ultimate benefit their activity may have conferred upon
Norway, the immediate effect was to force 1t at the risk of
antagonizing the formideble power of the leader of the hansa to
accept the commercial dlctatorship of Lubeck and te yield to 1%t
unguestioned ecntrol of the princlipal artleles of export, dried

 godfish end butter. Not content with the ingenlious system by
which i1t preserved and developed 1its indispensable posltlion In
the exchange of Eastern raw materlals for the finished producta
of the West, Lubeck thus set 1tself to selze also the North-

South routes.

=

By the latter part of the fourteenth century, the aggrea- ’
sive activities of the Lesgue had bejun to decline and 1t
concentrated thenceforward upon preserving the econcmlc md
politicel position it had slready achieved, Several factors
were responsible for the decline of the Leagus. One cof these
was the emergence of commerclal competition; for example, in
the latter part of the fourteenth century, England which had

formerly sent its wool to Flanders to be manufactured began to
meke the cloth itself and sought 1ts own markets on the Baltlc.
As & result, Bruges the chief western ocutpost of the Hanseatlc
syatem lost impertance. jnother factor was the Pﬂ““ﬁﬂ mg;lr!-
ment of the early modern perlod which was characterize 3231 e
emergence of national states and gradual *:n:.‘i.!lhl;raf1 nfi%:cmmﬂ-
dependent politlical suthority. By the end of the I‘i gh o1
century, each of tlie numerous small principalitiaamnit @ ::aai
Romsn Empire was endeavoring to deprive the towns : atga

of the independence which had made the Pﬂrtiﬂlp&tiﬂn n 4
League possible snd to aubordinate them to 1ta own E.nv?rnman .
Until 1E_gg the Hanseatlic towns, necause of thelr superlior

4 litary re-
olitical erganization, still possessed greater mi
Euu:-nua thunEthu prinnipalitiau._ put in the fifteenth century
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sane of the towns were forced to sever connection with the
League

Te gradual elimlnatlon of thelr monopoly of trading
activities together wl th the internal polltical dissension
snd externel political pressure lesd inevitably to the downfall
{ the hansa. The catastrophe was postponed until the sixtesnth
century when the Scandlnavlan countrles, scon followed by
England, officlally ebollshed the Hanseatic privileges. This
action amounted to no more than the formal declaration of s
fact long recognized, that Europe no longer required the
Hanseatlc merciants as middleman., The last Hanseatle dilet ﬂ&,k
whlch assenbled in 1169 brough to Lubeck only the representa-
tives of Hamburg, Bremen, Danslg and Brunswick,

A fuller aceount of the history of the Hanseatic League
is contained in the attached memorandum.




The Hanseatic League

The Henseatlc League, or the league of the citles van der
dudeschen hense, was an economico-politicsl organization of
German commerclal towns guaeranteelng to its members the enjoy-
ment of trading privlleges obtalned by the league. This organi-
zation was not definltely formed as a lemsgue of citles until
1358, Before that time the term hansa (Gothle, 0ld High German
end also the Latinized form; Low German, hense; Middle High
German, hanse) deslignated a company or fellowship of individusls
rather than of citles., It came into genersl use in northern
Eurcpe at a time when mercantile enterprise was conducted by
groups of merchants traveling with thelr wares from market to
market and it evolved in connection with their status in the
places which they visited. Thus the German merchants engaging
in trade in England or Flanders were organized Iinto gullds; and
those who made commerclal voyages in common formed & hanse of
this gulld. The first German merchants in Engleand, those from
Cologne, were sccorded privileges by the English and granted
legal status as the Cologne hanse. When merchants from other
German citles, particularly Hamburg and Lubeck, penetrated
into England they were also treated as hanses of thelr particu-
lar native citles, until toward the end of the thirteenth
century a uniform legal status was established 1n England
for all German merchants, who as the mercatores de hansa
elemanie had common rights and duties and a jJoint establish-
ment &t London called the Guildhell, later the Steelyard. 1In
the following century the English and Nerweglans used a col=
lective term, mercatores de hansa theutonicorum, not merely ’
for the Germans In England but for all the German merchants
trading outside of Germany, whether in England, Flanders,
Scandinavia, in the Baltic states or in northwest Russla.

Such & development was the more natural, since at this tlme
all these mepchants were sctually organized into & universitas
communium mercatorum exclusively for natlves of the German, or
Holy Roman, Empire. The universitas had its headquarters on
the island of Gottland in the Baltic and a number of local
branches, the most important next to the Guildhall belng at )
Bruges, Bergen and Novgorod. Thess pranches were iﬂﬂﬂgﬂgdﬂg ;
this was true, for instance, of the DBruges branch uﬂti 521’
when 1t found 1tself in difficultles with which 1t was une al
to cope. Representatives of the German clties most 1mmad%§tﬂ ¥
concerned intervened in its affalrs. In this connectlon therse

the name
ocours for the first time in 1358 the term hansa &as _
of the association of towns o the coast and 1nland from the lower

Rhine north to Riga, Reval and Dorpat which w&?e 1ntaraaEEdF:2
marltime trade in the Baltic and North seas. When in 13 th
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enjoyment of the Hanseatic privileges abroad became dependent
upon citlzenshlp 1n one of the towns of the hansa teutonica

the league had attained 1ts definitive character anad Ihe ferm
hansa its final meaning. The privileges obtained by the

Tesgue throughout lts foreign trading ares comprised freedom
and security of traffic for the citizens of Hanseatic towns

as well as customs rebates. 1In England, for instance, Hasnseatie
merchants were allowed in 1350 certain customs privileges in
the export of undyed cloth, and elsewhere their trade was often
entirely free of duty. Particularly in cities such as Bergen
and Novgorod where they were permlitted to establish themselves
as individual alien merchants they recelved the privilege of
autonomous Jurlsdiction within thelir settlement.

The pecullar positlion of the Hmeeatlc League can be ex-
plalned only in termsa of the economle role which the towna of
the Hansa had come to play in European life. The emergence
of thls role in ita turn depended upon the condltions prevalling
in northern Eurcpe in the twelfth century. During thls century
Germans of all trlbes and callings begen to migrate acrosa the
Elbe-Saale line, the previous sastern limit of German civiliza-
tion, and to take up their sbode, usually with the consent of
the Slav rulers, in the sparsely settled 3lav territory beyond,
where they cleared the forests and broke the heavy scll which
had defied the primitive agricultural implements of the Slavs.
At this time there already exlsted in western Germany, in
Westphalia and along the lower Rhine a highly developed town
life, The dominant soclal class in these towns conslsted of
merchants engaged in foreign trade who hed penetrated across
Schleswiz to the Baltic coast traveling on forelgn shlps, for
the Baltic was still a Scandinavian-3lavic lake, and thence
to Novgorod on Lake Ilmen, & famous fur mart sought by
Seandinavians, Greeks and even Arabs. When the German colonlza-
tion in Slav lands began, these commercial ploneers, fully
aware of the prizes to be won in the east, plunged into it with
"i"iﬂl:lr'. It was they who rﬂ,ﬂll? founded and built the eastern "
towns, receiving in their enterprise the protection of the loca
rulera, Lubeck, the first and most famous settlement, was re-
founded in 1158 under Henry the Lion, the great Gualphlprince,

A line of citles sprang up in the twelfth and the earis a
thirteenth century -- Visby on Gottland, Riga, Dorpat an 4
Reval on the esstern coast of the Baltic -- all polnted towar

the magnetic market of Novgored, while the southern rim at the

dotted with other German towns,llke
same time and later became B Refef penustul

particularly the natives

' i Z the German
of Gottland, who had formerly plied that region,
merchants aéquirad economie control of the Baltlc. (ne factor

ture of thelr
rea ible for their speedy success was the na £
mungg?;al Ergznizatian, which was modeled on the old German plan

Wismar, Rostock, Stralsund and Danzlg.
competition with the peasant traders,

-
h-.
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and thus directed toward the sole purpose of facilitating foreign’
trade; another was the fact that the Germans had developed a craft
pecullarly adapted to the carrying trade, the E“EE“ with 1ts
capacious hold for cargo. Western Germans from Cologne, Soest, Q
Dortmund and Munater joined those from the newly settled eastern
towns in explolting the Baltic trade; and the centrally located islan!
of Gottland became the seat of the sll German universitas, which
preceded the Hanseatle League. The significance of thls monopoly

was that 1t enabled the Low Oerman merchants in the thirteenth
century to become the firat and scon the indispenseble commercial
1ink between Flanders and Englhnd in the west and the Baltic coast

in the east and to wring concesslions from the western towns and
countries which they served. Flanders in particuler, overpopulated
end more highly industrialized than any other region of Europe, &g
was so dependent upon the grain end raw materials of the east -
that rather than jeopardlze 1ts supplles 1ts towne and rulers
willingly granted extenaive privlileges to the Easaterlings, as

the Hanseatic merchants were called in the west., England, then

g producer of raw wool for the use of Flemlsh weavers, also

favored them above other merchants.

The transition from the universitas of German merchants to
g league of Hanseatlic cities Took place about 1300 under the
leadership of Lubeck, which occupied a crucial position in the
Hanseatic trade route; at this port the eastern wares left the
Faltic to be transported across the narrow isthmus of Holsteln
to Hamburg and thence to the weat., Its leadership among com=
mercial towns was due also to the extraordinary political
sagaclty and energy manifested by the council of Lubeck in the
face of great difficulties. The geographical position of Lubeck
devolved upon it thes formidable task of protecting Holstein
against the sputhward push of Danish imperiallsm. By capturing
Holstein the Danes would have completely crippled Hanseatlc trade,
for they controlled The Sound between gecandinavia and I}ﬁnmarkﬁ
which was the chief water passsage fram the Baltic to the Nort
Ses, and had this control further fortified by the possesaion
of Skane, the southern tip of Sweden., So important for the :
political destiny of the Hansa were the relations with Dnnmnt tﬁ : ,’
that practically its entire forelgn policy revolved abou llnﬂ
problem, Following its formation of & eoalition Ihiﬂhdriﬂﬂ e
the Danish imperialistic wave ocn the field of E-::rrnhﬂ; ® e
Holstein in 1227, Lubeck pursued a continuously bri 1::; p“ ¥
of alliances, which eventuated in 1ts officlal recogn 21;1 ’
the leader of the Hanseatic citles;, Because of this pos on ,

combined with its constantly growing economic importance as

s able at the
the center of the east-west trade route, ?:::3]::'":115 clalms

end of the thirteenth century to silense TOTOT o f . 1 merchants.

of the Gottland universitas to hegemony

temporarily
The development s delinitive Hanseatlc League '“a frzuh

tury
impeded at the beginning of the fourteenth cen
Daﬂinh 1;Tﬂl1ﬂn, Ehinh Eulipud Lubeck's power until after the
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death of the Danish king Erik Menved. But by the latt

of the uuntur'g Lubeck had completely rucﬂvargd, and mu:hl:nﬁ‘“.
following 1358 the league was organized not as a political and
military alllance tut as an economico-political assoclation,

The league rose to the proud apogee of its power
almost as soon &3 the work of arganlj:.'sftiun had bgan cafxﬁatﬁ‘um“
as the result of the brilliant termination of its first great
military test in the Danish waras of the 1360's. To mest the
aggressiveness of the famous king Valdemar Atterdag a great
number of the Hanseatle cities formed a specilal political alliance
nown as the Cologne Confederation of 1367, which under the leader-
ship of Brun Warendorp, burgomaster of Lubeck, concluded the
second of the wars with the triumphant Treaty of Stralsund.
The political victory was slgnalized by fhe terms of the treaty
providing that Denmark relinqulish to the amllled citles for a
period of fifteen years two thirds of the very important tolls
from Skane to Helalngborg on The Sound, that this indemnity be
guaranteed by the cession of strong castles located on The Sound
and that the citles be awarded & veto power in the choice of
Valdemar's successor. Economically the treaty resulted in the
guaranty snd extension of the lesague's trading privileges abroad.

The exact ldentity of all the towns belonglng to the league
is difficult to determine because of its nature as a loose and
fluld economico-political allliance rather than a political union
with fixed territorial boundaries. A town acquired the dlstinctive
characteristic of a Hanseatic city by cbtalning for 1lts citlzens
the right to enjoy commercial privileges abroad; and this right
might be at any time granted, withdrawn or renocunced. Hence,
although it is customary to speak of seventy-seven Hanseatle
towns, the number enjoying Hanseatic privileges at one time or
another was much greater. It was, however, a fixed rule that
only towns with German population could {oin the league. From
Lubeck, always the undisputed leader, and the so-called Wendlsh
towns grouped about it -- Wismar, Rostock, Stralsund, Klel,
Hamburg snd Luneburg == the line of Hanseatlc cltles extended
along the coast through Pomerania and Prussla to the Baltie
states. Tn Frussia Danzig, Thorn, Elbing and Konlgsberpg were
the most important; but the activity of the Teutonlec Enights,
who not only had created a network of commercial towns throughout
Prussia but as an order were engaged in mercantile &nt&rprl*ﬂ.ﬂa
and were shipowners on a grand scale, had made virtually the -
entire land dependent upon the Hensa. Riga, Reval, I’ﬂr'lé'ﬂt g—“b
Pernau were the principsl towns in the Baltic states with VisDy
or. the Baltlc Sea itself, Stockholm and Halmar, the df‘-"ﬂlﬂPmaﬂt
of both of which was connected with the foundation of German &
towns on the Raltic, were, al though locsely, a.i‘filiall;adwith i:l
league; at least in the fourteenth century Stockholm i}cﬂm&r‘c
Interests are scarcely distingulshable from those of the Hgnia,
In the Par west certain tomns of the province of Gelderland in

{
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inat 1s modern Hollend belonged to the league and many towns
along the lower Hhine from Wesel to Kampen and Zwolle. The
teader of thl s group was Cologne, In Westphalla besidea the
Importent cities of Scest, Munster and Dortmund there were a
grest number of tlny Hanseatlc towns and villages. The league
elso had many members lnland in lower Saxony and Brandenburg
the lower Saxon towns finding thelr outlet to the sea ﬂ:lrﬂugﬁ
rremen. Others like Cracow and Breslau were located still
more remotely inland,

Periodic Hanse dlets were held to settle the ma jor problems
of tte league, but participaticn in them often entailled heavy
cost and was exacted only from the larger towns., The latter
gerved as representatives of the smaller towns in thelr reglon, -
n addition there existed local assemblles, such as the Frusslian k-#
town diets, to which all the Hanseatlc towns Iin the terrltory
sent representatives, Invitatlons to the Hansa dlets came from
Lubeck, whose councillors also presided over the dlets and
conducted all the correspondence of the league, In the Intervals
between assemblies Lubeck was the recognlized spokesman of the
other towns. The league had no permanent periodlcally recurrent
revenuss., The cost of embassies was covered by individual clties,
while the expense of malntsining offices and factoriss in foreign
countries was defrayed out of fees pald by Hanseatic merchants
who used them. For extraordinary expenditures such &s those
entailed by war speclal import and export duties, celled
poundage, were imposed on ship cargoes. e regleter of such .’
duties, introduced in 1368-71 to pay for the cost of the
Denlsh war, constitutes at present one of the most valuable
sources for the study of mediaeval commerclal hilstory.

In Hanseatic history two great stages can be distinguished,

the period when it was dominated by the drive to expansion and

that of stagnation snd decline. The fIrst may De dsged from

approximately 1150 until the Treaty of Stralsund, During th;

fipst century of this early Hanseatic period, while the merchants

were still carrying their wares from port to port and sharing

e riske' o fobelon tavel Wb b g TN S i
rise was mo aLe F

:ETiii?slﬂﬁiaiitiﬁt:EEut 1250 the compulsion became individuallstle

and for the next hundred and twenty years there Was manifested

an unrestrained quest for private gain far surpassing that

evidenced at any other perlod in Hanseatlic history. The new

stimulus to commercial actlvity was provided by th“hihQF%EH

accompanying the introduction of w riting, which enable 2

t basis, Instead of being
merchant to operate on an efficlen e ha i el g S

forced to undertake trading voyages

1250 onward could and dld establish a central nffin:‘an with
Skaivekamere or Fomtor, from which he condncteq oVa E8R2 T0 oy g
211 the Eowns in the sphere of his interests by means o© Ii e
documents. At the central office he maintained & bookkespling

been
; les of these early books have
33:::?éaﬁfm‘§§:h3§pfﬁgﬁﬁht.ar aasistants, partnership contracts
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and agreements with commission agencles were introduced and
grew cons tantly more common, widening the potentilalities of
commerclal activity at the same time that they made 1t more

complex.

During this perlod the cltlzens of the Hanseatic towns
who aspired teo wealth, power and prestige had to seek them
through the avenue of commerclal success; profit from real
estate held only secondary attractions. In general whoever
failed t o explolt the commerclal lnnovations as they presented
themselvea became submerged beneath the stratum of homlines
novi. Merchants like Bertram Mornewech (d. 1286), whose, for
the time, astounding fortune 1s attested by the fact that hils
widow was able to purchase 1n the form of annultles real estate
agquivalent to about 1,500,000 modern marks, had a dominating
positien in Lubeck by 1300. They ruthlessly bought out the
descendants of the old Lubeck mercantile ellte who had prematurely
retired to living on their incomes, S8ince munlclpal governmet
in the Hanseatic clties was so organized that the members o
the governing councll were recrulted from the wealthy, those
who lost thelr fortunes concomitantly lost their polltical
power., This identity of political and economic responsibility,
which placed the towns under the political leadership of ita
most enterprising citizens, helps to explain the vitallty of
the Hanseatlc League.

As & natural reflection of the hegemony of the successful
merchants the councils bent all their energles to the promo tlon
of trade, Toward the end of the thirteenth century they began
to pursue an unserupulously aggressive forel gn pellicy. The
Lubeck merchants invaded Norway and opened it to world commerce.
Whatever ultimate benefit their activity may have conferred upon
Norway, the ilmmedlate effect was to force it at the risk of
antagonizing the f ormidable power of the leader of the Hansa
to ascoept the commercial dictatorship of Lubeck and to yleld
to it unguestioned control of the principal articles of export,
dried codfish and butter. Not content with the ingenious
system by which it preserved and developed lts indispensable
position in the exchange of eastern raw materials for the :
finished products of the west, Lubeck thus set itself toc selze
also the north-south routes. It acquired a monopoly of the
rich northern fisheries, of the herring Irom Skane as well as
of the cod from Bergen. For a while sll of northeastern Europe
depended upon the salt which the Lubeck merchants brought from 1
Luneburg. With their fish they exploited the southern r:.m;:km;arn
market as far to the east as Prague and beyond the Alps, ng
full advantage also of such poutes into the Cerman 1nta§tu€ uﬂd
that through Frankfort to the upper Rhine region, to Eriurt &n
later even to Nuremberg.
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- In thelr domesatic pollcy the councils neglected
of tightening the bonds by which the mrﬂhmtﬁ held t;: e
artisans in subordination to thelr interests., The achlevement
of their object involved little difficulty in view of the
artisans' depsndence upon the commercial class through the
latter's ownership of real estate, The homes of the artisans
their workshops and their market stalls were at first owned
outright by the famillies of mercantile entrepreneurs and later
with the same result were controlled in part by the councils,
Those who manufactured for export -- shoemakers, coopers,
gmber workers -=- were even more lmmediately subjected to the
merchants.

The Treatyof Stralsund marked the beglnning of the pericd D
of stagnation and decline becsuse by this time the Hansa had E
already exceeded the limits which 1t could easlly maintaln.
It is the sign of & high state of politlical development that
[ubeck clearly evaluated the growlng forces of reslstance
sgainst the league and, renounclng a policy of further expansion,
concentrated after 1370 entirely upon preserving the positlon
slready achleved,

part of the danger arcse from the emergence of commercial
competition, In the latter part of the fourteenth century
England, which had formerly sent its wool to Flanders to be
manufactured, began to meke the cloth itself. Unlike the
¥lemish, the English ecloth producers sought their own markets
on the PBaltiec. As a result Bruges, the chief wesatern outpost
of the Hanseatic system, lost importance. gimul taneously the
"hay salt" obtained along the western coast of Francs acquired
a more extensive market in the Baltle regilon, impairing the
value of the Hanseatlic monopoly of Luneburg salt, These two
developments were less ominous In thamselves than because they
contributed to the increased use of the UTmlandfahrt; that ls,
the direct water route from the North Sea Lo e paltic around :
the Jutlsnd peninsula and through The Sound, Of all the leaguels
problems this deflection of traffic fram Lubeck constituted "
the gravest. As the power controlling The Sound Denmark E;;nu ;
inversely as Lubeck suffered. It became the much sought T
obliging ally of the league's other rivals, first of the Eng ;dl
and then principally of the Dutch, whose paltie trade grew rapldly
from the fifteenth century on. Lubeck was, however, “f:“n i
successful in supervising and confining the voyages of the Duten,
untll her valiant efforts to do 80 and her political powsr

finally collapsed in 1535.

after the Treaty of
sive dlsruption of the

A variety of converging factors

strelsund resulted also in the progres
internal unity of the league. The problem of The Sound, for
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instance, wore an entirely different amspect for Lubeck and her
neighbors on the one hand and for the eaatern Hanseatic towns
on the other, The latter had much to gein from the increass
of the all water trade in the Baltlc and could hardly be ex-
pected to deplore the entry of Lubeck's English and Dutch
competitors. With the stagnatlion of eastern colonization,
attributable in part to the havoc wrought by the Black Death,
the estrangement became further intensified. The old ties
which blood relationshlp had cemented between east and west
grew slack, and local Intereats began to teke precedence over
those of the league,

The momentous changes in the political structure of
Europe accompanying the transltion to the modern era had a
perniclous effect upon the Hansa, whether they be ¢onsidered
from the polnt of view of the emergence of national states
outslde of Germany or from that of the slmultaneous virtual
disappearance of the Holy Roman Empire. The first gave new
and ever more portentous strength to the league's rivels.

At the end of the fifteenth century the English bourgeciale
and monerchy united in promoting an aggresslive foreign pollcy
azainst the privilezed Hansa; & simllar development took
place in the Scandinavian countries, while behind the Dutch
merchents was arrayed the impressive power recently acquired
by the house of Burgundy. Although in any case an organlzatlion
sc loose as the Hansa must have eventually succumbed te these
forces, the lnevitable result was hastened by the fect that
each of the numerous small principalities 1in the Holy Romen
Empire was endeavoring to deprive the towns in 1ts area of

the independence which had made their participation in the
league posaible and to subordinate them to 1ts own government.

Until 1400 the Hanseatlc towns because of their superior

political organization still possessed greater milltary
resources than the principslltles; the supremacy of thelr >
fleets on the sea, their commend of artillery and of merce

naries, rendered whatever campaigns the princes hazarded futile.
But in the fifteenth century they met with less Euccasa.l S0
proud a clty as Stendal was forced along with all thaigﬁniﬂe
Henseatic towns in Brandenburg to sever connectlons with 1
league, At the same time the towns remaining in the ?EPlDH ng
Hanseatiec circle begen to be rent by }nternal uiasanst?na.ne
Confllcts between the merchants and the counclls, on Lhe zd ;
nend, and the craftamen proteating against what they cons riiﬂzad
an unjust distribution of the tax burden, on the Dﬁher.rﬁntlﬂ'
their political vigor. Commercial competitlon grew “”,i".}gm ’
more intense and less managesble durlng the century.
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Huremberg, whose commercial prosperity was rapldly increasing
during this perled, organlized separate connections with
Flanders and Antwerp in the west and Posen, Latvla, Breslau
gnd Galicle in the sast 1t terminated the Hanseatlc monopoly

of the exchange of Flemlsh cloth for eastern furs, In despera-
tion the league resorted to a serles of petty measures sgainst
1ts rivala, multiplying obstacles in the way of merchants who
were not cltizens of the Hanseatlc towns and inaugurating an
equally xenophoblic policy iIn steples. These measures so far
defeated their intention that they caused Nuremberg to make
retallations, in the course of whlich Lubeck was superseded by
Lelpslc as the Intermedliary in the fur trade. Anocther declalve
factor was the rupture of Hamburg with the league and 1ts con-
currence in the establishment of a branch within 1ts walls by
the English Merchants Adverturers.

The fact that the Hanseatlec League could maintain a
brave front ln the face of these events was due primad ly
to the effectiveness of 1ts diplomatic leadership, which con-
tinued to be suceessful. After every solid economic support
of the league had decayed, 1t enabled the Henseatlec merchants
to reap the frults of the achlevements of thelr daring an-
cestors. The catastrophe was postponed until the slxteenth
century, when the Scandinavian countrles, soon followed by
England, officially abolished the Hanseatlc privileges. But
this sction smounted to no more than the formal declaratlcn
of a fact long recognized, that Europe no longer regquired the
Hanseatic merchants as middlemen. The last Hanseatlc dlet
which assembled in 1669 brought to Lubeclk only the representa-
tives of Hamburg, Bremen, Danszig and Brunswick.

Thus the downfall of the Hansa is to be explained anFirelg
by developments within Europe. Contrary to the fraquagtli&
repeated hypothesls, the powsr of the league had been broken

te to
before the discovery of America and that of the sea rou
Indla began to manifest thelr effects. Af;er the uintgryfuf
Iberian commercial monopoly they led to a great rev vawh?ch
trade in the Baltic, but i1t was Holland not the Hansa :
profited, The Hanseatlc towns were affected by the discn:ﬂriea
only to the extent that they found some compensation for thelr
loss of the northern trade in traffic with Spal TRt
however, at a time when they wersa bereft of all po b
importance and were playing a minor role in European €co

life in the shadow of other powera.

%]

ain. This occurred,
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For centuries the Hanseatlc League had succeeded in
welding northern Europe lnto an economic unit, although
one which never attained complete homegenelty. Its work
was primarily but not entirely economic. Even today the
aspect of the towns from Soest to Dorpat, par ticularly of
thelir churches and town halls, testifies to the extra-
ordinaerily close cultural bonds forged by the league. The
blood relationshlip of the populatlons of these citles has
endured through the centurles. From the lower Rhine to the
Baltic stetes the Hanseatic merchants spoke the same Low
German tongue., As the leader Lubeck naturally had the most
Impressive church, the Marlenklrche, which served as a model
for numerous churches in the east, Lubeck's position as the
carrier of g1l important civilization to Scandinavie and the
Baltlc states is proved by the large number of altars of
Lubeck origin. In turn Lubeck itself owed much to Flemlsh
but later to High German influence. Lubeck, Hamburg and
Aremen were received into the German Empire as free citlies
by virtue of thelr Hanseatle origin., The administration of
these citles retains to this day the characteristic features
of the Hanseatliec constitutional form -- the senate and the
governing burgomaster at the head and alongside them the
representation of the cltizenry. The Hanseatic tradition
wes also a contributory factor in the creatlon of the free
state of Danzlg after the World War.

"ritz Rorig, Encyclopaedia of the Soclal Sclences.

(Underscored phrases in the text indicate those 1n italies.)

(
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Jeographlical Foslition

The Bavarlan or Rhenish Palatinate (known Iln G rman as
pfalz) 1s & territory of some 2,300 squere miles on the left
bank of the Rhine. It 1s Jjust north of Alssce aml west of
Haden.,

Barly History

The Bavarlan Palatinate, like the south Ihineland ln general,
15 the ancient venter of Germaen civilization., Because of 1ts
coographlicel position, between strong states which wers formed

both in Freance and in Germsny, the Palatinate has been repeatedly
subjected to conquest and devastatlon. Followlng the scceptance
of Calvinism by the Palatine Elector in the 17th century, the
ares was devastated by the Spanish and Baverlan asrmles. AMter
the Treaty of Westphalia (1 ), the Palatinate -- an anclent
center of civilization == was little betfer than & degert. A
further devastation of the Palatinate took place wien i?twaﬂ
evacuated in the 1690's by Louls XIV; the devastatlon effected
by Louis XIV 1in the Palatinate has often been regarded by
historians as oneof the great crimes of hlstory.

The name Palatinate has no very meaningful signiflcance
from & modern point of view. In the Cerolinglen Empire, the
title of Count Palatine was conferred upon high judicial and
administrative of ficlals exerclsing wide pewers of soverelgnty
in the name of the Emperor. Such powers were conferred mos &
often to Counts resident on the fringes of the Emp.re. Ihe
t1tle has been hereditary in the Bavarian Palatinate frop a“rfi;:
In the Holy Roman Empire, the Ccunts Palatine werse independen

Electors.
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Division of Monetary
Research

Recent Histery

The citizens of the Palatinate enjoyed no special privileges
until the French Hevolution. FPOllGlca emoCracy in the eland

Ts of French origin.

By the end of 1793 the Palatinate territory west of the Rhine
was all in French occupation. The invaders di1d not meet with a
hostile reception -- at such eities as Speyer they were warmly
welcomed -- though the periocd of military ocecupation witnessed a
decline in their peopularity. In 1798 the Rhineland was divided
into regular French Departments, the Palatinate territory being
chiefly in the Departments of lMont Tonnerre and the Bas Rhin.
The laws and institutions of revolutionary France were introduced
and the old feudal prlvlileges were abollished., French became the
officlal languasge, and Instructlon in the schools was given in
French. There can be no doubt that the Rhlneland, and especlally
the Rhenish Palatinate, galned much from the French regime, and
when 1t came to an end "the change wasa viewed by the inhebltants
with indifference, if not with active dislike".

Since 1816 the Bavarian Pelatinate has been governed as a
province of Bavaria. With the formation of the National
Socialist unitary state (Einheltstaat) in 1953, the significance
of the independent existence of the province came to an end.

The Palatinate, and the southern Roineland in genersal, no
doubt retains some trace of the basic liberalism of 1ts earller
history, but that historical survival 1s of little lmportance
under current conditions, It does not provide a basls for any
current policy with regard te the reconstruction of Germany.

A more detslled aceount of the history of the Palatinate
is attached.




THE BAVARIAN PALATINATE

Geography of the Palatinate

The Bavarian or Rhenish Palatinate (Pfalz) 1s & territory
of some 2,280 square miles on the left bank of the Rhine,
which has formed part of Bavaria since 1B15. It lies between
lj8o571 and L9°L48' north latitude and 795' and B030!' east
longitude. The province i1s bounded on the north .by the
Hesslan province of Rhenlsh Hesse; on the north-west and west
by Rhenish Prussis; on the south by Alsace; and on the east,
across the Rhine, by.the Grand Duchy of Baden.

Apart from the small sections in which the boundarles,
other than the eastern, follow the courses of rivers, they
colnelde with no natural or raclal dlvisions.

Political History

(1) Introductlon

The Bavarlan Palatinate is s portion of the anclent
Palatinate of the Rhine, the history of which goes back to
the time of Hermann, Count Palatine of the Rhine from 945 to
966, The title 'Pelatine' was originally given to offlclals
of the Court of the later Homan Empire, and it came to be
employed in & number of different signlficatlons., Under
Cons tantine 'the Great 1t was applied to the troops statlioned
near the capital; and his successors in the Eastern Emplre
used it to describe offlcers engaged in the administration of
the finagnces and of the Crown lands. The term was glven &
further variety of slgnifications by the Heruvingiaq and
Cerolingisn scvereigns, who conferred the title of Lﬂunt' A
Palatine upon high judieisl and adminiatrative officials; an
the form 'Paladin' commemorates itas literary assoclations with
the times of Charlemagne. Out of these varlous uses tharei
emerged the general significance of a personal representative
of the soverelgn entrusted with speclal powsers; and, ﬁ?iﬁt in
natural development, the term was extended tu_thﬂ di:hr G e
which these powers were exercised. Thus, in the ten dﬂﬂﬂ ¥
we find Counts Palatine in Bavarla, Suabia,ﬂﬂaxu?F; &ﬂ ir ine
Lorraine, as well as in the Rhineland. In Davalia gn A
Rhineland, the Counts Palatine became the actual Pﬂqifﬂtg
the districts; elsewhere they continued to be subordins
representativea of the BEmperor,
1imited functions. The offlce became her )
to the dlssolution of the Holy Roman Pmplre in
continued to enjoy what had passed Into a mere

axerclaing d efinlte and
editary and, down
1806, Pfalzgrafen

title.




(2) The Rhenish Palatinate

In the Zhineland alone, the title of
the highest dignity held b;jﬁhﬂ ucrrttaﬁlufazﬂﬁeigiigineI:&H
was conferred by the Emperor Frederick I upon his hul%-hrathar
Conrad, who made Heldelbery the capital of the Palatinate, \
Conrad's successor was hls son-in-law, ienry, & son of Henry
the Lion, who, ln a dynastlc struggle which followed the death
ol the Emperor Henry VI, supported slternately the rival
claimants for the Impsrlial throne. His line falled after the
death of hls son Henry in 121l; and the smperor Frederick II
conferred the Palatinate upon Otte, an infant son of Duke
Louls I of Favarilas, who, 1t was agreed, should marry the sister
of the late Count Palatine. The Palatinate was under the
direct rule of Loulas I of Eavaria until 1228, when 0Otto's
minorlty came to an end. By this date, the Falaetinate was
recognlzed as one of the electoral di_nitles of the Empire.

Otte succeeded to the Duchy of Eavaria in 1231, and
neld 1t, along with the Pslatlinate, untll his death in 1253.
His sons, Louls and Henry, after & Joint rule of two years,
divided the inherltance; and the Palatinate, along with
Upper Bavaria, fell to the lot of Louls. Durling the later
Middle Ages various changes and divisions of these territorles
took place, the Palatinate proper becomlng known as the Lower
or Rhenlsh Palatinate, and Upper Bavarla -- wlth whilch it
was, generally speeking, comblned -- as the Upper Falatinate.
Divided among the four sona of Rupert III, Elector Palatine,
on his death 1n 1410, the Palatinates, including the Duchy
of Simmern, were re-united in the course of the filfteenth
and sixteenth centuries; but the Duchy of Zwelbrucken
remained independent till 1799 (see below, p. L). The
Reformation introduced a fresh source of trouble and division,
&3 the Elector Palatine, Frederick III, adopfed the Protestant
faith, and attached himself to the Calvinistic persuasion.
His sreat-grandson, Frederick V, under the influence of his
mother, & daughter of Willlam the Silent, snd of his wife
Elizabeth, daughter of Jsmes I, took the Protestant side, to

his own destruction, in the Thirty Years' War.

(3) The Palatinstes in the Seventeenth Century

The ssventeenth century was & hrahﬁc pericd 1in the niﬁtnrf
of the Palatinate. The acceptance ol tnse Bohemian Crown by
the Elector Frederick V in 1619 was quickly fﬂll?wﬁd b? aps
loss not only of Bohemia but of the Palatlnate, WOk a8 £
devastated by Spanish snd Bavarien armles. 5y t?e i
Prague (1635), the territory and the electoral d¢$n-t} were
alike declared te have been forfelted Dy the femily Dimilian
Frederick V. By the Treaty of Westphalls ‘15“53' f:i Louis:
of Baveria restored the Rhenish Palatinate to (har !
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son of Frederick V, but retalned the Upper Falatinate, which
hed been s eparated from Bavarla since 12535, A new elesctoral
dignity was crested for Charlea Louls. The restored Palatinate
was little better than a desert when he entered into his in-
heritence. It was only beglnning to recover when a fresh
series of calamltles began. 1In splte of a marrl age alliance
between hls daughter, Charlotte Elizabeth, snd the Duke of
{rleans, the Elector Charles Louls joined in 167l the coali-
tion formed by the Emperor Leopold I to resist the aggrundize-
ment of France under Louls XIV; and In the same year Turenne
devastated the Falatinate,

(L) 8Struggle wi th Louis XIV

In 1679 Louis XIV obtained definlite possesslon of the
town of Landau, over which France had acquired undefined rights
by the Treaty of Westphalia., Landau, though sltuated in
Paletine territory, was a Free Clty of the Empire, but had
belonged to the Palatinate from 1331 to 1511. Charles Louls
died in 1680, ard his son and successor, Charles, expired in
1685, leaving the Duchess of Orlears a3 the last representatlve
of the Simmern line. The succession to the Electorate passed
to the descendants of Wolfgang of Zwelbrucken, who had pur-
chased Neuburg and Sulzbach in 1557. Wolfgang's eldeat san,
Philip Lewis, had become Duke of Neuburg, which was separated
from Zwelbrucken and Sulzbach; and 1t was Phllip Willlam of
Neuburg, the grandson of Philip Lewls, who in 1 8% was recog-
nized ss Elector Palatine. His father, Wolfgang Willlam,
had secured the succesalon © the duchies of Jullch and Berg;
snd these possessions, along with Neuburg, wers united with
the Palatinate. Louls XIV did not miss the opportunity of
asserting the pretensions of the Duchess of Orleans, and in
1688 he made thnls claim one of his pretexts for the invasiaon
of Germmy. His firat step was the congiest of the Palatinate.
This was oasily achisved, but the changes in the political
situation brought about by the fall of the House of Stuart
and the accession of Willlam of Orange to the English throne
rendered it necessary to evacuate the territory. Louls Tn%in 2
the evacuation the occaslon of the devestation of the Falatinate,
which 1s one of the great crimes of history. Heldelberg,
Marnheim, md the free cltles of gpires (Speyer) ﬂﬂﬂtgﬂﬂggﬂat
were sacked, and the whole couniry was ravaged. By Etiun J
of Ryswick (1697) Louis XIV obtained pecuniary ccmpenss
for the sbandonment of his claims on the Palating e.

d fled before the
The Elector Phillip Willlam, who ha :
French invaders, died at Vienna in 1690, The Neuburg branch

of the family were Roman Catholics; -end under the Elector
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John William, son of Philip William, there was considergble
persecution of the Calvinlsts of the Palatinate until, in
1705, Prussia Ilntervened on their behalf., At the outbreak
of the War of the Spanlsh Succession, the Elector John
William jolned the Grand Alliance; and troops from the
pPalatinate, pald by English subventions, served under Prince
Eugene. The country suffered from French invasions, es-
peclally in the campalgn of Villars on the Rhine in 1707;
but the Peace of Utrecht left John William in possession of
the Lower Palatinate, Neuburg, Julich, Berg, and Ravensteln.
John Willlem died in 1718, and was succeeded by his brother,
Charles Philip, who died in 1743, leaving no male heir,

His deughter, Ellzabeth Auguste Marlia, had married Joseph
Cherles Emmanuel of Sulzbach, descended from a son eof

Philip Lewls of Neuburg. Thelir daughter, Maria Eligabeth,
had married her couslin, Charles Theodore of Bulzbsach, who
succeeded 1n lThE to the Palatinate and the other possessions
of Charlea Phlllp.

Unlon of the Palatinate with Bavarlis and Zwelbrucken

In 1777 Charles Theodore succeeded to the Electorate
of Bavaria, with which the Palatinate wasz unlted. A fur=-

ther reunlion of the territorles which, in the thirteenth
century, had been held by Otto of Bavaria took place on the
death of Charles Thecdore, without heirs, in 1799. The
succession passed to a branch of the Zwelbrucken line,
descended from Lewls, Count Palatine of Zwelbrucken, son of
Stephen, Count Palatine of Simmern and Zwelbrucken. The
Zzwelbrucken terrltorles had been divided In the sixteenth
century into three pricipalities -- Neuburg, Zwelbrucken,
and Birkenfeld, We have already dealt with the Keuburg
branch., The Zwelbrucken branch became connected wlth the
kingdom of Sweden by the marriage of one of its members to
the dauzhter of Charles IX of sweden. On the death of the
Flector Frederlck Lewis in 1681, Zwelbrucken passed to his
cousin. Cherles XI of Sweden, and from him to Charles XIIl.
From 1718 to 1731 it was held by the Elector Guitgvifthnut
Samuel Leppold, a grandson of Cherles IX. He d : vit
heirs: and Zweibrucken was united with Birkenfeld, L0
rulers of which were descended from Charles, Fnugg;a hu?
of that Wolfgang of Zwelbrucken who had purchaaatl gl - 2
in 1569. The Duke of Zweilbrucken and Count Fala niazinn
Birkenfeld in 1799 was Maximlllan Joseph. -Hls aigﬂ :

a8 Elector of Bavarlas united the-Territorial c%a Ea o
Bavaria, the Rhenish Palatinate, Neuburg, Sulzbach,
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sweibrucken, Birkenfeld, Julich, Berg, and Ravenstein,

The history of the Palatinate in the elghtesnth cen-
tury is chlefly the dynastic record Just given. The pros-
pect of the succession ef the Sulsbach line to the Palatl-
nate had led Prusaia, before the dlfth of Charles Fhillp,
Rlector Palatine, in 1742, to e¢laim' the rewersion of
Julich and Berg on the extinction of the Neuburg family.
Negotlations for this purpose between Prussla and the
gmperor wers connected with the acceptance of the Pragmatle
Sanction; and Prussia also made an arrangement with France,
intended to secure Julich and Berg. It was thus possible,
and at cne time probable, that the the death of the Elector
Charles Philip would be followed By a war in which the
pPalatinate must be inveolved. But 1t happened that Charles
Philip survived both the Emperér Charles VI and Frederick
Williem T of Prussia; and by the date of his death Frederilck
II of Prussia had abandoned his claims on Julich and Berg
for those on Silesis, which he had already selized, The
Elector Charles Theodore joined, in 174k, the League of
Frankfort, organlized by Frederick II of Prussia to re- °
establish peace on the basle of Frederlick's retentions of
silesls; and throughout the War of tne Austrian Buccessicns
he remained a partisan of Prussia and France. After the
Diplomatic Revelution of 1756, he Jolned. the Franco-Austrian
alliance, and in 1757 sent 5,000 men from the Palatinate
to support Maria Therssa, The eircumstance that the
Palsatinate was on the side of France from 174l to 1763 pre-
vented its suffering greatly in the conflicts of that
period, for the campalgns only occasionally touched the
Elector's territory. Another possibility of confllct was
sconnacted with the ambition of the Emparor Joseph II to
obtaln for Austria the successlion to the childless Elector
of Bavaris, Maximilian Joseph, to the detriment of the =
Elector Palatine, Charles Theocdore. For some yeara be ii .
“the death of Maximilian Joseph in 1777, diplomatic nego & &=
ions were in progress for this purpos®. Gh“rlagtghauiﬂrﬁﬂ
was slsoc childless, and had no wlah to preserve Hhi Sh'n
of the Zwelbrucken branch of his family; and after A
succession to Bavaria he continued the nﬂ“ﬂtiatingad'th
the Emperor, But Frederick II of Pruasia, supporte es ;an
zwelbrucken claims; and the War of the Bavarlan iﬁgﬁPE;ﬂ-
broke out in 1778. It was short and desul tory,

t t of
tine territory was not involved, A later g:;:?f: was also

hange the Netherlands for
gg;;fg %% ;;u:iin:nﬁhd by the date of the d&athdéf Charles
Theodore in 1799 the whole situation had changed.
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(6) French Administration of the Falatinate

The Palatinate wes involved in the early campaigns
of the Revolutlonary Wars; and by the end of 1793 the
Palatine territory west of the Rhine was in French oc-
cupatlon. 1In 1794 the Allies tried and falled to recover
it. The Elector made an armlistice with the French in
September 1796, but he refused to accapt the terms of the
treaty whlch was offered; and, when Maxmilian Joseph of
Zwelbrucken succeeded in 1799, he joined the Second
Coalltion, in aplite of a danger from Austria Scarcely
less. grave then that from France. After the defeat of
Hohenlinden in 1800, Maximillan Joseph had to acquiesce in
the cession of the left bank of the Rhine to France by the
Treaty of Luneville (February 1801), and was promised
compensation at the expense of the Empire. This compen-
sation was secured in the following August by a separate
treaty between Bavaria and France; and in 1805 the Elector
took the tltle of Klng, and his troops fought on behalf of
the French beth in 1805 snd in 1809,

These events, however, affected enly Bavaria proper,
and not the Palatinate, which with the Elector's otherp
terrltorlies of Zwelbrucken and Julich had been annexed to
France in 1801, and had been under French administration
since 1792, or, in parts, 1795. The invaders did not meet
with & hostile reception -- at Speyer they were actually
welcoméd -=- though the pericd of military occupation les-
sened the popularity of the French., In 1798 the Rhlneland
was divided into departments, the Palatine territory being
chlefly in those of Mont Tonnerre and the Bas Rhin. The
laws and Institutions of revolutionary France were intro-
duced and the o¢ld feudal privileges abolished; but the
adminlstration waa much less satisfactory than the legis-
lation, and the Rhine provinces asked that they might be
constituted into French Departments., Thls was done in
1802, and a relgn of order begen. French became the
offielal language, snd instruction in the schools were
glven in Prench, though German did not entirely disappear
from elementary education. There can be no daubttthat the 4
fAhineland, and especially the ghigiahigaasaﬂtig,nﬁﬂéggd mue
from the Napoleonic regime, an en cam
'the ch:nsﬁpwaa ?1ﬂwﬂd5hﬁ th inhgbitants with indifference,

1f not with active dislike'. Lf

%ﬁ H. A. L. Fisher, Napoleonic Statesmananipsz Cermany,
o

ndon, 1503, p. 373.
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(7) The Palatinate After The Fall of Napglecn

The Palatinate did not suffer in the later Napole
wars until the campalgn of 181l. After Napoleon's ibdlngc
tion in the spring of that year, its destiny was decided
by the first Peace of Paris (181k); the arrangement never
came into operatlon, but is important at the present moment,
The general principle of the treaty was that France should
be limlted to the frontlers and possessions hald on January
1, 1792. These possessions included, as we have seen, the
Tormer Free Clty of Landau; and, in these clrecumstances,
concesslons were made in order to consolidate nationsl
territorles. :

The rest of the old Palatinate, which had been in-
cluded in the French Departments of Bas Rhin, Mont Tonnerre,
and Sarre, was, by an arrangement between Bavaria and
Austria, to be restored to Bavaria.

The arrangement about Landau was nullifled by the
Treaty of November 20, 1815.

(8) Bavarian Administration

The arrangement between Austrlia and. Bavaria, con-
templated by the Tresties of Vienna, was made by the Treaty
of Munich in 1816, with certain stipulations which were
annulled in 1819, when a strip of territory was given to
connect Bavaria with the Palatinate. Since 1816 the
Bavarian Palatinate has been governed as a province of
Bavaria. It includes the twe anclent Free Citles of Landau
and Speyer, and also part of the small principality of
Leiningen-Hartenburg, on the left bank of the Rhine. The
history of the Bavarian Palatinate 1s thenceforwerd indis-
tinguishable from that of the kingdom of Bavaria. A
Constitution was granted by Maximilian I in 1818. Under
Lewis I'(1825-148), while the King was under the influence of
Jesuit advisers, there was a political reaction, accompanied
by religlous repression. When the Jesults lost thelr in-
fluence there was a short period of internsl trouble, fol-
lowed by the revolution of lEhﬂ and the abdication of Lewls,
His son, Maximilian II, sllied himself with Austria against
Prussia, and aimed at making Bavaria the leader of a league
of the Rhenish States, and enabling her to hold the balance
between Austrias and Prussia, He died in 1B86l, and, under
his son Lewis II, Bavaria shared in the defeat of Aua;ria
in 1866, supported Prussia asgainst France in 1870, an
became a State of the German Empire in 1871. _

"
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Maximilian I, cherishi the hope

Palatinate for territory on 2%& rightpha:i :?ﬂﬁﬁﬂaﬁﬂfn:he
at firat Interfered very little with the institutions u;-
tablished by the French, and, as in Rhenish Prussia, the
Code annlunn survived for many years. The King hu& both
personal and politicel mssoclations with Prance and his
liberal tendencies, as illustrated in the Eunatitutinn of
1818, led to the development of a policy which gradually
reconclled the Palatinate to Bavarian rule, The perliod of'
French rule was too brlef to leave really permanent results
and by the middle of the nineteenth century the conditions .
described by Treltschke had undergone a complete change.
Since then, the Falatinate, aslthough retaining a recollec-
tion of 1ts own independent history as a German State, has
;illiggly acquliesced In 1ts membership of the kingdom of

AVAT 1A

Based on a handbook prepared under the direction of the
Historieal Section of the Rritish Fereign 0ffice, entltled

Savarian Palatinate.
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THEAEUH‘{ DEPARTMENT
INTER OFFICE COMMUNICATION
DATE November 17, 1942

L Mr, Wiite

FROM Mr, Friadman

Subject: Conditions in Northeastern provinces of India,

The conditions in the Northeastern rovinges of India are of partiecular
interest at this time because of the likelihood that thiz area will either
be the cbject of a large scale Japanese attack in the near future or on the
other hand, may be the main base for a United Nations of fensive against the e
Japanese in Burma, The following is a brief summary of the situation '
axisting in this area, and, although, largely because of the British censore
ship, there 1s a dearth of exact and detailed curremt informaticn, enough is
known to glve a general picture. In brief, the existing politicel crisis :
coupled with acute econamic problems, undoubtedly are tending to weaken tha
capacity of this area either for resistance againet Japanese attack or as a
tase of offensive operations,

le Politleal erisis continues.

From the information available it would seem that the political situation
in the three Northeastern provinces of Bengal, Bihar and Aseam still remains
one of erisis. Although detalled reports of daily disturbances have ceased
to arrive, it is more likely that the reason for this is that such disturb-
ances have become commonplace rather than that they have ceased to exist.
Lven reports emanating from seemingly British sowces, which have stressed
that disorders in India are on the decline, have indicated that they hawve
declined least in the Northeastern provinces. Mrs Churchill's recent speech,
in which he made the by now famaus statement that he had not become leader
of the British Government "to p™¥side over the ligquidation of the Eritish
Empire" must have undoubtedly caused unfavorable reaction in these provinces,

ag well a8 in other areas.

According to recent reparts from the Amsricen Consulate ln Calcutta,
India, there are a dozen :I::t-ual or potential strike situations ameng the
most important industrial plants in the Calcutta area although none have
been mentioned in the press, The demands being made by the laborers are
chiefly for cost of 1living allowances and other pay adjustments made
necessary by the Government's failure to check the large and ccnstant
increase of food prices and to affect adequate distributionm of foods The
same source reports that the industrial empleyers propose +o meet this B
situation by what they call a "test of strength" and are encouraged in cal‘
attitude by the position taken by the British authorities on the politd

crisis,
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3. Food riots.

Throvghout India today, food shortage is bei ri e
in inereasing numbers have broken out ‘.LEHI the 1'1.1!11:5::“11: ;::;:1 afﬂmgmna:t ;
provinces. There is apparently enough rice and sugar in India but the
problem remains one of transport and that factor has become worse, Further=
more, as will be indicated below, the situation with respect to tramsport
is expected to deteriorete evenm further,

4o Crisis in jute industry,.

The growing of jute and ite processing inte burlap is onz of the major
irdustries of Northeastern India. There is at present a tremendous surplus

of jute, with no ready market for it. This has resulted in extreme distress
in Bastern Bengal, aggravating the mlready bad economic situaticn, In this
connection the point should perhaps be made that Tndia, unlike other
countries, has experienced little of war "prosperity".

5. Terrorism in villapes.

Eastern Bengal in previous periods of civil disorder has produced the
most extreme brand of terrorism found in India. During recent monthe in
rural Bengal, village mobs have taken to killing police and civil of ficers.
Both the Inapactor Qemeral of Police of Bengal and the Major General
commanding in Bengal have expressed concern over the current situation.

6« Railway shortage.

Reports from India indicate that the Indian railways, under the pressures
of interpal and external political and military efforts, are probably approach-
ing practical collapse. Moreover, little hope is seem of improving matters
and instead a worsening of conditions is anticipated., In connection with
this, it is interesting to note that the Duke of Devonshire, the Undersecretary
of State for Indla, in a statement made in the House of Lords om October 20,
said, "It is a significant fact that the disorders which have been principally
directed against communications have been most serious inm those parta of
Indis where any interruption of comnumications would be moet paralyzing inm
the event of a Japanese invasion®. The "parts of India® referred to here is

undoubtedly the Calcutta area.

7. Tidal wave and flood.

In addition to the men-msde difficulties outlined above, the Oalcutta

area experienced, during the first week of November, a great tidal wave that

drowned over ten thousand people and swept over nearly five .‘rmndr:d BQUATS
kﬂ.ﬂlll,

miles of rice fislds., The exact informatiom on damage done 1s no

ut it is mown that hundreds of small villages have been flnoded, with houses
li:l.'l‘mi rice uﬂp destroyed. This loss of foodstuffs, in addition to the other

' oduce of
damage, was particularly unfortunate gince the transport of the pr
these i‘iulrlu to Calevtta probably does not depend on railway transporte.
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BOARD OF RCOMOMIC TArFaps
EOOhOMTE B

WASHINGTON, D, C.

Novembter 16, 1342

The Presilent,

The White House.

Denr Mr. Presldent:

On October 15 you acsked me to give you the Judgment of
the Board of Economic Werfare regarding cur trede with Sweden.
There are encloged:

1. A resclution passed by the Board on November 12
based on the documents attached to it.

2. A dlssent from the resclutiun signed by the
Secretary of the Treasury and the Under Secrelary
of War on the grounds that our Board resolution
wag not tough enough.

3. A letter of November 14 from The Joint Chiefs of
Staff which is in line with our Board resclution
and with which I am in complete agreement.

Since our Board meeting, our Swedish friends have '
revergsed themselves and refused to release two shipe under s
British charter now ready to sail for England. As a price
for their release, the Swedes want us to release at once a
large Swedish tanker, the Sweadrott, nmow in our waters. We
thing this should be done after we get some of the concesslons
recommended by the Board and The Joint Chlefs of Staff, and
not before. Even though the State Department disagrees with
this procedure, my recommendation is that you authorize me to
procsed in line with the resolution of the Board and the letter
from Admiral Leashy. I would then aski the State Department to
conduct these negotistions in collaboration with our pecple,
one of whom spent & month in London on thie matter.

If you approve, please Initlal this letter so that we
shall not {nn any t.i.;- in getting on with these complicated
negotiations.

Respectfully,
34 O LoalRacL
H. A. Wallace

‘T_F-_'-'—.'“r_*_J-—'
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WASHINGTON
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Irtworts winilenr enter Into Swedish

roduetlon for the enemy.

(D) n inerease in the flow of stratesie
naterlals rom Sweden to the IInlted
' ations, and cooperation by the Swedes
iln tihe matter ol substantial purchases
the 'nfted Natlons for preclusive
iroosas, as well as Cor supply.

(e)
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siastance by the Swedas in effecting
transport by sea and alr for materisls
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rorm Dweden to the Unlted lNations.




(d) sSatisfactory arrangements for the use by the
United Nations not only of Swedlsh ahippin
at present ocutside the Baltle, but alsc forp
the vessels bullt op being bullt by Sweden.

(e)~ Reduction of Swedish Government credits,
direct or lndirect, to snemy countries,

(f) Access to full information on Swedisi axports
to and imports from enemy territory.

() The chartering by the War Shipping Administra-
tion of twenty-one Swedish vessels now iIn this
hemiaphere.

(h) That only Axis troops on leave status be par-
mitted to travel through Sweden.

(1) That Axis military traffic op materials permitted
through Sweden be curtailled,

(J) Satisfactory agreement concerning German mili-
tary traffic in Swedish territorial waters,
and of the use of Swedish convoya by the enemy.

(k) A reduction in the iron ore exports from Sweden
to enemy territory to normal pPre-war exports
to Germany.

That no immediate shipment of petroleum products to
Sweden will be authorized until reascnable agreement
on the items outlined in subparagraphs (a) to (k)
above have been reached. Subsequent shipment will
be predicated on contlnued compliance with theses
agresments.

That the commission for the nerotiation of tha_trada
agreement with Sweden be composed of Combined 1.3.-

British members with equal stending, and that the
Standing Commission be similarly composed.

Sincerely yours,

For the Joint U. 8. Chiefls of Staff:

WILLIAI D. LEAHY
Admiral, U. S. lavy
Chief of Staff to the
Commander in Chlef of the Army and Ilavy
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Gernany.

In our clirlen, we should permlt Sweden to recelve no
supplier w..lch we control unless shie stous wll wneutral
action end wnlese it 1s uwsswed that such suppllies as siic mag
recelve wlill not zlgn!flcently ald the snemy. it Is alzo guar
view that trade should nel contlnue Juring negotlations but
that all shipments, including eoll, shnould Le neld up until
the negotiations nave beer concluded,

It 18 believed that the report of the "Essentlal Fects
on Swedlsh Relations with the Enemy end wlth the Area outsld
the Blockade," prepared by the steff of the E card of Econamle
Warfare, copy of which 1s attached, fully supporis our views,

Also attached is a short memorandum summarizing thne principal

BanratnEf of the Treastry

‘ , Under Secretary of War
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hldes, ant sxlns - «ll willtarily strategic commodl-
tles te tihe eneuy = huve teen exported frou the
westem !emlisul.ere to Jweden,
D e Sweaen lmports _oods from the Western Hemisphere

willen are conponents of manufactured goods exported
to tne enemj;, In Some cases these commoditles are
exported 1ln thelr eoriginal form.

m

[ Sweden 1s granting substantlial credits to Germay to -
enable Germany to import Swedlsh gooda without giving
up her own products. Sweden 1s extendlng credits to
Finland to pay for Finland's purcheses in Denmark. -

T Sweden permits the transit of large numbers of
German troops and large amounts of enemy war materials

i across 1ts territory. (Approximstely 250,000 troops
in 14/l and 250,000 tons of war material during the

same paricd.)
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Swedish territoriagl waters have been ua;d fur

enemy milltary treffic in whi
Vessels have acted as ascu:iﬂfh Swedl sh naval /

9+ Bweden 1s reported to be bulld - \
merchant ships for the iy ing & number or

??1n. Sweden has acceded to the German 4

3 emand that

W her exports to the Western Hemisphere muatahulll
Touted to Argentina and Chile, Thus, ships com-

;.l_ ' iﬂs to the United States bo take
o Sweden, arrive hers empty. Cargo back to

II

. Some ‘alleged advantages in the polic
resclution are as fﬂllnﬁﬁl policy recommended

o ,.- f
f7 1. It is stated that sbout 22% of the Swedldh national

. income ia devoted to supporting her army and navy.

It 1s contended that if the amount of suppliea

obtained through the blockade were reduced, Sweden

would cease these activities and, accordingly,

the enemy would obtain even greater benefits from

R Sweden. We contend that there ars strong reascns

e for belleving that Sweden would attempt to maintain

- her armed forces at any cost and that faillures to f

receive supplies from us would necessitate a real
reduction in her aid to the enemy,

2e It 1a cleimed that Sweden is a source of useful
information for us. The War Department says that
this information is of little vsalue,

" 3, The British get by air high-grade ball bearings,
i some machine tools, and some replacements of parts
for Swedlsh machinery. Very little is coming now
(only about three tons a month).

It 18 pointed out that a good many Swedigh ships
e are ungagad in trade which benefits the United

Nations, thus affording some relief to the Allied

: shipping shortage. It la contended that the

g discontinuance of supplies to Sweden would prejudice
; our use of these vessels. Against this it is our

regardless of our trade with Swaden,
:;::utE::uulﬁ will necessari ly continue to operate
in our intersests. Actually, if my real effort is
made to control the asctivities of these vessels,
we have & number of effective controls at our

disposition.




'!5_.
f
E

g 1. EEE o

o

It 1s argued that there are important political
advantages in our maintaining the Swedish economy
because this enables Sweden to take g stronger
poaltion against Germany. .In fact, Sweden cannot
be consldered a free agent, unless 1t ia believed
that she voluntarily extends vast credits on current
account to the Axis, voluntarily accepts Germany's
prohlbltion of exports to the United States, wvol-
untarily permits German troops to pass through her
territory, and willingly vioclates hap engagements
under the War Trade Agreement. To strengthen the
economy of a country so dominated by the enemy

by allowing trade to pasas thmo ugh the enemy's
blockade, is nothing less than to strengthen the
enemy.
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Information received up to 7 A.M., 17th November, 1942,
1. MILITARY

LIBYA. 15th. All landing grounds in the MARTUB. area wera
secured and were serviceable by 9 A.M. During the af'tornoon our forward eloments
centinued North towards DERHA and west towards CARMUSA (18 milen northwest o -
[MIMI). On Lith our troops occupied SIWA.

FReMCH RORTH AFRICA. & United Kingdom mobile column has
erofsgad the Tunisian border from BONE tut hag aot yet made contact with the
enemy. A Unlted Stetes parschute battaiion wme droppod nt YOUKS TE-EAHEE.

100 miles south of BOME, snd cecupied the sirfield without incident. Anti-
sircraft defences at BOUGIZ have been strungthened. Unloading at ALGIZRE in

proceeding well and units are clearing the port rapddly.

2. ALR OPERATIONS !

WESTIEH FRONI. 16th. Our alreraf't made harrassing ettacks
on railway and other targets in GERMARY, Northern FRARCE and BELGIUM. Throe
mine-sweepera off ZEEBRUGGE were damaged, a gun post was deotroyed, two loco-
matlives hit pnd & Junkers 52 shot down.

16th/17th., Adrcraft were despatched - Sea m.i.ﬁ'].ng &8, leafllets

5, Intraders 10. Three are missing. $

"

FRENCH HORTH AFRICA., liAth and 15th. DBOHE and BOUGIE wore
subjected to porasimteont enemy attackas., HNo details awallable.

LIB{A. Our fighterr attacked lunding grounds at JFEDABYA
wndl JALO destroying two onemy aireraft. 50 mechanical tronsport vchicles
wera destroyed and 25 damaged in this nrea, and also many casualties inflicted
o1 troops between CYRENE and BERGHAZI. Our Hast-bound mechanical transpert
1mvoys betwean SOLLUM and GAZALA wore attacked by omomy fighters, come dumage

i spsualties belng caused.




