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- A -

Book Paee 

Acrioultura1 .ldJuataent Ad•'nbtration 
llellorallda of Relnring setting forth Treuury Depart-..t 

attitude to.ard Iallace's suggestion for postpon .. ent 
of oollactioa of processing taxes pending forthcoming 
Supnae Court decision trsnaal.tted to l'lllll.&ce- ll/29/35 UI 175t 

a) RMJr, Coolidge, Oliphant, at cetera, discuss 
b7 pbone ll/29/35......................... . ....... 179 

Airplane a 
RMJr, Gibbons, Chalker, and von Paulsen confer ll/15/35·. 4 

a) Cbalker directed to contact Navy and arrange, if 
poasibla, transfer of one or more airplanes to 
Coast Guard in return for one 100 -ft •. patrol boat 
Coast Guard is transferring to Navy 

.Uoobol, Induatrial 
•United States aiding alcohol u.rket• Journal of Ca..eroe 

ll/21/3S.. • • • • • • • • • • • • • . . • • • . • • • • . • . • • • . . • . • . . . . . . . . . . . 129 
.lapbalt Contracte · 

See Guffey (Senator, Pennsylvania) . ...................... 67 

- B -

Bonwo 
See Blldget. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 21 

Brewers 
Walter Cuamings tells HMJr brewers made party contribution 

aJid are now being d.iacrillliilated agsinst1 HIIJr displeased 
at connection of facts - says •aey business man who feels 
Treasury 1e diacriiWl&ting qainat him can see HMJr• 
7 /20/JS •• •• •••••• · ••••••• • •••• • • • •• · • • • • · • • • · · • • •• • • • • • 69 

Budget 
P'DR al<etobee expenditures as he eaw th• on ll/18/35 -

t4 b1llioa inoludes e•erythi.og but relief. RMJr asks 
about bonus; FDR says, •It bill paaaes, not one cbaoce 
in teD I will sign• - ll/18/35· · ····················· ·· 21 

FOR General Hines, IDIJr, and Bell confer on bonus ll/21/35 125 
a~ 500,000 nterans haft not borrowed on certificates 
b) $2 bUl1oo needed to pay bonus 
o) RMJr aays if raising money is lett to Treasury, it 

will be dona in an orthodox .. nner 
d) RMJr and Ball prefer to pay bonus in all cash rather 

than barlog special bond iesue 
a) FDR auggeata alternative of cash or an attractive bond 

Ball tall& J'DR in $107 .Ulion to OOM frOII Cwst0111 that was 
out out of Acriculture, there was •71 Dillion to which they 
ware really otitlad; FOR says •give it to the• and that will 
atnqtbea .IIIIJr•s baDd oa aavina Cwstou aooey': .............. 126 

118 talla .IIIIJr Hopkina doaa not lmow un•ployMnt figure oext 
Spr1og &lid 110 Fill thinks be will praaeat bud&et oa1 tting 
relief &lid .t.ow $300-400 aUlioo to the &ood•....... ......... 126 

YiDer th1nka idea woald be excellent ••• ••••••• •• •••• ••• • •• •••• , 1S9 
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!look Page 

Carter, Boeke 
Criticizes recrganizatio.n or Coast Guru-d by civilien 

employee of Treaeury - 11/20/35 . . . .. • • . • • • • • • . . • . . . • . . • • XU 123 
a) First or serieeJ report on whole under 12/18/35 entry 

China 
Bewley (Financial Counselor, British Embassy), HYJr , and 

Lochhead coofer 11/16/35........ . .. . ... . ........... .. ... 13 
a) Great Britain tearful ot conditione in early Spring 

and SUzaer, did not understand interoal conditions 
or •hetber Chinese banks 110uld cooperate, therefore 
Leith- Roas sent over; no instructions to press any 
particular policy; if China chose to adopt sterling 
exchange, he was not to oppose it, but 

1 . Chinese themselves must ohooee it 
2. Great Britain, United States, and Japan must 

approve and be willing to give scheme "their 
good will sod cooperation• 

3 . Scheme must be sound technically 
b) Later, Chinese told Leith- Ross they did not believe 

in plain devaluation rather favored sterling 
excban&e 

1. Currency which suited foreign trade best 
2. London easiest center in which to keep reserves 
3 . It loan were needed, possibly easiest center in 

which to obtain it 
c) Leitb-Roee told them no possibil ity of loan until 

United States, Japnn, aud perhaps Francs had been 
consulted and found to agree; Leith Ross thought no 
scheme would work until budget and bank refo=s had 
taken place 

d) China then decided to act on their owns this was not 
done at aolicitation or Leitb-Ross; in tact, it cut 
straight across hie plans 

e) It Cb.ineee are to stabi lize on their own resources, 
it depends on: 

1. What reserves they may be able to obtain 
2. Sale of silver - depends on what Uni ted Statee 

Treasury decides 
3. Loan - Britain will "come in to eo111e extent• 1 

e.bsrgo 011 foreign loans will alaost neeeesi tate 
Chinese currency being llnl<ed to sterling 

f) l!li.Jr tells Bewl ey be fears a joint loan (United States, 
Great Britain, aDd Japan) would be impoesihle if 
Great Britain insists tbat Chinese currency be tied 
to sterling) thinlcs difficulties are almost insurmountable 

g) l!li.Jr asks, "Does Great Britain want Chine to make eucceas 
of t heir plan?" Bewley, • I think it ia obvious we would 
l ike t o. • HMJr, •Even though J apan does not want thea to 
aucceed?• Bewley, "In esse of detinite conflict of 
opini on between Japan and other powers, I caanot say• 
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- C - (Contillued) 

Ch!Da (Oontillued) 
Boolt Pace 

Bnle:r (1'1D&nc1al. Counedor, BM.tilb r.baae:r), IIIUr, and 
Locbhead cOD!er - ll/16/35 (Cootillued)... .... . . ....... UI 13 

b) IIIUr t.biDI<a Japan b .. dODe ner:rth!n& poeaible to 
wreck Cbioa ' a possible auoceee 

i) Bewle:r aalte , •If true, ia there IIUCh United States 
and Great Britaill C&D dot• 

J) IDIJr IIA7B 1r Great BritaiJl aade a loan by theaeelvea, 
Un1 ted States would have no rieht to obJeot - if it' a 
a fair bargai.o to ChiJla 

k) Hong Kong- can't decide about conditions until 
poai tion of Chills. 1s cleared 

Bewley and RMJr again confer- (Hong Kong) - ll/19/Js.. ..... 70 
a) Future policy calls for Mnaged curreno)' and gettillg 

Hong Kong currency ae close aa poaaible to Shanghai • a 
b) Therefore they wieb to sell their ail ver J eJDbargo on 

at present but CaJl be ll!'ted 
c) Bnle:r illatructed to ask if Treasury wiabee to purobaae 

100, 000, 000 ounces - option for aix •ootbe -
F.O.B . Uet-ice.n abipe 

d) IDIJr ~·• ••ot illtereeted - a one-eided bargai.o• 
FD&lr repeats conYereation to Bul1.......... .............. ... 70 
fh1111pa 'phones IIIUr (Britlab Alabaaaador waiUJI&) and sqe 

he ia goillg to announce Seoreta17 of the Treasur:r baa 
1tated United Stataa wiahea to putlcipete ill ao:r loan 
u.de to Ohina by Great Britaill baaed on 1920 oonaortiu. -
11/20/Js.. ... . ... ... . . ...... ..... . ..... . . ... .............. 11s 

a) IDIJr aaya, ••oJ coneorti .. expired ill 1920• 
b) IIIUr tells Ph1llipe Leith-Roas had said that eny 

loan Great Britain 111ade would be baaed on pound sterlin& 
o) Phillips ~· he bed not unders tood 
d) IDIJr thinks British Ambaessdor 1a tryillg to get 

IDIJr 'a position as explailled to Bewley, reversed 
PhWipe' letter expla.in.i.n& what he told British Ad>sssador -

11/20/Js.... .......... ...... ........ ..... ..... ............ . 116 
Coast Guard 

Reorganiution by civ111an .. ployee or Treasury criticized 
by Boake Cart·er • •• ••••••••••••••••• ••• •• • • •• • •• • •• •••••• • , • 123 

CottoD 
IDIJr aDd FllR discuss Iallace .... oranda Oil 1936 prognA -

ll/18/35..... . . .. ....... . .. . .......... ..... .. . .. .. ....................... .. .. 44 
(Cow of -oranduau p&gea 45+) 

Countervailing Duties 
.Beau.&' of events ill conneotiOD w1 th Gel'II&D oountervailin& 

dutiea- 11/24/35--9/28/36 ............................ . ........ . ... ,,, lSl• 
Oliphant tells IDIJr all exports fr~ Genoany illto United state• 

abould be stopped- ll/22/3S· · ······ · ···· · · ·· ········ •••••••• 136 
a) RIIJr explaills hie embarrae11111ent and aake Olipbaut to 

talk to !lull 
b) Olipbut takel occasion to CODCJ'&tulate RIIJr on fair, 

apartial attitude 
YiJler ~~U&&eet. ruliJlg fr<a At tome)' GenerelJ t.biDI<e there ' • 

little doubt aa ....... are &irtng bouot:r to th.eir exporter& -
law 11 'lflr7 oleer - reapoeeib111t7 11 that of Secretary of 
Tre&aur:rJ with Xli hank, CoUDHl tor Bureau of Custc:.e, 
and ll&n7 lhite, repre-tin& Treaeur:r a t State Dlpart.eDt, 
t.biDke RUlr ie doubl7 vulDerable- 11/24/Js.. .... . ... . ... .. 1~9 
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- C - (ContiDued) 

CoUDtena1liD& Dutiea (C011t1Dued) 
IIIUr IJI&Cieste to Oliphant that Frank be ll&de .Tackeoo • a 

aealatant - Maoo1ng to succeed !"t-ank; RJIJr nner 

Book Pace 

wanted Frank in present poaitioo. ..................... III 1S9 
W..orandua on Oliphant conYereation with Hull.. ... ..... . 160 

Cuaainge, Walter 
See Brewer a.. . . . . . • . • • • • . . • . • • • . • • . • • . • • . • • . • • • • . • • • . . . . 69 

Cuatoma, Bureau of 
See Investigations, Treasury Personnel 

-D-

Den.urk 
Sea Tari ff 

- E-

Electric Bond and Share Ccape.ny ••• • • • •• • ••• • •• ••• •• •• • • ••• 127,136 

- F -

Fan Tenancy 
FDR wants •eomething accomplished" ; lDI.Tr suggests that 

Wallace, Myers, Tugwell, and be confer and look for a 
way that t'ucwell and lt,yers aay cooperRte without 
additional legislation- ll/18/35·· · • ••• • • ••••• •• •• • • 44 

11Dano1Dg, GoYerruoent 
See also Open Market Ca.aittee- 11/ 22/Js... . . ... . .. . .. . 144• 
IIIUr diacuseee with Jesse Jones possibility of whittlins 

down pli>lic debt by wbittli.Da down the cuaranteed bonds-
ll/19/35·· ························ ···· ·· ··· ·· ······ ····· · 62 IIIUr spesks to Coolidge from Fara- ll/29/Js...... .. .. . .. .. 17) 
a) Coolidge and Burgess nerYous about aalting it 

U billion ao IIIUr agrees on $900 alllion 
nynn, Edward 

'Pbonee from London tor introdiiOtion to American Consul.. . . 174 
t4 Billion 8 F\md 

See Onemployaent Relief 
France 

See Stabilization 
Frank, Eli, Jr . (CoUDael - BllrMU of Customs) 

See Counterftiling Duties 

- Q -

0.~ 
See COUDterw1Hn& Dutiu 

Regraded Unclassified 



- G - (Continued) 

Boolr. Page 

Gold 
See Stabili~tion 

Guffey, Joseph F. (Senator, Pennsylvania) 
Tbreatens investigation of Procurement Division unless 

HIIJr follows b1s whiles on asphalt contracts............ XII 67 
Boasts tllst FOR baa aalr.ed b1JII to attend next Cabinet 

•eating to discuss political cooperation. .. .. . ....... ... 67 

- I -

Income Tax Returns (HIIJr) 1933 and 1934 
Oliphant, Russell, and C8lllaron (agent lll&lr.ing exaaination) 

confer with HMJr 11/27/35······ · ·· ······················ 165 
a) HIIJr asks wbetller Bureau will autOOI&tically make 

refund (Tri-Continental Corporation dividends) it 
be does not sign Fona 874; Russell does not know; 
IDI.Jr says unleea cheque comes automaticall7, be will 
donotbing 

b) In regard to .4000 deducted in 1933 ae loss on sale 
ot Axelrod, IDIJr decides to do notbing further 

e) For correspondence: llartin-llorgentbau, see pages 167-171 
IDTeetigations, Treasury Personnel 

Moore, Carl E. (Collector or Internal Revenue - Cleveland, Ollie) 
West and Bulkley confer with HIIJr ll/18/35······· ··········· · · 22 

a) Bulkley angry because FOR won 1 t see bill; says HIIJr 
gave word to consult him before furtber action; HIIJr 
bas no such recollection; Bulkley wants lloore to pay 
back money only !roe time of notice 

b) West telephones HIIJr he tbinlr.s HIIJr band1ed situation 
we.ll. . • • • • • . • • • • • • • • • • . • • • . • • • . . . • • • • • • . . . . • • • • . • • . . . . • • . 22 A D 

KIIJr, Helvering, Oliphant , lleReynolde, aDd Caston confer on 
final decision - 11/20/35 •••.•..•.••• • •••• • •. ••• . • . •••.••... 

a) Unanisous decision to return ell money conveyed to 
Bulkley 

b) Bulkley says be will tran6lllit letter; will telegraph 
HIIJr it there 1 a any trouble 

74 

c) Bulkley pleads for •no publicity until letter is signed, 
sealed, and dell vered'" 

Cop,y of letter Bulkley wiabes aent ••••• • •• • ••••..••• • . •• ••• • ••• 76 
Bulkle7 telegraphs: •Moore's answer bein& uiled ~· 

161 
162 
172 

ll/25/35 .. ........ . ...... . .. .. ................ . .. .. . .. ...... . 
Copy o£ letter ••••....• •• ••...••.•••• ••• ••••..•• • • ••• • • •••..••• 
Copy ot I:DIJr'e aDewerillg 1ett·er •• ••••••.• ••• •..• · · • •· ..• • • • • • • · 

Gorun 'a report on necessary corrections in Customs Agency corps 
etven in m11110rand1111 {pages 52+); proposed Treasury Decieion 
{pa~e 59) - ll/18/35 • •••••• ••••••• •••• • • • • • ••••• •• • ••••• ••• • ••• 
~) Hll1r dieouaees further at Staff ... t in&; pays tribute to 

Gora&D- ll/19/35···· ··· ·· ······· ······· ·· ·· ···· ···· ······ 

23 

51 
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Book Page 

It.a..l)' 
Carlguel explains to Knoke Bank or P'raoce receives dally 

order f 'r0111 Rolle for support ot l i.r&; practically no 
buelneas because no sellers in tho carket; Cariguel 
thinks situation suits Italians - interested only in 
having lira actually quoted in Paris, thinks there is 
no evideuce that services ot Bank for International 
Settlements is being used in Italian operations -
ll/21/)5 . ... . . . . . . . . . . . ............. ......... .. .... .. . . 

- J -

Jackson, Rebert H. 

XII 134 

FDR telegraphs I!ILTr to ask Jackson •to t.alk to Landis 
about helping in security utility proceod.lng• ll/21/ 35 127 

Oliphant reainds IIILTr if Jackson tries Electric Bond and 
Share C0111pe.ll)' for Landis, be will be out of picture for 
three aonths1 it will afford opportunity •to clean up• ­
Jackaon never wants •to fire people.• Oliphant adds, 
•It Jscltaon wins case, be will succeed CIIIDIAings if there's 
a change; HMJr aeys, • Ro , it will be StanlS)' Rsed" J 
thinks afterwards he should have said, •Kerman, I will 
baclt you• , calls Oliphant back and Oliphant aeys, •I would 
rather work for you than be Attorney General" •••••• •• •• •• 136 

- L -

Lending Agencies 
P'DR a~~&&ests, for first tiae t hat all be oOOibined; HMJr very 

aucb interested but doesn ' t want thea under Treasury; 
FDR agrees- 11/18/35 ••..•.•..••..••.•.•.•• • .••.. . .• •• •• • • 

See also Lending A<tenciea, lllterdepartaental Co.aittee of 
Lending Agencies, lllte.rdepartmental Coaaittee or 

Meeting 11/21/35··································· ·· ······· 1)0 
a} Contemplated legislation discussed 

- II -

Uayore' Conference 
HMJr•a notes (in longhand} for address 11/20/35·· · · ·· · · ····· 73 

lloore, Carl E. (Collector of Internal Revenue Cleveland, Ohio} 
Sea Inveatigations, Treasury Personnel 
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Book Page 

llarootioa 
l!ldJr , Jtiss Roche, Dr. CUlllllling, s.nd Anslinger confer 

11/22/35· ······· · ··· ·· ······• •• • ••• •••••• •• •• • ••••••···· XII 137 
a) Anslinger reports aup!>17 (all in retailers' banda) 

will last until January, 19.37 
b) In case of war, ahortege of narcotics; Analinger 
rec~da ordering 169,000 pounds for 19.36 -
holding )0,000 pouods as an exceas reserve to be kept 
in London or Allsterd.aa 

c) lDIJr thinks keeping reserves abroad ridiculous; 
suggests 130,000 pounds to be distributed &~~ong 
retailers and 50,000 pounds to be kept in vaults in 
Treasury 

- 0 -

Oliphant , H81"1118ll 
See Jackson, Robert H. (Conversation with fOUr concerning 

trial of Electric Bond and Share Com~)................ 1)6 
Open Market Ccaaittee 

Meeti.D.g 11/22/ 35·. . . .......... ... . .. . .. .............. . .... . 144 
a) Diacusaion of Bell's esticate of Treasury cash position 

(see chart on page 150) , showing t690 million going 
into December; Deoember-Yarch needs will be $750-$850 
llillion (on basis of the impounding all Agricultural 
Adjustment Adainistration processing t&Xes remaining 
in status quo) . 

1 . Preference tor 2i'a expreaaed by Fleming, Seay, 
Schaller, Young, Eccles, Bell 

2. Haas prefers 10-18 year bond at 2 7/8 
) . Burgees and Cool.idge oppose loJl8 apread 
4. Coolidge aaya Harrison said he •would vote today 

tor 2i but prefers 2- 7/8 and therefore would like 
to wait a week and see if we couldn ' t risk it• 

5. !B!Jr ssya"as Presidential Ollllpaign nears , we must 
be more and more caref ul of fiDencing" 

- p -

Preferred Stock in Banke 
HWJr, Coolidge, Eccles , Crowley, O'Connor, Folger, Uphaa confer 11/18/35..... ... .... ... ... .. .. ..... ... ....... .. .. .. ...... .... 34 
fiiUr explains to Jeaae Jones, who couldn't get to 11/18/35 

•"ting; Jesse Jones aelca for ti.llle to work out hie own plaDJ 
HIIJr agrees ... 11/19/)5 •. . ... ••.. . ... . ... . . ... .. ·•... .. . . . . . . . . 62 

Proceeain& Taxea 
~ Agriculturml Adjustment Ad•inlatration... .. . . .. . ........ . . . 175 
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Book Page 

Resettlement Adainistration 
IIIIJr tells FOR of Walker ' a remark that Tupall might want 

to put some of the work in Department of Agriculture; 
FCR SAYS •emphatically no• - ll/18/35······· · ·· · ······· XII 21 Roosevelt , James 

Resigns as •part- time yea.st fira bead• 
Bew York Her.Ud Tr1b1me ll/21/)5... 128 

- s -
Securities Exchange Commission 

See Jackson, Robert H. (trial of Electric Bond and Share 
Com~>···•• •• •••• •• •• •• • •• • • •••• •• •• • • • ••••• •• • • ••••• 1 2 7 

Silver 
Sae China 

Stabilization (arrtmged chronologicall y) 
laoke (Federal Reserve Bank, New Jork) -Cariguel (Bank of 

France) coDYersation ll/15/ )5..... . ............ . ....... 1 
a) Xnoke: if gold continues to move out of !"ranee at 

present rate , uy not shipping facilities became 
clogged, with result deDand for dollars in Paris 
market say exceed supply? 

b) Would Paris like United States to give them dollars , 
as neede<l , aga inst gold to be earmarked in our n""'e 
in their vaults - to be resold when occasion presented 
itself; price might be $)4.74251 gold to be kept in 
Paris , allowing for possibility of having to take gold 
back to Hew York later - tberefere shipping charges 
are deducted b-oa the t35 price 

c) Cariguel thinks it a good plan; will consult T&DOery 
d) Cariguel phoned later "T&DOery thinks plan good• 

Harrison (Federal Reserve Bank, New York) - Norman (Bank of 
England) conversation ll/15/35 ••• •••••••••• • • •• ·• • • •• ••••••• 7 

a) Desirability of buyillg certain uouot of gold in 
London , if and when such gold would move to United 
States on ooauaercial account in any case, this would 

1 . avoid unnecessary shipments of gold 
2. keep &DOunt in London in case of future resale 

desirable because of price, et cetera 
b) Nol'111&1 tbi.nks eUgbUy higher price than COill!llercial 

banks is advisable 
c) ilarrison SUilleats Bank of &lg,land handle transactions 

rather than coauoercial benka 
d) Harrison says we ura cont811plating similar Paris action -

there , slightly lower price, however 
Cnriguel says 11/20/35 ie a heavy ~ in Paris - about ~17 million 

thus far , asks for sa&e order for next few days - after week end, 
onlJ' one sailing to Al:lerica following week; wants c011111ercial 
banks to operate ae long aa poeaible; after they are compelled 
b7 lack of ah1pp1oi facilities to discontinue, then work under 
o" order; IIIIJ r say a he hopes to be able to agree to this ple.n. • 72 
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Book Paae 

Stabillsation (Continu..d} 
Cariguel phones Knoke ll/25/35••••• • ••• • •• ••• ••••••••••··· III 163 

a} Jtnoke aentiona defeat or Lanl in Finance co .. ittee, 
35-5; that Governaeot ~ tall before Thursday; 
Cariguel es,ys it Laval b defeated, it will not be on 
his finsncial prograa but rather on his general policy 

Stabilization Fund 
Coolidge memorandum suggest~g •extension of Stabilization 

Fund authority but letting yowor to further devalue the 
dollar lapse" - 11/22/35···· · · ····················· · ···· 139 
Co~ of his memorandum containing suggestion 

(pages 140-143} 

- T -

Tariff 
Ruth Bryan O.en protests section of Tar i ff Act which forcee 

Danea to pq tariff on alUilinum eont&lner (butter} when 
it arrives and when it is shipped back. IIIAJr ask.s Oliphant 
to prepar·e bUl correctin.g th1a................... . . .. ..... 5 

Trade AgreeC~Snt, Canada- United States 
Agreement returned to State Department by Treasury witb 

statement •Treasur,y has no obJection to administrative 
details" - 11/14/Js. ........... ..... .. ..................... 5 

a} Oliphant calla attention to fact that there's no 
cut on aluminum or other monopoly COIII!IIodities; 
treaty takes it •out of t he hide" of the Maine potato 
growers and Hew York aUk men; better for llaine 
housewives if there bad been reduction of 75~ on alu:aln1111 
cooking utensils 

b) !DIJr points out there ' s only 41300, 000 gallons of 4 ·year..old 
whiskey in United States; only foreign liquor tbat will 
benefit IIIU&t be ~ 4 years old 

!DIJr tells Bull be thinks his Calwiian treat:r is getting wcnderf'ul 
preaa - 11/19/35····· ··· ··········· · ··········· · ················ 70 

Bicltereon sends Graves copy of aeaorandua ot conversation between 
Challtley, Gra~, and Hicltereon ll/15/35···········•• • ••••···•• •• 8~ 

a} Trade agreement to be signed at 2:45 P.U. ll/15/35 
Copy attached ••• •. .• •••• .•• •• .••.••• • .•• • .••••••• •• . •• ••••••• • . • ~ 

Tri..Continental Corporation 
See Income Tax Returns (HMJr} ••.•• • ••.•••.••.•.•• • •.•.••.• • •..••• • 165 

Tupell, Rexford G. 
See Reeettle~nt Adm1n1atrat1on •• •• .•••• • . ••• .•.••.• • ••...••. • •••• 2l 
See lln•plo,.eDt Relief . . . .. ................ .. ....... • . • .. • · • • • • · • • 9 
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Book Page 

Une:aploya~ent Relief 
Bopltina tells l!iL1r there is $.300 or $400 aUllon in 

Yarious agencies not contracted for1 wants aone7 
traoarerred to bia - 11/15/35···· ····················· · XII 9 

a) Adds FOR will also have about $700 million, 
in addition, unspent on J ul7 1 

b) llliJr asks Hopkins if he does not agree Tugwell 
is wasting mone)', Hopkins sa7e •yea, throwing it 
away• 

Lonig&D telle llliJr: 
a) 400, 000 people on priva~e payrolle to whom Hopkins 

is giving checks - •not peid a living wage" 
b) 11\Dber of people at work as announced by Hopkins 

•purely guess f i gure• 
llliJr telle FOR be is disturbed that Hopkins' aoney will 

last only u.1til April 1; FOR says ".!!!.t 1•; will decide 
upon return tros Wara Springe - 11/18/)5··· · ··········· 21 

United States Savings Bonds 
IIIUr tells Coolidge, Ge.st<ul, and Bryan he want;s to see 

reaulta of t 250 7000 alread,y spent to pr011ote sales -
11/16/.35. . . . . . . • . • • • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,2 

FOR want s new 3% Baby Bond - starting at par and increasing 
1D value each year... . ... . ................. . ... . ....... 125 

- v -

Viner, Jacob 
See B\ld.ge t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 159 
See Ge.rma...ey. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 159 

-. -
lhite, Barry (Division of Rese&reh and Statistics) 

See 0eriUI.DJ' • • ••••••• • • •• •••••••••••••••••• • •• • •••••• • • • • • • • • • 159 
Woolley, Clarence (Cbsinwn of Board, American Radiator Company) 

Too busy to come to Waebington to represent Treasury on 
trade agreements at State Depart~ent • •• ••..•.•••••• •• .••.•• 
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ICE CORRESPONDENCE 

FEDERAL RES£RVIE BANK 
Of" NEW YORK 

1 

BtU QF IBAICJI, 

I oalltd b. Cari~Utl a\ Ut41 \hia .-m1JI&. Athr t•'""' 
b1lll tba' I ha4 4tl1Yere4 hia ••• ... • ot reah"-7 to \be OoYti"DDr 1lbo 

artatlr apprll1a'e4 \bt 1J1toruU111 liYta ua, I ••U•e4 \he' "bllt~o 

rtotatl)' 11'1• OODaS.deratitll U tbt toUo111q tbllllb'l It 1114 O.UDUII 

aOYe ou• ot Franoe •• the pre••• rase aiib' Dot lbbPill& taeutUH 

beoaae cloned wl\b \be rellll.t tha' the 4•an4 tor doUara 1JI \be hl'ia 

lltrlttt Jlilbt UOied \hi RPP~t fhil OODiidtraUOD bad led 111 to ._. 

' dtr wht\htr 1\ 'IIOI&lcl be ot 1JI\ena' to Pal'ia to ban ua liYt Ul• Ml~, 

II nttde41 .. aiDI' 1014 h be ....uke4 1J1 OUJ' DUe ill tbelr Ylllllh ua4 te 

bt r,aolcl 1JI •b• Pal'ia IIU'kt' it1 the opponWii'J preatated Uatlt. It 

that icltt 1n••re••t4 \be Bank ot rrante •• 1111bt wan• to &niDI• 'o aue 
.~ 

l 

dollara .•••Uablt to \be lrmob, .. aiDa' 10ld 1JI Pal'it !I' ouUiJied. I. 

plan ,aifht be wo~ke4 out UDder 11h1ob •• WOllld 41110h th• a priot f or 

doll! r• . i'n 101~ 1JI Pana. tbia prioe_- I thOIIIht, U,ht be 1JI the 

-
I 

neilhborboocS or, aq ti6.7MI, 11h1oh I apla1Jied ••• bated oe the traDe 
• • I 

rate pt abou' eee 1/1. Cal'iptl replied 'ba' the 'freaau17' a prioe ... 

ta& by• I JO"!'t4 ...n t~a• uM.- taM flu •WDecS b1 •• al.-.,b .. 

WOUld ailE th• to ~ the 1old 1JI Pal'ia, •• would, ot OOW'It, baYI •o 
allow tor the poa.aMtt\)' ot ba'f1DI to Ukt the 10ld baok to In lo* 

at aoae tlatue .4fteJ •• \benton ••• dlduo' ~ \be pl'ioe ot tM the 

tb.lpplal obaJ'itl t .... Pal'ia MIn lt*o 

Caftpal .,..Ue4 Uld he would look lll\o the tlprla but tba\ 

in .... ~ • . \hi ~ Qpeele4 .. lab. .. ~ .... 'be •• ' ... 

ftlftll '-' I ••lied tM* I W .au•., ell'ti.J .. u ... a tbe PI'IMSile 
' 
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I'"CD&.IIIIAL IIIUKJtYK aAHK 

0 .. N.W YOIIIK 

2 

CORRESPONDENCE DAn •a• 2 •• 11, lNI. 

tR ..,., 1±*1 •tw IDI 

•••r or ••·• 

- 8 -

therefore 001114 no\ NT bow tar we -.-ld 10 • 

~~rU\lU repea\ecl ~e mole •oh•e •• I bad CNUi.Decl n w b1a •• 

.. •••1at1ecl ~' be u4arl\oo4 1\ ill all 1\1 de\&111. Be ~b\ 

t Wll a &ood plii.DJ be ~d \b1.D.It 1\ 0 Ye1"1 'alk 1t OTU wi~ ~ 

•oTenaor a.Dd eall - baok. 

\ 
\ 
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CE CORRESPONDENCE 

1.. •· llloke 

P''EDE.ItAL R UKRVK aANK 

01' NEW YORIC 

OAT& ••rrtv ta, liM. 

SU&ICCT''-' --l!fllllloi'~I!!!J\IBQIIJIUCXf••~t•Jidli'l.ddlltc"'L--

wrn •••r or ""01 

Ill'. Car1pel oallecl a\ I o' cloak \odq \o s.nron •• tba' 

he had 41acuuecl the plu ac\lODecl by •• onr the 'elep~e \hie 

.ol'lliDI w1 th OOYanaor !uma17 wbo na ••17 aoh 1A4ab\ecl to 1aa tor 

our otter wUh wh1ob 1n pr1Do1pU be acnea. 

1 aakecl Caripal bow \be una\ cloaecl. Be N14 •' 

11&8 6/ 1, \ha\ \o4a.r had •- \be baaYiaa\ cSollar \llrDOYu ter \be 

pnac' ••-'• \he ~ ot \be 41.7 belnc tla,aoo,ooo. 
1 lAqllll$1 11he\bu, 1A oaae •• ••• able to oable hSa a 

tin pi'OpoaUlOD \Oillab\ OD the bull qaaa\ecl b)' •• \hia aol'lliDI, 

he tbou&ht \b11 WQ14 be balptlll un4u \he o1rouaa\uoea, u4 he .,._ 

pUecl 1D \be att1naa\1n. 

.... IIIG 

-
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Noyember 15th 

18 November, 1935. 

UEYORANDUV TO Assistant Secretary Gibbons: 

Reference : (a) Telephone instructions from your office 
this morning. 

1 . On Friday morning , 15 November, Assistant 
Secretary Gibbons, Captain Chalker and Lieutenant Commander 
von Paulsen were called to the Secreta.ry' s office for con­
ference . 

2. The Secretary directed Captain Chalker to 
contact the Navy Department and arrange, if possible, for 
t he transfer of one or more airplanes to the Coast Guard . 
The Coast Guard i s transferring one 100 foot patrol boat · 
to t he Navy. In view of this it was hoped the Navy might 
transfer a few planes to the Coast Guard . Capta.1n Chalker 
and Lieutenant Commander von Paulsen called upon Rear 
Admiral Ernest E. King, Chief of the Bureau of Aeronautics. 
Admiral King said the Navy had use for all its planes but 
t hat he would look into the matter and see what could be 
done about making a transfer of several planes to the Coast 
Guard. Be suggested Captain Chalker write him a personal 
note on the subject . A note was written last Saturday to 
Admiral King. You will be advised of further developments . 

L. T. CBAI.KER, 
Chi ef, Avi ation Division. 

\ 

4 
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Hovecber 15, 1935 

At the group meeting t his morning, !.!r. Coolidge said 
the Canadian t reaty was r eturned to the State Department 
last evening with the information that the Treasury Depart­
ment had no obJections to the administrative deta11s. 

5 

Ul•, Oliphant called attention to the fact that the 
treaty makes no cut on aluminum or other monopoly commod1t.ies, 
but takes it •out of the hide" of the Uaine potato growers 
and Hew York milk men; that it 11ould have been better for 
the Ualne housewives if there had been a reduction of ?5% 
on aluc1num cooking vessels. 

HU,Jr., pointed out,in connection with the reduction 
in tariff on whiskey, that there were only 4,300, 000 gallons 
of four-year old whiskey 1n storage in the United States; 
that all of the foreign liquor which will benefit from t he 
reduction must be over four-yearo old and, therefore, will 
not compete with United States stocks . - He also told the 
group that he had been trying to get Ur. Wooley, Chairman 
of the Board of the American Radiator Company, to come to 
the Treasury and work exclusively on trade agreements. He 
had thought Ur. Wooley vras now inactive , but found he l'las 
very active in business and could not come. ur. Oliphant 
suggested J ake Viner whose hobby, he said, wae tariff, but 
Hm7 Jr. said Jake vrouldn 1 t come to Washington; that the nine 
months he spent in Washington last year were more than enough 
for him . Hl.l,Jr. said, however , thAt when Viner comes here 
next week, he will aek him. 

~ 
Ur . Gibbons reported he had been vis ited by trs . QPaoe 

Bryan Owen who had cocplained, and Justly eo, he thought, 
of a section in t he tariff act, put 1n by some special 
interest, under the provisions of which the Danes who ship 
butter to this country in aluminum containers are required 
to pay a tariff on the container both when ·it arrives and 
when it is shipped back and there i s no r efund. He said 
the only difference bet ween the fellQw who was responsible 
for the provision in the Act and Al Capone was that Al was 
in Jail! Hll,Jr., instructed Oliphant to look into it and 
prepare a bill to be introduced when Congress convenes vrhioh 
will correct the inJustice. 

In connect i on with the Davey etory 1n the newspapers 
yesterday, which attributed the source of its information 
ae Treaeury officials , llr. Gaeton eaid one or two of the 
newspaper men had told him that they were at the Board of 
Tax .A.poeals getting the etory and a lawyer there, whom they 
believed to be a Treasury lawyer, sai d that of couree it was 
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not really necessary to subpoena Urs. Davey down here and 
they oould have taken a deposition 1n0hio, but tor the 
moral effect they thought it would be a good idea to bring 
her down to Washington. Ur. Oliphant said he thought he 
knew whioh one of his lawyers it was. Hm, Jr. , told Oliphant 
to speak to the person responsible and tell h1m to be more 
careful. 

6 
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November 16 , 1935 

Mr. Hopkins called on me yesterday a t my request and 
told me that he felt there wer e $300, ooo,ooo or J4oo, ooo, ooo 
in various agenc ies, out of the 4-billion-8 which had not 
been contracted for and that this money ought to be trans­
ferred to him because, unless it was contracted for , the 
President lost control of this money. Be said that ex­
clusive of this money, he felt toot the President " ould 
have unspent on the 1st of July, 1936 , about $700, 000, 000. 
These figures check with our figures because we have been 
figuring that the President would hove unspent about 
~1, 000 , 000, 000 on the first of July. 

As Hopkins talked, he was leading up to the fact t hat 
he would not have enough money to last him until the first 
of July. I was unsympathetic and cold to his suggestion. 
I asked him how we could go before Congress and ask for 
core money when so much was being wasted. He demanded 
to know where it was being wasted. I made the suggestion 
tha t Tugv1ell might be wasting it . He said, "Oh, it is 
just unbelievable the way Tugwell is throwing money away; 11 

that the administrative set-up was so terrible that in 
many cases people in executive positions in the field 
organization of Tugwell 's had not been paid for so long 
thut Hopkins had to put them on his relief rolls to take 
care of them. I sai d , "Have you told this to the Presi-
dent . n No; he had not. He S~>id a couple of hundred 
people were sitting around in Tugwell ' s Washington office 
with nothing t o do . , , 

' ' 
I asked hi.m to ,give me a figure , in writing, that 

he had in mind for relief up to the first of July and after. 
He said he would get it to me . He said he needed a few 
more million dollars this month for str~ight relief and 
then by the first of Deceober he would wind up all relief 
and everybody then would be on work. 

Ylss Lonigan told me two things which, if true, are 
shocking; (1) that there are 400, 000 people on private 
payrolls to whom Hopkins is giving checks each week be­
c~use his organiz~tion claims that they are not being paid 
a living wage ; (2) that the figures he would give out this 
week as to the nunbe.r of people at work would be purely 
a guess figure. 
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November 16, 1936 

Coolidge, Gaston and Bryan came in to discuss the 
~dvertising campaign for the sale of baby bonds , and 
decision was made to go into the six national farm papers 
in January and advertise in all. of the sectional farm 
papers in February . 

I told them I was ~atch1Dg the cost and that they 
had spent $2601 000 so f a r for promotion of sales. I 
told them it was a lot of money and I would like to see' 
a little result, and find out i f the amount of money 
invested i t paying for itself. I would like to s t op 
advertising in the national weeklies for a month and see 
whet orders come in as a result of that advertising and 
if we find some are paying well , i n Karch we can start 
1t up e.gain. 

12 
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Hovember 16, 1935 

L:r. Bewley, Financial Cow1selor 
called today to see the Secretary. 
present. 

13 

ot t he British Embassy, 
Ur. Lochhead was also 

Ur. Bewley told the Secretary that, nrst, the Ambassador 
especially wanted him to express the Ambassador's gratitude 
tor his act ion on whiskey, both tor what you have done and 
for vrhat you have said. The Secretary explained that the 
way 1t is noll , anything over four years old can come in and 
t hat it is perfectly fair and does not compete with u. S. 
stocks . He thanked the Ambassador, through Ur. Bev1ley, and 
sai d he thought it was a happy arr angement . 

•well, on silver,• said Ur. Bewley, "the last time I was 
her e you asked me what the !!ong Kong program was going to be 
and I bad no explanation. 1 He asked permission to read from 
soce notes he had prepared, to which Ur. Uorgenthau assented 
and asked if Ur. Bewley bad any objections to notes being 
made on his remarks , and llr . Bewley said none at all . 

"The original position about China,"continued llr. Bewley , 
was that in London in the spring and summer of this year, they 
were afraid that deflation in China , which vras taking place, 
was going so far t hat t he Chinese would be forced to do some­
t ning about their currency; that they would not be able to 
carry on without banking troubles and that the alternatives 
seemed to be either def lation or managed currency on some 
sort ot an exchange system based on the dollar, Sterling, the 
yuan or 11he.tever it r1as. They wero not able to talk along 
any definite line about what they t hought the best solution 
was , because that depended on factors t hey did not understand, 
such as i nt ernal conditi one in China and the Chinese banks ' 
cooper ation. For that reason t.hey s ent Leith-Ross out to 
explore what the beet financial policy would be . 

1 Leith- Roee, since they had not made up their minds , 
had no ins tructions to press any particular policy. His 
instructions were to find out what the best line was, but 
he also had instructions that if they chose to adopt Sterling 
exchange , he was not to oppose it, but that was dependent on, 
first , the Chinese themselves choosing that it it suited their 
own situation; secondly, on the other cow1tries mainly con­
corned, that i s , themselves and you and Japan, gl\•ing the 
scheme their good will, U pO'sSlble , and theircooperati on, 
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but at least their cooperat ion, a nd, t hird, on the scheme 
bei ng t echni cally sound . The Chinese told Leith-Ross, 
not • l ong aft er he got t here, t hat t hey did not believe in 
pl a in devaluation. They wer e not sure they could work it 
and t hey d i d express the view that they r a ther favored a 
Sterling exchange standard on t he grounds , first, that that 
was t he currency which suited their f oreign trade beet, and, 
secondly, t hat London wae probably t he eaeiest center in 
whi ch to keep their reser ves and , i f t hey required a loan, 
poss ibly t he easiest cent er in whi ch t o ob t a in a loan. 

1 They d id not g ive any definite et atecent, because 
they wanted to know about t he possi bility of a loan. 
Leitb- Ross told t hem t her e wae no poeei bility of obtaining 
a l oan until t he other powers concerned, yourself, J apan 
and per haps France, had been consulted and your coopera~ion 
was aeoured, and in t he ceantime -- wi thout going into par­
t icnlare wi th you -~ he thought no echeme would wor k until 
there had been budget a nd bank r efor ms i n China. 

"That was t he s ituat lon when t he Chineee, on their own, 
decided to t ake the step t hey did. That was not done at 
the solicitation of Le ith-Ross ; i n f act, it cut acrose his 
coneultati one which he had on t he stabilization scheme. 

"The deci sion is the Chinese have a scheme of t heir 
own a nd ar e tryi ng to etabilize t he ir currency on their own 
resources and as the British Government s ee it, t hey might 
be abl e to do it, but it depen¢e upon what reservee they 
cay be able to obtain to back t heir currency. First, t hey 
mus t be abl e t o sell ecce of t he e1lver and a l so they pr e­
eumably would need a loan. The sale of s ilver depends 
l argely upon what t he Unit ed Stat es Treaeury decidee. Ae 
regar ds a l oan, t he policy of the Britieh Governcent is to 
come tn to some extent, if t h e Chinese wish to come in and 
get a l oan. On that point, t he view of the Treasury, as 
I under s tand, is that the British banke could assume the 
loan or could assure a loan if the Britieh Government gave 
it their o:K. There is an embargo on foreign loans in 
London, which is intended to preserve the Sterl ing exchange 
situation and loans are r efused if they are going to have 
any effect in weakening Sterling. Consequently, it would 
be very hard , if not impossible, for t he British Government 

14 
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to agree to any loan unless it involved t he Chinese currency 
being l i nked 1n some way with Sterling because, on any other 
bas i s , Sterling would have t o be sold tor dollars or gold 
and that would weaken the position ot Sterli ng. That is 
the embargo policy for t he moment . In any case, the British 
Government would not g ive their approval to a loan i f the 
other countries would object; t hat is to say , yourself and 
Japan, end, if possible, t hey would prefer i t, if t here was 
a l oan, if the other countries concerned would part icipate . 
They don 't want to make the l oan entirely on t heir own; 
that i s not the ir policy. That then is the position as 
it stands in China.• 

J.lr . !!orgenthau s r. id, "You don 't separate Shanghai from 
Hong Ko~? • 

Ur. Bewley said, " l'hat is Shanghai . I think as r egards 
Shanghai, the American E!.lbassy had not told Leith- Ross anything 
about their policy . " 

Ur . Uorgenthau r epl i ed, "He has been in t o see J ohnson 
and simply assured hi m t hat the movement the Chinese made 
was without hi e knowledge and to use his l anguage , as Iunder­
st~od it from J ohnson, t he Chinese had "beat the gun . • ~lat• s 
what he has told them. But what you have just told me about 
policy on a loan is new to me . Uost likely the State Depart­
ment knows it, but I don 't because I have never d iscussed 
t his question other than when I have been sounded out on a 
loan I have been very cold. We have not said that we wouldn ' t, 
but on the other hand I have very much discouraged t hem 1n 
thinking they could get a l oan, because I don ' t thi nk there 
is much chance . That ' s our position. 

•on the other hand," continued Ur . llorgenthau, •what ' s 
new there - - you are being very frank and I respond to that 
frankness -- I would say it would be impossibl e a lmost for 
Great Britain , Japan and ourselves to get together on a Joi nt 
loan 1t Great Brit a i n ltould insist t hat the currency be tied 
to Sterling. On the other hand, I can understand why you 
woul d i nsi st on it ." 

Ur. Bewley said, •we would not 1nsist unless it i nvolved 
a loan. Only,if the Chinese wanted a loan from us , it would 
be a condition of the loan. • 

Regraded Unclassified 



16 
- 4-

"But l et ' s say,• said Ur. Uorgenthau, "if t he four 
countries jointly would make a loan, you people would still 
insist t hat their currency oe tied to Sterli ng? It would 
a lmos t preclude our joining.• 

~- Bewley sai d, "I would not like to be definite 1n 
what I say, but I think i t i s probable we would insist on it.• 

Ur. Uorgenthau then told llr. Bewley the foll.;wing: "I 
would say t hat from what you have told me and what I have 
known before , it Just makes i t that much more di fficult for 
the three or four countries to Join together in making China 
a loan. It adds to t he difficulti es and they are almost 
insurmountable. And that has been my position here . But 
t hat does not take care of t he i mmediate day-to-day situation 
which exists in Shanghai, because that i s socethi.ng, if you 
read the papers , that may go up tomorrow. I don ' t know.• 

Ur. Bewley told the Secretary that •on the day-to-day 
situation we have not been informed any more than I have told 
you. • 

I.lr . Llorgenthau asked !.!r. Bewley , a.~ t his point, the follow­
ing: "The question now is t hat China has taken t his move. 
How much interested are you in seeing them make it a success? • 
Cr . Bewley replied, "I t hink we would like to. I think it 
is obvious we would like to .• And Cr . Uorgenthau said, "How 
tar do you want to go 1n seeing her make a success of it, be­
cause it is quite obvious Japan does not and is doing everything 
to make it fail financially . • 

:.:r. Bewley replied, •our line has alvtays been that we 
don ' t want to do anything unless we have the good will of tbe 
Japanese and yourselves . I f it comes to a defi nite conflict 
of opinion between the Japanese and other powers , I would not 
like to say at all what it would be .• 

•suopose everybody could s et together except the Japanesel" 
asked~: Uorgenthau. I.lr. Bewley replied, "That' s you and we 
and the French (but the French are not much i nterested? ) Is 
there ~ defi n i te alternative 1n your mind?" And Ur. Uor­
genthau ~aid , "I will just go that far .• llr. Bewley said , "I 
would not like to say , because it i s our poli cy to work i n with 
the Japanese if oossible . The Ambassador talked to the State 
Department ~d one of the main features he made was, i f possible, 
to work in everybody ." 
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L!r . llorgenthau told !.ir . Bewl ey t ha t , to quote hi m, "I 
have pretty good r eaeona to believe t hat as a stra ight banking 
and financi a l matter, the J apanese have done everythi ng t o 
wreck it . I am just saying that they have gone out and done 
everything possible to keep thi s move of the Chinese f rom 
being a success . I am not talking military now; I am talk­
ing s tra ight finance . • 

Ur . Bewley sa i d , "I don ' t know if it is a ouestion you 
can answer , but do you think it i s possibl e for.t.he other two 
countries to do much i f the Japanese ar e really out to wreck it?" 
H. L!. , Jr. , said , 11 I don 1 t know. You can 1 t t ell what you can 
do until you try it . Talki ng for myself , I would like to see 
the Chinese · succeed." And Bewley r eplied , "I think we all 
would ." !.<r. !!orgenthau said, "But just saying so and s itt ing 
her e i s not much help.• Ul'. Bewley agreed, saying, 1 Yee;quite . • 
He continued , "Ther e are two possible lines on that. I don ' t 
know it. is quite fai r to ask you. I don ' t know whether we 
woul d be prepared to make a loan on our onn , apart from you 
and the J apanese . I am putt ing thio purely hypothetically . 
\Tould you have any s trong objections or feel i ng on that?" And 
!.:!.• . L!orgenthau said , "Oh! !io !. 11 1 That would not conflict? , 
asked Llr . Bewl ey . And t he secretary r ep l ied , "You mean 1f 
you people made a loan, would t he United Stat es objeot? Oh! 
I<o ! \1e would have no right . 11 And Bewley expl ained , "I mean 
if we coul d only make the loan on condi t i on t hat t hey join 
wi th Sterling, i t lfOuld be difficult for you to do so? You 
woul d have no feeling?" Ur . ~orgenthau r eplied , "Don ' t mis­
understand me -- not 1f it was a f a ir bargain ~th China ; if 
you people d id not drive too hard a bargain. It has been 
done before . I don ' t mean by you. If it was a fa ir bargain 
to China, then we could not obj ect .• cr. Bewley replied, "I 
don ' t think that will ari se . 'He "ould certainly be loa the 
to act on our own, we would r at her act , i f possi bl e , with the 
t wo of you." 

l.!r . Uor gent hau told I.ll.' . Bewley , 11If she does not get some 
help, i t looks pretty gl oocy over there . This i s pretty im­
portant v1hat I am t alking about and at this tiae I would not 
care to go any further , but they are pretty desperate; pretty 
desperate . • 

Ur. Bevlley explAined t hat he d id not think there was an,y 
more he could say a t t he moment. Ur. Uorgenthau agreed and 
said , "But you get what I have in mind and, as I say, when 
one talks frankly to me , I can t alk equally frankly. If you 
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have any i deas , co•ne in, and i f you don 1 t come back we will 
just know that there i s nothing more to follow along that 
particular line. • 

Ur. Bewley her e said, "There i s something more , because 
in this cese ~here i s t he question of Hong Kong. What ~ey 
have said so far i s that they are sorry they can 't g ive me 
any more about the future of Hong Kong currency . Hong Kong 
i s practi cally a part of ~nina and they presuoably canTt 
decide about Hong Kong until the positi on of China has been 
cleared . And t he only other t h i ng, I woul d like to rectify 
I think I said 100 , 000 , 000 ounces vms t he reserve the Govern­
Cisnt has agai nst s i l ver. I now find t hat 100, 000, 000 ounces 
cover s everyt hing. • 

Ur. ~orgenthau sai d , "I ac Just goi ng to say t hi s much 
I ac not showing cy hand for today . That 1 e a ll I ac going 
to say, but if I had eoce indi cati on or the reeler ! have 
given you I would be much mor e inclined to show my hand." 
He added, "I t hink we are malt i ng a gesture through Governor 
Norman which i s much to our mutual advantage . 17e are trying 
to work out an arrangement which will retard the flow of 
gold here and Governor Har rison has t alked twice t o Govel~or 
Norman and t he suggestion cones from us . He seemed to like 
whatever we are doing.• Ur. Bewley wanted to know if t here 
was anything t he Secretary would like h i m to do . llr. Uor­
genthau t ol d hi~:~ , •we have initiated it and I thi nk it 1e a 
friendly ges ture again. l'Te could do it through our own 
banks , but we chose to do it through the Bank of England. 
The fact you are here is whY I t hought I would tell you and 

, if you should hea~~bout it on Tuesday or Wednesday , there 
1B no reason whY you should not know it no\v. Ordinarily , 
I don ' t do 1t through t he Bri tish or French; I do i t through 
the Central Bank . All I am t rying t o do, without changing 
anythi ng, i s Just to put the brakes on, to sort of try i n 
some way to stop t he violent fluc t uations, and t hen it will 
work bot h ways .• Ur. Bewl ey t hanked the Secretary f or hie 
ki ndness and courtesy 1n telling him of thi s . 

•••••• 
After Ur. Bewley left, the Secretary call ed in Ur. Coolidge 

and the Secretary and Ur . Lochhead summari zed for Ur. Coolidge 
t he conver sation betfloen llr. Bewley and Ur. Uorgent hau, as 
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follows . 

Ur. Bewley came in again in regard t o the selling of 
s ilver for Hong Kong, but he brought up the quest i on or 
Shanghai and gave us their general views. He said Leith­
Ross went out to China to study the whole situation. He 
was not instructed to try to get China to go on Sterling 
basls; however, he was not instructed to oppose them if they 
d id want to go on Sterling bas1B . Bewley said t hat under 
their instructions they could not participate in any loan 
unl ess the loan would put China on Sterling basis , and how 
d id we feel 1f they wantedto make a loan? so HlJ,Jr. said, 
I have no ob jections as long as you give China a fair bargain. 
Then he tried to sound out the Secretary and he told Bewley 
that the Treasury ' s pos ition had been t hat a loan to China 
was almost impossible and from what Bewley had told hi m today 
made it that much cor e 1cposs1ble for us to participate 1n a 
loan to China. 

Then the Secretary went on to say that t hi s 1s a day-to­
day business. He asked Ul· . Bewley how they felt about China 
making a success and Ur. Bewley said, Oh, we want to see 1t ! 
I told h im that we too wanted to see it, but our sitting here 
does not help very much and Hl:!,Jr . , told Llr. Bewley tha t he 
happened to know t hat J apan has done everything 1n the ex-
change markets to make the plan fa ll. Ur. Uorgenthau asked 
hi m if 1t had occurred to them that knowing Japan wants to 
make it ran, that t he United States and England might Jointly 
want to help China make a success or it. &!wle' sa id that up to 
now they had never wanted to do anything that J apan did not 
j oin t hee on . so t he Secretary told him, a l l right; he 
was just thinking out loud, and if it was not acceptable just 
t o forget 1t, but that China 1s desperate . m;,Jr. told Bewley 
he had not showed hie hand, but if , on the other hand, he knew 
tha t Grea t Britain was 111lling to overlook the fact t hat J apan 
does not want the plan to succeed, be would fee l entirely 
different towards showing his hand. 

Hl1,Jr. told Cooli dge that Bewley was a smart perso~ and 
what he had throtm out ,;as a suse;eation of t he idea or Great 
Britain and the United States cooperating without Japan and 
be got it all right and then ~.Jr. told him, t hat as long 
as he (Be•.vley) wfls here , he wanted to tell him that we are 
wor king on someth ing with Governor Horman to retard the f l ow 
or gold both ways and that we usually do such t hi ngs through 
the Central Banke and not through the Embassy and that he was 
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only telling Bewley because h e was present and he mi ght 
hear about it Tuesday or Wednesday and might as ~ell know 
now . 

Ur. llorgenthau told llr . Coolidge he had forgotten t o 
s~ that when Bewley cace in he brought the British Am­
bassador's gratitude for the Treasury's action on whiskey 
and wanted per sonally t o think t he Secretary. 

20 

HU,J r . also t ol d Ur . Coolidge t hat as far as Hong Kong 
i o concerned, Bewl ey had sai d t hat what t hey are going to 
do they can ' t tell Wlt il they know what Shanghai is going 
to do . HU, Jr. told Coolidge that he felt h i s way very, 
very carefully , but he would not have gone eo far if the 
Pr es i dent had no t g iven h i m hi s O.K. The President had 
told ~. Uorgenthau that he could go that far, but to be 
very vague . The Secretary told Cooli dge he had kept t he 
conversc t ion strictly on a monetary basis. 
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November 18th 

I told the President that I was doing nothing ubout the 
unemployment situation now und was pl~nning to wait until after 
December 1st when the three and one half million men supposedly 
would be at work. However , I have beeu disturbed very much by 
Hopkins coming to see me Friday and telling me t hat he would be 
out of money by J.pril 1st . The President said , "no , his money 
ought to last him until Way lst" - which also surprised me . I 
then s~oid , "can 't we let this questi on of additiorud money for 
Hopkins wait unti~ after you return from Warm Springs" and he 
st.i d , "yes, with the exception that Hurry muy need some addi tional 
money to wind up his present relief .l.work. " I said, 11 yes, I under­
stand th~ot be made need an additio~three to five million dollars 

t his month" . The President s a id yes that was what he understood 
too . 

I said that l'iallace had told me this morning that Tugwell 
had dropped a hint thbt he might want to put some of the resettlement 
work in theDepartment of kgriculture and the President said , 
emphatical ly no" . Be then sketched expenditures as he saw them 

and thought that the budget would come up to about four billion 
dollurs including everything except relief . 

He said he doubted if he would talk with Buchanan ~t 
this time a bout relief . I then asked , 11 how about t he bonus" and 
r a ther crankily he said , " the bonus does not go i nto the budget 
mess~;ge? so I r ather hesitatingly and feurfully said to him, "do 
you C~<re to tell me what you lu.ve in your mind about the bonus". 
He Sbid, "what do you mean" so I answered, "do you expect to sign 
the bill if it passes• and he said, "how cun I tell - ho" do I 
know what kind of a bill they are going to pass" , so I knew tlr..t 
I WLS irritating him but I continued to press for an answer and 
then he said , " there is not one chance in ten that I will sign 
the bill" and I s aid, "well no one c an ask for more at this time" . 

I cleared up two things: 

1. He does not intend to include the bonus in his budget message . 

~ . I think I might assume that the odds are in favor of his 
vetoing a bonus bill but I would not want to b& very much 
money on it. 

I told him about Bulkley's coming . So he refreshed 
his memory and said, " if you wish to , you can t ell Bulkley thl..t 
the case of Collector Moore is not one of l aw but one of ethics -
what is right and what is wrong and you ca n s ay that the Presi dent 
suys that Moore has to make uo his mind whether he wants t o resign 
or turn back the money. · 

Regraded Unclassified 



• 

"" - ' -

Bovember 16th 

Charlie West and Senator Bulkley came to see me this 
morning in regard to lloore. Charlie \'lest did not tell Bulkley 
until five minutes before he c~me over here that the President 
~ould not see Bulkley - t hat he had to settl e this matter between 
,,est und myself . Bulkley blew up bect.use the President would not 
see him . Then he c~e in here in a vile humor and claimed that I 
had given my word that before I did anything further t hat I would 
t alk to Bulkley about it. I told him that I had no recollection 
of having given my word. Then, when he insisted that I had and 
got mad, I bec11me very angry and went completely off the h&ndle 
dnd sa id that no one had ever said in Washington that I had ever 
broken my word and I would not permit anybody to say so . He then 
calmed down and was willing to s~y that he believed ce but could 
not help thut his recollection wos different . r.e shook blinds. I 
think everything is all right . 

fro:n the 
although 
~~<ctuully 
thE. t he 

He now wants me to have Moore only pay the money bock 
time he got the noti ce from us which was sometime i n U"'y 
he is not insisting on tha t . V.es t t ells me t hat Bulkley 
has Uoore ' s letter in his pocket in which Moore says 
i s willing to r eturn the money . 

I called Oliphant in and tried to prepare a l etter which 
would work the thing out and I am to see Bulkley again tomorrow. 
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\Vest: 

H. M. Jr. : 

c. w.: 

H. M. Jr.: 

c. w. : 

H. Jl.Jr. : 

C. Y/. : 

H. M. Jr. : 

c. w. : 

H. M. Jr. : 

C. VI. : 

November l B, 1935. 
Monday 

What you said th1a morning to the Senator is -- had 
a very good effeot. 

Well I'm glad to hear that - any reservations? 

- He said no 
him -

Good 

no reservations. - I had lunch with 

- and he said t h is, 1 1'/ell' he sa1d, 'I can understand 
now, really how that could have happened t hat he 
might just have said incidentally that he had seen 
me 1 - and he said that he was t hinking of only just 
one thing -

Yes 
. 

- and that was the Moore matter 

Yea 

-and he might have misinterpreted. He said, 1That•s 
all right ,• he said, 'I'm awful glad I had a chance 
just to talk with him directly on i t •. 

Yes 

So I was thinking t his, that if you can uphold the 
principle and not have to change your position on the 
fundamental -

H. !.1. Jr . : Yes 

c. w. : 

H. M. Jr . : 

C. VI. : 

H. u. Jr . : 

c. w.: 

- proposition, but make any moderate concession - I 
think it will just fix it up and he'll be perfectly 
satisfied. 

Yes --

Well , of course, he told me afterwards , more frankly 
than, or more freely than he did to you 

Yea 

- that Moore had no 1 damn business ' getting mixed 
up 1n it, that even though there might not be a 
violation of the technical reguJ.ation, that i t waa 
embarrassing and that ~oore certainly shouldn't have 
done anything of that sort. 
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H. M. Jr, : Yes 

c.w.: 

H. !~. Jr. : 

c. \'/. : 

H. ~·. Jr. : 

C. l'l. : 

1{, 1'~ Jr . : 

C. \7 • : 

H. U. Jr. : 

c.w. : 

H. M. Jr .: 

c. w. ! 
B. I.!. Jr . : 

c. w. : 

H. !1. Jr. : 

c.w. : 

B. t!. Jr. : 

c. w. : 
H. u. Jr . : 

c. ':1.: 

H. J!. Jr. : 

c. w.1 

So I feel that if any concession can be made - while 
still upholding the principle that i t'll -- that 
he ' ll be perfectly satisf ied. 

Yes , well, I'm going to see Oliphant 1n a few minutes . 
\'/here is Senator Bulkley staying - what hotel? 

At the Carlton Hotel 

Carlton? 

Yes , and if you can't send those addre ;ses - those 
letters 

\"le will 

- to his office send the.m t o the Carl t on, 

- We'll send them to t ho Carlton Hotel tonight. 

Yes , - that 'll be good. 

Well , I appreciate your calling, 
after all, he ' s thinking of - of 
word and I myself , as he left the 
Senator, I ' ll see you again about 

Yes 

And just not remembered it. 

- I feel , I mean I 
just Moore in each 
door said, •well, 
this matter •. 

Yes, well that could certainly have happened. 

But, for me to say, 'How before I do anything I 111 
take i t up with you •, I ' d have made a note of that . 

l'lhy certainly you would. 

Yes 

I felt certain that 

Well I think it was good for both of our blood pressures 
to have blown off. 

Exactly so , Henry, it didn' t do a bit of harm and 
he ' s got the thing of f of' his chest now -

Pine 

And--
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!l. ~. Jr. : 

c. w. : 
H. ~'. Jr. : 

C, \'1 . : 

H. M, Jr.: 

c. w. : 

F. !.I. Jr.: 

C. VI. : 

H. l!, Jr,: 

c. w. : 

I!. '~. Jr • : 

c. w.: 

H. M. Jr, : 

C. VI. : 

H. l!. Jr. : 

c. w. : 
H. ll. Jr, : 

c. w. : 

H. 1!. Jr. : 

C, W, I 

H, M, Jr.: 

- 3 -

I don • t want to 1118ke an enemy ot him. 

No - and it isn't necessar y and it won• t be that 
And the beauty is that he changed his mind and it we can settle it without bothering the President I'd love it, 

That • s just what I want to do 

Yea 

I didn't want to get him to go over there and bash over the details of this because the President should not be draised into it. 

No 

You're dead ri&ht on your proposition with reference to it. 

Fine 

Bulkley admits that , he told me so in so many words, in fact , he showed me t he letter that be had ready to hand to the President, but when I told him what I di d this morning (Laughter) , t hat ws were going to handle it entirely with you -

Yes he went up to the ceiling -

Yes , be you nee , he thought you were ao far apart that he couldn ' t work it out . 

Yes 

But now - now ho feels better, the fact that you told him j ust what you did 

Yea 

- was all r i ght. 

Fine Vlell I 

I wasn't able to get a tip to you (Laughter) before we got over. 

Well , I mig.ht not have reacted as naturally it you had. 
I thinlc that ' s true . 

All r i ght 
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c.w. : 
ll. L4

• Jr . l 

c. \1. : 

(Laughter) 

Thank you. 

Goodb7e. 

.... 
lll right , H•IU"7• 
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november 18, 1935 

J.lr . 
Ur . 

The following met with the Secretary today : Llr. Gibbons , 
UcReynol de, Commissioner Uoyle , Ur. Ballinger, Ur. Dow and 
Gorman . 

llr. Gibbons presented to the Secretary a memorandum from 
Ur. Gorman (copy attached) containing Gorman ' s ideas on how 
to correct apparent unsatisfactory personnel investigations 
by the Customs Agency corps. Ur. Gibbons also oresented a 
proposed Treasury Decision, which Gorman had prepared and 
which he hoped would remedy ?ertain existing conditions. 

llr. Gibbons pointed out that under the prevailing pro­
cedure, when a customs agent goes into a port and makes a 
quick audit, as a result or which he finds the collector or 
assist ant collector or one of the higher~upe is engaged 1n 
misconduct which involves moral turpitude , the agent must 
stop the investigation and report his findings to Washington. 
Oftentimes 1n a case like t his, the Commissioner or Assistant 
Secretary or someone in Washington would order the investiga­
tion closed because the employee suspected of dereliction of 
duty is a friend of a senator or a presidential appointee. 
!~. Gibbons said he felt that was where all the trouble 
originated. 

Under the proposed Treasury Decision , if the Secretary 
would sign it, customs agents will be authorized to conduct 
examinations and investigations without prior approval trcm 
Washington, and would clear up the whole situation. 

Ur. !Jorgenthau read the ~:~emorandum through, rather hurriedly, 
as he was pressed for time, and questioned paragraph 5 . Ur. 
Gorman explained to him that it was not intended to bring in 
new men from the outside ; on the contrary, all agents would 
be taken from the employees of t he Customs Service after having 
had at l east five years ' service and would i n t his way be ap­
pointed without regard t o political affiliation. Ur . Gibbons 
pointed out that Post Office Inspectors are appointed in this 
way. llr. Uorgenthau sl\id he was for g iving the man in the 
ranks a chance. 

The Secretary told the group that he considered llr. Gorman's 
memorandum excellent and t hat it looked all right to him and 
was Just the kind of meco he wanted. He suggested, ho.,ever, 
that more time be g iven to it and that UcReynolds should study 
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it and include any suggestions which any ot the group 
wished to make . He instructed McReynolds and Gibbons 
to bring back to him, within 24 hours, a finished product . 

Ur. Uorgenthau told Gorman it was up to h11D to get 
r ssults and he thought this was the way to work it. He 
a l so told Ur. Gorman that as he goes out in the field to 
center with the supervising customs aoente and as their 
reports come in, he will find a lot ot stutt a t the top 
ot t he kettle - - •scum and stutt• -- which will have to 
be removed, but he thought Gorman had the right idea on 
cor r ecting conditione and that he was very much pleased 
with the memorandum. 

24 
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l ot Siler 11. 1111. 

!0 fBI IJCU!AIIT 07 ftl DI.LitlllT 

ftal DIPU'1'l COIIIIISSIOID C11 CU8!0111 OCIJDid: 

II Bla Pere011nel lnnotipttono COD4~~et­
!4 )y Qe CUt\ft' Ac!M' Strrict. 

i n the hcre\ar)'1o office on !lo....,..'Mr 1<6, 19311, w1 th reapeet 

to the ••tlofaeto!'J' -•r 1A Which recent pereOilDel i,...ee\1-

ptlfllle baft 'lien colld.w::ted b7 the C'Utoma Apnq c orpe , 8114 

ito failure to 48tect aD4 report flacrant dereliction• on 

ed •ill, 1A 'Iff opinion, afford the Deput7 C~ealoaar 1a charp 

of the lueotlp.Un tl'IIU of the 'Buraall of C-ut-, aD4 the re­

epectin hperTiaiAC cuu- A,pata 1D the f1el4, tile ucuM!'J' 

tr .. dca ot aettGD 1D daaliBC nth thol aituaUGD 8114 1DatUuU-c 

r.adlal -aure• 1D the praaiHel 

1, ftw pr..,lptlCID '117 the lecntaz7 Of the 'l'Na&V7o 

thro1aP a fraa&V7 o!.echloa, of \M Nfteatloa of \M prortelCID 

cODta1Doo!. oa Pap a. Sec\lcna n, of the ...,._1 tor ua of 0'111\oo!. 

&tatoo C-ut- Acoate "e'dac Port tzee!aatlGDO, IIIlich nlotoo 
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oftlcer or e11plo,ee of \be Cut- S.nlce o\ber tb'P chief 

edm1p1.etpt1n offlctn of She Mt4cm&rt•n Mit• Aa \o tUM 

laUer oftlel&le , \he wtncUoaa uet 0Qiarpe of atec011411c\ 

lAYol•lllc moral \urpUIIdtl oa the par\ of chi ef a4ataietraUn 

o!!i eere or \heir chief ueht&ah ebould be wbm1tted \o 

tbe Bureau of Cute-a prior to lnYettiption. • A ausget\ed draft 

of an order fro. tbe lecret&rT re•oklJic the abo• e proYleioa 

h hereto attached. 

In thie connectloa, it ie needlete to point out ~t the 

ebon prorltioa bu in tact operated u a deterrent rather Ulaa 

en ineent1•• tor cuato .. acente to in•e•tt&&te end report coo­

dltiont reflectin& dereliction• or laxitiet on the parte of 

eollectore a4 "'•ir cbtet &81iet&ate in their &dmillletratlon 

of )he reepec:U•e eollec:Uae 41etricte. Cut- acente, be..,_ 

inc in a1JI4 wbat ~Pr-••4 to certain •IIbera of \be eorpe no 

bed the t-ri\7 to inneUpte eon41tiona inYolYllll: pollible 

moral \~1\~ on \be parte of field &4minietrati.a offieere, 

are rather beelt&at to in• .. ttcah 81aeh •ttere 'lmlell an4 

uaUl tbe7 u- era" proportiOM. lithOilt cotnc tato .cb 

4eta11, ...S rel71nc eolel7 • -17· 1 ..:¥ cite the caae of 

&D acent (x-ie, no waa t..aeferre4 h'oa ... Tcrk to ... OrlMU 

tor the reaeon \bat be ... o'bnoziou \o a Preet.daUal eut­

appolnhe on aee-t of hh pereh\eiiCe in ba•tnc & tboi'OUI!b 
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1nnot lellt1on ..to ot ~. Mc8ace of JINHIIpn ani't'IJIC tra. 

abrod who .. re tr1oll4o of the 11141't'1dua1 lA qv,eoUon, u4 

wbo wen Mt oa tu pten 'll:r lita, Yi~ tiM e't'icleat paJ"pMe ot 

IMYIJIC tbe bagpp pa .. ed wtthn.t p~l' illepeetion • 

.t.Dother ea .. fllich -:r be cUed h tbat of u apat (Scbartt). 

wbo b7 re&ooa ot hh ••1-e .. lA ill't'eetiptl&« i>8r8oDIIe1 c -

41t1ona at •oc-1ea, incurred the aa.dt;r of the collector aa wel l 

aa U.t of a 'lllltted Statea Seu.tor, who :rec a 'ell •t hope 

:rov. w111 eM n t attar p~r tanaUpU011 to order hie remo•al 

t'ra. the •oc-1•• oecU011, u I ~111): u hu bHil there t oo lOOifJ. • 

!hU apat wu 1A tact tranaterre4 trenD •aca1ea t o Oe.lnatOil , 

&Dd, thereafter, a a dllilar inalateace of tu Collector ot 

the Oal•eatoa Dhtriot, traDofer:red to hh preaent ataUoa at 

Sea Alltoaio • 

.t.Dother eaae h that of u acnt 11011 deceue4 (Pat ~ 

11er) , wbo reported a ...aot abortap 111 the aehed 11qw:~r at 

Detroit , all4 later:red tbat tiM collector bad aomethtnc t o do 

with ita 41•ppe&ra~~Ce. !hla report eo•how cot 1Dt o U. 

11napapen, wi~ tiM renlt \bat the ac-t waa clemot..t tr. hie 

poelt10D u Cute. AceDt lA Charp at DetroU, all4 trauter:red 

to uother etattoa. 

Anothe r l11ot&Dce, which 11 peltlape wi tbla U1& -17 of 

the lecret&J:7, reletae to u 1DC14ellt Where \he hpen1e1DC 

• 
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Cu\011111 .Acent at Seattle (Greea) , tapped ~ wire ot u 11llli­

Yidul (a k1lotr1l raca\eer), wtlo, 1t wu repon-4, wu nd.aa""~ 

tac t hrCIQCh ~ collector to ba,.. ~lt 4ec:lancl •ta• a 

a orpll t of ~ .ote\7 pal4 1a the Jleltel caae. '!be aceata 

lteteDe4 tn on ~ t apped wtre to conYereatione between ~ 

1D41Yldual aD4 the collector, 'but ootbtDC detrimental to tba 

latter 4e,..loped. !be collector, howner, wae .ach exerc1ee4 

wbn ba le&J'D84 that tbe wire referred to bad been tapped, aD4, 

eo I ba,.. been Wo~. threatea-4 t o ba,.. ~ acent tr&~~.&­

terred troa hie dletrtct, and e ... to Waebtacton aDd proteeted 

••~ntl7 t o Depart•ent ott1c1ale •• well ae to bie SeD&tore 

and CODgree- 011 t he bill about the W&7 ba bad been huail­

t.ated • 

.&Dother caM baa t o 4o with certata cuatoae acente at 

I:IW York (O'hete, llc.&Dltt, et al.) ~ 1117 reaaOD ot their ac­

tirttiea 11l tnY .. ttcatlDC tbe action• ot certaiD en•!Mre 11l 

28 

tba .t.pprateer'• Store• at I:IW York, tnclwl1D& one wbo .Ueequnt-

17 -• aent to pl'laoa, iJicurre4 \he ill will ot tba jppre.iMr 

11114 were Ylrhall7 barred rr- rtetUac the qpre.iMr'• ltoree 

'b7 the jppre.iMr. 

2. Preqlllht iDapeoUone b7 the :OW,.., c-tuiour 1a 

Charce ot ~ ~atipUn u.att, of all \he .a'lOU ottio .. 
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llll4er hit a'QIMnidoa la thio COIIIltl7, u4 the inapection b7 

b1JI of the cutOM ott1ceo abroe4 at well tiM u opportul\7 

affo...U. 

Since betac a~latacl Depv.t)' Co.-i .. lolln of Cutoa fin 

;vean &«e. I h&" o11l7 inapaeted the lle&J'b)' of!iceo, aJid t hoao 

at irregular intern.le, u d haTe aenr Till tacl the of!icea lo­

cated 011 the llexiC&A 'oordn 11or tbe Pac l!lc co..t. I haft 

h .. Uatacl to .a loac tripe neb u t o tbe Peel fie co.at, or 

!ncr-t J-pa \o .. ~ dlatl'ich on the .A.Uaatlc eoaat aJI4 

the C•vd'an 'oorder, for f"r that the7 would be looked upoe 

ae •tuata.• 

29 

I, \benton, deoire to Jan tul l authorlt)' to .a euch ln­

epectlon t ripe without prlor permi .. lon, whenne:r I d- lt 

nece••l'7 to do ao. 

1D t bla cOIIIUICtlon I would atroncl)'ugo that I be &lltbor­

iaacl to Tialt lmmediatel)' •'"1'7 Cuton. .A.cent7 Dlotrlct 1n thla 

coun\17, for t.ho JNJ"PO• • of contorrlnc with the Supenieinc 

CuatOM ~nta u4 their nlloftlMt•• aod aovat.ating the• with 

tha fact that tlw)' wlll be bald ladlnduall)' aJI4 M't'er&ll)' re­

ep-lble for the proper cool'IIC' o! the pere-el 1n tbelr Ua­

tne\8. 

a. !ba' 11Dtll the Out- .&ceD117 Senice, ador tbe pro­

pooacl n• oet-ap, d-otnteo Uo •tUne .. tn aep the Cueto• 

h-• 1n order, u4 \o ett'lc1en'l)' lanoUp'• po~l -•· 
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no aD\alde lDYeat~\ln ac&Delea be lDatructed t o coDdact 

ln•eet~tlone dealtnc with ~urel7 cua\o~ matters . It ie 

~erbape aeedlaee to aa, ~\ tba aetlCDment or oataide agentt 

to work ordinarily haDdled b;r cuato• ageata baa a de1110ral1dac 

errac t on the latter. When outaide acenciat are aaei~ t o 

coodw::t 1antUptiona or euatOIIIt perso~mel eaaea, w.ch at tba 

Sec ret Santee lDneUptlon or eodlUoat on the doclca at 

ll" York, the local cuatooa a«enta baYe a teodenc:r to ceaae 

their ac\hiUee 1D ~t rec;ard, on tba aanq>Uon that tbe;r 

lllieht later!ere with tba ianetipUoa belac eoDd'UICted by tba 

other actllll7• 

4. !bat tba Depv.t7 CoiiiD1aa1oaer or Cuatoma, in cbarp 

or \ba lDY .. t~U Ye Unit • tiJ.rnith directl.J t o the Secretar;r , 

currentl.:r or perlodl call.J, aa ~ be dtteraiaed apoa, brlet 

tJDGpMt or all tllt'CII'e pera-1 1Dntti4&Uona CCIIIA'UICted b7 

the Ca.to .. ~DC7 corpe. either oa tbalr own iDitla tlYe or 

Upotl req~& .. tt !rom collectore or 1attncUont troa tba :aurtau 

ot ea.t-. !'hit, 1D order to keep the Secretar;r 1D!or.ecl 

•• t o ,fuat what la belDC done 1D the aDat- !leld lD" thU 

repl'd. 

5. !bat all tu.ture appolnt..tt or <naatOIIIt A«Utt be 

...s.. b7 eelecuoa troa tba <naato• ruka or- no ban aa.4 

at ltaat nn :reara <naatooa ezperlence 11114 1lbo ban t'UICct­

fllll:r ,.._. a apeclal naeSutloa aUtltillc thelr klleorl~ 

30 
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ot the varioua branch .. otcuat.- work. Aaeh\ant Secretal')' 

Gibbou bee advocated ncb procectare, u4 iU adoption wou14 

eene to re-• \be poeiUoa from \be 1Dfiwaee ot poUUct, 

which illtlumu:e 1a \be peat bae reeul\.cl 1a \be appoiatlllent 

of men not q-Galitl e4 tor the pneral dutiee ot a cut~\oaa a&ent . 

l'h1le there are a few web etill on the roeter the;y are ueariac 

the ace ot ret! rement u4 are be !.Jig ueed 011 •ork of miaor l.a­

portaaee but ... eaUal to the pueral routiu. !hie eUuaU011 
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11 Cftduall7 cleartac ~ u4 • 111 H eat1rel7 c:ur1ld if all fUture 

appoill'-\t to the corpe are reetricted t o p1cbl4 •n frc. the 

cut- rub aD4 not a4e h'om the etan4po1nt of political 

expe41111C7• 

!bat eaeta.e scent• have been eztr ... l;y effective in tbe 

put ill U~~ConriJIC lui t7 ill the euatou pareonnel h eT14ence4 

b;y.., i .une ticatioa illetituted b7 the SupervhiJIC Cut.- .... at 

at Seattle, • hiGh reeulted 1D the conY1o\1oa 8114 eeateDCe ot 

\be tor.er collector ofoueto• at Seattle, the 4.1AI1eaal of 

t4ree inepectore, the de.o\ion of the chief iuepector, aa4 

the tuepelleiOD of three other cuato• e~~~Plo;yeee, tor 1rrecuo­

laritiee 1D their official cODIQct. 

Bderuce -.:, abo H -.4e to the 1nveet1eat1oa Wtia\14 

'b7 lapervhiiiC Cut- ...,.nt wn• a r .. ;yean -co at Detroit, 

whicll reeulte4 Ill the conYioUoa u4 eeateaeinc ot appron•.._ 

\7 tit\- 'bor6n patrol iupeOtora at Detroit for the IICOIJI\&Me 
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of br1bea, !1111 1nn1UpUoa ... es:hD4M \o otber poill\8 

al oDC the Oana41an border, Which r .. ult14 1D tbe 411111111&1 ot 

••• eral other illlpectore, at !utfalo Nl4 o,den1~, 

It maT be a4414 tbat at the preeent ti .. a cOMmittee of 

cuatoCII acente il ·~ ill reorp~~h1DC the pen ollllel aD4 

bua illlll •tho41 ot the SaD Mion1o Cut o• CollecUOD Di~ 

tl'ict, with a •i .. to correctin« \be kAOWD lu:U.r which ezieh 

there , aD4 placlllc t he dlltrlct aa an eftlcilllt 'baeh. 

1 !Ml coat1411lt tlat with the a4optioD of the abon rec-.. 

•llldat1aa1 \be Cut,.. "&IDC.Y Sentce •111 t'llac tiOD ill a JDO:re 

ett1c1n\ -r, perttcul~l.r with r .. pect to their illnet1-

pUoae ot cutoo. pereoDDel ca111, \ball a t prelent, I f 1i 

doe1 not t llere abould be a llhalr:e-vp ta the corp~ fr(a the t op 

to the bo t toa. 

( SGD) THOUA.S J. GOR:.:A.:I 
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Copy 

(T. D. ) 

TREASURY DEPAR'l'I~!IT 

33 

Office or the Commissioner of Customs 
Waehinston, D. c. 

TO COLLECTORS OF CUSTOA:S, 
SUPERVISIJ:G CUSTOUS AGENTS, 

AllD OTHERS COIICER!lED: 

In the conduct of investigations of al leged official mis­

conduct on t he part of chief administra tive officers of the 

Customs Service , wri tten and oral instructions have been issued, 

nnd adhered to , tho effect of which has been that charges of mis­

conduct involving moral turpitude on t he part of chief adminis ­

t r ative officers or their chief assis tants ~at be submitted to 

the Bureau of Customs prior to investigation. 

It ia the desire of the Department that in tho future there 

shall be no differentiat i on in the treatment of chief administra­

t i ve of ficers of customs and their subordinates in tho matter of 

investigating accusations of alleg ed official misconduct. All 

rules, regulations and inst ructions in conflict with this ex­

pressed policy are hereby revoked. 

Undivided responsibility for the investigation and reporting 

t o proper au thority of all irreg ularities concerning any phase of 

ouatoms administrati on or misconduct on t he part of c ustoms em­

ployees , by whatever means brought to its attention, rests with 

t he Customs Agency Service . This injunction , however , ia not to 

be construed as abridging or modifying tho responsibility of 

Presidontinl appointees a ct 1ng 1n administrative capacities 1n 

the various customs collection districts of maintaining discipline 

and efficiency in tho customs personnel . 

Collectors and other c~ef officers of the customs are 

directed to cooperate 1n making effective this order . 

co- L!r . Oliphant 
oo- Llrs. K.lotz 
co-Mrs. Forbush 

(Signed) n. J.!or g enthau Jr. 
Secretar y of tho Treasury 
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-. November 18, lll35. 34 
A group met in the office or UDder Secretary Cool idge at 

3:00 o ' clock, to discuss preferred stock in banks. Those present 

were : 

Henry Morgentbau, Jr. Secret ory or the Treasury, 

T.J. Coolidge, Under Secretary of the Treasury, 

Uarriner S . Eccles , Governor , Federal Reserve Soard. 

Leo T. Cro~ey, Chai~n ?DIC , 

J. F.T. O' Connor, Comptr oller o f the Currency, 

.v.P. Folger , Chief , National Bank Exami ne r, 

C.D.Upham. 

Ur. O' Connor reported t~t his office had selected 120 national 

banks which could safely r et ire preferred stock aggregating 104 

ion. 

Mr . More;enthau s!lid that a good many or the banks are in better 

shape than they were at the time they sold preferred stock. The list 

presented by Mr. O' Connor • he sa id, demon.s tra ted that sometb ing could 

be done in the way or retiring preferred stock . He was particularly 

the number or upstate New York banks in the list. He 

referr ed to the fact tha t 150 million or RFC debentures are comin~ due 

December 15th and suggested the possibility or "washinc them out" 

by the return of an equivalent amount from the banks through the 

retirement of preferred stock. 

Mr . Eccles referred to the appreciation in the bonds and in the 

for collatera l loans in many of the banks. He pointed out 

there might be local situations which continued bad . 

Mr. Crowley commented thnt the Government had just gotten through 

Regraded Unclassified 



- 2- 35 
putting the screws on the banks and if reduction in capital stock is 

advocated at this time it may well be tha t 1000 banks can psy ~own 

but 1t they do we will be unable to orttlcimtheir capital posit ion 

tor a lonr time . He a dded tha t if there is a bond depreciatton a 

ganeral insolvency may result. 

wr. Morgenthau explained the fundamental reason behind his desire 

to bJVS so~e of· the preferred stock retired. He said that there had 

been a good bit or t alk about the Government leavi~g the lending fi e1d 

when t he emergency is over . He would like to pick up money everywhere 

he can es a notice to the people that the re is An end of the road 

ahead . I f our expenditures and our debt continue to rise it will look 

as it there is no end to the emergency. The main complaint is about 

the s ize or t he public debt. Mr . Mor genthau emphasized , howaver, that 

he only wants to bring about the retirement or preferred stock it it 

is good banking practise. If it is not, he thinks the whole idea 

should be ~ropped . 

ll r . Coolidge said th', t he thou~ht Government agencies would be 

in an embarrassi ng posi tion it the reouest for reduction came from 

them bu t he was or t he opinion t hat i f the Chase Nat ional Bank and 

the !iational Ci ty Bank were to repay the 100 million of t he ir preferred 

capital , as t he Comptroller says they can safely do , it would be 

notice to the cauntry wh ich would be taken advant aFS or by many other 

banks . 

~r . O' Connor commented that a number or banks have paid orr 

thei r preferred stock and that his o!'t1ce ha s eqcouraged it when 

PO Sible • 

Mr . Eccles pointed to the ract thnt deposits wer e rising aDd 
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su•~ested that some attention should be ~ivan to the ratio or 

capital to deposits . 

36 

Mr . O'Connor was oi' the opinion that there should be no announce­

ment of policy but that we should rely upon what has been continually 

s tated to be Treasury poltoy and Government policy , namely , tbat the 

Government does not want to permanently own the banks . 

l'r. Morcenthau sugf'eated that we let the banks approach ua end 

said that he would be Gatiefied to let the movement start by a 

paying down of the ge million in the two big New York banks . 

Mr . O' Connor suveested that he and Mr . Coolidge take it up with 

those two banks . 

Ur. Coolidge said th!i t he eXJ)ected to be in flew vork tomorrow 

had appointments with the heads or t hose two banks. 

Mr. Folger said tha t the capital or National Ci t y is now about 

one t o s ix and that even after they retire their preferred stock 

they will have a ratio better t ~an l to 10. He said that this was 

attar doubtful and lose had been eliminated, and without counting 

a 16 million appreciation which doesn't show. 

l!r. Crowley suFeeated that there be an end to new commitments 

ror the purchase or preferred stock and Mr. MorgAnthau s a id these 

were very t'ew , probably not more than one a week and that he would 

not like to have too atrtot a rule against t aking action in such 

cases . He ~uggested that consulta tion be had with Jesse Jones and 

it approved by him that the National City Bank and the Chase National 

Bank be approached. 

La ter &r . Morgentbau talked to Jesse Jones and it was eFreed 
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tb~t there would be rurther discussion before the New vork ba nks 37 
were appr?acbed . 

Wr. 6ccles sald th~ t he wou ld advis e the ~ederal Reserve a gents 

to permi t banks to retire their preferred otock if the Qederal 

Reserve agents regarded it as safe . 

h'r . Morgen thou s aid he thought th 1e act ion would have a heal'tby 

ert'eot on t ho banking f'raternl ty. He sui d tha t the Treasury ha s 

been l ookine a t a ll the lend ing agenci es to see how each ca n help 

reduce the public debt. 

~r . : rowley mentioned the possib ility tha t t he RFC might sell 

so:::e of its assets to banks , t o which Mr. :::coles c om:nented tha t he 

had told the banks so in t heir Convention a t Uew Orleans tha t 

they should c~ ~ut und get the loans t ha t t he Government is making. 

Ur . ~orgenthau s a i d he t hought this mif ht help t o put the 

banks i n a good f rame of mind for the December financing , to which 

~r . ;oolidce commented tha t t h9 t was his hunch. 

L'r. Crolfl ey wa s for cutt illf the banks and businessmen off from 

f•1tur e hel p by t !le Government since they do not appreciate Government 

s td . 

~r . Uor~enthau f elt tha t a good ~sny "lit t l e fellows~ still 

need a id . 

~·r. 0 'Connor ref erred to an 11 million conversion of RFC 

preferred s tock to local investment on the Pacific Coast which he 

thinks he can arrange . 

l'r. 'llocles commented tha t the elimina tion of double liability 

on bank s tock would help to encourage local investment . 
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~r. o •connor emph3s1zed aaai n th ~t they aust avoid an announce­

ment of pol tcy. He said several banks in !lew Orleans spproached 

hil:l w1 th proposals that they r et ire their preferred stock anC: sotre 

of them, he s aid , wo\id have to be reduced. 

Yr. Eccles oubmltted a lett er addressed to Secretar y Morgentheu 

~ivinE the s1tuation with respect to the ~tate member banks . In that 

list soma 3~ banks had been indic~ted as bsi~ safely able t o 

retire soma ~3 , 465 ,000 of R?C preferred s tock. 

ur . crowley stated that probably 48 banks amonf' the non- members 

bed retired their preferred stock since tbe list bed been furnished 

him and t ha t probably 50 more could safely do so . 

There ere attached copies or the letter from Mr . &coles ~nd the 

memorandum rrom Mr . 0 ' Connor . 
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Jonaber 18, 1935 

II ! II 0 R A II D 0 II: 

Tbere h&va been •rked with an 

.. ter1sl< (*) l20 h&nl<s, which it 1a believed can 

a&falT pe;y ott the RFC aDd ntire preferred atocl< 

ecsresati.ng $104,514,551. 

This 1nc1udea the Natiooal City aDd 

the Cbeae Matiooal BaDk of New York with preferred 

atook listed 1.n the aohedula of $49,000, 000 and 

t46,ooo,ooo raspectiv•lT· 
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FEDERAL RESERVE BOARD 

HOD. H11117 Jlor&'atba, Jr. 1 

Seoreter7 ~ the ~. 
Wuh1.uctcJD, D. C. 

lf;r deer Ill'. llorcentbaa , 

WASHINGTON 

40 

In acoordlmoe with 7at:a :request tnDDitted with llr. llpbu'a 

~Uidull ~ October 151, 1956, a rerlw baa bee llllde ~ the ooad1t101l 

~ the State uaber 'balllal ill .tlich the ReoOIIatNOtiCIII F1MDO. CorporatlOil 

baa a capital illftatllent ill order to d.terwille which or such haDb ~ 

with Htet;y :retire at th1a t1ae all or a INhat&Dtiel port1011 ~ the ~ 

ferred atock or capital note• or debentur.a held b;r the Corporat1011. 

In thia connection, hoe_, I wiah to atete that I do not~ 

liwe that 1 t 1a adTiaable at thia t1ae to urae or request banb to :re­

d- t.be1r capital lrtNOturN b7 retiriD& the capital bald bT the a.-­

atruotica Fi.nana. Corparat1ca. .U ;rou ..U lalow, et.reomoua dforta baft 

bee -.de duriD& the put fw 7e&re b7 the -n.OWI GoYez ntal ac-oi• 

ltlld state banking deparYclte to han blmlca atftiiCther t.be1r capital 

lrtr\leturea, and ill thia prosna the greata.t part ~ edditiOD&l capital 

hu bee aupplied b7 the Oorpont1ca. There 1a no qQHt1an, ~ ooarH, 

bllt that it 1a h1&bl.7 dea1rahla that, .. ·~ .. prutioUle, the -­

NNI'T ~ oapltal ~ ~bub he take- b7 priftte 

1DtcMta .m the Cozpaa"atica'• oapital be reUnd. 'l'be redeal ann•• 

&pnte, bawver, an ,_.u,. ~the op1ni011 that it wi..'l.l not be pi'U­

tioeble at th1a t.SM to tnuter _, .ub.tultial plll't1011 ~the oapl.tal 

1M•' t ~ the CozopanUaD ill state •rb= bulb to printe iDYeataN, 
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altbougb it bu bMil 1Dd1oated tbat IIUOb tnuten are dMired b)' tba 

bub and that the treuten will iDarUH U bult 8U'IJi.ap 1JIC11"11M 

md bec.-o IliON .tal)ilhed. 

41 

I ~e al110 bee int~ that tbe baDlta are ee&er to ret1n 

the capital held b7 the Coxporatioa u IIOOD u they feel that thq are 

111 a poaitioa to do eo, and that 111 W\18 ouee, at 1eut, the pro~ 

1811 rlll not be to set tha benlts to retire INch capital but to ltMp thea 

boa doilli eo ~tureq. 

Attached 1a the 11at ot baalta t.nm.aitted with llr. Upba'a 

~. Oppoaite tbe -· ot Sll liiiDb Oil the lllt haYe bMil 111-

lerted 111 red 1n1t the -te ot preferred etoolt or capital notea or 

debenture• held bT the CorporatiCil 1dlich tha Fldere1 lleMrre qcte Ul4 

tbe Board' a Db1.aiCil ot bee1net1~ tee1 OUI be retired with atet.T 

at thia tiM, the total -tiDe to t&, 46fi,OOO. 

!JI determmDc wbether a bult oool4 ateq retire a llllbtrt.D­

tial porticm ot the capital held b7 the Corporaticm, ccmaiclereticxa aa 

linn to the capital ratio ot the bult, tbe ltmerel tJpe ot Ualtl beld, 

ita inn~t 111 t1xed ualte, q\18llt7 ot 1nnlt8ct HCUrltiN, tna4 

ot deponte, cc.prteDOJ ot the -a-t, md other tiiDilbl.e 11114 111-

tu~ble taoton bear1J1c em the adequaGT ot the D.t IIOimd capital. ID 

- ouee .t1en bult1 _.. ~~ 111 a ~tia to .U. ...ur-te, 

it hu bMil thoQPt. pndat to Nta1D the leoODitz'uetioD n=roe Oorpa' ... 

tia'a iA'fUtllct tr.r the tiM bedD& d\18 to INOh .taoton u ...-t re­

OI'IRiaatiODa, poeaibl.e -pxa, rap141T illarl dnl depoeta, -tiatao-

~ cr-llv ot ia•w· ta, etabfHv ot OOIIditt.. 111 the v 
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HOllo 118111'7 llarpatlllal, lr. - 15. 

IIDd otber s!wtler taeton. In a--J., the re'rl• wa baNd CID -­

Mr'f&ti'nl trtlllldu'da. 

It bu DOt. bee po-ibl• to •'l 11 m opiaiGD u to the 

practioabUit;T ot the repoq t ot ~ -se b7 tile ~ 

I'i.DUIOe CarparatiGD to l.ooal. pertiel to ueiet 1D tile ~pihHNUCID 

of oertain baziU 1nuP!ob U IUQh lOCUI were -.de bJ tbe CarparatiCID 

~ to tbe perU" at 1Dtenst 011 collateral aooeptabl.e to the 

CorparaUGD. 

Obairllan. 
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OFFICE CORRESPONDENCE 

COIFIOII!IAL FILII 
To 

DA-r-lOt• 18, liZI. 

suiiJitCT•ULIPHOIB COIYBAWIOI ma 
BAll OF llWICI. 

fROM 
L . w, boice 

.llr. C&rlpel oal.lecl ae et ll1N a . •• todq . He 

statecl \ bat \he aarlle\ 1D Parla bad beeo YU7 JWcb qllleter oa 

Satu1'1187 and \o4a,r, \he 4ollar bUilDeu on 8a\UJ'4q tota11D1 

t-&,ooo,ooo, toclq ao tar Cll.l7 •a,ooo,ooo. !be rate, he a4cled, 

was 1&.17 1/1 (.081897 oeoh per true) Wblch h aboYe \he pld 

poiDt. I aallecl whether be aUrlbuted \hla turD to apeo1al de-

Yelopamta . 

1D a auoh ISJ'OIIIer poa1Uoa relat1Yel1 todq beoauae t he "ba4 

11011"7• Wblob bad lett the oOWltry laat llq-June had not re­

turneeS. !be Bank ot Prance loat aoae 10111 todq u a rewU 

ot l aat weell'a opereUooa but doea not expect that 1111 n" ar­

ranc•enh tor wltbdraWlna cold Will be aade to4q • 
. 

Carlluel referred to t he cable tbat OoYeraor faone17 

had aaot to Go1'erDOr HaiT110nJ I told b1a the 001'eJDor had b ... 

awq OD 8atlll'da1 and was 1D WaabiQitOD today. 

Lllaii&C 
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44 
Nonmber 18th 

Had lunch with the President and we discussed a memo­
randum that Wallace had on next year •a cotton program. (memoran­
dum attached). After much discussion, the President agreed to 
the following program, namely: 

That, using 44 million acres as a base for cotton for the 
coming year, he would agree to 28% reduction in acreage 
provided that Wallace would promise him that from August, 
1936 to August,l937 there would be a considerable reduc­
tion in the amount of cotton carried over. Wallace told 
the President that he could not agree to this as - how 
would he know how the weather would be - but I believe the 
decision was made that Wallace would now go ahead with his 
plans as outlined in this memorandum. 

Next the President took up the question of the Bankhead 
tenant bill. He wants something done about it be said quite 
frankly for the political effect, namely, he wants to find a 
means to let farmer tenants, who have no money, buy farms from 
the government . We could not get together so I suggested that 
Wallace, Myers, Tugwell and I meet to see if we could not find 
some way that between Tugwell and Myers ' organizations we could 
accomplish what the President wanted without additional legisla­
tion . 

For the first time,· the President suggested that after 
January 1, 1937 we have a new department in which all of the 
Lending Agencies would be combined such as HOLC, PWA, F"CA, etc. 
I was very much interested in this suggestion but remarked empha­
tically that I would not want such an agency in the Treasury. 
The President was equally emphatic that it should not be in the 
Treasury. I was glad to see him thinking along these lines. 
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Pi • ? a to !It! ••• ..... 

(1) a. .n rw- aftlla~o ,. .. na•el •• --.n' ,.,. 

Ud npel>ti ~... a. • balllo ot -tole • tho _.. ,_ ,..... 

te tu a-.. ••~~~~~"•• hall prot•Uoa, U lo ._.., .. tbt wltk 

Jiel .. 119--ci .. 1• J 1 ef• ,_ -· o ... ol aot -. •• 11.• 

(I) U o , .. .,.ouoa .-l of a.,•,• Mlieo- ....... 
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.,_, U ..U •••u" tu .. ..u .... ot t16l,OOO,OOO 1D natal 

Ulll ~oeaont ~•a. No -.1& '••- tu .. ftc' '• tllo 

att-•• "'- ._, _, _. tlOt,ooo,a, ...... ooo,ooo. 

(I) 'ftle ...-reat .. !lo1 t ollolrp& to tb eMMa pn.,_ 

ot .. I P al Aet. No unou ra.ltot tloa tool1a 1A nttoa 

..... 1a ·-- at wua,.w ...... --·· to plaoo ... .-1 tw 

... .., .. ., ............... "'·-·-· 
~ tu&o ,._ paoo·r• .. .._ tw --. 1• J4••-
••= 11 a&a llaft -.- ... ,.,._, ... .- rnll.alllo tw ta1o ton,. 
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.,. Ujila'- to U. Ill otu7 ot AptnUvo 'Jibo'T,.. -• 

ot tM outaa ""'"' I• -'do pwpoeoo. No .t.n n.-tno 

tnl. lie .... aor tllo tub Mobt M _,1_, tllo ,.._ .. , 

w ''••oo .. J•••• 1a tu .-•u,. or ••tt• to 1111 plat .. 

to 1• wn1• - Ill'"• tM , _ _. eo .. Utou pn=-lMt 

-,. Ulo .... ,,at.._.,.._ tlla_. u ••-•• to Soo'laa II 

IOMlaU• ... U - .... 

-.. aftllaUo •• a. •-.u• flf a. ,... .... a. •• el 

.._ tuto &W ~• ..-a&aWdt• ttl a. Apttal-...1 M,Ju-.. 

Aot ....... • ,_..,., '-'" _ .. .,._ tM flfto..an .... 
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ef * a..latt•. ftlta An-.,...,.. Alftl 1, 1M. •er­

••• ..._ tile 1• Mttea MllhMta w.lt M .... u tile hU 

,.,_.., la ,. UN ••tea ,.-esna. ... :w, tf t• _. ... etllle 

to allMate ,.... r- au •••• u - ·--- • n .. ._ 

... - - .......... h __ .. _ ... , ....... ... 

~·••• Mt ef ..,u, 1•, tw tile._,_ fll a*U1at.ft•'N 

-.- •• hr .,.._ ,.,-. ,...,. 1a1, .-.. ... eoo,•, 

~ .. U .......... ...U .. tet .. ,, PI f/1 .,.,.,., tau 

,. ... ,,_ .u fll at• qj rr•• -"1~ w- au .. 

.._.._. ta acat• teeaUa la •..na.• 'llltll Mtta, -• 1111 

_, nllar ·~-~••• pae • _. •• ••••a • u.auu ... fll 
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wUIII tile otoollo flf oM'-a aa141 -llll~d .. 117 \lilt 00-•UU\F Crotit 

O.,•.U• ..._ tM '-1ft ••• laa ta liM. 
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51 
November lnh 

I told the staff at the 9: 30 meeting to- day that ever 
since I have been here we know that there were a l ot of crooked 
people in Customs . We have used different out side agencies t o 
try to clean this up . At first I started to do it myself with 
Secret Service . Later Oliphant interested himself and we have 
gone a long way towards doing it . Now we have T. J . Gorman, 
who i s Commissioner in Charge of the Investigative Unit, and 
who has been with the Treasury for 30 years and, for reasons 
I cannot understand, has been able to do nothing towards clean­
ing out these crooks . We had a meeting the other day and I told 
him that I wanted to give him a chance; that I would co- operate 
with him and give him anything that he wanted 1n order to make 
good . I gave him three days to bring 1n a report , which he did 
yesterday, and I must say that he came across with a perfectly 
magni f icent statement . I am willing to put my money on him . I 
know he will make good . Heretofore whenever I saw him he looked 
licked but he came in yes terday with an entirely different spirit 
and fi ght. I am attaching herewith Gorman ' s statement and a copy 
of the Treasury Deci s i on in connection nith future Customs in­
vestigations . 

!ir . Morgenthau called Mr. Coolidge in New York and told 
him about t he conversation which he had with J esse Jones (copy of 
this conversation at t ached herewith) . Ur . Morgenthau said that 
Jesse Jones was very reasonable and implied that , i f he wanted, 
Jones would go through with it but asked for a chance to talk it 
over with Mr . lforgenthau. Inasmuch as it is not a matter of minut es, 
l.tr . lforgenthau asked Mr . Coolidge to say nothing and wait until 
they could all get together . 

Mr . Gaston said that Bob Jackson was asked to speak on 
Tax Pol icy by The Tax Policy League . Ur . Oliphant said that he 
thought it would be a very worthwhile group for Jackson to t alk 
to and Mr . Morgenthau approved . He then said that Fortune Maga­
zine is planni ng to write an article on "Excess Reserves" and they 
asked the Treasury to suggest a bet ter man than Winthrop Aldrich 
with whom they could di scuss this subject . Mr . Morgenthau sug­
gested that they speak to Wi nthrop Aldrich to get one phase of 
"Excess Reserves" a::td Parker Gi lbert to get the other side of the 
pi cture. 

Chip Robert reported that they are about to lease space 
in the llational City Bank in New York in which to store some eight 
or nine hundr ed million ounces of silver . Mr . Korgenthau asked 
whether other silver vault people were given a chance t o bid and 
llr . Robert said tha t they were and that National City were the 
l owest bidders and their location was most convenient for t he Trea­
sury . 
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TREASURY DEPARTMENT 

B U REAU O F CUSTOMS 

WASHINGTON 

1'11(11 DBPU'fT OOIIIaSSIOIIBR OP COS!CIIl OOIII&Jh 

DDt hra-1 lAT .. tlpU~ c.duot­

e4 bf tba Clt.tcaa .&c-!J' lleniM o 

!lln'1.llc 1D a1Dd tba ..ttera cliuuae4 at a OOlite...,.. IMld 

1D tba a.or.t&r7'• at"N.oe oo ..,, Jbr U 0 181110 witla re.,.ot 

to tiM -tbtaotol'J' _.I' 1n whioll re~ pera-1 1Jlftat1· 

pt1~ haw ~ o0114uote4 bT tiM Cltat.a .&ceCIT oorpa. Ulll 

ita taU- to deteot Ulll report tlqralt derelioti~ Clll 

the part at" out.. pera-1 1D the ftriou cli.triote0 I Mw 

e4 will. 1D .. op1Dioa0 attord the Depai>J c-laaiOMr 1Jl obarp 

ot the Im ... t1&at1w OIDit ot the lluNau ot Cite~. aad tba re­

apeotiw &up.niaiJtt; Cite"'- .&cat• 1D tba t1el40 the •••NIT 

tr...t. ot aotica 1D clealiJtt; with tiM aitlaat1CIIl Ulll 1Jlat1tuttac 

••••• 
le !M 14 Jpti• 'lit' tba a...tuT ot the ~ ••RZT• 

thrclllp a fJ ••l'J' 4M1dca. ot tba •••natica ot tiM pi'O'ft.ftCIIl 

~ ca flip 10 lleotica I? • ot tiM »amel tor liM ot Olalte4 

Statea 011~ .ac-t• *"'ac Pwt • •·u-. *!ell relate. 
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to l..DftlltigaUJIC alleptiou ot ..UOOIIduot Oil tU part ot IU9" 

ot t ioer or -.pl~e ot the Ouat - S.rrtoe other thu ohiet 

eclalnlatrati .... ottioera ot the lwe4g,llartera port. b to th .. e 

latter otf ioial•• tM i.D.IItruotiona ..,.., •Ch&rce• ot aiaOODduot 

in-wol'fiDc -al turpitwle Oil the part ot abiet eclalnhtrati .... 

ottioer• or t heir ohiet auilltant• lboul4 be mbmtt.cl to tU 

Bar- ot Cue~ prior to l..Dftlltipt101l.· ... euueet.cl 4ratt 

ot u order trca tho s.orotary rnoldJic tho abow prortaice 

1a hereto attaobed. 

In thb o-otice. it h uodl .. • to poiJrt out that t1w 

abo-we pro-wiaiOD h&• in taot operated u a deterrent rather thu 

u in-ti .... tor au•~ -c•t• to l..Dftaticate ud report ooD­

d1t10DO retleotl.nc derel1otiou or laxiti .. OD the part• ot 

oolle otor• u.d tbe1r ahiot aubtut• in their •cla1n1etratica 

ot the reapeoti" oolleotica 41•tri.th Cua~ ~·• llaY.. 

inc in a1Jid wbat !aappeMd to oert&iA .-!lore ot the oorp• who 

had tho ~ritT to l..Dftllticate OODditicae ia'Wol'l'illr; poedltle 

.oral turpitude OD the parta ot tield •c!a1n1etrat1 .... ottioera. 

are rather bedtut to illftlltigat e woh attar• Ullle•• ud 

wrtil thq ··- era- proportiou. Without goiac 1Jrto ... 

detail• u.d rolTl.n& •olel;r Oil--.,.. I -., oite the ouo ot 

u -cet ('-1•). wbo .... tnaaterrod trca ... rork to ... 0r1-
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tor tbe ftUCia that he _. obmd o.a to a Pr .. 14-t1al oaot ­

appollltM Oil aooollllt ot hio perd~ 1a ha.UC a thorouc;ll 

innoticati ce -.to ot tba 'baccap ot pauqoro UTiYiJI& rr­

abroad 'IIIlo woN tri..U ot tho iDoU't'id\1&1 1a quoat101l, uo1 

who woro •t Oil tho pioro 'b;r hia, with tho nidOJat pvpooo ot 

ha~ tba ba&&aco pu...S without propor iaapeotice • 

54 

.&nothor oaM wtdoh ~ be Git.cl 1a that ot aD acoat (Sabartt) • 

1lbo 'b;r roaoo11 ot hio &ealoa-•• 1D iaftati&atiJI& peree~~~Ml -

clitiOill a t Jrocaloo, iaoarrod tho ~t)" ot tho oollootor ao wll 

u that ot a UDitod Statoa s- tor, 'IIIlo rooo D4ot4 • •I hope 

700 will - tit attor proper iaftati&atice to ordor hio a a:ftl 

troa tba Rocalaa aootion, ao I th1.llk ho 11.t.a baOJa thoro too lq, • 

!hi• &&OJit -· 1a taot truatorrod rr- Jrocal•• to Galwotoa, 

u4, tbaN&ttor, 011 a oia1lar illaiataoo ot tha Collootor ot 

tba Gal notoll D1atriot, trautorrod to hi a proooat atatiOil at 

S&ll Azltoado. 

J.Jlotbar - h that ot m acOJat - doooaaod (Pat Gard• 

Mr), 'IIIlo i'OpCII"t.4 a 'ftat 111>ortaco 1a tho Mi...S Uquor at 

Detroit, aDd illtorrod that tho oollootor had .-tlli.D& to do 

with ito clioappoaruMe !hia roport o.UGW r;ot 1ato tba 

Mu;..,an, with tho n•lt that tba acoat -• 4.otocl troa 

hi• poaitiOil u cute. Aceaat 1a Charco at Dotroit, u4 tnu­

torrod to t.IIDtMr atat1-. 
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.Aiult:her in.tuoe, whioh h perbap1 w1 tbin the : 1'1 ot 

the S.oret&17, relate• to u 1Do1dlllt wblre the lhaplrrlelDC 

Cu~ Aceut at S..ttll {GrMa) , tappe4 the Wire ot u 1D41-

'rl4aal. (a lalown reobteer) , wllo, i t wu nportld., wu IDileaYol'­

iJic thrOQ&b the oolleotar to baw hiaaelt 41olarecl •a• Oil 

• lpli t ot the .oiet, pa14 1D the bitel ... • n. acctl 

1111t1D14 1D on the tapped Wire to oonYerl&t10ill between the 

1D41'rl4\Jal. Ul4 taM oolleotor, blot nothiJic 4~ to the 

latter d..,.lope4o 'rhl oolleotor, hcaner, -• -oh aero1114 

wben be le&I'!Md th&t the wire reterrl4 to 1».4 bee tappld, Ul4, 

•o I haft bllll wo.-d, tbl'l&tened. to haw the ac-.t trua.­

terrl4 trc. hi• 411tr1ot, and - ~o 'll'&lhillltOD and protlltl4 

nb1&111tq to Dlpartalat otf'ioiall u -u u to b.b Seaton 

and eoave·- Oil the bill about the..., ~~e ha4 bllllm.u-

1atl4 • 

.&nGthlr oa11 bae to 4o 11'1 tb Mrta1n -~ at;eat• at 

·- Torlt ( 0'1Hte, lloln1tt, ot &lo) who b,r I'I&IOil ot their &o-

tiYiti .. 1D iDYIIticatiJic the aot1on1 ot oertain •zea'•r• ill 

... 

the Appra1Mr'• Bton• at W.W York, 1Dolla41DC- who n~ 

q ._. •lilt to pri_, "-rrl4 the 111 will ot the Jpprebll' 

and -re YirtUJ.q 11a.rr14 trc. Yilituc the AppftiMr'• Store• 

'llr' tbe~llro 

2. 1'1-.ca-nt iuplotiOill liT the Deput, c-1111-r 1a 

Cb&rce ot the X.....n1pt1n Ua'.t, ot all ot the Y&riCIOll ott1111 
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~r hia eapemd- 1a thh ~,., Uld tha u..p.oti-liT 

hia ot the oaa~ ottioea abroed &t eueh tt.e &a opportiiDit)­

&ttorda. 

Si.Doe bei.JI& appo!.Jited Deputy c-iuiour ot Cua~ tiw 

)"e&ra af:O, I h&w CIDlT i.upeeted the uvll)- ottioea, &Dd tho .. 

&t irrecular internla, &Dd h&w Deftr Tidted the ottieea lo­

oete4 on the Mexioan border nor tha Paoitie -"• I h&w 

hedtated to -.b lcm& tripe auob &a to the Paoitio oout, or 

tr.queat jullpa to u&rll)- diatriota 011 the .ltl&Dtio ooeat &Dd 

the Cen•dSua border, tor teu th&t th"7 would be loobd upOD 

&a •jUDIData•. 

I theretore deaire to h&ft tull t.llthorit)" to uke auoh ,._ 

apeotion tripe without prior per.iaaiOD, wlwDeftr I d- it 

neoea...,. to do ao. 

ID thia -oti• I -14 atrcaclT urce th&t I be author-

bed to Tiait S dS&tel:f "'"'7 CU.tou .&ceDq Diatrlot in th1a 

OOUDtr)', tor the pupo .. ot oolltei'J'bc with the SupeniaiJIC 

Cue~ .Aceat• &Dd their wbor41Datea Uld &oqailltiJIC thea with 

the t&ot th&t thll)' will be held 1D41Tidual)¥ Uld ...,.r&ll:t re­

apouible tor the proper o0114uot ol' the pera-1 in their dia­

trieta. 

a. %11&t ut11 the outc.a .ac-q a.m .. , IDler the pro­

pONd .... Mt-1q1, ~tea ita uat11aua to bep the ~ 

lwiuea ill or48r, u4 to ettioiatl:f illftatipte per-1 -•• 
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-&-

110 ooataide iJrrnticathe ac-oin be inati'\IOted to oOD4uot 

1Jrreaticat1ona dM11JI& 'With purel:J OQ8~ •tt.rh It 1a 

to -rk ordin&rll:J lwldled by ouat.. -ceuta baa a ct.onlhlll& 

effeot 011 the latt.r. liMn ooatdde qe110in are auicXIItd to 

ooDcl.l•ot iJrr .. ti,atione of ouatoaa per•-l oe.eea, auoh u thl 

S.oret S.niee iJrreatiption of cCDlitiODa on the doon at 

•- York, tbe looal ouetou aceut• han a t8114nay to ..... 

their &ot1Yit1 .. 1la tb&t regard, on the aa~1011 that ~ 

aiY,t iDterfere 'With the illveati, a tion belli& eollducted 11¥ the 

other qenoy • 

'• That the Deput)- c-!ado~~&r of Cueto .. , in ohar'e 

or the IDnat1,at1n Uilit, turnioh cllreotq to the Seoretuy, 

0\ll'NIItq or periodioall:J, aa -:r be detel'li1Diod lJPOII• brief 

"YYI"P••• ot &ll future peraODDel 1Jrreat1,at1ona oOD4uotad by 

the Cuatcou Ac•DOT oorpa, either on their 00111 Wtiatift or 

upon requuta t r011 oolleotora or inatruotiona froa the llllra&ll 

ot cu.~. Thi•• 111 order to keep the Searetuy illtoi'Md 

u to just wll&t 1a belli& do..- in the ooaatoaa f ield in thia re­

gard. 

15. \'bat &ll future appoint..Bta of 01tat..& ac•t• be 

JO&de 1>7 aelaot1011 trOll the ouatcou ruka of - 1lho haft ha4 

at leaat tift :r...,• ouato.a e:q>eri- aDd wbo han auoona­

fulq pa .. ed a a.,.aial en-l .. tioe atteatlll& their knowledc& 
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ot the .....riou. branohea of ouatoaa worko Auiatt.nt SeoMtuy 

Gibbolla hu ad•ooated auoh prooedUM, t.nd i te adopticm would 

aern to rao ... the polition froa the 111tluoooe of pollt ioe, 

'llhioh 1Atl~ 1a tbl paat baa r .. ulted 1D the appoi.DtM1lt 

of .en oot qualified tor the g-ral dutile ot a oun- qeDt. 

While thoro .,.. a tn 111oh atill oa the roator they .,.. oeariog 

the qo ot roti.r••Dt t.nd .,.. bliQC uaed on work ot aioor t­

portanoe but ouenti al to the gooeral routioo. !hia 11tuat1GD 

1a gracluall7 oloariQC up and will be oot 1roJ.7 oured 1t all tlatUM 

appoiDt:Milte to tiM oorpe ..,.. roatrioted to p1ob4 - tr- tbl 

ouatoaa r&Dka IUl4 Dot ado troa the ett.D4po1rrt ot polltioal llD­

podienG)'• 

Tbat ouatoaa qeDt1 han bleo oxtr-17 ottootin 1D tho 

put 1D Wleoftriog laxity 1D U.o ouetc.u por ooDDOl 1a nidDoed 

liT an il1Yoatipt10D 1Dat 1tutod liT tho Suporrla1Dg Cult ... AcoDt 

at Seattle, wbioh ruulted 1D the ooonoti GD IUI4 liD~ ot 

the t~r oollootor ot ouatoaa at Seattle, tho diaaieaal ot 

throe 1Dapootora, the dlllotiOD ot the ohiot 1Dipootor, IUl4 

tho wapouiGD ot tbroo other ouatoaa lllplo:ro•• , tor 1rr•~U­

larit1oa 1D their ottioial ooodQoto 

b t oroooo M!T &lao be -d• to tbl 1DYOet1&at1GD 1Dit1ate4 

liT SuponiliQC Cllltoa• .tcont x-1• a tn yeere qo at Detroit, 

whioh roaulted ia the ooaviaticm &lid eDtODoiQC ot approxiMto­

q t1f'tooD border patrol 1Dapootora at Detroit tor tho uoeptt.DM 
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ot llri'llee. 

alCIIIIC tile Clenedlee llorder. wtdoh re1111l~ 1a ta.. cU.meaal fll 

-raJ. other iupeotora. at lllltfalo aa4 Qs4eullarco 

It.., 'be ..W..S tbat at tile preeeat "-a a .-itt.. ot 

-~ acate h ea&apcl 1a reorcmb1.ec tbe per-.1 Dlllll 

lNaS...u .thode fd the 8u AutOido CV.et- Ool!eetla D1e­

tr1et. wi'lll a ..u. to oorreetiQc the a- lmv wh1oh alate 

there. &lllll plaolJic tbe cU.atriet • &A ett1o1at 'baaie. 

I tM.l o.tUat that with tbe a4Ciptl• fd tM Ucrn reo• 

'ati•e tM O.et.u .&caor lerriM will ti&Mtl• 1a a .ore 

ettieiat -r. parUtularq wi'lll reapeet to their i.aneti­

ptiaaa ot oue~ pere-1 ouee0 tb.aa at pre...t, It Uo 

4oee 1101: there eb.1111ld 'be a •kh 111 1a tbe .-pe troa the top 

to ta.. ~=. 
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( ~. D. ) 

Ottioe ot the 

TO OOIJ.,!CI'OliB O't aJSTOIIS, 
SOPKRVISIBO aJSTOIIS JllDITS, 

AID O'!IIEBS OOICBI'.DDr 

Your att c t 10D 1e call~ to Pace n, Seot1oo IV ot t he 
•Mem•al tor uee ot lJDit~ Statu OQet.o. Agtmts wHnc Port z:u­
w t iooe•. which relate• to illn•t.ie• t!Ae •Ueeatioaa ot ott1o1al. 
lliaooo&lct on t he part ot ezq otticv or e.ploTee, otber tlwn oMrf' 

atlJip1atrat1n ottic!l! of tbe bt!dqgartm port. Aa to theae latter 

ot rici&la tbe a.t.Iuctiooa erer 

•Cb&reaa ot lliaoonduot iATolville 110ral tm'pitllde Oil 

the part ot ohiet adstns atrat1ve attioera or their cb1et 

uaiatante aboold be anbm.tt~ to t he Baresu ot Ollst­

prior to illnetipt 1oo. • 

I t 1a no loqer tbe dadre ot tbe Depart..ent. tbat tbere abould be ezq 
d1tf&rellt1atioo 1A tbe treat-t. ot cbiet ede1•ht rat1n otticars ot 
eueto.a aDd t beir enl»rdillates 1A the • tter or ianatipt llle ac~ 

t i ona of ftll.ecad ottioial .S.aconduot. 

All. Ou.eto.e Agtmta wUl 1A tuture innat.tcete 1111ch char&•• with­

out tiret raferriDc tbea to tbe au-. Sectioo IV of aa1d .... , 

1e herebT 110d1t1~ to tbet ut•t· 

Jlll.l :reapouib111t7 tor the ~ot at all OllaW. inYestlptiooe, 

1Dolnd1nc t boae rilatille to tbe Clllata.& peraollllel, reate with tbe Outo• 

Ac•t~r Serv1Cia. 'fbia inJunct.ioo, ~rter, 1a not to be oonat:ruad aa abride­

lne or aodU71ne the reepouib111t;T at Prea1d•t.1el appoint ... •otlne 1A 

•da1n1atrat1n onpaoit iaa 1n t he n.r1ou cutou CIOllaetlOG 41atr1ota at 
aeint•lntnc diaoipl.ina alld ettioicq 1n the cute. pwM •wl. 

Collaotora aDd other Clbiet ottioers of the OllatOII& are directed to 

<100parat.e 1A •ttae etfaotin tb1e order. 
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H, M, Jr.: Good morning, Jesse 
Jeue 
Jones : How are you? 

November 1~, 1~36. 
'l'ueaday 

H. IJ. Jr.: How' 11 the big rllilroad magnet? 

J,J, : "Prettygood 

H. M.Jr, : What? 

62 

J,J,: Pretty good - I'm sorry I waan •t 1n town yesterday ­
I thought I 1 d get back in time tor the meeting, but 
the weather waan•t good to fly ao I didn't dare try. 

H. M. Jr.: Well, I 1m sorry, and if I had known you weren't 
coming I ' d have asked you to aend somebody over. 

J,J. : Yea 

B. Y. Jr. : But, because --

J , J,: Henry, what have you thought about this 

H. t.~. Jr.: 

J . J.: 

H. U.Jr , : 

J. J .: 

R. r.'. Jr.: 

J. J.: 

H. M. Jr .: 

J , J .: 

H. !l. Jr.: 

J. J .: 

J . J ,: 

H. ll. Jr.: 

Didn ' t - did Jerr call you? 

Yes, but I don•t 

You don•t -

There ian•t much in it, you know, Henry. 

Well, here•a my thought, I'll take a couple of minutes, 
see? 

Yea, 

I ' ve been spending a lot or time trying to find acme 
way to whittle down our public debt figures -

Yea 

- and our figures of guaranteed bonds, aee? 

Yea 

- Because I think that the main aeema t o be the 
main attack ia on the size or the public debt, aee? 

Yea 

And 1t 1 a very very ditfioult-to to do 1t, aee? 
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J . J.: 

H. M.Jr.: 

J . J .: 

H. ll. Jr. : 

J . J .: 

B. M.Jr.: 

J . J .: 

H. H. Jr.: 

J . J.: 

J . J . : 

J . J . : 

H. !!. Jr.: 

J. J . : 

H.M. J r.: 

-2-

Yea 

And th4tn the other thing that we•re uncSer crit1c1em 
all the time 1e - well there is no end to thia 
constant loaning ot money, see? 

Yea 

And I see the whole p1~ture, and e~ch month our 
public debt increases and our guaranteed bonda 
increase, see? 

Yea 

Now, I thought that towards the 
with this December fifteenth -
coming due -

Yea · 

public that especially 
with your debentures 

- without any announcements from anybody - these 
one hundred and twenty l::anka! which -- which tbeae 
two are - ninety- a gbt per cent -

Yes 

- were permitted to do this! see? - that that would 
have a very favorable react on, see? 

Yes 

And - otter that you're under the fire and all of 
ua on the ~ire since we try to hold and regul.ate the 
banks and all that atutt • And I talked for tour or 
five ten minutes to the group yesterday, and 
everybody seemed to think it waa a good idea, see? 
Now, as a matter of dollars and cents - not an awful 
lot in it, see? Leo Crowley says he has let forty 
five banks pay back their preferred stock. As I say, 
on this list that O'Connor had be said he was willing 
to o. K. one hundred and twenty banks, see? 

Yea 

But - it 1 a the s-eral reaction which I think would 
be good it we committed it , aee? 

Yea 

Beoauae we can all make apeeches &bout-the emergency 
1a over - and all that_, but UDlesa you do something 
like t h1a, thaae ~ oo1led babi es won't bel1eYe us, a eat 
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J . J . : Yee 

H. U. Jr.: 

J . J .: 

H. 1!. Jr.: 

J . J .: 

H. M. Jr.: 

J . J .: 

H. L~. Jr.: 

J . J .: 

H. !.!. Jr.: 

J . J .: 

H. M. Jr.: 

J . J .: 

H. M, Jr. : 

J . J . : 

B. K. Jr. : 

J . J.: 

u. J.!. h .: 

And that'• wbJ I 1m rather keen for it, Jeaae. And -

And I think th1a - 1t you want it done - I think 
we're atarting ~out it wrong. 

Yea 

And - I th1.nk 1.t you let :e pl ow the ground for a 
little bit and do it at a more opportune time, -
I think it will be a good deal more helpful a l ittle 
lat er 

Yea 

than it will now, from the pol i tical standpoint. 

Well, the only thing ia, your debentures oou due on 
the fifteenth and one would wipe off the other • 

• Yea but we - my thought tAlking about 
that and my thought would be to offer them another 
debenture -

Yea 

at a low rate and I believe that as a matter or 
fact, Henry there's not very much - there's no 
qyer capitalization. I don't care what O' Connor tella 
JOU-

Yea 

- There just isn't any there. 

Yea, well I'm awfully aorry you weren't there, but I 
didn't know until I wal ked into the meeting that JOU 
weren 1 t going to be there. You understand, I -an 
I think we just sent out notice laat Friday -

Yea, but I didn't understand all that you were goill8 
to talk about - although I couldn't I juat 

Well 

I waa 1n Bn York yesterday 1:10rn1ng. 

I told them to tell you that it was about preferred 
atooka. 

Bid lt didn't tell - what the - bow important lt 
-a, dOD 1 t JOU aeef 
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H. M.Jr.: 

J. J.: 

H. lt. Jr •: 

J. J. : 

H. JJ. Jr.: 

J. J.: 

H. JJ. Jr.: 

J. J.: 

!LM. Jr. : 

J. J.: 

B. !J. Jr.: 

J . J .: 

H. a. Jr.: 

J . J . : 

B. ll. Jr.: 

J. J.: 

B. M. Jr •: 

J. J .: 

-4-

Well, 'J'OU • 

What I wiah 'J'OU'd do 1a th1a -

Yea 
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I w1eh 'J'OU would check w1th Jetr and let - - and 
tell h1m not to etart th1a thing with thoae two 
fellow• and let me talk it out f'urtber w1th you -

That 1 a all -

and lay a plan out, don't you eee? 

That's all right, I--

If you want to do something, why I can do eometh1ng 
bigger than you're talking about. 

Well , thia isn1 t a matter ot minutee 

lfo 

But, I do want to get the thins narted -

Well now, Jeff called me laet night and I told h1lll 
that I would talk to you tb1e ~orning, in tact he 
asked me to talk w1th you. 

All right , I'll tell Jett 

Just to hold up -

- not t o atart today lll'ld when - as soon as you o­
back let's have another meeting. 

Yea, all right 

I never I never try to rush anybody ott h1a teet -

NO I 

D.l.l.Jr.: Uuleaa it'• a mattar ot minutea, whioh tb1a ian•t. 

J . J .: But th1a ia not, no. 

B. M. Jr.: lfo, and I don't want to do it unless -

J . J .: ell, it you want to aooomplhh aometh1n8, w'h7 thm 
I'll help you aooompliah 1t, don't you aee' 
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J . J. : 

IJ, Jf, Jr.: 

J. J. : 

-a-
Pair enop 

Will JOU contact Jerr or •ball n 
I'll oall Jerr right awa7. 

All r!ght 1 thank JOUo 
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67 
llovember 19, 1935 

Senator Guffey called on me today about a metter per ­
taining to asphalt 1n connection with the Procurement Division. 
In the last paragraph ot the let~er which he brought in, be 
said, •rt you do not do what I ask you to do , I will have a 
senatorial investigation made ot the Procurement Division.• 
I said, •senator, you do not have to hold a pistol to ~ head. 
If you will leave the last paragraph out ot your letter, I 
will give you an answer 1n 48 hours.• Hie reply was that 
that paragraph was not d irected at the Secretary ot the Treas­
ury but at Admiral Peoples . I said, 1 I do not care who it 
i s directed at , but please don't hold a pistol to my head,• 
and he said O.K. 

He also told me that at. the first meeting ot the Cab inet, 
after the President returns from i'/arc Springe, the President 
is going to have Senator Guffey, as Cha1rcan of the Senatorial 
Campaign Comoittee, come 1n and talk to the Cabinet about 
polit ica l cooperation. I aaked him whether he got political 
cooperation !rom t he Treasury and hie reply was, 'Yea; and I 
am going to say 'yes' at the Cab inet meeting.• 
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DATW In tap 11
1 

)tee. 

Su~~::~acr, I ILIPJIQIII OOrP'"lOI 

11U BMI Of Dt'CI· 

Ill'. Caripel oalled ae d llall P• a. ·~ 'b ...... , e1 

he ata\ed, bt wua\ed \o lEe., 111 up \o ddt. Be na\ed \ba\ la1\ 

Dil h*t aner hi had •liM• \o ... \bue had "'" - ·••us..al MlJar 

tran11nl•~ ae1rtn1 \he \okl tor 7ea\eriq .. ,ooo,ooe. ,...,, eo 

t ar, tla,ooo,ooo hi•• btc done. He u;pl&laed \h11 ...... dmn« 

tor doUu1 aa dlae \o bUJlnt oric1na\1ac 1D '-'-· I poln ... on 

t hat t ha\ Pilb\ ha•• b tlll 10 l a1\ n11ht (when, aa a aa\\tr ot tan, 

t he B.U ot Jla&luad ao\ualJT offered ua 1\trliDI) but hudlT 10 

t oday oODii .. rllll tbd nel'liDI •• uw .-.ed •• ... al 1/a .. a1Dn 

ao opanlnt ot -..al 7/1. 

Carlpel. .. aiD apre .. ed hla \h•k a tor \he order 11a1Dn 

wbleh \bt~r baYe M tu no\ b._ able \e open\t. 
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69 
lonabtr liHl ot 20Q 

Walter Cmnm1n~a walked int o 'a¥ ottice &114 aa1d, •the brnera 
have aade a contr1 ution to the partT &114 they teal tbat they are 
being discrilinated aaainst. Who should be aee . llo that thaT can 
get some legislatiOP tbrOU&h?" I told bil that •• do not do buaiDeaa 
that way. I got ney excited aDd eaded up by saying "lUll buaineaa 
aan who teela that the Treuury is d1acr111nat1Dc acalnst bil can 
c<XIIe 1n and aee 18. 
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I<overnber 19, 19.35 

Ur . Bewley came in today and said he Y!anted to talk to 
the aecretary about Hong Kong and not Shanghai . He said 
they wished h1m to say tha t their future policy is to remain 
on a oanaged currency and t o get Hong Kong currency as close 
to Shanghai ' s as possible. For that purpose t hey want to 
sel l their s ilver. At the moment t hey have an embargo on 
it , but t hat could be lifted. Bewley was asked to inquire 
of the Secretru.•y whether the Treasury wished to purchase the 
s i l ver, the maximum amount of which is 100,000,000 ounces. 
It will be a managed currency. They are not now going to 
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link it to sterling, but hold it as close to Shanghai as pos­
s ibl e . They did not say what they will hold back of their 
curr ency, 'but he presumed it would be foreign exchange. He 
tol d HU,Jr ., that i f t he Trea sury were prepared to agree in 
princi ple ,what they would want to know is whether they bould 
have an option for six mont hs to sel l the s i l ver to t he Tr easury 
i n Hong Kong f.o.b. American ships. Ur. Uorgenthau replied, 
1 1 &e not interested.• And Bewley said, 'You do not feel 
incl ined to experiment?• Ur. Uorgenthau repeated, 1 I am 
not i nterested. I get what you want, and ~ answer is that 
I am not interested in purchasing their s ilver. It is Just 
a ono- s i ded bargain.• 

Ur . Bewley told the Secretary that the view of the Hong 
Kong people is that t hey are in difficulty and they want to 
know whet her you want to buy this silver inasmuch as you are 
a l ar ge buyer. Ur. Uorgenthau said to Ur. Bewley, "I under­
stand. They have made me a proposition and I wish to t hank 
t hem and to say that I ao not interested.• 

******* 

Ur . Uorgenthau called Secretary Hull on the t elephone 
and t old him he thought he (Ur. Hull) was getting a wonder­
f ul press on his Canadian treaty. 

Ur. Corgenthau also told Ur. Hull that Bewley was here 
tui s af ternoon. He was here on Uovember 7 and wanted to 
know whet her we would buy some of t heir silver in Hong Kong 
and HU,Jr. had asked him at that t1me to find out first what 
t heir program was going to be. Bewley told the Secretary 
tha t they want to stabilize the Hong Kong dollar on about 
wha t the Shanghai dollar is worth and they want to know 

Regraded Unclassified 



-2-

whet her we would be willing to say to them that tor the 
next six months we will buy their silver at. the pr esent 
price tor eo many and so many oWlces . Ur. UOrgenthau 
told Bewley that he was not interested . 
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Ur . Bewley came 1n again on trovember 16. (llr. llorgenthau 
then gave Ur. Hull the gist o! hie conversation with Ur. Bewley 
on t hat date . Copy or this conversat ion is in the diary.) 
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CORRESPONDENCE 

~IH>ERAL JlllHitVa IIANK 

0~ N.W YOIItK 

-
V' 12 

D ATY IAINhP •• lllle 

CQJJlOP'!tL ft!M SUIIJI:CT' 'P Ml tHf+Pttl!ll VII 

1.. w. ID•• ,,. or "'!ft. 

llr. Cuipel oalle4 at.._ tlhT• Be aa14 su• Ulq W 

~4 a beaYT - 1a rana, \he aarat M91a1 M fu dGae U.\ 

•1710001000J be oCIIIlld DO' •.u 1-' tlbdber bo Wlllcl han to ., .. ._ 

Wldtr our ol'cl• before the 4q •• onr. Ro liMed \be' it" oea1t 

le' h18 ha .. \be .... 01"4U' tOI' \M DeR fft UTI U WMll.d .... Ia 

••rr baDq- beoaaaee at•er tb1a WMII-•4 abtpptq taeWUoa IIIN14 be 

11a1\e41 \ban b lllq, •• tar •• be a• at \be ... ,, oal7 •• Al1-

1DI •o Mel'ioa \be t.Uowilll ..-. It walcl bo b1a prot .... , be 

1aid1 •• 1.a • b• c-eroial bu&a opera•• •• 1-. •• ,.aatbi e aDCl M 
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I ' Noyember 20th 

Notes that the Secretary talked t rom when he 

•~dressed the Mayors on Wedn esday, November 20th . 

UOt "8T'Min'. N . W, 

WA.eHINOTOM. 0. C. 

-
(]) 

73 
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' November 20th 

Notes that the S ecretary tal'· 
addressed the )(a ... ed from when h 

yors on Wednesda e --- y' !lovember 20th . 

r 1 
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Hoveaber 20th - ,.-, J.r 

Wr . Korgenthau ·askad Kr . Helvering , Oliphant, McReynolds 
and Gast<n t o c011e 1n because he want ed to discuss the final 
decision in regard to Moore . He read to Helvering the letter 
which he was sendin~ to Moore . He also pointed out to Helvering 
that the first three paragr aphs were exactly t he same as those 
di ctated by Bulkley the other day - the only change being 1n the 
last paragraph . (Copies of these letters at~ached herewith) . 

All present agreed with Kr . Korgenthau that Moore should be 
asked to turn in a l l or the money tha t he received and not, as 
Bulkley want ed Moore to d~f to return the money !rom the time tbe matter was called to n11 attention. 

Mr . Morgenthau then called Senator Bulkley and told him what 
the unanimous decision was . Senator Bulkley then a sked Kr . Mor­
genthau to send the letter up to him and that he would see that 
it reached Moore and that 1t there was any trouble about getting 
tbe money fro. Moore he would telegraph Kr. lforgenthau. 

On the morn.ing ot November 20th Senator Bulkley called 
Kr . ~orgenthau and asked him to be sure and see that if there was 

any publicity to be given out 1n regar d to Moore that we wai t until 
tbe thing is signed, sealed ond delivered . Mr . Morgenthau sa id 
that he was probably afraid it would come out that be was interested 
in this matter . 

• 
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Bon. Carl B. Moore 
Collector o} Internal Revenue, 

Cleveland, Ohio. 

Dear Sir: 

Hl .. 
75 

Ow1Dg to 7q absence on a t rip abroad and the pressure of other duties, I have been unable until th1a 
time to give fUrther a ttention to your conneoUoo nth a liquor aalea agency in Ohio. · 

It baa not been charged that 7our connection violated anT statute law and it ia n ot neceaa&rT to inaiat that 70u have violated the letter of an7 regulations. 
because in wq view the adlll1tted facta of tba oaae d1a• cloaea a connection which aeema t o me undesirable and unethical. 

It dDea not appear that the intereata ot the Ull1te4 States ban been da•ged b7 the transactions in 
queation.r. ,..t it aeema to • intolerable that officers of 11h1a Departm.nt should have an7 interest of t.n7 ld.nd 
1n the liquor buaineaa and I am insisting 1n all cases that there shall be no such relationships. 

That 7ou believed 7011r actions to be ethical and proper does not -ll:e th- so, but it 4oes lllitigate the grav1t7 ot the offense. I am aure you will agree that 
ne1 ther 7 ou n or an7 aelllbar ot an7 ot 70ur taallf should profit trCIII thia source. I am, therefor•~. calling upon 70U to aall:e restitution ot all prooaeda or th1a trans­action b7 arrang1Dg to turn them into the 'fre&SU1'1'• 

Slnoeral7• 

(Slgzaed) H. Morgenthau• Zr. 

KoR: gmo 8ecrat&rT 

Envelope aarll:ed 
"Personal & Cont1dent1al• 
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&1lkley dictated these matter• 

76 
Dear S1r: 

Owing to ~ absence on a trip abroad and the pressure of 

other duties , I have been unable until this time to give 

further attention to your connection with a liquor sales 

agency in Ohio. 

It has not been charged that your connection violated 

any statute law and it is not necessary to insist that you 

have violated the letter of any regulation, because in my 

view the admitted facts of the case disclose a connection 

which seems to me undesirable and unethical. 

It does not appear that t he interests o! the United States 

have been damaged by the transactions in question, yet it seems 

to me intolerable that officers or this Department shoul d have 

any interest of any kind in the liquor business and I am in­

slating 1n all oases that there shall be no such relatlonehipe. 

That you believed your actions to be ethical and proper 

does not make them eo , but it does mitigate the gravity ot 

the offense. I am sure you will agree that neither you nor 

any oember of any or your tami:cy should continue to profit 

from this source after the attitude of t hi s Department was 

def i nitely known to you. I am, therefore, calling upon you 

to cake restitution ot all proceeds of this transaction re­

ceived directly or indirectly by you or any member of your 

family (atter that time) by malting arrangements for turning 

such proceeds int o the Treasury. 

Ver y truly yours, 
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Senator 
Bulkley: 

a.u. Jr: 

B: 

H. J.Jr: 

B: 

a . .t. J r: 

B: 

tl . J . Jr : 

B: 

H.II.Jr: 

B: 

B. ll.Jr: 

B: 

B. ll.Jr: 

Good morning, llr. Secretary . 

Bow are you? 

November 20, 19)5 . 
Wednesday 

Fine, say - there ' s one aspect of yesterday tha t I 

don't think has been ful l y discussed and that's 

the question of publicity on it . 

Oh yes . 

Now I have a couple of ideas about that that I think 

are the same a s yours but I'd like just like to 

make sure. 

Well, please. 

- First, I hope there ' ll be no publicity on the 

occasion of giving out this letter and let it wait 

until we get Woore's answer back and close it once 

for all. 

On, I •m in complete accord with you on that. 

Yes - now, second, I think that - of course I have 

hed to admit that I was talking to you about this 

thing because I don ' t want to lie to these darn 

newspaper boys . At the same ti•e I think any emphasis 

on DIY pert of it is bad for both you and me. 

I agree with you on that. 

And it is God ' s truth that I have not influenced either 

the policy or the substance of this thing - all I 

have been concerned with is the form of it and trying 

to protect the man' s record so that it doesn ' t r uin 

his reputation . 

Well , I •ve never been asked about you in the picture, 

anyway . 

Yes, well I ' ve been asked whether I ' ve been down­

I ' ve admitted that I talked t o you about it, but I 

I have absolutely refused to make any statement. I 

have said it ' s entirely your matter and that they ' d 

have to get an;y statement from you and not from me . 

Well , I I aa 1n complete accor d With you, that no 

statement should be made about this thing unti l i t is 

Regraded Unclassified 



B: 

B. li. Jr: 

B: 

l!.M .Jr: 

B: 

8 . .4 . Jr: 

B: 

B.loi .Jr : 

B: 

a . .& .Jr: 

B.M.Jr: 

B: 

H. !.I .Jr: 

B: 

H. loi.Jr: 

B: 

H.H.Jr: 

B: 

- 2 -

signed , sealed a nd delivered . 

Yes 

Right? 

O. K., I think so. 

What ? 

I - that ' s what I believe. 

Oh yes 

144 

78 

Yes , now - how am I going to pick up that letter, 
are you going to send it out or what? 

Rell, you were leaving tomorrow, weren' t you? 

Yes, I won' t be leaving until tomorrow night . 

Yes, well I ' m perfectly frank - I spent t wo hours 
on it l ast night and it ' s the most - it's one of the 
most difficult decisions I• ve ever had to make . I 
spent two hours on it last night and I haven' t made 
up my mind yet - what 's there . 

Well, and of course I hope you come to a wise con­
clusion. 

And, of course, your leaving it entirely up to me 
makes it that much core dif'ficult . 

Nell, r eally, that's the only fair way to do and I -
I hope you will see 1t my way but of course I'll be 
a good sport 
Well , somebody hea raised a new point and I haven' t 
had a chance to talk to them this morning . 

What is that? 
And that ' s this, that let' s say for a rgument ' s sake 
now let Moore pay the time that whatever was 
brought to his attention. 

Yes 
Then, if I do the same thing to the two Civil Service 
eaployees -

Yes 
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s .li .Jr: 

8: 

H.ll. Jr: 

8: 

B.)I . Jr: 

B: 

B.lo! .Jr: 

8: 

H.ll."r: 

8: 

H.ll.Jr: 

B: 

8 .~.Jr: 

B: 

- 3 -

Then I admit that they didn't do a~~ing wrong f r om 
the time they went into the business up until May, and 
then, under tb' Civi l Service rules I have no way 
whatsoever to make t hem pay from Yay to date . And I 
am having tbat looked into, do you see? 

Yes - let ' s see - you think you would be waiving a 
right that you would otherwise have, is that --

- on the two - the other men • ere Civil Service -
that I'd that I'd be wa iving the right and they'd 
say, •Well, you say that we didn ' t do anything wrong 
from the time we went into business up until Yay, then 
what right have you got to say that we• ve done any­
thing wrong since then? • 

Yes, well of course I wouldn 't pass on the lega l prob­
lem off band , but -

No, but - I don ' t know either, but their side is 
d ifferent than Woore•s. 

Yes 

Now, a Presidential appointment -

Oh yes, it's different . 

The President could say, •Yr. Moore, I don 't like the 
color of your eyes, you' re through'. 

Yes, I know that. Now, I I have to say, I won ' t 
make any guess on the legal problem orr hand , but I 
do suggest this, that I honestly think that ther e's 
a technical matter and I can have those fellows 
rounded up - I don ' t particularly know them III)'Self, 
but ldoore and Abbott know them -ery well and I think 
I can round t hem up so that we 

Well, that point bas been raised - but I am a lling 
you, I never spent so much time nor have I ever been 
trying to be so fair . 

Well, I appreci ate your efforts 

And I spent two hours on it last night and it isn•t 
clear yet. 

Y~a, now, I think we can -
t nat up so that you could be 
be no ooraeb&ck -

I think we can fi•ame 
assured that there wil l 
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- 4 -

Yes, but JOU set this bet po1Dt tbat•s bHD ra1H47 
• 

s: Yes - I aa:y, I tbtnlt tbere1 s a practical .. tter that -
tba t •• can tbl'ow that out ot tbe w1D4ow I' • -

H.!I.Jr: I don1t -

S: I•• not sure about the lesal point. 

I! . II .Jr: Well, I am soinl to have tbe lesal bo,ys look it up. 

B: Yes, :yes. 

H.li .Jr: Tbenlt you. 

B: Atl risht, t1 • 
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COPY 

lovember 20, 19)5. 

Bon. Car l E. lloore 
Collector o! internal Rnanue, 

Cleveland, Ohio. 

Dear Sir: 

Owing to ~ absence on a trip abroad and the 
pressure o! other duties , I have been unable until 
tbls time to give further attenti on to your connection 
with a liquor sales agency in Ohio. 

It has not been charged that your connection 
violated any statute law a~d it is not necessary to 
insist that you have violated the l etter o! any regu­
lations, because in ~ view the adaitted facts o! the 
case disclose a connection which seems to me unde­
sirable and unethical. 

It does not appear that the interests of the 
United States have been damaged by the transactions 
in question, yet it seems to me intolerable that 
officers o! this Department should have any interest 
of any kind in the liquor business and I am insisting 
in all cases that there shall be no such relationships . 

That you believed your actions to be ethical and 
proper does not make thea so, but it does mitigate the 
gravity of the offense. I am sure you will agree that 
neither you nor any member of any of your family should 
profit !rom this source. I am, therefore, calling upon 
you to make restitution of all proceeds of this trans­
action by arranging to turn them into the Treasury. 

Sincerely, 

(Signed) B. llorgenthau, Jr. 

Secretary 

llcR:pc 
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,. ,,., ., ..... .... 

Dear Harold: 

OIEI"ARTMENT 01" STAT!: 
WASHINGTON 

November 20, 1935 . 

I enclose copy or a memorandum or the 

conversation which Grady and I hud with Chalkley 

or the British Embassy on Friday last. You re­

call that I promised you that I would send you a 

copy or this. 

Enclosure: 
lole110randua. 

Yours sincerely, 

~ckerson . 

llr. Rarold Graves, 

Treaaury Department , 

Waahinaton, D.C. 
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!BE TIWlE AC,j\UIDlH WITH C.AIADA 

'the tl!ade nesot.iatiana bet .. tD the Meriec~ and Cenadian GoftmMI!ta, 

which were initiated in t.be latter part of 1934, et•l•inated Fridq in tbe 

dsnature or a trade agre..nt of wide-reachifts scope which ill or aaJor 

importonce to the producers u.nd the cona~a o.f"lboth cOUDtriea, 8lld the 

ati1111lotins effect of which on induatey 8lld co•erce as a whole will be 

a utorinl factor in scneral economic recovery on both sides of the 

border. The agreement should assure e urked inCrease in the exports 

of each count?'. to the ot)v,r! and th11t ~-a ll&rked increase in their 

total export trade, since Canada ill tho second largest cuatoaer for our 

exports and aince the United States ta :thc aocond largest consUDer or 

Canada 1 a export a. - · The concessions llll!de by Canadll to the United States in tbia asree­

men t will affect beneficially much the larger put of our total export 

trade with her. While our agricul t.ura end our industry will benefit 

larsol;y from the expansion of their Canndian sales, the agre011ent leafta 

for both agriculture and industry adequate protection in the doeeatio 

aarltet., oven though it. opens to Canadian prodw:orl a larger ahara in 

that u.rltet. To cansUI!era, moreover, the reductions in our dutiel will 

be or IIUCh bene~it, by checking unreo.aonable increaso& in prices or the 

conaumera' commodities concerned. 

Tha new rates t1xod in tba asreeamt will co into ortect on both 

aidea on January 1, 19)6. 

Moat of the crude and sillply-IUIIIutactund products 11hich we bQJ 

froa Canada ban been freo of A8erican duty in the put, and by the 

trade ucr••lllt nearq all or tho i.aportant troe iteM are •bodnd• ecau..t 

the t.po81UGD or _,. dG)' or !..aport t.u. u e o~tiGD for our 

Act.1GD with rupeat to f'roee OQWCd1ti&l1 wbJ.ch 11 or greet blllefit to bu, 
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Canada bna IIAde reductions in duties on Alllerica.n cOIIIIIOdities which re­

present a substnntiall7 larger value ot trode tbon is repreaented bT 

the Canadion cClePOdi tiea on which we bnve reduced dutiea uncler the acreo­

~Mnt, altholl8h the reduction• aede bT tho Un.1 ted States cover a 14rp 

proportion of the dutinble iaporta from Canada. 

'!.be ~~~agni tude ot tne beneti t. which will nccrue to Allericnn ngri-

culture and industry from this agreement lillY' be judged bY, the tact that 

duties nnd other charges will bo lowered pn products of l<hich we ahipped 

to ('.ooodo , in the CaNLdiwt tisCl'l year t;ndin§ llr•rsh..l9.30 ... ::>.bout 

$415,000,000, oa shown by an ano.l,ysia ~~:~.do by the Deportrent ot c-rce. 

Thnt wcs the last yuo.r before the urlccd incrcaac.s in c..n&dion duties 

and other levies on /ullorienn goods. Tho c0111111oditics at.fectod by tnoae 

new Canadian concon&ior&a to us comprised in thllt yeo.r over throe tourtha 

ot tnc t"lltal outiable oxpcrts to Canudo. froa tne United State a. 
- -- - --.=::::.:;:.:;;_:.;....;=;:;.;;:;...;=;::- -- • 

On the other b.~nd, the coneesaions llllde to Canad .. by the United 

St!ltes in the agre-nt IU'e also of wide-reaching cb.lractar. "!bey 

11!tect comaodi tie a which accounted for about two tbirda o.f our totill - --------- ---
imports trom CaMde in 1929, as computed by tho United States Tariff 

CoomiSBion. Much th9 lnrger pnrt ot tne trode in those free c-ooi-

tiea of which Cc.nada la the principal 8Upplior ot our i.aporte will 11ft 

be bouDd apiJiat tbc iapoait1on ot dutiel or J.a,port taxoe, and roduc­

tiona in duV bnYe been lllld IIi th Napect to c a di tiea repre~MntiDC 

nbout three tittM (ee -eured b7 tho atnthtil!a of 1929) ot the total 

value ot the U'tiola , ot wbiall Onnecta 11 tM principal eourcc, whiall 

are datUIIlA ..._ Jlft-t law. 
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~ 1 ta duUea apiDat ()1Md1 ca aood• b)' a - taritt l.Av ud '>awh 

baa iacreaaed bar taritfa apiaat ua b'J apeoinl l.eplllatiaa ud YCJ'i­

special orders in 001m011. 

Iaporta tr~ Ce.QG.da into the Ullitacl Sto.tea dropled ~ ,50),0001000 

1n 1?29 to $2)2,000,000 1n 19)4, or b)' 54 percent. Exports ~ the 

United States to Canada dropped troa 1899,000,000 in 1929 (not includiaa 

gr:lln 1n transit for Ellropo) to $)02,000,000 in 19)4, 8 decrooae or 66 

percent. 

Countries other th1m CanruLq will obthin relD.tively 11 ttle beneti t 

from the reductions in duty ""'do l.y tho United States in thia ogre .. ent. 

Iaports fr0111 Canada or the articles on which duties bo•e been rediiCed 

were, 1n 1929, 91. percent ot tho total iaporta of th~se c~itiea ~ 

all countries coabined. CaMda is ovcrwholllinel.Y the prineipol sup-

plier of most ot those articles. The proportion supplied by Cnn!ldn ot 

.II 

the articles bound on 'tho free list by tho Canadian agreement 1a ali'IO verr 

high. 

Bnm'ITS FOR UNIIED ~ EJCPatTS TO CANADA 
--

Everr section ot tho United st.-.tes end 110et branches or induatrr 

end agrioul ture will banofi t tr011 the rod~~Ctiona in thE: Canadian aport 

dutic;.a c.bodied in the trlldo agreement and !'rca ita other provisions . 

ftle Caned1 an conceaei0118 to tbg United Statu fell into four pa-

oral pooup81 

(l) Direct dut,' rC\ICUOIIC an iteM~. c 'dSQI 

bT a a~St,., 1a *t ia Jmawa a1 Scb~c I of 1Jie 811'•-nt. 

(2) '!be put to tile Ullitocl Statal aa all a~ a<n odltiPI 

ot 1M ~ ,.._ ... cr bwoattol' paid _. aqr --llrit.llb 

I 1 bJ (~ - 01a..:1lJF nfiii'Nd W U "'loft-ta'lllllftll tOCI
4F 
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(3) .& large and eatiaf.,ctory •r.sure of relief with respect to the 

Ca.McliOJI ll)'stea of c.rbitrt.ry 'i'lll.ULltiotUS hertttofore r.pplied on Ml\1 co.-

modi ties. 

(4) Benefits to commercial travelers nnd to transit trade pnss{ng 

through the United States resulting rrom general provisions of the ngroo­

ment, together with proaised legislation ro&ording exemption or tourist 

purchases rroo d~. 

Direct concessions under Schedule I 

Those duty r&duotions on_ the part or Ct.n~ which cro apt~ciri~d by 

name in Schedule I , tohether with r. fow items on which tho ~xisting r~tes 

~e bound against increcee, llWII!Y.<r :.bout 180. Th• commoditioa covered 

account.ed for ~75,000,000 O'.!t of ~Jr. Lot•' or ~3-,GQO,OOO -d f;iu!J.;.ble 

iaports into CaMde from t.he United St"tos in the fised year 192?-30. -
In the ease of ~~~t.ey commodities specified in SchorJulc 1 the rctes named 

are the "intermediate" or •treaty" rlltes heretofore paid by ttw most 

favored non-British country, which ere in most cesce ~teri~ lower 

than the genercl rctee which we bl:vo hitherto pc.id. 

In the ccse or 80 or more duty reductions specified in Schedule I, 

ho;yever, rsprosentins a vc.lue of trrui<:> in the bnse ye..r 1929-30 of over 

tll5,000, 000, the rates named are lower than those heretofore paid by el\)' 

non-British eountr,r.. .-·-. 
These 80-odd items include such important American 

, 
exports &s fresh vept.ables, or~Ul~Bs and grnpefruit, certdn nuts rnd 

seeds, certain fish products , a broad I'8Jli8 of ~~~o:hin<t'"Y , both osricultura1 

and industrial, trr.ctore, electrical equiJ*Int or vnrious t;ypea , the 

Oxtremel,y divereitiod et.tesory of miscollMOOUII ll&llufllCtureS ot iron t;nd 

atoel, electro-plated ure, dreosed lwabor end flooring, tl.DQ 11iaMl1A...,_ 

This list ol5e i~ •'C"•inea 

CDd pertodicala, c.lJ. ot wbioh bere&ttor wUl b4' Clll1;r tree. 
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112J_t.-tucmpd-t9"!' = Mt.i?p trp!s \ 

Aa Juet at.ated, a lorge porti<lll ot the reeuced du\7 ra\ea n~ :I.D 

Schedule I are the •aoat-tavored..toro1sn-nllt.1Clll" rates heretofore :I.D 

ettact in the Cenndir~ tnrirr. The inclusion ot these rataa in Schedule I 

manna that they 1110.1 not bo i'Jlcreaaed during the lite or the agr-cat . Ot 

almoat equall7 greet lldvAntage to American ac;riculture and induetr7 1e tbe 

tact tb&t under the trade 11groemont all co~tiea 'l'bich •e sell to 

Cnneda, including hundreds of i\eme not listed in Schedule I, will here-

cfter pay no rete of duty higher then tho lowest rate, whether now in affect 

01· horenfter ootobl1shed, on the goods of cny other country outeido of the 

British Empire . Thie menns that hereafter lu:lerice.n goods receive the - -
bonofit (c.) of Ul the "1nte~to· rott>a ,r_ the Canruiillll tariff! (b) of -
the atUl lollor rates fU:od oo llllll17 items by CMade•a existing trade og:ree-- -
menta with other non-British countries, notably with France1 and (c) of 

any loYier rates herea rter fixed by trndo 11greemente of Cann& w1 th on:r 

non-British country. Although, unlike tho i tema in Schedule I, the dut:r 

roductiona on these items oro not bound aa to duration, they becomo etfec-

tive ilaedietol;r lrhen the .1greeaent enters into force . 

The exteosioo to tho United Stotea or •coat-fuored-foreign..natioo• 

trentment, including both the itea:a nCJDOd in Schod,ule I or the cgreem1111t 

and 1 tema not thore n&lled, means lower chnrges on our products comprised :I.D 

no lese then 7fll itUIII and sub-items of the Canadian tariff. ThU IIUIIbar 

includes IDOllt ot the ac;ricultural end 1nduatr1al produc\e ot the ~ited 

States tor wtdoh there 18 f1ZJ7 aarket in CIID&da. Ulcllg thai are 114 pro­

ducts, or gr~ ot product., ot each of wbicb the tiDited St.atea t'umilbed 

to Canada dur1ac tho tieoal 7UJ' 1929-)0 111port.e to the value or IIOra thnn 

1500,000. 

All the ii111pW't IB'I'W"\1 ot the hlW 8\a\ee att.c\ed b,r theM CeDed!• 

--1au an U.\ed Sa a aepara\e table, llldala ... tor eeall the old_. 
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• 
t.porta t'rol". tbe UD1ted Stt.tca during the fiscal 7eara 1929-:JO ODd 1934-»· 

The tollowi.Dg --.ry llhowa, by c~ity 11'0\11111• tbe wide cl1Rr1buUoa ot 

the tre..de beneti ting troa reductions in CIIDGclian duties . It includes all 

items whera tho reductiooa nre the roault <>f Schedule I or ot tho extonsion 

to ua ?f moat-tavored-t~roign-nntion rates . 

CoT!99ttr groupe 

Value of Lmport.a b-oll the 
Onit.ed States, tillcal yenn 
ended March 31, ot ortic1 .. 
benffiting bx duty r(!(!uctione 

Thousnnda or do1lnra) 

/.griculturnl products -----­
Fishery pi'oclucts ------·---­
Stone, glass and non-ferrous motRls 
Iron nnd steel Md !'I'Oducts ---­
Hardware 
Other ~utacturea or'iron and stool­
Machinery and encinea ------­
Motor vehicles --------­
Railroad t>quip:~Mt 
Wood and wood products ----­
Paper and Jlllpor products -----­
Hides WJd leuthur -------
Textiles ----------
Rubber products-·------­
Potroleuu products ---
Chm:rl.co.la -----------
ltusical instrw:KIDts -------­
lliscelloneouo l'roducta 

illQ 1m 
$49,'778 115,195 

1,164 400 
2.4 , 634 8 ,431 
8 ,993 4 , 216 
3,057 1, 416 

65, 473 15,650 
84, 107 22,309 
40, 461 3,128 

3,0'77 312 
21,620 4 , 257 
19,745 6, 421 

6, 063 1, .)82 
40, 546 6, 419 
2, 547 1 , 112 

19,982 4 ,154 
7,(fl7 4,505 
2 , 611 268 

17 . 548 ~·6l9 
419,103 l ,194 

Incidentally theea figures aro aigniticont in showing the areat decline 

in Cannda •a imports from this country of Rl1 BJ'OUpa of cOIIIIIIOditiea , e 

decline in conaiderl\blo part due to 1narooa81 in tariff burdens which are 

l'GIIOved by this a.cre•ent. 

A point ot great significance in cconect1'lll rltb Canada's lftl!lt to 1111 

ot her intel'lllecliate and trcnty rates 1a tba tnct that tbia means IIUCh 110M 

than 11111ro removal ot clitf erentlala heretofore cxiatiq a,ainat ua aa 0061 1 
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9't 
with --Britilb o-utu. It doee, f/1 owue, - tld.e 1a tile-

of tbe oaYaditiee lllleJ'O --Britilb OOUDtriee are illportut oa.potitarl 

ot the United stetea in tbe Canr:.dio.n ..uoket. Die ~ ot tbe t­

dut7 ditterentlU. tlp.iut us wUl &Mhle Mericen aportera to obtain 

a larger ehare of the tr'lde in aucb o-oo!Uea. lloet or the ortioloa 

or this croup, hD~n~Yer, are not or •Jor iiiFC)I't&noe in our trade with 

Cal!llda. On the other bo.nd, in the coae ot Mf1Y other Ul~nt comiOCI-

1 tics, our c011pet1 tion in Cnnedian JUJ"keta ie chieflT ri th tbe Un1 ted 

1Cingd011 and other pnrta ot the Britilb Dlpire. The reduction in r~tea to 

us on suoh article• rill grotJ.tly strengthen e>ur poaltion in coepetitic.n 

with theee Britieb countries which onjor preferential rates. ~t atill 

aorc Ulportant 1e the tact that in tho c:1eo or large nuabere or articlee, 

representing .. great voluae of trede, tbe United State• baa Uttle 

coapeti Uon froa e1 ther non-Bri tiah or Bri tiab countries in tho Canadian 

I!IArkGt; often this country 111 practical.l¥ the sole II'Upplier. Canada •a 

grant to WI or her inteJ:"CCedhte and troacy ntea on tbeae c.,..oditiea 1a 

not a Dlltter of dut)< ditferentiels. It aoons tM t the lower duties 

rill increase CaDeda'• total iaporta ot thia great aroup of articlea, 

and that the ltdvantego ot thia increue rill come chiefly, it not wholly, 

to American exporters. 

'!'he t.pcrtulce ot Canada '• grant to WI ot tbe -t favorable ter1tt 

treatment which ahe accords to an;y 11011-Britiab count17 CSIIDOt be -~ 

b7 11er0 atetiatica ot the vol- ot tNde en'ect.ed or tbe atent ot the 

reeulu.nc d\lt7 reductiou. It -e e ~utiOD in the ~e relatS.ou 

bet- the to. _tri... It .au thet Cered• bu ..topted with respect 

to the ~ted statu the nm-diaeria1Datol7 pollq ~ tbe Uldted Stetea 

baa lq -.iataiMd ~ all COUDtriN. AI I ~ IIIII' uport 

tnM to Qp I J - to .. .a-t. .. , 1t Sa .u.u ' afteeted 

llr • ••. • ., ~-- 7 a'• ....,......, wU1 ..,. • llllftlltap 
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eiailarit.y ot Canada'• c~pt1011 or IQOde, 

cen~, to that of the IIDited Statee. 

Chanue in d!.lty va.luatiOP mt,w 

A broad advantage to MrO' Unee ot Aaerican exports will relllllt 

troa chances in Canada 1 s ~ of valuing <'~ties for dut.iee. Tbeee 

changes are assured e1 ther b7 the trade agreeaaent itself, or b7 11 nota ot 

tho Cano.dio.n Government accompenying it. There bas been graduall,y grow­

ing in Cano.do. a system, taldng aovoro.l distinct forms, of app]Jting o.rbi-

trary o.asos!llllonts exceeding the invoico vo.luos on importod goods. The 

resul t.ing charges were ma terio.l:cy high or, in acme instances sevornl tiaos 

higher, thon tho nominal dut.y rates. On some coaaodities the pro.ctice 

aeant not •erely that the ad va.lorea rates were applied on a high&r 8UII, 

but that the di.t'ference between tho arbi tracy vaJ.ue and thg invoice vnlue 

bad to be paid a s a so-c::~lled dumping duty . 

These methods of valuing cOCiilllodi ties hove caused much compl:ltJ!t on 

the part of American producers and exporters, b7 reason both of the height 

of the resulting charges snd of their uncerto.inty. They have aftected 

a large number of our commodities, including not only fresh fruits and 

Tegetables, and Te.rious other fi.U'III products, but also a wide ro.nge ot 

llllnllf'actured goods such cs outo.obllos, radio r eceiving sets, electrical 

apparatus, flooring nnd text.ilee. The Cnn:lcl.io.n note contains definite 

undertrudngs that the Government will sponsor legislation o.aendi.ng the 

three sections of the Cuatoes Act which have been particularly onerous, 

J.n such manner as to afford n very large men sure of relief. The note 

aeauree further that pending auch lepelution re~~edial changes in tll'f roau­

latiON as to cuetc:aa adlllinJ.atrotion will be .ade ~otely, eo tar aa 

exietinc lew will perwit. In the cue of certo.in speeitied fresh truite 

and voptablu, CeDIIda roec..,....es tho rilht to t.8poee &dftiiCee above tbe iD­

voJ.ce vnluoe ot ~. but the qro-t iteelt provillee tbat theec ad­

"-' lhall iD DO «;!UK' exceed fOUl' t'1ttba of tbe lowoet aciTaDcee hereto-
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Otpcral grovifiene henefiti!JI Apu1•p ted! 

In add.iti011 to tho d\IV NduoUona prorlded in the acru••nt, • .,_ 

erol 1aportant ~· tor AMrlcan trods hlln been IIOCUI'ed. 'Diua, 

u a re8Ul.t of the 110at-tavored-nation atatua, which we b.erea!tar eDJOT, 

.\llerican c-ercial trevelera will han the prirllege or brlnl!ng in 

their -..plea under bond 1natead of having to pq tun dut)' without re­

fund . Again, the products of aey non-!lllpire co~mt.rT ahipJ>Od to Canada 

in transit through American porta will hereafter receive aa favorable 

trectllent by the C<wadian euatc.e •• if thoy had coae direotq into a 

Canadian port. lloreover, tho Canadian Government baa given aaaurance 

in a note that it will sponsor legislation in Pnrlicment to perait r esi­

dents of Canada visiting the United Statoa to bring back with them tree 

of duty articles for their personal use up to a value of $100, a privi­

lege ~1•1lor to that now enjoyed by Americons returning fro• visits to 

C(LDBda or other co~mtriea. 

IIAJOR CONCESSIONS !lADE BY THE UNil'ED STATFS TO CANADA 

'llle concesaions granted by the United States in exchange for the 

advantage a thus secured fl'OII Cannd:l tor our agriculture and induatry M)' 

bo briefly au..arized aa i'ollowa: 

l. The binding of the existing rree ent.rT into this countr)' o! pulp.. 

wood, wood pulp, and newsprint paper; w.onufactured wood generally; cer­

tain Jd.nda of a1ap:Q--118DUfacturod wood •uch aa ebinglea and latbJ oer:tain 

tiahe17 products including lobsters J certain kiDde or rura J crude aebel­

tos, crude artificial abrasives, certain fertilizers, and a n~er of lell 

1aportant o; odi tiea. All of tbia aeana no chlulcc in tho existing frH 

list. 

2. lleducti- in dut7, but tor apec1fied qlliiJititiea, on cattle, 

oe.l-, da1l7 -· --, ovtified seed potat.., and lwber and tUber 

ot DooJC)•• t1r ar Weatem healootJ SJI11aparte in_ .. ot the 1peo1t'ied 
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on Chocldar cheue, tumip!l, apples, hq, llllplO ~~~pr, lin paaltl7, 

and horses; oo halibut and certain lliDor ldods ot tiah; Md on patent 

leather, harneu lHther, fel'J"OIIIUICIIDUO, ferroeillcoo, ocetic eoid, 

and se.orol other ainor iteaa. 

4 . Tbo biodinc ac:Unat increase ot tho exiatiae 10 percent duti)" 

on cnrtoin teedstutts for M111Dls . Here caatn no chtlnge in our pre-

sent tnrift is IIICde. 

Tbe United Stotoa, na in the coso ot its tr:ldo care•ents With 

other countries, agrees that on all cOGIIIOditios Co.nad4 sells to this 

countey she Will reecho the tr<.-.Jtl.l.1lnt. z.ccordcd t.o t.!:.o; QOet.-favo.-od 

no.tion, cm:ept ot course thnt nccorded to our out]Jriq: territories and 

possessions and to Cubo. 

Aport from the eafeauording limits ~ovo oentioned With respect 

to tho i.oports of cottle, colvos, dniey cows, creOJ:l, seod pototooa, and 

lucber, the agreeQent contoins a generol clouao rolnttng to possible 

future further restrictions oo the volu::ae of inports. Tbia cbuae, -
wbich is sil:rl.lar to thnt contnned in our previous trade oereeaenta With 

other countries, is intonded to dvoid conflict with our Agriculturol 

Adjuatcont progrOCII •nod with possible other futuro progroce of si1:11lar 

chnrnctar. In IIUbst.luloe, the clllWie prowidea thnt, it either count.,. 

uodertnltoe to co.ntrol tho dooeetic procl.uctioo or I:II!J'keting of CJ17 coo-

aoditi)", it 'DI1T oleo liDit the quautit7 of iJ:Iporte of tbllt c~iti)", 

INbjeot to oert4in oooditiona regarcU.nc ths ahnro ot the other countJT 

in tbf ~ eo reltriated. 

tM 11IIIJFIOI'tll11117tel ot tM c •c 7110GII llllllde to tllll Ulllitod ltatee, to Dillie -
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J:llde liT the United States to ~a it 1e neoNNZ7 to \1118 the dnta ot 

1929, prior t o tho adoption or tbe 'teritt Act or 19.30 aDd t o tbe re­

duction in trade reiNlting troa the -.orld depreaeion. Our total i.r:lporte 

troa canada in 1929 IUIIOUilt.ed to t503,ooo, ooo. lot tor trora two thirds 

of tb1s total consietdd of articles tree of duty under present lowe. 

The agroement recently l!lllde with Swedon bound on the tree liat certo.in 

major cliUI~ee of wood pulp, of 't!hich canada 1a olao nn ioportnnt supplier, 

having turni&hed ua such pulp to a veluo of t;l6,485,000 in 1929. C~ft('.do 

ot courso obtllilw the benefit of the obligo.tion given to Sweden. The 

Canadian trode ll8%'8""'ent itself provides for biDdin!> on ~he tree list 

otber cloesoa of wood pulp and o nucber of ?thor articles or gr&o.t im-

porto.nce. 'l'bo articles thus bound o.ccountod in 1929 for about 

$221,000,000 worth of lllports froa CMedo., or 44 percent of our total 

purchiUioe from tho.t country, 

Total imports froc CQllode in 1929 of those dutiable articles of 

which Co.nedn is 0\U' principal foreign supplier were valued ct about 

tl35, 000, 000. The t r ade sgreel>Ont reduces tho duties on cOilll>Oditioe 

valuod in tbe trade of thtlt yecr at about $79,000,000, or s<X>811!iot less 

then 6o percent of tbis total. These duty reductions apply to co=odi­

tios roproaonting about 16 percent of 0\U' total il:rports tree CModa in 

1929, In eddition, the present rate of duty on certoin an1'"1lll teed­

etutts, 10 perceDt ed v olore111, is bound again•t increase; our purchaa .. 

of thoao fr01:1 Co.neda in the $-Ol'.r ~929 ODOWit ed to about ts,J,OO,OOO, 'l't\8 

auraaato value of our i.r:lporta tr01:1 Canada in 1929 of all article• wbiab 

are o.treoMd c1inatl,y liT tbe trade ... sat. 1IIWI thus about $.308,000,000, 

or All>OIIt ~1¥ tbNe tutba or the total volae ot our i.r:lporte troa 

()enec!p 1A Uln 7-• I\ U i.lp)rhDt \a Dote1 hot0i81 that. 1! W • 
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IIIX:IPROCAL C<IIC!SSICifS al AGRICULTURAL PROOOCTS 

In the negotiation ot thie a&tO••ot our OoTernment baa ncOfi!!Md 

that a aubstenti~ balance abould be maiata1Ded between the conceaaiona 

grented by this country on agricultural prod1111ta and those obtained !rom 

Cenadt on agricul turnl products. Even it the United Sta tea had obtained 

troa Canada little in tho way of duty reductions on farm products, our 

f'&nl8rs would have gllined much from the nw11eroua and iDportant conceaaiona 

obtained !or American mcnufncturcd goode. The increase in the exports or 

our factories, which seems bound tc result, ·~11 so add to the purchasing 

power of the wage eQrDars that they can buy more of the products of 

American tarma. Moreover, our f&l'l:lera, as large consw:oera of Canadian 

products on which our own duties have been reduced, rill be protected 

against unduly high prices for tho!!! co:t:~oditiea. 

As a matter of fact, however , the agreement does much more than thi& 

f or our agriculture. It will assure lnrgo increases in exports of 

Alll6r1can farm, producta ~Conadn . There is good reoson tc anticipate 

that these increases rill ot least eoual the increeaes in imports or agri­

cultural collll!oditics t'roa Ccnac!n resulting froa the conceaaiooa which we 

have aade to hor. lloroover, in making duty ~uctions the Govat'DJD811t 

haa to.kon the greatest o~re to prevent injury to ony grou.o of American 

tarmors. 

Both the United St4toa and Canada export large quantities of grain 

tc Europe, and no ~ty reductions have bean ande on Canadien grain and 

gr11in products ill ported into thia com try, al tboll£b Canada baa been uiiUl'ed 

that tho prcaent duty on cortnin en1ml feedstuffs rill not be incrtaatd. 

On the other hand , the united States with ita larger area of' agricultural 

land Plld ita aore varied cli»te, produoea far 1110re or aoat kind a or 

aniaal procl.-,tt, vaptablea, Nid tru\tt tb4JI C111111da. Our c0118111J1t.lca ot 

tbe• proclactt la blip o.a c011pcred with tbo Calledia exportable ~· 
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For that reuon 1t baa bee poaaiblo 
~ 

to aake du~ reductiona 1lb1ch UINI'e /O:) 
to Canadian far.ers such an 1Dcraaae of uxporta to this country na rill 

add llllterially to the total dne.nd for their output , wile scarcely effect-

ing the dellnlld !or ClDd eapeciclly tho prices o! the products o! our own 

forms. 

Direct benefits to American farreore 

CMada 'a concessions to us on farm produots cover a wide ticld. In 

somo cases 11e secure lor1er dutioa moroly na tho result of the general p1·o-

vision by which hcreaf'ter PJ:Ierican goods, inatcod of paying the "gcnc.rll.l" 

Cenadian duties, will Jli'Y tho lo,-or "1ntenaad1ote• or still lower •treaty• 

rates. On a nuzber of i.llport«nt ft.rr.J products, however, Canada bas &iven 

us r ates well belov inte~ato or tror ty rrtos. Moreover, the adjust-

menta which Cl!Dcda hlls agreed to make in her r:aothods of vcluing il:lport com­

moditiea arc o! particular cdvruttnga for our farm products. 

The r.tost important one concession IIUldo by Cnnadt\ in the field of agri­

culture is that relating to the Conodio.n trrii'f paragraph which covers 

fresh vegets~os. Canada has long distinguished between the so~son when 

hor fnrmors are marketing their output of such vegetables end tho •orr 

••aeon. • There bas been a basic ad valorell rote, JO percent since 19)0, 

appliceblo tbcoughout tho year, but during the competitive season this baa 

been eupplemen ted, ns regards moat lcinda or •osetabloa, both by llin:Uiua 

specific rates in cents per pound and by ao-cnlled vclustion cdvnncea. 

Under this velu:!tion method not only did the t.d v:~lor8CI rate apply to a 

value hi&her thnn tho invoico vnluo, but the difference between the two 

values was a.lao chnrsed ca a •dumping" duty. 

The asro811811t tltlkea grent chnngoa 1n the charges pnynble an thh 

iaportnat group o! bllh vagetabloa. 

iaportaace bave boeft tnlla!erred to tba tree Uat. On the r-i.Dder, the 

---------------------~-bulc ed ru=- rate baa be-. reduced !roll )0 to 15 perce~~t. Ollr t&l'MJ'Io 

elpecial)¥ 1D the PacWc q ~m StatN, wU11et cr-t edftlltqe ~ 
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tllia 50 percent reductioa 1D C1111ada 1a dut:r on vesetablea which are ott-

Jeaaon in Canada, The atftt.ua apec1tic duties hitherto applicable durinc 

t.he season when OlD' vegetable• compete with the Cc.nadian will be entirel;r 

canceled, oxcept oo t0111atoea . llore important atill it tbo adJ1111taent 

made with reapect to valuation advances during th4t aeaaon. On a nw.ber 

ot vegetables, includl.u tomat.ooe, the 111et.a ot d:vnncea will be canceled - ~ --~- --

entirely. On about a acore of vesetablea Canada reserve a the right to 

npply theao valuationa, but the agreement aesuroa our exporters that the 

additions to the invoice valuea will be at lenat one fifth lower than 

heretofore. 

The effect of the concession on the chargee npplicable to thoae 

Acerican vegetables which atill rccain aubject to valuation advance& aay 

beet be ehown by an illustration. Formerly if the invoice value of a 

£iven vegetable were 5 cents per pound, and if the valuation advance 

applicable were ) cents per pound, tho ch£rge would have been )0 percent 

on 8 cents plus a dumping duty ot 3 cents, making e total of 5.4 cents per 

pound. Horeo!ter the valuation advance, if applied at all, IIID.Y not ex-

ceed 2. 4 cents per pound (four fifths of the former ) cents) , and the duty 

1D that case will be 15 percent of 7.4 cents (niUIIel;r 1.1 cents) plus 2.4 

cents, or a total of ).5 centa per pound, as against the former total ot 

5.4 cents, a chllrge )5 percent lese then before. 

Thie conceaaion which Canada bee a:ade with reepe-;t to ngetablea 

imported during the Canadian merketins season will be of wide-reachinl 

adYantege to producers of such vegetables in uur northern Statea, auch as 

Now Ensland, Nov York, New Jersey, Pennsylvania, Ohio, and Michigan. 

A .tailer adjllltllent respecting ad Yalore~~ dutiea, apec1tic ainiaa 
------- -~ 

rates, and valuation advance• bee been •de in those Cenadian tariff 
---- -- ---------- ··-

peragraJ)U llb.1cll :onr all except citrua truits. Here tbe baaic ad -- . . --- - ----
nlcr• rats baa beta rec!nced trOll 20 to 15 peroeat_, tbe valatioa ad­

ftlla .. ba•• baa:~ ct1110eled 011 -.raJ. ol.lla .. , and auch adftllo .. •• laiT 
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hereafter be 11pplied on other kiDda c:r fruit wtll be at least one firth 

lower then heretofore, 

168 .. 

In addition to thece reductions in tho ohargoD on vaget~bles and 

truits subject to general paragraphs ot the c.,n!\diun tariff, our ornncee, 

duti~t ole in recent ye~rs , are to be !reo dur~e conths when we nor­

ID&lly shi~ the "'ost, . tho rr.to on grapefruit ie cut froa l cent to l/2 

cont per pound throughout the yoor, and lemons ore botmd on the l:anadian 

t'rte list. Large qUAntities of these citruD fruits ere consu=ed in 

Canada, and our Floridn und California growers will bgnefit greatly by 

these concessions. Duty reductions tlro also !Dildo by Canada on sweet 

potatoes which are cede tree, fresh 6.Dd cured ae-.ts , poultry, canned 

fruita 11nd vegctatlos, ripe olivos, nnd several other agricultural prod­

ucts of i=portenco in our tro.de with Canada . Raw cotton, which Canada 

i=portod from the United States to a vP.luo or t27 ,104,000 in 1929-30 nnd 

of $18, 095, 000 in 1934-35, is bound by the agreament against the illlpoai­

tion of any rluty. 

The statistics ot Clltlada ' s uports from the United States in 1921- 30 

before the increase in her duties atiC in hor syste:o or valuation advaDcee, 

indicate the great importance of the concessions obtained for our fnroera 

by the trade acreement. The t-~tal value of imports of agricultural 

products frOI> the United States in that year wl\s nbout $134,000,000. 

Thia includes, however, ll large vulue or freo illlports (cotton alone 

amountinc to over $27, 000,000) , nod also aooe dutiable crticles where the 

United States wes not the principal source of taporta. The iaports or 

articles dutiable under ~esont laws, or which the United States wee the 

principal supplier, are only nbout halt ot this $134,000,000. Reduct'iODS 

in chttJ 1n cme fora or another _baYe t:e~ securod 011 articlee nc:oo.aUnc 

tor abolat t53,000,000 ot this total. Tile Clbl'rpe on -t or U~M• 
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con-oditieo which wo ahip to Canade will be at leaat ooe third lower tban 

heretofore , nnd 1n some cases the reduction will mnge 1"rrOI 50 to 100 

percent. 

Agriculturul conceeaions gada to Cnnada 

In return for the benefits thuo secured far our farDers, the UDited 

SUites bD.s made concessions of 1nportonce to Canada 1 a agricultural cOII­

INllity. Our total iaports of flll"lll products troc Canada 1n 1929 at:o~mted 

to about $45,000, 000, nearly ell dutiable. or this totcl. about 

$8,400, 000 eonsietod of cortRin animal feedstuffs, end tho agreement b1nds 

against increase our present 10 percent duty on these. On commodities of 

which the imports from Canada 1n 1929 amounted to about $25,000,600 the 

duties have been riduced. This total includes eattl.e., <:e.Lves, do!ry cows, · 

cream, and certified seed potatoes. On th_.se the new lower- ratoa appl,y 

only to specified quantities , any larger imports continuing to JX1Y the old 

duties. Tboso fivo items accounted for only $1?, 000, 000 1n our imports 

from Canada in 1929. 

Other reductions in nur duties aade by the agreement cover live 

poultry, dressed chickens, horses, cheddar choose, hay, apples, fresh 

cherries, strawberries, and green pees, tho last-no~ed concession applying 

only during the sWIII!Ier and doco not t.ffoct 11intur- pe<-3 lupm'tod•frotl 

southern countries. The imports of thia group of commodities , 1n recent 

years , have beeo small in comparison with the domestic production. 

Although no doubt the importll of the~:~ aay 1Dcrease materially and 1:1&¥ 

become e aubsUintiel traction of Co.nada 1s output of these produete , the;r 

cannottbeoomo a autficient part or our coneumption to rltect materiall;r the . 

prices ot the tar lnraor output cf &ur owo tarmers . 
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Aaerican clutiea han 'lleo been reduced on aarle BUCIU'. tumipe, 

and troMn blueberries. Ioporta of theae coaaoditiee auppleaent our 

inodequote domeatic production. 

A concession ia r.ladt~ by the Unitod Statoe on cattl.G, calYoa, and 

dGiry cows. But the dut;y reduction on cattle rolatee only to thoao 

nigbiJll 700 pounds or ooro each, the il:lporta of which coca olaoat on­

tire:Q' froo Canada. The rate is reduced fro:J J to 2 cents per pound, 

but it is at the some tioo specifically provided that entr~es (from all 

countries and not oeroly froo Canodo) ci this lowor rete nay not exceed 

in &n:f year throe fourths of one percent of our ovor080 nnnulll tott>l 

dooestic slaughter of cottle ond calves from 1928 to 1932. The lowered 

duty on calves (lt cents ogoinst the former 2t conte per pound) I 

ail:lilorly spocificclly lioited to o soall percentogo of dooestic production, 

tllld thot on d!Ury cows (clso 1! cents) is specifict>l:Q' lioited to 20,000 

hood, which is a soall fraction of one percent of tho nuobor of cowe 

tlllDUally rcc.ching the m111c-producing nee in tho United States, It is 

eolf-eT!ecnt that the ioports of cnttlo, calves ::>nd c!niry cows at the 

reduced r ote, within the lioits thus spocified, cnnnot nppreciably affect 

tho prices received by our tnrmers , It !ley bo notod, in this coMoction, 

thnt tho reduced dut> on cattle will benefit mnny Aoorictlll fart~ora who 

fotton purchased feeders for sale, since o lorgo proporticn of the IIIIOll 

il:lports .froo Connda will bo .foeder cattle. 

'rho lioite set for the quontitie3 of crooa o.nd certified aoed pote­

toee which oq enter at ree.ucod c!.uties q a also auch o.a to eo.fegu:l.l'd 

.lnericon producen ,r theiKI c<>IIII:IOditiea ~nat injlll)' from il:lcreaee il:l 

il:lporta , 'lhe rodiiGtion on certified Mod potatoea 1a axcluaiYely tor 

the banetit ot Aaericu t~~r.~en wbo grow pota\oea, lo reducti011 011 

P<lkt- tor -...,U.CII baa b.- !:*le in tbe CICI'_.,.nt,, 
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CAIIADW TAIUPF COIC!SSIC.S ON AIIEBICAII 1101-AGIIICUL'rUIW. COM!Din!S 

'Ihe ad van tapa obtained tor our factory 111111 other nca-agricul tural 

industries through the trade agreement with Co.nadn are ot great 11111plitudo. 

They should mean f'uller and aore profitable eaployment for JDaey' industrial 

plants and for 118117 tana ot thousands ot Aaorican wage earners. 

INch the greater part of Cemda's iaports froa the United SU:tas 

consiets ot IDIUIU!actured goode, nearly all of which o.re subject to duty. 
. - . . . .. - -· -- -- -

Schedule I of the agreement specifies reductions in dut,y , which cannot 

be increased for the durntion of the agrcomont, covering a wide range of 

1114nufllctured articles. 'Iho value of the ill porta into Canada of American 

industrial products nued in Schedule I was about ll45,000,000 durinc the 

fiacal :year 1929-30. In addition, the genersl extension to the United 

States of the lowest rates of dut,y now paid b;y the products of aey non-

British country affects advantageously hundreds of other items nnd sub-

items of the Canadian tariff relating to industrial products. Those 

lOITer rntcs are not bound as to duration, but thoy bocoae affective ill-

uc!J.atcly when th6 a~J'<'-nt enters into force. Tho value or the iapo~!.a 

of non-agricultural COIIJIIodi ties benefiting froa the reductions in dut)' of 

this character, not counting the items of Schedule I, wns nbout 

t.220,000,000 in the Cnnadian imports fr0111 the United States during 1929-,30. 

llhen these two groups are c<abined, it is found that reductions in 

Clnad1en iaport duties, in ac:ae fona or degree, are provided b;y the &IJ'H­

llent on Aaerietdl induatrial producta wbicb were lbipped into CeMda durinc 

the fiecal year 1929-.30 to an aggregete value or 1.365,000,000. 
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DutY rtductiqnt 011 wod!act• 1nc1u:lec1 ill Schedule I 

Machinery repre-te tile largest group or nqn~gricultural producte 

benefiting trom the reductions in duty specifically aaaured to tile UDited 

States by thiiJ oere-t. • tho c~se or agriculturnl acchinery IUid 

implements, the concoaaions accorded involved e trade which , in tho fiscal 

year 1929-JO, uomted to n total of over . 14,000,000. On moat claasea or 

such fArm equipment , tho Canadian duty has been reduced by hnlf, or from 

25 percent to lei percent ad valorem. All tractors, for wh3~evor purpoee, 

will now enter tree; some types have hitherto paid e duty or 25 percent. 

In the industrial ~chinory group, tho Cnnadinn tariff par~grapb 4Z1, 

which covers machinery of irou o.nci s ~ec.l not opecinlly provided for tbe 

imports of which trom th<' United St<. te:; l.li~Ounted to tJ5,800,000 in 1929-JO, 

will be subject to vllrying roductiono in duty. Tho duty in all cases wu 

previously .35 percent ad valorem. Horeaftor, the rrte on none or this 

llllchinery will exceed 25 porcont; a large portion will be dutiable at 20 

percent1 b acme typos of special purpose naachinery, the rates are fUrther 

reduced to 15, 10 or 5 percent; nnd in certain c~eea the duty is r..oved 

entirely. 

Certain a1n1ng &chinery, of which we sold tn Cnnnds 11,900,000 in 

1929-30, obt ains a reduction from 25 to 20 percent ad valorem. The r ate on 

logging machinery of the type which formerly paid 20 percent ls cut to 15 

percent, representing trede uounting to .1,400, 000 in t.M.t yeu. Speci al 

textile ~~achinery, in which the trade ne t.4,900, ooo, ""' toreerly dutiabu 

at 10 parcantJ it will now pay 5 percent. 

Electric dynalloa, goneratore, motors ar.d partt, the trade in which 

durin& 1 .30 was t6,500,000, rill also er.joy a substantial reductica ill 

duty. Radio1 aDd part1, which wve lllported into CCDada troa tile 

IIDited 1tate1 4ur111c u.at 7N1" to a ftl.ue or f,lO,.ulO~ooo, are to IIA.,. the 
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dut;y reduced rro. )0 to 25 percent ad YLlorua. A alal lcr reduction is 

made on telephone Wid te1esraph Appt..rt.tua, repreaenti~ c trace or 

$.3,200,000. Electric rerrigeretors or both household r.nd c""""rcie.l 

t;ypc31 whicb h<.ve hitherto paid 40 percent, will now pq 30 porcent1 

CaMda's iaports from ua in 1929-30 lfere nec.rly t2, 000, 000. washinc 

1111chinet:, representing a trade or tl-, 600,000, ru-o reduced trOll .35 to 

25 pe:cent c.d w.lorem. On tho extree>ely versified Cnnutio.n tar it f 

item or misco11Meous ~nutccturcs of iron end ntef'l tho duty !v,s been 

reduced from 35 to 25 percent. Tho trndo in this category during 1929-JO 

nmounted to ~0, 500,000. Electro-pll•ted were (trede $2,600, 000) obtains 

e reduction of its present 45 per~ent duty tn 30 percent. Other reduc-

tiona on IIICtcl. products affect pipo fittings, enclloJlod h-..llow-wnrc , 

manufactures of •in pl1.te, cooking I.Dd hoeting opporntus, wire fencing 

nnd netting, v&rious types or wtre, end cort1.in zinc products. 

Dressed lumber, including flo~ring, will onjo,y o reduction from 25 

to 20 pvrcent 1n thv r~to of duty, and continued froc ~ntr.r of rough 

lwobcr and lunbar drcssod on one side is bound during the life of tho 

ogroemcn t. The imports or rou&h ~ dressed lu=ber from ~ United 

Stntea during 1929-30 wore valued et tJ.l,lOO,OOO. The Cc.nodian tcriff 

items covering AmoricLn monurocturcs of wood not olsolfhoro provided for , 

with trc.de vulue of f.3,6oO,OOO, hithc.rto subject to c duty of 25 percent 

wUl now Jl6i' 20 percent ad v;:.lorcm. 

lliSCOlieneOUS !IIU\Uf:.Ct\11'\oS <>f pr.por, th.:l imports Of lfhlch froa tho 

Unitoo States durinc 1929-30 c.aounted to tJ,lOO,OOO, ~cure c reduction 

in duty rr0111 JS to JO percon t cd vuloro•. Tbo WI' .l.tC item covering 

types or pr.per not el 88wboro provided for, w1 th n trcde vc.lue ot ovor 
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carbon bl&ek, c~llllda ot tetraeteyl lead; cert:rln typea of glaaa, fire­

brick, bullding brick and certain building atoneJ Diesel eng~ea, IIOto&'­

cyclea, watch cuea, certain braes band inatrumenta, surgicel dreaainga, 

oi.l cloth and linoleum, and dolls &lid toys. Under the terms of the agree-

aeot American Mgazines, which heve hitherto been subject to various ratea 

or duty ranging up to lS centa a copy, will now enter Canada tree or duty. 

The import&nce to ua of thia conceasion, which will be welcOIIed by aey 

Canndiana,cannot be overestimated. 

Duty reductions on nqn-agricultural products under general provisiona 

Spnce does not permit even the mention or most of the many and 

diversified induatrilll rroducts -.bich, although not listed in Schedule I, 

wi.ll enjoy reductions in duty as the result of the extension to the United 

Statea of moat-favored-foreign-nation treatment. They are all shown 1n a 

separate table. Among the outstanding classes benefiting from conceesians 

or this form, the following may be mentioned ; the approximate amounts by 

which the rates of duty are reduced are indicated 1n parentheses, in tel'IIB 

of tractiona: 

Motor vehicles and pnrts (with JM.terial reductiona of varying acounts) l 

aircraft (l/6 off); railway cera end rerts (l/12). 

Cotton fabr~a (l/7 to l/6 off); cotton clothing and other manufac­

turoa (1/7) 1 wool clothing lllld other manufactures (1/7) 1 rayon fabrics 

and other products (1/7 to l/5) J silk fabrics and clothing (l/7 or more) 1 

hoeiery and knit goode of varioua kiJida (about 1/8). 

Dresaed .rura (1/10 off) 1 certain ldnda of leather (l/10 to l/4) I 

boota 1111d shoe• (l/8). 

Various chemical and Mdicinsl preparation• (1/10 to 1/S off) J 

paollne and lubricating ella and greaaea (l/10 to l/8). 

fibreboard cOII\a!Den (l/6 otth nllboard and roofinl (2/7)J 

hinlitv. ot .U klllda, woad and aeW (2/,) • 
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Glasa tcbleware and other canut4cturea of glass (1/12 to 1/S off) ; 

silver and plated ware (1/5); jewelry (1/6); mua:lca1 ina~ts (1/6). 

Diversified types of electrical np~ratua (1/6 off); manufactures of 

copper and brass (1/6); engines and boilers (1/6); and the diversified 

r1111ge or iron and steel rolling mill products (1/12 to 1/5). 

Printed advertising ;:atter (1/6 or more off) ; and the large basket 

i tell or the Ce.nadinn tariff covering all unclassified ;:>roducts ( 1/10) . 

Concessions cede gy tho United States on ngn-ogricultural comm9dities .. 
In terms of velue of trade affected the major co~eaaiona made by 

the United States to Cancdn on non-!J.6l'iculturel products consist of the 

binding of free list i teJIIII. llost of the free articles which we iJDport 

from Canada are non-agricultural., and such free iter.>s J:lake up far the 

greater pert of our total imports from Canada outside of farm products. 

Tho aggregate imports of non-agricultural products from that country in 

1929 !llllounted to tJ.:a,ooo,ooo. Included in this total, however, were 

important non-eoanercial items, such aa .tm.ricon goods returned , Md III8.IIY 

articlea of which Canada is not the cbiof source of imports - crude and 

refined copper, for oxampl.e. Excluding those, the imports of comercial 

non-farm products of which Cnneda is the prinlb~pal foreign supplier were 

valued in 1929 o.t about $342,000,000. Of this t 11tel $252,000, 000, or 

nearly three fourths , consisted of commodities free of duty under pre..at 

laws. 

Apart froc thoao cloaaea of vood pulp l'lhich were alrslldy bo\Dd on the 

free list by the tro.de agreement with Sweden (value $16,485, 000 in 1929) 

the agreement w1 tb Canedn binds the continued free entry of goods II" king 

up about $221, 000
1
000. The biggest it- bound on the free lilt aH 

newsprint paper, wo<'Cl pulp (aoecbanical, eode and bleached sulphite) 

and pulpoocxle . Illoludinc wood pulp ot the ltinda al..reedT bo\md aa the 

Regraded Unclassified 



• 

tree list b;y the Sndiab ~crerrmt, our iDporte or tbeae three articles 

from Cnnada in 1929 I'IOr a valued at no leu than 1184,000, 000. 'nlo 

juetitication for aaaurina to Con•d• that thoeo three coamoditioe will 

continue to enter w1 tbout duty during tho lite o! tho present agrce­

::>ent lies chiefly in the fact that this coiDltry is at present WIOblc 

to supply anything like its total rcquirenenta of f>"por and pllper­

Daking ..aterials, &nd tho fact that in norlll41 til;lvs the cut of wood 

trou our f orests, for paper, lucber, and all other purposes coobinod, 

greatly exceeds the annlllll growtll, w1 th rceul tent ste11dy depletion or 

our ti.J:Iber stn:nds . For 1:1oro tl'lnn ten ycara pQat the il:lports of i)apar 

~:~aterials a:nd JlllPE'r Mve been core then hnlt of the total p:1per con-

SUOI!ption in the United Ststea. AnT sudden and IOIU'ked reduction in 

imports of these COlll:l:xlities would greatly derange the. paper-l!llliiU-

facturing end paper-using industries of tho country. Adequate advance 

notice of 1107 intention to change ')\ll' long-standing policy reg3J'ding 

il:lports of theee products should be given in the interests .,r Al:lorice.n 

business. Moreover, nny change; in policy woulc scan:ely be justified 

without assurance of a cloaor future ~snce between r.ood-conaucption 

and annual forest growth , involving o for-reaching prograQ of rcforoato-

tion and forest 11111110gc~:~ent . It ll3aY bo notod further that t" le:V)" a 

duty on one of these throe oojor co<~~:~odi tics, without also placing 

duties on the other t110, would be ~aonable and unfair. 

The agre-t w1 t.'l Canada nlso biDda tho existing tree entry of 

v&ri 0118 \lmi&DUtactured or aiDply-II:MUt'actured wood co..adi tics 1 such oe 

l oce, poata, poles, ra1ll'le,f t ies, pickcto, paling•, latA and s!rl.nglC:e. 

The present ~nt b7 llbicb tho illporta ot sMnsl ea are lil:lited to 

25 P6I'OtBt ot CIIIZ' cto.stl c 0011818Pt1on 1e cont.iwed. 'l'b(. t ree entr7 or 
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t.bese wood products h&e been llllintdned for t.u1 indefinite period in the 

pcet, in the interests of our lullbet aills, roUWQys, terms, uJd other 

users or those 1111-tericl.s. 

177 

Other importc.nt free list 1 tams which <.re bound by the c.greement 

include• (c.) Agricultural implements, the !reo entry or which hLe long 

boon Americt n public policy; (b) certAin commodities which t.rO not pro­

duced in the United States or oro produced only in insignificant quanti­

tics , such c.s crude asbestos, nickel oro, matte end oxide; cobalt ore 

one! ~~etol; crude artifici&l ebrnsivos; c:c.lcium cynnilllid end sodium 

cyanide; (c) crude gypsum, sulphuric ocid, c.nd four kinds of undressed 

furs; c.nd (d) most of those fishery products which c.re free of dut,y, 

tho most importc.nt being lobsters, ecollops, Lnd soc. herrin£ nnd' &l!llts, 

of none of flhich h<.ve Americc.n fisheries been cble in recant ye..rs to 

supply the de~nd of our mcxkets. 

The most important non-ngriculturcl commodity on which t he duty 

hos be on lowered is lumber (including timber). The imports or lumber 

!rOIIl Ccnodo in 1929 were 010re then tJ?,OOO,OOO in vclue. Lumber en-

tered tree prior to 19)0. In tbt.t yoc.r 6 duty of tl per thouscnd bocrd 

feet wcs imposed on lUlllber of tho mcjor coftwood species, • nd by tho 

Revenue Act of 19)2 c • or $) ~s imposed on &11 lumber, cdditioncl 

to the dut,y. As o result of this action, nnd of the reduced demc.nd 

for lUIIber during the depression, imports of Douglr.e fir ne<-rly coosed, 

though coneidcrc.ble quontities of other softwood lumber continued to 

enter. The agreement reducoe tho cOI!lbinod duty ond tox by 50 percent. 

In the caae or Douglo.a fit• ond weatorn hcalock the d0111estic industry 

ia aateparded bJ ll.Jdting the quo.nti ty, which .,q enter at the reducvd 

rG. te, to 250, 000,000 'bocrd feet. This qunnt1 t1 , it llbould be \leU 

not.od, 11 equDl to about 5 percent of our con-ption of t.boa, apvci01: 
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durin& the lut few years, ruxl of course on cvon IIZI&ller percentage ot 

the COlllbined dOillestic conaw:~ption of Douglas fir, western hocU.ock and 

yellow pine, tho three spocioe oost A!fected by the competition of tho 

Can:1dio.n Douglas fir. Tho imports of spruce and wbi te pine: froz:> 

Canada ~pplement inadequate dooestic supplibe or these epocios. 

C<>ncessions _have been aade to Canada wi tb respect to certain 

dutiable fish items. Beccwso of the already sovere competi ti ~n of 

itlports of cod, haddock and related species with the catch of our No" 

EnglaM fisheries, no duty reductions have been il!ld~ on thea._ fish . In 

the caGe of oost species on which tho rates have buen lowered tho ioporte 

ei thGr nre small in comparis?n with <!omc,stic prod\.ICtion or uro supple-

ocntary to the domestic catch. The duty reductions apply to fresh or 

frozen halibut , salmon, eels , and eight species of fresh water fish; 

fresh but not frozen 87ordfish; pickled or IID.l.ted ealm?n o.nd alewives; 

certain kinds of molted herring; and c;1nn~d razor clllllls. The oost 

importnnt single item is porhcps halibut . The imports of fresh halibut 

in recent years hove cvcrcgod only about 10 percent of tho d?ocstic 

consumption. There is sooo ~xportotion ot /JJericM-caught hclibut 

to Canada nnd she bes by tho ugreez:sont reduced her duty . Both tho 

.Al.lerican and the Canadian cotcb is alD.oat 'ICbolly on tho Pllcitic c0<1st. 

Turning to tlinernl products tho agreement provides tor lower rataa 

of duty on firebrick, limestone not suitable f ,>r building, lioe, and 

crude feldspar, all ot theao being cocmodities of which the ioporta 

have hitherto been IIZI&ll in COIIIpariacn dth the do10ostic productic-n. 

The r educed rate oo the lOII'er grades of ground talc , and th!J aoo.ll cut 

in the duty oo certain dec~(! -burned refractor,- aatorial relo tc. to c~ 

Dodit.t.el the iaportl of wb1cb are lliPPletleDtar)t to doaeatic wppllo1. 
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Furtheraore, reductions 1n duty hue been made on ferromanganese eDd 

ferrosilicon and on the oinor products forrotitanium, ferrovanadium, end 

ferrouraniua. 

Reductions 1n duty have been llllde With respect to about 15 IIICIIu1'actured 

products. The coat illlportant of these are patent leather, hameaa leather, 

acetic acid, rnd whiskey. Prior to 1930 aost leather wns tree of duty. 

The ratus icposod in thrt year t>re pnrtly compensotory for the duty imposed 

at tho acme tice on cnttle bides nnd c~~fekins. The reduced rates on 

p~tent leather and hnmess leather leave an element of protection for the 

docestic tanneries in excess ~f the nnount necessary to conponsate for the 

duty on hides c.nd skins. Tho United States lu\e always OX!JOl'ted far aore 

J)lltent leather than it baa illlported. 

During the pnriod of ;•rohibition in the United States large qUMtt.ties 

of 'llhiskey of J.mericun typo (rye end bourbon) were manufactured 1n Canada. 

With tho end of the probibitioo period CanediM distillers wore left with 

creat stocks of AcericM typo wbisk.ey for llbich Cc.noda i tsolt afforded 

only o s~ morkot. The shortage of properly cged whiskey in the United 

States since the repeal of the prohibition ansndcent bas created a damnnd 

for this Can~ dian supply. 'l'be 50 perc ant reduction in the "heretofore 

high duty of $5 per gnllon applies e.l.so to Scotch, Irish, and all other 

Tl!rl.sksy aged fora years or core in wood. 

'l'be reduction 1n the duty on acetic acid aaeoed warranted b)' the fact 

tlu\t during recent years there baa been a erect increase in the deund for 

thi commodity as the result of the expaneion of tho royon industry. 

Both the doceatic produot.ion and the illlports of the more hi&hlY concatrated 

acetic ~~eid a1'feoted by the cbaDge in y ban crown rapidly, eDd it doea 

not eppeno l.1kely that the redwtlon in the duty wUl ca- dealiDe in Ul8 

a 
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are lowered b7 t.be acr~t are 

114 

"' 1:88 

1 acetate, cobalt Oltide, ~et;rlae 

black, crude apera oil, electric cookin& etoYea and rftDCee, ice book-.r 

eticka, pW.pboard in roUe tor t.be 111111utacture ot vnllbo!ll'd, l.Gcro6ae 

sticks, ice akntus, and pi pe orsana, 
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November 20, 1Q~6 

Ur. Phillips telephoned from the State Department this 
afternoon. He had the Brit1sh AIDbaesador waiting outsid!l. 

Phillips read to me what he was going to say which was 
t o the effect that the Secretary of the Treasury ~ad said 
that t he United States wished to participate in any loan 
made t o China by Great Britain, based on the consortium of 
1920 . I told Phillips he could not do any such thing; ttat 
the consortium had exp~ed in 1920. I went on to tell h1m 
that Leith-Ross had said that any loan Great Britain made 
would be based on the ~ Sterling. I told h1m it was i~ 
possi ble and he said he had not underctood it and he would 
not t ell the British Ambassador. What the British Ambassador 
was trying to do was to get ay position reversed as I told 
it to Bewley. 

I told Phillips that Secret ary Hull had spoken to me 
about it yesterday and had said he would communicate with 
me, but had not done eo and I have been waiting to hear from 
him. 
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TH!. UND!.R S!.CftETARY 01' STAT!. 

WASHINGTON 

JoTeaber 88, 1935 -
Dear Kr. Secretary: 

I eend you ae proaiaed copy of Bewley'• 

report of hie conTereatione with you. I &lao 

attach, aa of possible intereat in thia oon­

neotion, a stateaent wbioh I aada to the presa 

laat Karch. I haTe today orally inforaed the 

British Aabasaador, in reply to hie inquiry 

with regard to your statement referred to in 

Bewley's report at the top of page four of hie 

memorandua, that your remark to the effect that 

•you would haTe no objection to Great Britain 

aot1ng alone etc., etc.• ahould not, of courae, 

be oonatrued aa aballdoDaent by the .t.aerio­

GOTeruaent of its belief in the principle of 

oooperat1TB action. I a4ded that 1t h &aBUilad 

'l'he Honorable 
Henry llorgenth&U, Jr., 

Secretary of the 'l'raaaury. 
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~b.&~ 1n uy plan whereby Br1 Uah Ooneoru­

banke a:.gh~ be oondclerlnc a lou ~o Oh1-, 

due oone1derat1on would be i1Ten ~o the Oh1-

0oneort1ua agreeaent of 1930. 

IJloloeure: 
Bewley's report of 
oonvereat1ons with 
Secretary of the 
Treasury; 
Prsee release. 
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All .... , ., t111e --u ... wt.tll t11e .._~., 

··~· ·"~---

Aetille .... laaU.etlODa, the Pmaelal Abu• 
to the ltPttlah ..... 117 ...... Bora•ttw. - ........... 

aa4 told hlll .-fldatla117 that tile B-a It-a e..-t 

wu llkeq to aba._ aUYN' a .. tbat CbSaa had doDo H, 

~ wve we altN"DatlYoa a" boforo B-a Jt-a, olU... 

to so oa to a - .. od 01U'r011e7 llko Ohlaa, or to • ..,, ,.-___, 

atN'lla&. In olthor ouo larp quatltloa of aU'IN' 

~4 bo rol ... ot fl'Oa the aote ....,.. •• , fl'Oa oo'-el, 

orclorl7 MJ'Iretilll ldcht bo -tull7 ac!Yaatq- _. M 

... S..U.otod to uk mother tho U.ltod sutoo iwN"D• 

-t WOIIld bo 41apoaod to ~ aUYer tr. the abo'fo 

OOIU'OOO qp to U -t 0~ &beNt 1001 000,000 O'llllOOO, 

In bla ropl7 Br, Bora-thaa tlllllobed • tbo 

whole oubjeot of f1Daaolal oooporotloa boLuclll .._, 

Br1Ula aa4 tho 11Dlto4 Statu, • akbUlaatioa, on 

tho world.A& of the oqw.allaatloa f'lllld, aa4 oboorYed 

that tbero had not bo011 ••'17 1111llltl flnuolal -porott. 

............ la Ohlaa. Bo••••r ho ... 81a4 to han .._ approonbe4, 

bw.t w1aho4 firatl to lr::aOw mat tile ....... 7 ot ... It-a 

... 1Uto17 to bo. Be ... told that th1a ... atlll qalM 

'llllool'Lala, 'IMt bo ..,..to4 that ho ~4 nevertholeu 

lUte to lm .. mat otuadord .... It-a ... 1U:017 to ... ,t 

botOI'O !ao repllod to the qllUtllllll. lhla boa b- roporto4 

to Loa4n, aa4 aa - wUl bo -de •• aooa u pooalble. 

Arlalaa Cllllt or the aboYe an ezpresalon of ""• 

... ro .. ho4 fl'Oa LOeLioe and wu roported to Br • ....-~ 
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- lle9 ...... 1"~ ..... t.u..t.aa ·-· 
a. Leltlll-... o left L•1w -. •S.n held wu 

.a.a\ Clbs.a -.J.d .. , .U.tafoa tile dl't'V &'-daN d ..... \ 
a •-.S.•o datl&Uoa .... would han to ol\her .s.n1 .. 
tllo Clht•wo Mllal', er tlo honolt .. \8 •- t-ip 
o\Ddud, &old, a\erlin&, or tho 7•• "-daft toU .UN -'Ill• to doolda 'ldlloh of 11buo wu tho ... t ad't'loalllo, 
.. Clb!a•• pqoholog - 10 ... ill to plq. Leltll ........ 
iaatftoUaa " t t o preaa Obina to adopt 1t01'l1Da1 
'llld lt GbiDa ~ll adopt .. &tOI'liD& ............... ~d 
M ~od to lu1 &llpport, pro•1CS.d \hat tha 1eololaD 
- 6at'laltol7 Cla1aa1 a 1eololaal \hat lt ww!d _, wUh 
-. poaUl, aa1 1t pooa1lllo with tho oaun nppon ., 
\he 0\hol' lblef POWON OODOOI'DodJ aad \hat tho 1..._ 
111 1tee1t e!loul1 llo lluod OD aoom1 folllldet 1oae. 

8hort17 ettler Lolth•KOao sot t o ChUla tho 
Oh1D•• Clo't'-t told hSII \hat \hoJ' wooald aot llo able 
to do't'&lu tho doll or. tlul7 fe't'Oill'ed a a tor liD& lluia, 
llo-• 1\erliD& wu the _, lllpol'\aat OIU'I'ODIIJ' for 
Clb!aoao trade, aad llo .... o LODdOD ettordod &ood fuUUloo 
foP R041M aad tor k0op1Da I'O&OI"t'oo. A detinUe CS.elolaD 
~ .. _, ..,_4 oa tllo pooalll111tT or • 1-. 'fo u.s.a 
Lel\h-aou•o -•• wu that a loan ooul1 not bo &l'J'&DCod ••u au.. ..,w ... w b- fi'Dk1.7 ooaouUed, ad 
\heir _,...uoa or poOU1 aoCIIII'ed. •-'ldUl• ha 
.......... \ha ClbiaMe ......_, YU'U. N-1& 0 na 
...... ,. llulda& .,..-.., ••••• , u.s.a ..... , \he 

d...U• "ff"'T tn.n-W ad U.. vlolo - w 
•,•,-· ~ ••••., au-.... •"-.-.& -. .,,.._ 
...UiaaU. • 1181' - ... _ .. ,, lha Clht=wo .__, 
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IIIII' ...U •••• .. Sa -.sausa••c a\UUl\7 rer a tllb.llo Sa 

tble •• llllt ~ 1a -'"1.-lr a Plak or a '~~reek._ 

'&lll.OII llu' ........ - 'lie ... 1417 ia-e40 'bJ the lell 

or aU••• .. "' a lMD • the wtdeat poodblo bua. !be 

aelo el auwu or -..o la 19 to the 1Ja1t..S Statoa GoYoft• 

-•· A lo• ooa14 probabl:r 'lie -aco4 'b7 the lb'ltlah 

Ooaa .. u• a..a u the antlah GoY-•' •••• ua appNYala 

blat at.r tbo alat1a& •bRae oa feHip loua. approftl 

~• haYe to 'lie -41U.al oe tho adeptloJI or a aterliq 

atn., ... u o\henlao the pro-61 or Ule 1om woa14 'lie 

tvll .. San aou ar SAte :r- aa4 ... ~· to the 

ltei'U .. a.-._o ~4 &lliU, It WW1.4 tu>thor 'lie OOIHOU'J 

tbot nh• llftel'laODta, oapeolall:r the UD1te4 Statu aa4 

, ..... lbft14 &how tbolr aoo41r1u. aad •oavaco tho 

ooopOI'atlaa of their banka, 

Lolth•Roaa hal kept in touoh •• tu u poaalbll 

with tbo llllitod ltatea eel .Tapaaeao Jlobualoa, blat hal 

u ott1olal lmcnrlectaa or the poll olea or Ulelr CJoolll'I*ODta, 

Blo .Japaaooe hno upraaae4 ...,..ple1CIIl that tho 

Ohllleee a'llell"• •t ot aUwor wu ~ SA oOili'Altati• 

wlth Lolth•baa, Ul4 tMJ hawe boeD 41eabue4 or thia, 

AI a -tter ot taet the deelal• •- u a I'IU'prlae 0 &JI4 

... , rlpt aero .. I.alth•Roa•'• 4lanallou whloh aiae4 at 

a ••- or .-plato OU1'1'11lO'J ntoft, hoa the outaot 

tlbe lapaaoao bowe prote .. e4 th-11'111 road7 to ~lder 

~ __ ,1 •*- that I.olth•Roaa .upt pat ap. blat 

elw~ aal4 thet th.,. ,..,.,...... 11141 loaa • a lllatako • 

•• ..... , _,_, ~ ·····- Sa , .... ·- - 'llo 
bortm•ec opleot 0111J • ._. 1M .t.Utorr •- to 'lie 

.......... oq tllat .. - alldec at ,Utb& ClaiM 
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hair aplD&U•• u4 aaU tllat Jw 11Ddu'8too4 tho arlUab 

a"u ... u to a loana ""' Alleri.oaa pu1:1o1paUoa, tlhi.eb 

WOII14 bo dUtbaU 111 _,. .... , ~4 'be &J.oat 'npo .. 11tlo 

u 1u objoo\ na to aot wp a aterllac aua8N ...... or 

Jw aald be woul4 ha .. no o'lljoot1• to ... at BPl\alD aoUnc 

al•o p1'0'116e4 that the aob- wu fair to all, 111olv.dtDI 

Ob'na. 

Bo aald that tbe aboYO wu what aisbt be oallod a 

long tal'll pollq, bat ho na unou a'llout 4aJ to liq 

dot'olo~u. S!lnlt'•' aisbt oollapae at_,. •s t. Bo 

wu o-. tbet bo\h Great BP1ta111 Ul4 tbo 'DD1\e4 Statoa 4aa~ 

that CJhtv oboal4 n.o-4 k -aott111g v.p a ·~ cnarreaq 

• .,.._ 118' bo 11Ddal'atoo4 that tho .Tapanoao thl'oqb tho 

oporati.• of tho uohangoa na t1'71Dg to P"••t tho n.oo ... 

et \he ..... ~ ett.n.. Bo uko4 wtwt.MI' Gnat antua WW14 

tHl 41apoeM w ta'I'OW" OOOJONt1on ben- tho prlllel.-1 

111tenato<J -tn.oo otber \haD .Tapoa to aaTo the a1-.tl.aa. 

Bo na not UapooM a\ , .... , to ahow lUa Whole hM4, 

or to bo apoo1t1o. lt bo beal'4 noth1Dg 1D roplJ' to hla 

~ 1 be wCNld l('llto 11D .... tllllld and DO haft WOilld ha'I'O 

..... ~. ... 1t the lll't.tl.ab ..... =t -· .. ..,u.o, 

bo WOII14 ban •-tblac - .. 6oti.a1to to aq • 

.... ..-•• 18\h, 1111. 
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DEPARTIII!!T OF 8TATI 

FOR T:iE PRESS March 7. 1935 

At the press confefenoe at the State Department today, 

correspondents enquired concerning the recent disouaeion 

of Far Eastern affaire by the British Ambassador with the 

Depart;nent. 

Mr. Phillips was asked whether we had expressed any 

views to tbe British Ambassador. Mr. Phillips answered 

that views had been exchanged. 

Subsequently correspondents requested that they be 

informed the nature of the discussions . Mr. Phillips 

complied and said: 

"I informed the British Ambassador that this 

Government welcomed the initiative of the British 

Government and shared the view that oonsi deration 

mi;ht well be given to thd poosibility that. if 

China needs and desires financial assistance from 

abroad. 'ho Powers interested and concerned should 

canvass sympathetically t he possibility of rendering 

auoh assistance and rendering it by oooperative 

action. 

•I also noted that tor many years past the 

principle et cooperative aetion in such mattera baa 

been in faYOr among t he Powers.• 

••••• 
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Boakt eart.er, of t.lle1ftlloo1 p~ o.er \be fao111\1tl 
ot \he Oolubla Bl alldoee\111& 17•t•,_ l.ut. DiP\ llne4oalt. a 
or1t1o1ea of \be r.Dr&&Dl&at.~oD of ~ Ooalt. ~ lerT1ol " 
a o1v111AD "Pl07 .. of tAl 'l'l'eatiii'J l)epert.aeDt. llDoe 1t. ~ 
velopecl tba\ th11 waa t.lle flrat of a 1U"1e1 of auoh moo.doa1t.1 
1t 11 refenoecl t.o onl,J br1efl1 hera aD4 a OOIIPlet.e report. 11 
1nclu4t4 a\ the ooDolullOD of Mr. Oer\er11 broa4oal\l asa1Dat. 
t he Tra&IIII'J. (lee eDt.rJ under da\1 at Deo .. ber lB.) 
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November 21, 1e~~ 

Ph1111pl came 1n tod&¥ to d1aouaa ~ recent converea~1cn 
with Bewley on a loan to China. HK,Jr. read to Mr. Ph1111pl 
h1B ottice copJ ot the tranacr1pt ot the oonvereat1on ot No­
vember 18. , 

Ph1111pe ie going to een~e A memorandum which he received 
trom Ambaasador Johnaon and ot the reply which the State Depart­
ment 11 sending. Ph1llipl read the draft ot their answer to 
t he Ambassador which HK,Jr. approved. 
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The !ollow1ng is taken !rom notes which I made at the con­
rere.nce which took place at the White Rouse, Saturday, November 16th. 
Gener al Bines and his assistant, Bell and I were with the President. 

500,000 veterans have not borr owed on their cert1ticates. 
They estlaate to pay the bonus would take an appropriation o! two 
billi on dollars. They estimate that the ; reasury would have to 
raise a billion and a halt in cash, 1t t he bonus was pa i d in cash. 
The Pa tman bi.ll will COIIt up on January llth. The Prealdent askecl 
it anybody had given conalderation to the idea that some preference 

be given to those veterans who would use their bonus money to build 
a home. The President suggested a plan whereby a veteran would 

receive 91~ in cash which would be equal to a discount or 1% a year 
t or nine years - but to a veteran who would spend it on a house 
g ive him 10~. (I do not think much or the idea). 

I said, in an swer to a question !rom FDR and General Bines, 
1would the Treasury be willing tp have Congress leave it to us 
to decide bow to raise the money', "I would be entirely willing 
to have it lett t o us" . I added that 1t it were lett to us we 
would raise the money in an orthodox manner . 

FOR suggested the possib1lity ot a 3% nine year bond. 

The President pressed me to inform him what method or p~yment 
I preferred. I told him I little bit preferred to pay t he bonus 
tn all cash rather than having a special bond issue . Bell "'reed 
with me. I said, •I alght want to change later on after I had 
given the matter tu.rther study". 

General Bines estimated that 1t we paid in cash it would take 
a billion dollars and a little later an additional 332 million 
t or interest tha t is due . 

PDR suggested offering all veterans the alternative or cash 
or an attractive bond. Be insisted that the bond must be redeemable 
at par during the entire lite ot the bond. 

FOR wants us to work a new 3~ Baby Bond, starting at par and 
then increasing it in val.ue each year until aaturity. This would 
be different than the pruent Bab/ Bood, which 1a a dhcount bond. 

On the afternoon ot November 20th Ball and I were worlting 
with the President. The President told me that Barry Hopkins said 
that he would be out ot •oney by AprU lst and that there was · 
300 or 400 million dollars unallottecl t~at be, Hopkins, would like 
to have. The President wanted to mow lllhe.te 1;he money was 
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and Bell said he did not know. I then said to the President, ••bY do.n 't you wait untll alter Deceaber lOth. There is no hurry 
about this matter and we will know auch better where we are atn . 
Be said , "all right" . A little later on he said "Rex Tugwell 
wanted an additional allotment of 67 aillion doiiars and 1 aade 
the same suggestion, naaely, that it be put off until attar 
December lOth and he said, "O.K. on that" . Bell then pointed 
out to him that when he had cut out tbe 107 million dollars 
out of agriculture, which was supposed to come from Customs, 

that in this figure was a figure of seven and a half million dollars 
.ticb they really were entitled to. Bell had talked to me about 
this before and said that he was afraid to 'brill& it up for fea.r 

that the President would give agriculture back tbe entire 107 ailli on 
dollars . As quick as a flash, with a smile, the President sai d, 
•all right, we will give thea back the 1even and a hall' a1111on 

dollars and tbis wil l strengthen B.K.Jr 1 s hand on saving tbe CUstoms• 
.oney". Be then looked at ae, with a twinkle in his eye, and said, 
I think I see your fine Italian hand in this" and I sa id, "no 
Mr . President, I am innocent". Itw was most encouraging t o have the 
President cc:a'lt inue to stick by his original decision, namely, that 
be was going to t ry and keep part of Customs' receipts from being 
allocated to agriculture . 

FDR asked me to stay attar Bell left . He sai~ he bad a new 
idea . He said he asked Hopkins, who bad lunch with him, how many 
unemployed people he would have next spring and Hopkins could not 
give him a very good estimate. That gave hia tbe i dea why not leave 
out of hi~ budget estimate the figure f or relief and that this would 
show a budget with three or four hundred 11Ul1on dollars to the good . 
That be would tell Congress tbat it was too early to tell how much 
money he needed f or relief but tbat be could promise them that be 
would a sk f or not more than ball' a1 much a s he got this year. I 
told him I thought be had a very interesting idea , namely, tha t be 

wants to illlpress oo the country the fact that the budget 1s balanced 
except tor rel ief. I said I thought it was fine but might not Con­
gress try to bold hia up tor relief aoney untU they gave hia t he 
bonus? Re said that that had not occurred to hia. (I a. not s o sure 
it bad not) . 

While he was talking to ae he was interrupted, first by 
llclntyre and then by Early and it was one ot his rare tilDes that 
he scolded both of thea very crossly and said, "how can I discuss 
an important idea if I am always being interrupted?" 
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B.II.Jr. received the tollo•iD& tele&ru trca the Prea14enta 

PLEAS! 1'ALI: WIXB LdDIS ABOUT IUVIIG BOB JACUOJI HBLP II XIII 
S~Il'Y tJTILil'Y PROCDDDIG. IS 'RRI DPORfdT STOP I . 
O'IIDBRST.dD IT CAB BB DOD o• P.&M' TID 

B.II.Jr. then called up llr. JacltiCJD an4 read the tele&r .. 
to hill aDCl tol4 hill to • ealt to L&Dilia and t1Dd out just wbat 
was ~pected or bia &Dc1 then 4~scuss lt wltb Oliphant aod Belverln&. 
Then, atter be ba• !lade up bls II1D4 'Cat be wants to do, 111'. •or­
genthau asked JacksClD to talk to bia qalD bet ore c~ttiD& hlaselt. 
Be said, "atter all the request caM trca the Preddent aod •• are 

all work1.ng tor hill. • 
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The Inte1~epartaental Loan Committee met in the office or 

the Under Secretary or the Treasury at 11 A~. Those present 

•ere: 

• 

T.J. Coolidge , Under Secretary or the Treasury, 

Charles ~est, Under Secreta ry of the Interior, 

Lawrance Clayton , ~sistant to Governor, rederal Reserve ~oard, 

Steward McDonald, 7ederal Housing Administrator , 

rloyd Augustine, ROLC, Financial Adviser, 

T.O. Webb, Vice Chairman , Federal Rome Loan Bank Soard, 

wayne c. Taylor, Export-Import Bank, 

James B. Alley , Ceneral Counsel , RFC , 

~ . I . Uyers , Governor , ~arm Credit AdDinistr otion , 

Leo T. Cr?wley, Chairman, FDIC, 

A. R.Clas , Director,Emareency Public 7orks Housine Corporation, 

OOl.H.B. Hackett, Deputy rtdministrator, Publ ic ~orks, 

Chester C. Davis, AAA. 
C. B. uph~. 
Mr. Coolid~e expla ined t bct Secretary Uor genthau was unable . . 

to be present and that be bad c~led the meeting so that the varioue 

age oiee might outline their legislative needs for the oomin~ eeeeion . 

Wr. Clayton , report inr tor the Federal Reserve Eoard, said 

that they were not seeking legislation. He thour ht there m1Fht be 

eo~ refinements or the law but be was or the opinion that the Board 

thinks they should be sponsored by members of the Congress. 

Mr. UoDonald, reportin~ tor the Federal Housing hdministr~ tton, 

s~td that.., legislation proposed by that agenoy would be for \be 

o1aritlcation or minor details. Be sugcested as one possible major 

ohacse that the prea1ua rate on insured mortgages might be made to 
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apply to the d1minisb\n t balance r &ther than the original pr1nc1pal. 

lie said there 1188 some reeling that 1t might be well to cbanee 

the law to permit insurance or Q~ or a loan on new construction 

or houses costing leas than $5 , 000 . He poin ad out that Title I 

expires April let and there is some discussion or extend1nC it . 

w.r. Webb , reportill8 tor the Federal Home LOan Bank Board , 

said that there was no legislat ion 1n contemplation at the 

present time . 

Mr. Taylor, reporting fo r the Export-Import Bank , said 

tbst they wo~d need some legislation but that he would pref er to 

prepare a report and submit it later. 

w.r. Alley, reporting tor the Reoonetruct ion ~inanoe Corpora­

tion , said that that agency would need no lec islation. 

Mr . Myers , reporting tor t he ?arm Credit ;.dministration , 

said that his agency would need no legislation. He added t hat 

there was some possibility ot: su~gesting a small ar.argax;y crop loan 

program in order to forestall a larger program sponsored by 

Coogress . He also referred to a rorest credi t proposal which 

is not being sponsored by the PeA either. 

Mr . Crowley, reporting tor the 1edercl Depos it Insurance 

Corporat ion, said that they were proposing no legislation . 

Col . Hackett, report ing tor the Public Wor ks !dministration, 

said that they wo\l~d need some legislation to clear up procedure 

e.nd that be would send in a report toaorrow. w.r. Clas said that 

they sbo.Jld have s~ PW.l housing legialatlon and that be 1a 

working on it. It will include both clarirtoation or the law and 

some more aoney. 
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Yr. JaY1a, reporting tor the ~1oultural AdJuat.ent 

~~1n1strat1on, said that they c~'t forecast their le~ alatiYe 

needs until. the SupreJH Court bas ruled on the proceasins tax. 

He said there may be one small cbange in the sugar law which 

would call tor ~ increace in the domevtic production or sugar 

nthout any interrerenoe or the foreign quotas . Mr. Davia added 

tbs t they will soon be talkinr to the RFC about liquideting 

some cotton and mBkinF it ava ilable to the trade. He thinks the 

pool holdings or 600,000 bales spot and one and a halt million 

bale& futures may be liqu idated. 

Yr . Wyers said that they mt ~ht have a rew pennies to 

<"ive back out or the Jural .• n-icultural Credit Corporations and 

tha t they have about tour and a belt million to give hack to 

the !lFC as soon as they can find a way to do it . He added that 

the re will not be much i ncr ease in the c uoranteed bonds or 

Flrm Credit ~that the lend b nks will soon go on the bond 

market on their 0 1111. 

Wr. West said he knew or no lec islat1on other than the\ 

mentioned by Col. Hockett and Mr. Clae. 

~ .. 

• 

I 
~ 
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DAn lw"'e a, t•N. 

-...,., I" " CUI 7"111 11J'P 

Ill'. Car'411el ..Ued abo~ anv .._ u4 eb1M4 U..\ \ho 

total \llra .. or Ia 4ollue \o4a7 • tu w r•obed tll,ooo,•. Bo 

aakod 11hoU.v eu oi"Clor of lan ailb\ •• fer a Wel ot ••.mq.w 

1ood. ,. aa4 laolll41nl IOTIMOI' Ia 01' tor .,0001 000 I 1p tor \bo 

un \bNO 411Jio 1 I'OJUo4 \he\ \bo to•v la\...,l'ft&\1• aa ... 

corron oao. ao lboalb\ \ba' u4or Uao o1r_.•••• bo ual4 ln 
tho o-erelelllukl 10 oa 11 1-. u \hilT oa.l4 u4 auld opU'I\o 

11a1Dn ~ oaer oalJ after \hilT W ,,.,,_.od \boll' tad.Uu ... 

I aued Cu&l1ael \bo r••• tor \bo ..... •·lmoaa of all pl4 nr­

reoc1oe (uoop\ \be llolla lldob. o.a\1Auo1 • llo Ill 4-4) IID4 

Canpel'• ghuU• wu \be aOI'YWno•• ot \be aarkn •• w \bo 

,.uuul oll•atiM Ia heaoo. !be na-o1a1 c '"• ot \be.,_. .. 
wbS.ah 'AI •ell I *'- aftonooa 1111D, hal DO\ 11 Tft lftlft4 a\ _, 

4oo111oa IID4 \be hl1 m. 
7 or 11 loial \o .. .- • Ded he..., • 

Oal'1pa1 \b..,b, \be\ \bo C '"" aaau o1'41Dar117 ..... \o .. , .... 

t bo O..U...\ _. .. ba \b&\ \be ...... , ob., ll"'u• uae au 1 
• 

loft panloa _. \be crosa 4o f• ... • •• ......... , Ula\ ln•tt 

111 ,h. b..... •. 
1 t.atulro4 lll\b nt-M w \be opon"oa• of \be BaN 

''"Ill• Ia \be Jana ·····-· ... late-- .... \bo .... ot rr •• 
7 

coa,IDu& w r•e&we a ·•·n,. •••r t'l'ta ._. t.. \be...,.,, et tile 

Ura •• Ulat ,..n1..U,. • '"'•b••• .. po•~• ltiJlUM .._. "" 

DO Hll. .. ID .... ...... , ... ....,. u w Mia -"• ..... 7 

.... 

V..1nt 1Ift e.IF• ledpl& 8 FilM ... ,. 111• ... Aaua .. 
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DATE 'e=t• •. 1"1• 

........,., m •• q t••mw 1111 

ltll 01 DMD. 

-I-

naliaal adlllnblT b ...... all \btr "" s.a ....... 1a ..... baY• .... 

u ra aohallT .-ne4 1D fut1. lba Buu t'IW1•'• pre .. , apuaU.a 

••• •o be •t• Ala ot hua•la tba •• tan Ul'll .. • \be ...... "" 

t ranu ua a..UHCI .S.a IWUMI'laD4 bf aeu1 ot lr&Dob Gcwa,...., .... 

cur1UOI prm•alr l ... a .. ere4 tl'oa lhlliD laU•ala u4 aw lht.ppM 

\o 8W1,MI'ba4 'd\b Sa .. ruoU•• ~·• thtr be Mlt oa •t• fut.a •~••· 

Caripel th'ftlbS \baS b ...... 100,000,000 ut 40010001000 tnaea .,.. 

tbUI a'Yallallle .. \bl l'alliD aSboi"UlN • 

I lature4 11bltbll" •to Baall tor ID\emaUoul ... U•••• 
••"1oa ... bela~ uet bf \ba Bun t'Ihlla ter 1\1 aperaU-. Sa 

aupport ot She lln •• O&ripel 'Null'' ttoH •• ao .nt .. a et D 

exoep\ Stat a taw 4qa 11• \be Bu .. t•l..Ua ta4 Sa .. ru••• She Ball 

ot Yraaoa .. buatar St. =aU balMM ot p14 left Sa fuil .. Sbe 

n .. , ot •u B.U tor la•anaat1Mal la"l-••· 
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DA,.. l=eber a, l''le 

._,KCT• ,..,., met ••m• WID 

'*''or I "· 

Ill'. Ca.ripel ..Ue4 at uau •· •· ~ 'o 1q aut._ 
b.acl aaaia W a beaYJ' clQ 111 'h a toMl WmOYOJ' 1A clol l ar1 of abellt 

tl7 ,100,000. .. .. of U ... ciao ~~ •l'llial, \ho anom .. belal 
qatnor. Bo aMe4 aut abo BnUib ~tuU•U• hlld w ...,.b, ..­
nr41 or eo,ooo,ooo ti'UOI, abo .... , .. al tor tho.., .... boiq 

lmoWD to hla Jot, (I baYO woo lHI'Ilocl 1A \ho nano' horo \ha\ \ho 
Brtthh ,...,. paroba1oa tnale4 l7e,ooo,ooo 'FI'Oiloh fr• ... ) CU1pol 

b.aa &a ala .n OJOI'&'e4 tor OU' aoOOUD', -oroial ballkl batDI boa 

Yel')' r..q to - fi'&DOI. 

I auocl hla 11hnhor ID1 lol4 wa1 1o1AI rro. Pana to L••• 
but ha aanore4 1a \ha DllaUn, •t~a Br1Uih aaati•'•l to ...n 1a 

Paria all \ho lol4 tll4ir "" obt•'•hl fro. \hoir rraao ,.......oa. 

I J01Ate4 aat to Oar1pel for roplui\7' 1 aua that Sa 

caaa ha opara'e4 un4or wr orclor ho 'I'CIIIlld of oOilraa ba'I'O to li'l'o •• 

IOlcl barl aa4 not UD1te4 hataa 10ld oo1A. Cuipel repUod \he' tbR 
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lonablr 22d 

Oliphant says it looks as though, from the information 
that we have, we ought to stop all exports fro• Gerun7 into the 
United St a tes. 

He asked me what he should do about it. I said it is 
very embarrassing tor me so I arranged that he should have a halt 
hour with Secretary Hull Monday afternoon and I asked ~liphant to 
see whether he could not get the State Department to take the 
leadership in this matter, once we have supplied them with the 
informat~on so it would not look as though this was something 
that I was trying to do. 

Oliphant said in regard to the whole German matter that 
I have been perfectly wonderful and that I had always leaned over 
backwards. After all I was Secretary of the Treasury and had to 
do my duty. I agreed with him and saw no reason why we could 
not present the facts to the State Department and let them take 
the leadership. 

Bere is something surpris ing that Oliphant saJ.d. It 

Robert Jackson is going to try the Electric Bond and Share Company 
f or Commissioner Landis he will be out of the picture tor three 
months and he has to put someone else in to do the administrative 
work. He said that there was a lot of cleaning up to do in Jack­
son's office and that J ackson had been holding back because he 
evidently does not want to fire some people on account of the 
proximity of the campaign and Oliphant wants the office reorganized 
and cleaned up. He said, if Jackson wins this case he will 
succeed Cummings if there is any change. I said, WHo, I should 
think it would be Stanley Reed•. Maybe I was dumb and should have 
sai d , "well Berman if there is a vacancy over there I will see 
that you get it•. 

After Oliphant left I thought it over and called him 
back and told him that if there was any change in the position 
of Attornoy General I would certaJ.nly back him. He was quite 
touched and said he would rather work tor me than beco.e Attorney 
General. 

' 
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November 22, 19~5 

U1aa Roche, or. Cummins and ur. Ansl1nger came 1n 
to see t he Secretary 1n regard to the attached memorandt~ 
on narcotics. Anslinger reported that we had a supply 
that w111 last up to January, ~~37, and all or the supply 
is tn the hands or retailers. We have no supplY on hand. 
In case ot war, there isoanger or a shortage or narcotics 
in this country. 
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Ur. Anslinger recommended tha~ we order 169 , 000 pounds 
tor next year and hold out about 30,000 pounds as an excess 
reserve and keep these narcotics in LOndon or Amsterdam. 
cr. Uorgenthau inquired as to the reason tor keeping the 
narcotics abroad and llr. Ansl1nger reolied that he was 
atra1d ot theft. Ur. Uargenthau considered this perfectly 
ridiculous and suggested that we bring the narcotics to 
this country and keep it in the vaults here 1n the Treasury. 

Ur. Uorgenthau approved an order for 130,000 pounds 
to be distributed &DOllS retailers tor next year and an ad­
ditional 50, 000 pounds to be kept here in the Treasury's 
vaults in Washington. 
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(COPY) 

TREASURY DEPART:.:Ei;T 
PUBLIC HSALTH SERVICE 
V7ASHDlGTOU 

The Secretary ot the Treasury 

Sir: 
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November 16, 1g35 

I have the honor to invite your attention to a possible 
menace to the normal and emergency supply ot narcotic drugs 
tor medicinal and soientitic purposes ot the United States 
occasioned by the disturbed political situation in Europe and 
the !!ear East. 

This ottloe is directed, 1n accordance with law (U.S.C. 
title 21, sec. 196) to make such studies and investigations 
aD may be necessary •••• ot the qUL~tities ot crude opium, 
coca leaves, and their salts , derivatives, and preparations, 
together with such reserves thereof as are necessary to supply 
the normal and emergency medicinal and scientific requirements 
ot the United States. Curz•ent studies ot this nature have 
been in progress sines the passage of the act in 1g30 and the 
results , in accordance with law, have been made available 
annually to the Commissioner ot liarootlcs to be used at hie 
discretion 1n determining the amounts or crude opium and coca 
leaves to be ll:lported under the lfarcotios Drugs Import and 
EXJ)Ort Act ~a acended. 

It is believed that the unsettled political situation 1n 
Europe and the !lear East may be considered as a potential 
menace to the normal and emergency reserve supply of t hese 
drugs tor medical and scientific purposes in this country and 
1t is recommended that some measures should be adopted to in­
sure a sufficient reserve to meet any emergency that might 
arise . 

Under ordinary conditione, the annual requirements tor 
t he Country are estimated to be between 100,000 and 130,000 
pounds of crude opium tor normal and emergency medical and 
scientific purposes, baaed upon a Clorph1ne content of l2. ~· 

Respectfully, 

(Sgd) H. S. Cumntng, 
Surgeon General 
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llov8lllber 22, 1935 

Coolidge has been giving eoce thought to legislation 
tor extending. the stabilization Fund and for the power to 
reduce further t he gold content of the dollar. I think 
hill comcente are interesting. I quote from his da1l,y 
report to me, ot today, 1n which the following paragraph 
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was sandwiched 1n with others on many and divergent subJects : 

1 I don 1 t know what plans you may have 
under oonaideration tor extending the powers 
ot the Stabilization Fund and the power to 
reduce further the gold content of the dol­
lar. ijy own feeling ia that it would be a 
good thing economically to extend the Stabili­
zation fund authority but to let tbe power to 
turther devalue the do1lftT 1ftpae. 1 
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~ ~Jit5 \ k k 1.--
To 'fbe S.crei&JT ~ ~ r-{ 
~ llr. Coolld&O ~ ~ 

...... :ro ..... 'ber 2:\l , 1935 • 

... 

<'~ . ~ 
(lleaoru~ of act1YH1 .. tor tU 4q) 

l waa intereated to hear llr. Baruch 1n regard to the iax oa protite . I 

beve alwqa felt that ~eae were tued at unecooomlo ratea &D4 a ch&Dt;e wae 

one ot the main euggeat1oae I lll&de to l!aaa' eo~:~~~Utee U.at 7&ar. OD tU 

other haD4 , I do DOt a&'!'&& w1 th llr, Baruch that the7 ahauld nat be tued, ae 

I lalow of ao ti:le wbeD it h euler for a 118:!) t o pq tlum when be h ~ 

protih. 'fbe pobt, I feel, h tlat the rate of taxatioa ahauld be euoh tllat 

be wou.l4 DOt be preveated from eelliag aeeuritiee oa aceouat of the tax. 

Under the prueat law I belleYe thia is the eaae 1110re f requeat}T thall 1t 

ahou.ld be. rue reaaoni ng lead a t o a flat tax oa the prot it Dot craduo&ted 

oa the alae of a - · • iDcOJa&, al~ there ~t be ex~UOD alld ra­

ctactl oa tor the .-11 fallow. I u eortaiD thAt 1t the proper rata were 

choae the 'l'reasur;r would rooeiYe 1110ro IIIOD&7 ODd there wou.ld be a t&D4&JICI' 

to pr eYant etocka fro~ golag to exoeea1Ye Yaluaa. I am DOt eo oertaia, 

hoenor , that the Seeuri tie a alld lxohazlp COI:IIliuloa h part1ou.larl7 qua11t1o4 

to daal with thie rather broad tlaOrT ot \Uaiioll. . :b\nordbar117 bJcb 

lnco• tuee OD the ftrT rich datoat Uloir OWD pcrpoHe, I bell&ft , u to tlle 
colloot1011 ot 

/ the axt.a -t ot 1110D&7, alld, to lOIII& oxt&Dt, drift iDftet.aDte into 

uneco!IOaic chaDDele. I 4o ut th1.Dk: tllat tbo &IIDWlt of IIIOD&7 tllu lltteoted, 

l:ow.,.r , h creat &DOQCh to be of D1ch COIIHq\WDOa ae uaro are fa• wit.!! 
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n q lvc- acomee, wbeHN then ve compvaUnlT -...r no Jd&)lt han a 

n q lvc- 1A- ou TtV 11 Cllpi kl cab• were COWlW4 u 41reot izlll-, 

and ill the flret out ~~~ han to iJlftU t!Mlr 111011.., 1A eo,..thl.ll& w eana 

M 1Aco•. c d 1n tbe ••oond O.H thq oc aw14 the M% merel'T 'IV 110t Hllizle. 

!here h 110 parUcular 11en b reprd to J'reDOh triiACe. Gold h dill 

IIOTiiiC thil wq aDd to Londoll, 'but DOt 111 qu.u\iu .. wb.iob camaot be baD4le4. 

!be poll ttcal d '-iion 11111 i be tenee there. 

I am pl8DD1!'1(\ to •end out a letter which hae been approftd 'IV the 

Oonr11ore on the Open Marlett Cot:mi \tee, raque•UO« the J'adtral Beeern Jalll:e to 

order the naw ltinda of .Reaern !Tot .. for b1n111 !rora DOW on, !aelizle \hat 

thie will ·~• our baD4 111 obiailliO« lechlaU on !roa eoncre .. to 

repq ibtra !or the old nowe. It COJIC%' .. 1 !aUt to Chi U1 permiuioll W 

will han to do our beet to cet the banka to pq tor U, aDd I th1nlt 11101\ 

of thera will . Some of thea han alre~ etoppe4 uai114 the old ! ona. 

I don 1 t mow what plMe TOU raq han lllldlr oonetderaUoll tor axitii4111C 

the powere of the StabUisaUoo J'Dod 8lld tbe ponr to ncluce further tbe pl4 

co11tct of the dollar. l(J on fetlillc 11 tbet 1t would be a good UWac 

econo•ioall'T to exwn4 the Stabilisauoo J'Dod mt.Aort t., 'but to let tbe power 

to further dt'l'alue the dl)llv lapH. 

I o!Uoll reget thet our contaoh oo !ioallotnc are eo creatl'T wi~ tAGH 

rapriiiiAiiziC tbe re~h ot ~e 'bllllka -.! ihai U h 10 d11!1CNU to 

p t illto~Uoa troaa tbe cnat Mae ot ov holden. !bert 11 toc!q, ot 

cour11, a epl1D414 lloo4 .net. Corporaw lloo4e COIIIPI'ilizle our beet -­

callable lh' an no poillil hlpr \!Ia 1A .April, wbtnu our 2-7/8• 

'l'reaau.71 an a po1At below tbe p:rtoe at iha' u... I OIIIIDOt help 'bv.t feel 
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til&t there b a 11pleDdid iJiftacment ~aand for l=c Oon,._11,a a\ pl'e_, 

l n ell , 'but there 1a 110 WT of !1114111« thia ov.t 'betorehall4 aa \here 1a 1A 

t be ca .. of the balta. !'M 2-3(4 'boll4 ~~ co 'better \ha U, of the 

otterlllc , 'but I daabt 1t U ~4 'be aa well 1Anete4 u 1A the _ ... , 

lo~r 2-?/Se . I e6.Dllot, of eov.raa, f"l that the olloica 1a of azq -,jor 

aomrnt and conditione a weak from now miCht ~UCC~It a ..riatlon. 

lith Kr. llamiQ& I went into the queetioo of ezpenaea of tba BaeorTI 

14l 

S7at em i n recar4 to !reaWUJ7 oparatiooa. In the old dqa thh waa of little 

illlportaoce aa the B81eno Banke were malcint; mon•y and the uceaa went to the 

Oonn~U~~t. ~dq it 11 of illlportance to thai. Onder the law \hay be" 

to 'bear a cood portioD of expene .. which could concaiTablT 'be charged to the 

treuury, 'but the expaoaea of ov.r refundl.ng opera tiona aod eeeuri ty iaeu .. 

are iD \heoey 'borne b7 tba !l'reaeuey. They han been charginc againat ua 

~1117 the actual ov.t of pocket expeneea . I .,. 1ncl1ued to l et them add to 

thie certaiA general expene .. , I IICb u rent f or ~~pace, heat! DC and l~t1A& 

'bilh, etc . Bell and Broucbtoo are IMkiDt; a atud)r of the eu'bJaet. 

Bad a conference with the Poet Office of!iciala in recar4 to SaTiJI&a 

l!ooda. I am aat1atied we ban cleared up the maJor difficulty of delqa 

on mail ordere. It waa a 'bad 11tuat1on with the ordera cOIIIing to the 

! reaWUJ7 all4 being forwai'Ud ool.T etter chaeka bad 'bean oaahe4 to the Poat 

Ot!ice oepar-...t u4 tho forwarde4 to the city Poet ottloa. Io the 

future, the or«are will be -t diraetlT to the Pol\ Office liT the !rea11u7 

prertoua to the oap1Dg of oheoll:a; the Poet Offloa will prepare the 'boll4a 

a.od mail Ulea tmAer iAeUW!Uooa frOID the !NaWUJ7 oo recelp' ot oo'1t1oa­

tioo Of olleok M '· !bia ahDal4 ~the l ... t po .. lbla ulq, UloaP 

there r11q 'be -1-.1 oo-plaiata 1IMre the ~dar baa DOt tollowecl 
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in~trucUona u4 wUh wba. Ulel'a wov.lcl haw to 'be oornepolld.-e. 

tM J'oet ot!ice h Ullwillhlc to ha'l'a the poa--.wra contact the 

'oanb ~Del wa .. wd \hat 1t .. uae 'bun .. uae thea Ulrouch the Be•­
S;rattll. !M;r WN ftJT Dice ellcnlt U l!Qt U WU a'f14at thet tbe7 clid DOt 

n nt the bub to Mll. I Mlcl I wu DOt u ,., rea4F to atut the Mle 

o! thua Sa'l'iJica :Bolide thl'oacb the BeaU"'''I Spteta, eo 1 haft dropped U 

!or the IDO•nt. I 'oelien the Poat Offl h 'I'll';( prwA o! aa111JIC theM 

'oonda. »enrtbelen, 1 !lnd them rather ponderoue to IDO'I't and not in-

clillad to break thelr old ouatollll'. 

Sav~• :Bolide (m.iled to ~re•W1'7l· ... . $ 78,6156.215 .... total •... $ •,183,07'7.00 
Sa•~• :Bonde (all aalaa) ..•..•...•.••• 686.690-Zl····!otal • ••• 168 ,~,553.18 

•~.U6.i6 
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Nov«aber 22. 1935. 

The Executive ~ommittee or the Open ~arket Co~ttee met in 

the offiCe of the Secretary or the Treasury at 10 ., .),! . Those 

present wero: 

Henry Morgenthau, Jr . Secretary or the Tre93ury, 

T.J. Coolidge , Under secreta ry or the Treasury, 

Ua~rinar s . 3ocles , Covernor, ~ederal Reserve Board, 

R. u . Young , Covernor , l'ederal :leserve '3ank or Boston, 
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i . R. i3urgess, Deputy Covernor , Federal ileserve Bank of Ne w "'ork , 

G. J . Seay , Governor, ~ederal Reserve Bank or Richmond, 

W. J . ?leminp , ~~vernor, Federa l Reserve Bank of Cleveland, 

G.J . Scheller, "overnor, :>ederal ile serve Bank o t CbtO'lf'O , 

D. Bell, Acting Director, Bureau or the Bud&et , 

Ceo. ~ . Haas, Bureau o r Research and St a tistics. 

C . B. Uph8111. 

Mr . Bell present ed the estimate of Treasury cash position 

(a t t ached) sbowiLJ thPt the caah ba~ance poing into Deoeober is about 

)690 ,000 , 000 and thPt the December to March need3 ~ill be about 750 

million to 850 million . T~is will take us into Karch with a balance 

or abou t 700 million. He explained tha t these computa tions arft on 

the baste or the impoundine or AA4 processing taxes remaininp in statu 

Quo . He explained further th~t t~ese ficures are on the basis or 100 

mill ion bill issues in each or the first two weeks or December. 

t!r . : oolidre sa id tha t it mi~ht be unnecessary to raise 

additional bill •oney after the financing. He thought it unnecessary 

to pile up March 15th mnturitie~ beyond 500 million. He thou~ht the 

December 4 bill orreri~· would have to be carried throu r-h becauGe i t 

would be announced prior to t~e announcement or the December 15th 
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r1n•.ncing . 

~. Coolidge said he would like to ask 4~0 million e~eh on a 

bill ~nd a note r nther than ~00 million. 

Mr. Burgess a<>reed with ·thts and s~1.~ that it made a dit't'<orence 

to tho ~rket ss between 900 million and 1 billion . He added t~at 

if runds fell short bill is.ues durin~ the ~u~rter could bo increased. 

' r. :.'orgenthau Slid th'lt he w.nld liko to r-et back to quarterly 

rtnancing . 

Mr. Coolid' e said that he would be i nclined to urr e the conversion 

or notes prior to muturity it' there was c rood market. 

wr. Burgess thoteht that was a good idea and was inclined 

to the belief tha t the ~arket conditions are more important than 

fixed ~u3rterly dates ro r financing . 

~:r . Cool idee r"viewed the situat ion over the last year. He 

recalled that a year nco June we of fered 3~ bonds or 1946-48 and that 

a severe breakdown in the market came in ~eptemb~r and we had trouble 

wi th r Afinancing the called Fourths. Then the market brour ht the 3'a 

book t o par. Simultaneously corporate bonds ware advancing faster 

t~n Government bonds. This Spring we bad a large issue of 2-7/Stha. 

There was a break in September lees severe than a year ago but followed 

by trouble in refundi ot . Then the 2-7/Sths advanced to par. Again 

the corpora te market came up faster than the r~ver~ent market. He 

saw a curious resemblanow between the ex;eriences of the two year6 . 

Last year in September we asked for no new money and in December 

tor 900 million. He s~~sests the same thin~ this year . Laat year 

there was a three way offer ing, a l-l/2 year note , a 4 year note and 

an 18 year ~ond. This year he has ereat cont16ence in the note mar­

ket. He round no real obJection 1n New Tork to a 5 year, 1·1/2 nota . 
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It wtll sell at about par r. nd a halt which 1s the usual pr-iua on 

a note. He suggested tha t holders of metur1n~ notes be g iven their 

choice or a note or a bond nnd that new ~oney be raised on both sa 

well . Rew vork, for the mo st part, favors reopenin" the 2· 3/4 ot 

194~-47 which are sellinr Jus t belo' 101 and offering half of the 

~mount in that issue . 

l!r. C::.olidge a nd llr . Burgess think it safe to ni ve option on 

either the note or the bond . 

Mr. Coolid£e would like to lengthen maturities and for that 

reason woul.d like a new 15-18 year 2-7/8 bond which he believes wo·ud 

sell a bout the same as the J -3/4. Some reel that this wm1ld be for­

c inr the long-term msrket but with the background of corpor~te bond 

prices and all other elements in the picture he has no fear. He 

thou£ht it unwise t o make up our minds on t he b?nds today but thinks 

tha t eh?uld be lert until Wednesday. 

Mr . Schaller asked if there haG been any c?nsiderat ton f i van 

to a 40 year 3~ bond and said that there had been some inquiries 

in hie district for such an issue. 

Mr. Coolids e s aid he thought that with 2- 7/8 selline at par that 

3~ was too high to pay fo r nny bond a.nd that he was afraid euoh a bond 

would forc e the long-term market do.n. If it didn't it would sell at 

lOlt and so we would be r ivine somethinr away. 

Wr. Seay inquired about the saVings bond sales and was tol1 

tha t they are going at the rate or about l million a day and total 

cash receipts to da te are running ~round 170 million. 

Mr . Morgenthau as~ed Mr . Burgess ir he had cleaned up hts "swaps~ 

and Yr. Burgess replied that they bad about 5 million yet to po bUt 
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t h·• t they wouB not be 11, •he market in the immediate future unless 

t he marke t was very strone. 

Mr. Morgentbau ns~ed that they keep in mind the Treasury finan­

c i ng tn oompleti n P their pro··ram. He referred apparently to the 

current conversion Qf some 23 million or bonds held by the ~ederal 

Reserve Bank of New York into bills . 

~r . ~orgenthau asked it th~ra was much di terence between a 

1~-18 year bond and a 1~-20 year bond. 

Mr. Burgess said that a 15-20 would overlap other issues. 

~~. Burgess said that he wea sure or the 10-12 year 2- 3/4 and 

thl t he £Ot very little encour agement in New York tor anything l onger 

than t hat . Insurance com;.anies mi~bt buy but savings banke probably 

would not and other oanks alm~st certainly would not. Deal ers , be 

said , are scared to death or the bonus , o r the budget and or Conrress. 

The ir portfolios are low. The reeling about the Treasury ie not so 

bed . 71th the market quiet they are not earning their overhead . 

Vr. Morgenthau said he very def i nitely wants a 5 year note and 

be want s holder s or moturinP notes to have theirmoice or a note or 

a bond . 

Mr. Burgess eaid tha t he approved that a nd it woul d mea.n that 

some bonds wou~d be sold that way. In reply to inquiry by Mr. 

~oreenthau , be aai~ tha t the market has discounted t he bonus to aome 

extent in advance. The price or the 2-7/Sths reveals thta -- but it 

has not b~en wholly discounted. 

Kr. Morgenthau said if we went to a 15-18 year bond be was 

egree•ole to asking only 400 million eaob . 

Mr. Morsea&hau sa14 that tr we deo1de on the 10-12 year bond 

Regraded Unclassified 



- 5-

tha t he was inclined t o prefer asking tor 500 million of each. 

Kr . Burgess said that could be done ond ur. Coolid~e said 

he was not worried by that . 

148 

Mr. Burgess said that the wa r in Europe is not really a factor 

in the market but in the last 6 months people have become convinced 

that prosperity is returnin~ end that os a r esult high-grade bonds 

are at their top price. 

Mr . Eccles commented that t he volume or money for inveatment 

is so great that the stock market can be snd is being supported 

witbout borrowing f r om banks . ~his is true also, he said , or the 

lonr-term market. Bonds cm1not be expected to go up. 

On a round robin preference tor the ~-3/4's was expr essed 

Flemin17, ldr . Seay, Mr. Schaller, Mr. \'oung , Mr . Eccles (trho 

that be suspects he was for them tor a different reason 

than the others )and Mr . Bell . Mr. Hsos said t hat he favored a 

19-18 year bond at 2-7/8ths . 

Mr . Burgess said that this would violet~ t r aditions and that 

the long spread was not liked by the banks . 

Ur. Coolidfe opposed the long s pread also . He sai d that the 

didn 't have enough long bonds and t h.t he wouH like to have 

issue which is attractive to the real investors . His preference 

tor a 15-18 year maturity. 

Mr . Burgess said that he was generally speaking in favor or the 

but he thinks we can possibly do a 15-18 i f there is a rood 

next week. It is largely a psycholoFical matter and if this 

issue soes sour the whole market will be orr. 
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kr . Worgenthau said we can•t oYerlook the fact that as a 

Presidential campaign comes nearer we must be more and more oare­

rul or our f inancing. 

Mr . coolidFe said that Governor Harrtsoa said tbst he would 

vote today ror the 2-3/4's but that he wo~ rather have the 2-7/Btha 

and ror that reason would prefer to watt a we~k and see tr we 

couldn't risk them. 

~r . s eay was inclined to be particularly positive that we 

should not go beyond the 10-12 year bond . 

Mr. Eccles referred to the ract that the guaranteed bonds ore 

runnine orr -- that HOLC isauea are ~t a minimum -- that FF\~ 

orrertn·s will not be heavy and that the RFC act1v1t1A~ are declining 

end ou £ested that these competitive issues are on the decline and 

tho Government market position should be improved. 
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... , •ncee at beginninG of :;>er1ode •••• 
Becelpt• • • • • . • • • • • • • • • 
U. S. laTtD£- Jond~ • • • • • • • • • 
lal.ea ot !reaeur7 ob11t:,e.t1one. • • 

total a..a11~blel 

tenenl .zp....Utur~• •• • • • • • 
IntPr~at on public debt. • • • • 
••c•ey .zpto>dl. tur~>• • • • •• 
lpecial t:n~~eactiona • • •• 
D.bt ret1r.-.n~~ • • • • . . . • • • • 

total ~~q~adi tur .. a 

lalano .. at 1114 ot p~r1oda •••••• 

Det1clt ln r"CPi:>h• ••••• •• . . 
Debt r~: 

!rea.ur,r billa •• • • • • • . . 
Treaeur7 notes • • • •• 

Account s And DeFOI1to 
Uov•bn 18, l93t.. 

IS'l'IIIlD or <WJ!1 JUII'l'I!II 

•o .. •b~r1 19311 - J!>rch1 1936 

(In m1111one of dollare) 

'l!o-.. Dec. JeA. J'eb. llo.r. total 

791 694 1,251 986 731 791 

200 415 225 250 650 1,'760 
10 10 10 10 10 ~ 

165 165 160 160 160 810 
12 109 115 30 120 286 

290 :soo 300 300 310 1,1100 
10 10 10 115 10 ea 

694 1, 251 986 731 1 ,241 1 ,3&1 

2157 168 260 - so 1190 

(Caah 5150) 

200 250 200 200 200 1, 0150 
418 418 

200 668 200 ~ 200 1,468 

l!FC notea ac:cnmtin,. t o f].SOII d''e Dec.-ber 15, 1!!35, not 
1nclud.,... ;)<,ct: I on na to raf>md.1nt: or tle.Jtle t in .:ellh .ot 
Illtl.dc. 
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llovember &4 1935 151 
fii(,Jr' s dict~otion on aa.klng E11~r~>nk "'sslst~>nt Genercti C,;ounse1 
10 he w111 not hbve to decide whether &erm&ns are dumpi ng . r •s ~ 

lovellber 26, 1935 

We1110 to Seoret.ar;r from Llr. Ol1phant reportlng on his conference 
with 8eoretat7 Hull. HUll was advieed of development• 1D 
Treaeur.r Department and asked for eusseetions. ~ ·"•• 

pecember 2!5 

Dr. Viner'sletter to Secretary euggesting revision of instruc­
tions on consular invoices. ~~~ S ,,~ 

J.larch ?8, 1936 

Confidential report to the Executive committee on Commercial 
Policy from Subcommittee on Countervail1ng Duties 1D Relation 
to Curreno,y Problems. a .. ~ ftlio~· 1-r1 

April 2 

Letter from Secretary Hull to Seoretaeyllorgenthau incloslng 
report and recommendations of Executive Committee on commercial 
Policy and statlng applica~ion ot counterv8111ng duties 1n caeee 
arising out ot currency controls cannot tail ~o have deplorable 
reperouuions on us foreign trade. e;.-.a f· <t.o 

April 9 

Taylor's memorandum to the Secretary after study1ng the report. 
He doee not approve the proposed Treasury Decision and cannot 
recommend to Secretary that he approve it . ~~~ ~f · l•>·l•l 

April 9 

Dr. Haae' memorandum to 11r. Taylor • An illustration ot a hypo­
theti cal exchange rate-price- situation. • ~~ ff ·'•'-llo 

April 10 

lleet1ng 1n Secretary's office at which were present Viner, 
Johnson trom customs and others. Viner will et~ over another 
dq to lllalte a report. HK,Jr. wants German counterva111ng duties 
treated on aer1t. alone. e ... ss:; ~ . ..., ....... > 

April 11 

Viner's report. to the Secretary of hialtu\13 of the eubJeot. He 
recommended ~osition of countervaillng duties and revieion 
ot ooneular invoice. ~" ~ 'r'· \~ 

Aprill6 

01\pb•nt'a 1esa1 op1D1on on Countervail1ng duties on Oeraan soo41 • 
.... '\1•1 · 14..-
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April 15, 1936 

Ueet1ng 1n Secretary's office. Oliphant presented h1a 
legal opinion t hat law requires application of counter­
vailing duties and it i s t he mandatory duty of the Sec­
r etary of t he Treasury to so d i reot . HK,Jr. feela 
that since State Department i s on record as opposing, 
he would ll.lte t o refer to Attorney General f or opinion. ~ .. ~-. 

April 16 
t't·••· -11 ... 

Secretary's letter to the President asking advice and 
guidance in view of St at e Department 's opposition. Prea-
1dent noted: •Atty.Gen. for report &. recommendation ,• ~\\-sEr",e\1"\ 

April 20 

Uemorandwm from Commissi oner Allen furn i shed to the Sec­
retary by Ur. Bell, entitled •self- liquidating Stamped 
Scrip .• h~ : 'l il- - • I.'\ 

Apr1120 

Oli phant's memorandum to Secretary that Department of 
Justice had asked State and Treasury Departments for 
formal opinions. ~ .. ~ ~- .,.1 0 

April ?9 

Uemo f r om Oliphant's office - Justi ce has opinion prepared 
and wil l submit to Presidont today unless memorandum from 
State Department changes views of Department of Justice.~,,~, 

April 30 

Uemorandum to the Attorney General from t he Assistant 
Solicitor General recommending further serious study by 
Treasury and State Departments and perhaps conference 
with the President. flo>t~ : '~1-lt.'\ 

H& 4 

Ur. Sayre'• •emorandum on the pol1oy aspects or the pro­
posed Treasury decision, addressed t o Asst. Sol1oitor 
General, etreuing inJury t o US trade. t" K)! u\"- ff' ~-~~ 

May 12 

HK,Jr•a conversation with the Preaident. If Atty.Genl. 
BIIJ'S TreaiU%'1 11 legally right , then Hull ' a &rgUIIUint 
about trade tor Qer.any doea not hold water. Preaident agreed, 

h u::i& ~ \l (,. 

\ 

. 

• I 
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May 18, 19~6 

Taylor's memo to KU,Jr. that information on foreign currency 
procedures not suttioien~ly complete to make poeeible a tiDAl 
conclusion aa to application ot the German decision 1n ot her 
oases. e,~ ·· tt \1l.. \1 .Y 

!.!Av 18 

Haas ' meworandua to Secretary- acrip and bond procedures 
and currency ~ipulations - countervailing dutiee.~,UJZUI , 111 _,~""""' 

.... ..1. •• ... 
'""' " .'> ...... , . 

I ;"1..~ ~·-\ 1.1& 20 -,. 
Oliphant 's memorandum to Secretary advising no opinion from 
Attorney General and \~ging early disposition. (See diary 
ot l.!ay 22.) B~ :£Xi! : " v 

MAy 22 

HU,Jr's conterenoe with President, Referred to tact Atty . 
Genl. has not furnished legal opinion because he agreea 
with Treasury on legal position but feels that tor political 
and other reaeona no opinion should be rendered. HW,Jr. 
urged President take steps to settle differences ot op1n1on. 
President said he would send memo 1n which he will state he 
wants law carried out. a~~ --~~ 

)fay 22 

Pr esident ' s memo to Secretary ot Treasury instructing h1m 
to confer w1th State and Justice abd try to find an immedi­
ate method ot carrying out the l.&w. ~ .. ~ --~'\-!.\ 

Ma.y 22 

Oli phant'& memorandum to ~he Secretary aga1n advising that 
Attorney General has not yet furnished hie op1n1on and stating 
~hat earlY disposition 18 required. ~"-'l!XU ·. <:.o 

Ma.y ?t 

Dr. Viner's letter to the Secretary. Case tor application 
ot countervailing dut1ea is t oo waalt to Justify ~11116 them. 

lh.~ ' To ·fl 

Letter trom Secretary Uorgenthau to secretary Hull aaking 
:Cor a conference. ~h.p , '0"\ 

. 
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MY 28, lQ38 

Oliphant's memorandum to the Secretary disagreeing •ith 
Or. Viner• a pointe. 6~~ : \.s"l. 

Ma.y2Q 

154 

Report or meeting or State, Treasury and Justice o!!ioiale 
to d1acuee countervailing dutie•· 6<~ ,HI -II•I.. 

M& 29 

L1ot or complaints in respect to bounty-ted goode rrom 
Germany and list or commodities imported against wh1oh 
complaints have been received. e,._~ ' ''"1 

June 2 

Attorney General's opinion and asking Treasury approval 
or it& publication .... ~: ~ .. -~(. 

June 4 

Excerpts !rom preee conference. ~ ... SXItt ·. '\olr - "'\ 

June 4 

Preas release.15)Cill 1 o <> 

June 4 

IJemorandum prepared ! or the press on Treas.Decision 48380.&~··to} 

June 5 

Oliphant's memorandum to t he Secretary recording t he raot 
that he had conference with State Deportment on November 25, 
1935. f).,. ~ ·. , ... -v 

June 12 

Telephone call rr- Phillips to lolr. Taylor that Oel'llall ex­
change author1tiee want to send repreeentatiYe here to 
explore poae1b1l1t1ae or postponing Treasury act.lon. ~,~1 11'\ 

# 
Ju;e 13 

l.lr, Johne~n'e memorandum too ;Jle Secr etary relating dnelop­
mente einoe Trea&W'J oeoieid'h wae promulgated. Dr. lleyer, 
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June 13· 1936 (Cont'dl 

Ftrst Secretary of the Germany Embassy, talked with Gibbons 
and J ohnson 1n Gibbons ' office . Dr. Ueyer aeked that ef­
fective date be postponed. tl~~ , l ft -I'\V 

June 16 

Letter from Secretary Phillips transmitting cable from American 
Embasey, Berlin, that. there ie considerable feeling 1n German 
Government circles over Tr•asury decie1on. t>..., 6" a: , lr-l'v 

June 16 

Memorandum from J ohnson to Secretary reporting on call from 
Dr. Ueyer of German Embassy and attaching copy ot note of 
protest l ett by Ambaseador with State Department. Refers 
to tact that Germany Ambaseador also requested to ask Treasury 
it effective date could be postponed and whether German expert• 
could come from Berlin to discuss obJects and requirements or 
our count.ervall1ng duties .lb.,_ 01 , ·"'""" ~~ _ 1 '\ 

June 18 

Letter from Treasury Attache, Berlin, transmi tting copies of ·~-to 
editorial comment in German press on Treasury decision.,.~ . ... .-.-- . "'"-,,. 

June 19 

Letter from Cordell Hull transmitting copy ot cable from 
Berlin that. ur. Brinkman and Minist.er1al- Rat Ludwig Iahoff 
are expected to sai l trom New York on June 29 t o d1soue1 
Treasury decisi on. '1l~ ' ,.,,.,..,~. 

J une 19 

Lett.er to State Department, signed by Kiss Roche, that Treas­
ury has decided there i s no authority or law or precedent 
tor postponement of eff ective date and can not see what good 
purpose would be served by conversation• with represent~tivee 
ot German GoverruDent. ~~ ·. ' ''\ 

J\&lle 2§ 

Letter from State Department tranemitting copy ot cable trom 
Amer ican Embaesy, Berlin, reporting article i n Boereen Zeit.ung 
on Treasury deoUion. &:!~ ~ : 111- \ 'It) 
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Le~~er trom Stat e Department tnoloaing copy ot meesage trom 
American E&baeey, Berlin, and oopy ot message tram State Dept. 
t o American Embassy, Berltn, outl i ni ng US posi tion with reapeo~ 
t o proposed visit ot German experts and copy ot memor andum co•-
eri ng conversati on between State Department and Dr. Lleyer. k~'-o$"~ -~~l 

June 2~ 

State Dept . letter transmitting protest from German Ambassador ... 'll. .r 

June 26 

uemo trom Johnson to Oliphant , report ing several tnst anoes ot 
protest by Americans against imposition ot countervailing duti es. " ·~ 

Jul,y 10 

Ol1pha.nt bad telephone conversation with Secretary today while 
la~t.er was on rarm. Confirmed i n Oli phant ' s memoranduc t o Sec­
re~ary tiled i n di ary under date or July 23 . l'>-..:..:Xx ·!l~ : 111.. 

JulY ll 

Uemo from Johnson to Secr etary that there is no aut hority under 
t.he law tor postponement beyond 30 days when it has been decided 
oounterva1l1ng dut1ee should be imposed. Q,~~;~ ' "''\A-IoV" 

Ju1Y 22 

Treasury Decision 48444 amending 48360 t hat g1tts tor personal 
uoe of ~he donee or articles purchnsed at retai l tor personal 
use are not eubJect to countervailing duties. ~~ uvscs :1oi' 

July 2;! 

Oliphant's memo to Secretary, conttrm1ng t elephone conversation 
ot July 10 , that oounterv~iling duties are i mmediately effective 
but adding opinion that 30-day peri od or notice is warranted.AcADWX : 

II(. 
Jul.Y 29 

Ins tructions to Collector& or Customs (Circular Ltr.l598) qua\ins 
letter to Secretary or State ot June 22 , r e consular invoice• 
and instructing that i nvoi ce• certified beto~e Aug. 1 should not 
be reJected. jbiC.~I :11.1-I~V 

AUSI.\I!t 4 
Cable from Aaerican Ellba81y, Berlin, that as result of Treaaury 
DeoUi on 48;!60, German Oovt . baa iaaued Order proh1bitina use 
ot reg1at.ered -.rita tor pa.yaent. or~ exports to US, 6f"l' ,.,_,o 
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Aumst 5. 19l6 

Pross release, provisions or Treasury Decision 48)60 shall 
not apply to cameras, calf and kid leather and surgical in­
struments tro!ll Geratan;y. ~'f..-ge;:- , ,__.. 

August S 

157 

Discussion by Subco-.ittee on Geratan standstill credits or 
s ituation created b7 •ithdrawal of Geraan;y of Aski and Regis­
tered Marks tor p8Jment of exports. Decision aade to cable 
Mr . Gibson, ChairllllD ot Allerican Committee, inquiring it he 
t hought it advisable to arrange tor further concessions f r om 
Germany in connection with t r avel Marks or Benevolent Re­
mittances . ·~ .. '1.-V 

Aucust 5 

Me~ .to President, reporting on Germ&QT ' s action Yith respect 
to w1 thdrawal of Aski and Registered Marks . Q, ~;bi\:; : 1.-~ .... 

4ugust 10 

Memorandum from Johnson to Oliphant referring to statement 
which German Ambassador has been directed to make to USz 
that effective August 3 all existing procedures to aid German 
exportation have been stopped . Johnson advised Dr. Baer 
this statement •ould probably not result iaaediately in the 
action desired b7 the German GoTel'DIIIent. jb 'l(..~ ·.\lo 

Aucust 10 

Oliphant , Johnson and Taylor aet Yith the Secretary and it 
was decided to take the German' s word that they were no 
longer giving subsidies and that, therefore, Treasury could 
withdra• its decision or June 4· R>..-..~ : ll \ 

August 12 

Oliphant ' s aemo to the Secretary that Johnson was 1ntoraed, 
last night, that Ger aan eabassy bad r eceiTed cabled instruc­
tions from Berlin to giTe specific assurances to US GoTera­
ment tbat all Qeraan aida tor exports had been discontinued 
on August 3. 0.:-s-?- ·. ll3 ~ 

'Ymst ll 

Memorandum trom Oliphant t o Secretary attaching cov,r ot Oeraan 
GoTel'DIIIent note and cov,r ot Dr. Baer1 s aide-ae1110ri e wbioh 
Johnson obtained on coDtideatial baais fro• Dr. Baer. J.r.11S1i'. •us' 
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Aen•t u, 1916 

Press release aaead1ng original Treasurr Decisioa 48360 to 
allow iaportation of coamodities listed therein after August 2. 

j!) ~~. wscr· .... 3 -z...-
Aucust 19 

Oliphant 's •e.o to Secreta1'7 tranau t tine •- fro. 11r. JobDaon 
1n whi~h he outlined further questions rel'oltinc to Ger.an !a­
ports whlch will COIDe up later. r. ... ~, •o 

Septmher 28 

Haas' aemo of effect of count ervailine duties on u. s. trade 
with Germ8J111. i>~ p;gi .. , \f.b-\lS 
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Jacob Viner said, •on this question of countervailine duties, 
1f you decide to do anything I think you ought to get a ruling on 
it from the Attorney General's office to protect yourself because 
both COIIIIDerce and State are going to urge you to do nothing and, 
be said, "there is little question in MY mind that the Germans 
are giving bounty to their exporters and the law is very clear 
and you should act and the responsibility is solely yours. If 
you do not, you subject yourself to attack. Furthermore, with 
Eli Fra~ num~r one lawyer at Customs you are doubly vulnerable 
and, he said, "I am not sure but I suspect that Dr . White, who 
represents Haas and you at the State De partment is also Jewish", 

I took the following steps before we are under any pressure. 
I called up Oliphant and suggested that inasmuch as he had already 
spoken to me about putt ing in a new assistant to Robert Jackson 
that he make this assistant Eli Frank. I said, "I do not have to 
tell you Why" and he said, "no that is a swell idea" and what would 
you think or bringing Kann1ng down to take Frank's place so that 
Manning can ccntinue to work with Gorman". I said, "that would be 
fine" . 

For MY own confidential reminder I never wanted Frank in 
the present position but Oliphant insisted and my only reason 
for turning him down originally would have been because he was 
a: Jew and I could not do that. It seems unfair to hill and me 
to have him in the one position where he may have to decide 
legally whether the Geraans are dumping and 1t I wait until he 
1s under fire I would of course stand bY him. As he is not under 
tire the transfer is in the nature of a promotion. 

I asked Viner, in strict confidence, what be thought of the 
President's idea to present his budget to Congress leaving out the 
figure for relief. He thought extremely well of it. 

Regraded Unclassified 



-··· 160 

Jotwbw 26, 1811 

At tbrH o1cloclt todaT I •• Secretu,- &Ill bT appoiDt­

-t 011 the att er ot a-a boomiiJ' N w. I la4 110 -
etated tba abJect ot tba -•uat1011 ~ • took bold u4 

talbd at 00111114-ble l qtll, outltnh'i tba GUWJl pzooc.clure 

with ret- to blocbd arka aDd it. NMDt. ot clizoect. bows­

tie• traa tba J11 OOMCia ot a t.u: leded 011 1Ddutr1••· • 

a. OOACl.uded bT ~. •I t.ldak n OQ&bt. to t.brow ODto 

tba a-a. tba bvdeD ot ebowiDc tba boomt1ee are DOt. belDI 

pd4.0 &Ill t.'- ulted M to tell Ida wbat. I la4 OD IV llilld. 

I 8&14 t.bat I .. IMiDe Ida 011 the bali• ot &dYUlDI 

Ida OOIIOerii1DC tba 4nelos-nt. ot tba lllbJeot 1D tba Treu11r7 
~t. u4 ot placiD~ tba wbole 41tt1cul1;J betore ld.a tor 
-. aua..uou -.bl.cll • ld&bt. otter. I 1adicated tba ext.eDt. ot 
t.ba !re&nrJ'• ·~ ot tba probl•, aDd referred to t.ba prot.Mt. 

be1ac receinc! hoa American eourcu. I referred to tba 41tt1-

CN11;7 ot t1x1D& tba uaot ..aunt ot tba boomt7 J181711eDt 1D t.ba 

particular caau, aDd I ade ret- to S.ot1011 506 ot tba 

'fu1tt Act., peraittiDI tba Collector to require depoeiw OD ea­

tiatK 41at1u. 

a. t.'- took ap tba 41liCUIIIioD u4 IIIQelted tbat ft 

,..,._ a ~ 4'ca1;J OD - particular 0+ 111;7, ftieiDI 
tba wbole 11- 1D tbl.l ~· AI ba talbd tartba', 1t oacmed 

to ld.a to naeet aleo t.ba 4el1rabW1;7 ot OIU' &et.t.hc tocet.._. 

the tact. OD a IIUIIber ot acaodlt1N, aDd ••• t.'-a ae t.ba bade 

ot clizoect. 41pl-t1c twpi'Nolllt.et1011. a. referred to tba .J,o•n• 
ot the a- 1a auwer1a1 dipl-uc- 1:10tee, aDd ... necs t.bat. 

bot.b t.blDI• Jd&llt well be 4ou e1eulta~•l7· 

IIDre ,,_. U7, ba dleal•t""" aJQ" preoiee or teellllioel 

'IIIIIIL'I.edl• OD tba eabJect, ead t_. red the Mrri.CN ot Dr. re1e 
u4 ... liiftii!F to a14 the 1'reuar7 011 aJQ" upeot. ot tba atter. 

Jo refWIDOI _. aode to aJQ" epectal clUftollliiJ' wbl.oll the 

Seoref.u7 .spt laft 1A o-ua dth th:le at.ter. 

a. OODOl'IIIUd the cuvwat1011 with a -lat. atuded 

.-1• ot t.ba _,. ba 1a4 b.- •edltnc the Italo-ftld.opi&D -v.l-

ltr •"'-'· 
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101 .. A 

• 

Regraded Unclassified 



COPY 

COLLECTOR INTERNAL REVENUE 

Cleveland 

Bon. Henry Morgenthau, Jr., 
Secretary of the Treasury, 
Washington, D. c . 

Dear Sir : 

November 25 , 1935. 

Thank you for your letter of November 20th in which 
you state that my connection With a liquor sales agency in 
Ohi o is not a violation or any statute law or contrary to 
the letter of any regulat ion of the Department; that the 
interests of the United States have not been damaged by 
the transaction in question and that I have acted in good 
faith in the matter beli eving my connecti on t o be ethical. 

I appreciate your point of view that a connection of 
t his kind is not desirable for Treasury officials or em­
ployees . However, you may recall that any connection I had 
was severed the f irst of this year prior to receipt of any 
instructions from your office. My only connection since 
that time has been that my Wife has eighteen shares of stock 
upon which she has received dividends . 

The remaining matter is your r eques t that I 11aake 
res titution or all proceeds or t his transaction by a.r renging 
to turn thelll into the Treasury." I am sure that it is your 
intention to be f air and Just and that you do not wish to 
single me out for unusual and harsh action, in which case 
any ruling should be made uniform. 

162 

I will, therefore, cheerfully comply with your request 
upon the taking effect of a Treasury Department regulation 
requiring all Tr~asury officials end a.ployees, together with 
members of their families, t o take aiailar action, eYen 
though such regulation should be retroactive to the extent 
or requirilig that payzaent s prev1?usly received should be paid 
into the United States Treasury. 

With such a regula tion the right of the Treasury to 
claim or to accept such payments would be established, which 
right in all sincerity does not sea. to me to exist under the 
present state or facts. 

Very truly yours, 

(Sicned) C. E. lloore 

Regraded Unclassified 



OFFICE CORRESPONDENCE 
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DAn 1ft 9 M • 1 US7. 

8uBJCCTt ,.,,.., @FfQIAUM UJI 

•••1 or ntiiC!J. 

ar. cutp~ eallecl a• 11111 \odq ao4 aa1d .. , .., bM 

11w ba4 a~ 4a7, cloJac u.a 111,ooo,ooo 1D a4cl1Uaa w ntc 

' h' JcuU•&t• hD4 414 -..a 110,000,000 tnooo. lo\b1q wu 

dooe utu OIIJ' oi'Clu. 

1 ae\Uae4 to Cut.p~ Ulo oablo noll Yecl bere lah aa 

fr1U, to t.bo oftM\ \ba\ Laftl ba4 bee 4otMW 1D t.bo h=r .. 

Co.a!UM 11F a II \o I YO\o u4 \ba\ \bet~ ot t.bo Oftu-&t ... 

po10!ble beton ~ .... eutpol1 o n~ wa• t.ba\ t.bo Ibn_. 

of 'ho oablo walll •'ab•~ -. u4 \bat 1t Laftl WPO 4otoaW 1\ 

would DO\ be • bit t1Duo1al PI'OII'U wa nt.bor Oil hh a•onl 

pollq. 
e 

LRtDC 

Regraded Unclassified 



OFFICE CORRESPONDENCE 
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DATK ll*ftt11 ., J !'I e 

SU&tceT• IJI..,CIIJ mp=ne!JOI UU 

'AI' or r•••a 

Jlr. Cuipel eallet at 11110 todaT. Bo a4nH4 that the 

4oUer tuMnr to~ w., ba4 "-- ta,ooo,ooo ael that tM Brt.U.a · 
hael 1D a441tl• deao 10,000,000 t~aoa. Bo odelet, •••~•, •• thlU 

\ha\ 1D a 4eT o~ ._ that .n••• -.ht to •'b814o. • I alllocl Wbnt..,. 

\hat I lei Dot 4eJ•4 - fbu ... ll eiWeloJIII•ta bllt bo ~.,Ueci that 

\ bq 414 aft tM•- tbd loaftl -..lei fall, .. 4'811 boN'f'el', that Ia 

\ be peliUal WU14 or OOIU'IO tblDil ....U.SOI Wm YUT niftlT. 

Ia ""' w .,. 1Dta117 r11U'ci1DI w.onw• • nat••• be 

n 14 that t!Mr walt lboW a ao14 loll or ..._, 1,100,0001 000 ri•u 

ancl tut tu fd1ow1DC ..- U Wllld bo lUI•• 

v 
Lilt IDC 
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November 27, 1Q~6 

On November 27, Ur. Uorgenthau called Ur. Oliphant 
and Ur. Rueaell 1n to diacuee wit.l1 t.Aea tile report. ude b7 
1.1r. C&llleron, t.l1e income tax agent wllo examined Ur. Uorgent.hau • e 
19:53 an.d 1.934 ret.urne. 

ur. Uorgenthau read the attached letter which he receiTed 
trom Jul1ue Uart.1n 1n regard to the oTeraueeeaent. ot t.he aao~mt. 
paid on Tri- Continental dividends. ur. Uorgenthau asked 
ur. Russell it he did not. sign the Fora 874 accepting the 
amount ovsrasseesed, whether t.11e Bureau would aut.oaat.icall7 
refund the amount in question. Ur. Russell replied that they 
would treat Ur. Uorgenthau ae t.l1.ey would &n7 other priTat.e 
citi~en , but he thought that aut.oaat.ioall7 a check tor the 
refund would be mailed to him. ur. Morgent.hau eaid that it 
t be cbeck did not. come through autoaatioall7, he did not want 
t;:~ request. tAe Government to eend the amount oTerdue. It he 
nae to tora&lly request the money which tbe Government wants 
to ret.urn t o h1a, he would rather torteit. it. . Kr . Ruuell 
said he would cbeok further to see what the procedure would 
be. 

In regard to the $4, 000 deducted trom Ur. Morgent.hau'• 
193~ income tax return, as a lose on the eale o! the Axelrod 
Property, Ur. Uorgentbau deci ded he did not w&At to haTe aA7 
!urt.l1er discussi on about it, but. preferred to pay the addi­
tional tax. 
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ON? Y.ILI,IJ.lil STREF.T, 
NF1'. YORK, ll . Y. 

November 18th 193~ . 

rear Ur . Worgenthau : 

In regard to Mr . Cameron's visit in 
connrction with the examina~ion or Yrs. Wor~enthau's in­
come tax return for l9Z4 , desire to state that he renorts 
same in order with exception of amounts reported as divi­
dends . 

Included in the return were all amounts 
received f rom Selected Industries, Inc., $618 . 75 and from 
Tri-Continental Corooration ,3, 000 .00 . 

Ur. C&meron advises that amounts re­
port ed should Fve been in accorcrnce ~1th edvices received 
rro~ these compani~s , i . e . , Selected Industries Inc. f59P . A9 
Tri-Continental Corpor&tion t2, 813 . 5? should have been r.p­
plied a,ainst and reduce the cost of these investments, thus 
reducinF the amount of dividends reported . Claim for r~rund 
had been prepared but the filinp of stlm'! was advised avainst. 

In consequence tax liability is le~s 
than amount reoorted . 

-SOM!.tARY-

Amoutmt originally reported '"""o""4 

Less above amounts 
t.~nded income 

Surtax 
Normal tax 

Tax paid at source 
Tax paid to foreign country 
Tax liability 
Tax previously assesse~ 
Overassessment 

29.35 
7'1.83 

$;31,8?7.~9 

3 :406 . 41 
f~>e 4?0.98 

e 2, 699.99 
~71>,03 

3, 07?.0P 

109.18 
t 2,96? .84 

3 . tn~ 
$ 647.!'1 

If you agree to the proposed overassessment 
will you please have Mrs . Worgenthau sign enclosed accept­
ance and return same to me . 

Bon, nenry lorgentbau, Jr., 
tash1n1ton1 D. C!_-,---===!:: Regraded Unclassified 



ON& ~ILLIAM STREET, 
Hg~ YORK, H. Y. 

Dear Mr . Morgenthau: 

November 18th 193o. 

Reference is mnde to Mr. Cameron's 
vlsit concerning your 1963 income tax reutrn. 

Yr. Cameron called today ~nd advised 
me that the valuation 9Cction of the upper New York Civ­
is\on states tha t the Axelrod property taken back in 19~2 
an~ sold to Wicopee Corporation in 1933 had a value in 
1932 of $19, 000 . This is the amount that subsequent gain 
or loss should be computed upon. 

You will recollect that the property 
was set-up on your records , upon re-possession, at the 
amount of the unpnid balance of the Axelrod mortgage, viz, 
t23,000. 

In the preparation of your amended re­
turn for 1933 I used as the cost, the unpaid portion of 
the Axelrod mortgage and f rom this amount deducted the 
proceeds of the sale to Vlicopee Corporation fl8, 719 .66 
and showed a loss of ~4, 280 . 34 . 

In view oft evaluation section's 
contention as to the value to be used upon which to com-
pute ~ain or loss , t4, 000 . of the loss deducted in the 
re turn wi~ be d~sallowed . The difference between the 

1.67 

amount deducted in the r eturn ~4, 280.34 and the amount 
disallowed, $4, 000. (t280 .34) represents fees at closing ~ 
and are permitted to remain as deduction . 

The matter has come up regarding the 
distributions made by the Tri-Continental Corporation 
during 1933, all of which were included as divioends and 
tax paid thereon. You will remember that I wanted to file 
claims for refunds on the basis of the corporation' s 
notice received i n 1935, but you advised against my doing 
so, on ftugust 20th 1935. 

Vr . Cameron states that information 
on file in the revenue office indicotes that certain of 
Amounts paid by Tri-Contin~ntal are non-taxable distri­
butions and should be applied against and reduce t he cost 
of this investment . In consequence thereof f·327 . 55 has 
been reported i n ~xccss of the amount that should have 
been repor ted D.6 r.l.•.ricl ~ .. ~ 
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Based on a Supreme Court decision your de­
duc tion for contributions wil~ be disallowed on account 
of your net income being less than your capital losses. 
ln the preparation or your return I followed the theory 
ns laid down in the Elldns case , which sint'o has been re­
versed . 

-SUlOOI.R y-

Net income &s reported on Emended return 

Loss disallowed 

re: Tri-continental capital di stributions 

Contributions disallowed 

Normal tax 
Surtax 

AdJustment for capital losses 

Tax paid at source 
Tu liability 
Tcx oriiinally assessed 
Additional tax due 

t54, 429. 82 

4 .000 . QQ 

58, 4:09 .82 

327 . 55 

58, 102 . P7 

864.00 

~58 . 966. P.7 

t 3, 962. !'0 
7 .180.39 

11,143.09 
8 . :?45 . 45 
2, 897.64 

.55 
f 2, 897 . 09 

1 334 .54 
$ 1 : 562.55 

If you do not desire to protest this 
additional tax will you please sicm enclosed v.aiver and 
return samP to me . 

qon. flenry llorgenthau, Jr ., 
V.ashington, D. C. 

Sincerely, 
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Wm• of Reetaic:tiow oa A11n •wot 
aacl Collectioa of DJ!,ciJacy ia Tas 
aad Acc:eptauc:e of OYenueume.at 

170 

Pul'lu&n~ to the pro'fiaiooa of Section 274 (d) of t.b& R&YeDuo Ac~ oll$20, and/or SectloD 272 (d) ot 

the Revenue Act of 1828, and/or Section 272 (d) or the Revenue Ac~ ol lta2, the UJideniped texpayer 

..,..; ... t.b& real.ridoioDI pro'rided in Section 274 (a) or the ReYeDue Ae>~ ol1926, az>d/or Section 272 (a) 

of the Rnenue Ac~ of 1$28, and/or Section 272 (a) or the Be-renuo Ac~ of 1932, and OOIUieDia to the 

-.neDt and coUeetion of a de6cie11ey in ino:ome tax for the 

end~~ Dec " .• , -~ '9"'"' -· year .,.. ____ !lllhdlX...J.U...S-"-'- w.u __ -· _.int.b&awnofS-4.5.62 • .55__ 

... year eDded ··-···-·-···· .... ~----------···-·-·-·.in t.b& own of a. .............. , ___ _ 

year eDded -----·--- -------.. --..in theaum of S."'==rr~=---..... 

amcuoling to tbe tolel awn oL -· --------- --•..l..:i6?...~5 ....•• 

u.pthu with in~~ thereon aa pro'rided by law, and accepla aa correc~ lba oven 1010•t of income 

tu lor lhe 

.......... year ended .... ·--·· .. ............ ______ ............ - ...... in tbo oum oiS·=~~---

amounti.aa to t.b& tolel aum ol ___ _ 

~~ --------------~~----

. "I 
\/ 

.... ___ a__ll7 .• 2~--

-· --··---o.-

BY ---------------------
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ACCEPTANCE OF PROPOSED OVERASSESSMENT 

Tlu! uod...,.._. tazpe.yer ......., ac<>ept.o aa _, U... o•..-roen& or income t.o• for the 

.. --·--· .. year eodecl .. Dec.ember .31st 1 934 .. iD &he aum or •--64.7..21 ............. .. 

- --·········-,... -w - -·- .... iD lhe ou.m ol ••---

----·,._....Mel .. ·---···-- iD the aum ol •·-~~'-'~~"'---
amounting &o the priDeipal oum ol . -·----·· ··---~~.?1 ____ _ 

u indicated iD the otai<!IIII!Jl& furniobed me under date or -·---······--····---·-···· .............. _ 

------~ ... - ts-) 

----··-······-·······(A~--------···········-· 

Date By ........ - ... - ......... ··---·-········ ·-·----· 
Non.-l!xeeutloll of thll areeptaaee aad Is. ftUq at tbe ~ ebowa lA tbe aetOmp&.OyiQc l•ttet wtU esptdl.ta 

\le tDdltated adjwt.lant ol 7our tu llabAitJ. ThJr. areept&Doe lll .u.bjed. to ,._ approval of the Co•m' h rrr ud • 
""' o llnlol -.. ap ' ao poou- .... lloolloa IIOiol lllo --oUt o1 1ne. 

W ..... tbo lupooJW to a -pooolloe, 1M ap F ' .... bo olpod ...... 1M _...-1-- 117 1M oii­
Mlure a.act t..tUe ot_. ..... or oe-r.. d U. eOipOt •&ce M.,.-., wwod to lip for t.be OOiJIIOi t5oa.la ......_ 10 
w1t.lch. U.. ..... tf aa_y, d. die WpOrlltloG IIUil ba .a.c:L ..-.... • • __. .... " .. .,...-
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COPY 

Bon . Carl E. Moore, 
Collector of Internal Revenue, 
Cleveland, Ohio . 

Dear Sir: 

November 29, 1935. 

I have your letter of November 25th 1n reply to 
mine of November 20th, 1935. 

I believe that you are by this time sufficiently 
aware or my views in matters of this kind to realize 
t hat it is entirely impossible that there should be any 
singl ing out of your caae for •unusual and harsh action. • 
You may be quite sure that, in all cases which come to my 
attention 1n which a similar situation is presented, I 
shal l make the same ruling that I have in your case, un­
less in the special circumstances of the particular esse 
more drastic action is called for . 

As I have stated before, it is not necessary to 
insi st that you have violated the letter of any regulation 
1n order to support my decision 1n this matter. The 
~uestion as to the desirability of issuing a general order 
more specifically to cover this subJect will be considered 
1n due course on its merits and apart from your case. 

172 

Please let me know at your earlies t convenience that 
you ar e prepared to comply with the re~uest in my letter of 
November 2oth, 1935. 

Very truly yours, 

(Signed) B. Korgenthau, Jr. 

Secretary 

CVO:gmc 
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Boveaber 29, 1035 

HK,Jr., spoke to Ooolldge over the telephone troc 
the Farm today and settled the December 15 tlnanclng. 
Coolldge said he and Burgess were very nerTous about 
making lt a bllllon dollars, ao HU,Jr. gave 1n and made 
1t 900 mllllona, 

113 
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november 29 , 1935 

Ed Flynn called up from London and said that he 
wants to go to see the American Consul in London and 
that he would like Ur . Uorgenthau to send a cable to 
the American Consul telling him that he baa known 
Ur. Flynn tor some years . He did not tell Ur. Uor­
genthau what he wanted to talk to the American Consul 
about, but s i mply said he wanted the American Conoul to 
know that Ur. !Jorgenthau knows Ur. Flynn. The follow­
ing cable was sent: 

'American Consul 
London 

Ur Edward Flynn ot New York telephoned 
me trom London asking me to introduce 
him to you stop I have known Ur Flynn 
tor a sreat many years but as I do not 
know the nature ot the business which 
he wishes to di scuss Vlith you I simply 
ask you to extend to him every courtesy 
that he is entitled to 

(Signed) Henry llorgenthau Jr 
Secretary of Treasury' 

Regraded Unclassified 
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II)- dear llr'e a.OHtal'TI 

I trana1t to J'W urewith a • n randaa f~ 

Co.adeeloner BelY11'1D& whlob ••t• forth the attitude of ~ 

!reaeUl'J' Depart.ent to J'OU1' euggeetlon for a poetpon ... nt of 
oolleotlon ot proo•••lns taxee pend1ns tbe forthoOidns 4eo1-
11on bT tha Supr ... court. 

(S18Jled) T. J. Coolldse 

!'be BOIIOl'able 

~ Seoretal'J' ot Asrloultura. 
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Waahinstoa, D. c. 

'!'he Honorable, 

'!'he Secretary ot the !reaa~. 

My dear Kr. Secretary: 

It baa oo- to rq attention that a larse nllllber ot pro­oessora ot baaio commod1tiea ~o are triendl7 toward the Agr1-eultural Adjuatment Act and who do not dee1re to obtain 
injunctions reatra1n1DS the collection ot prooeaaing taxea are at a great OOIIIPetitive d1aact.>antage b7 reaaoa ot the tact that certain ot their COIIIPOtitGl'a haYe secured injunotioaa. It t:be Act were to be declared unoonati tutioaal, those who had prert­ousl7 obtai.ned injunctions would haYe a still greater compet1tiYe advantage oYer those wbo had supported the Act, b7 reaaon ot thei.r haYing the sua ot aonq inYolved in the 1:ax suits aa aYail­able capital. 'l'his situation, then, ia worJd.lls and w1.ll work a cona1derable hardship upon our friend&, in rtn ot the tact that several hundred injunctions against the collectiOD ot prooeaa1ng taxes have been isaued b7 the courts in d1tterent parts ot the country. 

'!'he present 1naiatenoe on tax pa,--t and the gena.]. ret'uaal ot the C_,uiODer ot Internal Rnenue to postpone pa,_t 1a undoubtedl7 4IW in larse part to o= intoraal requeat that tl:d.a be done and the tine cooperation we have receiYed trom the Ooa­liiS.aaioner. 

BonYer, since tbe Supr ... Court will probabl7 paaa upOD the conat1tu1:ionallt7 ot the Agricultural Adjuat.ent .let witl:d.D the oourae ot the next two aontha, in the case ot united States Y. wm. K. Butler, it is bel1eYed that juati oe now requ1rea a general poatpODaaent until January :Sl, 19:56,_ ot the oollecticm ot all prooeaa1ng and OOIIIPenaatiDS taxea wi1:h respect to wbieh the 180 da7 l1.1d.tatiOD aa to poatpoa-t baa not expired, par­auant to Seot10D 19 ot the Agr1oultural Adjua~t .lot. .looorcl• iD817 it i a reapeott'ull7 r&qlleated that auoh a poatpoaeJIIII!lt be ettected, it, in 7our ju~t, auch a course ot action is 
proper. 

8incerel7 70t11'a, 

(Siped) H. A. W&IJ.ACE 

Secretary. 
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Secret&rJ Morsenthau 

Co.adaaicner Bel~ 

177 

Re.terence is -de to an UDdeted letter .tl"'a tu 

Secret&rJ o.r Agriculture to yourael.t in which the request 1a 

made that a poatpone.ent o.r turther collection o.r proceaaing 

taxea be ~.reoted, i.t, in your ju~nt, auch a course o.r 

action is proper, pend1ng a probable deoiaion by the Uhited 

States Supl'- Court within the next two .ontha adjudicating 

the constitutionality o.r the proceaaing tax. You ba'fe re­

queated -.q Judgment and reco-endation with reepeot to this 

proposal. 

11h1le 1 t appear a that there h legal author! t7 

••ated 1n -, subject to your appl'O'fal, to eatabllah b7 Tl'M• 

aury Deo1aion a new date .tor the .tiling o.r .ontbly prooesaing 

tax returns md thereby 1n e.t.teot postpone the collection o.r 

auch taxes .tor the period desired, the exercise o.r such power 

involves weightJ cona1deratioua o.r high adDdniatrati•• policy. 

We bel1eTe that the aoti• proposed would be 1mwiae and .traught 

with daJI&erous possibilities .tor the .tollowing reaacmaa Hzost, 

the hardab1p to the n-ou• nell prooeuore to 11b1oh the 

letter ot the Secretary o.r A8J'iculture re.tere will exist 1n 

.raot generall7 only 1n the ••ant o.r an un.ta•orable Supr­

Court deciaion. Seoond, the general polioy o.r the courts in 
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sra»tllla 1Dj'IIDOtiODa1 with aoatt~rad ellCeptiODa
1 baa been H 

require COJIPla1n1Jl8 taxpa7era to pa7 in and impound the taxea 

aa tbe7 beoa.a dUe. Benoe, auoh taxpa7era do not preaentl7 
enjo., an7 aubatant1al ooapet1t1Ye adYantage over procesaora 
who are atill pa'11Jl8 the tax. !bird, &7 seneral. e.xtenaion 

or tiM r=- ril1Jl8 or returna =- tor pa7Mnt ot taxea would 
1neY1 tabl7 be interpreted at th1a time aa a conteaa1on ot weak­

nasa on the part ot the Government. Fourth, it ia probable 
that a large part or the poatponed taxea could neYer be collected 
or at leaat could be collected onl7 at the coat ot closllla out 
numerous procesaors, in the event ot a decia1on taYorable to 
the Yal1d1 t., ot the tax. 

It ia believed that aound adminiatratiYe polic7 muat 
proceed ~pon the aa.u.ption that the conatitutionalit., or the 
proceaains tax will be auata1ned. · Congreaa poaaeaaea the ponr 
to correct b7 les1alation an7 serioua inequalit1ea aa between 
sroupa ot proceaaora 11h1ch .. ., reeult rrom an adverae deoia1on. 
In the uantime, it ia ~ rec-endation that we proceed to col­
lect the prooeullla taxes 1n the resular IIIIUlller, ellCept where 
auch collection baa been reatra1ned b7 court order. 

(SiSDed) Gu., 'f . Belverins. 

C~aa1oner. 

AHlt JOB HO lloB 
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November 29, 1935, 
Friday 

'79 

processing, and then I can talk to 
you after that . 

I think that Ur. Rel vering was - is better on that -
tor the talk to you on that. 

Well, whenever you think they're ready, let thao 
talk. 

All right , just a minute 

Rollo, Secretary. 

Yea 

\7e 1 ve all <liscussod this processing thine; and I think 
the Judgment hero 1n tho roo= is that we really can't 
do anything about it . 

\Tell now, would you mind telling me - what d1d Wallace 
put up to us? 

He wanted us to suspend their to grant an ex-
tension to all processing tax payers who have ~ot 
secured injunctions so that they wouldn' t have to 
file until tho end of January - they - you see, 
they're due the end of each month -

Yes 

They're due tomorrow for november -

Yes 

- and would be due tho end of December also. He 
wanted us to extend to grant them an extension 
eo they wouldn't have to file nor pay any prooese1ng 
tax until after the Supreme Court deoision has been 
made on the case that' a before thea. 

Well , what argument 1s thel'e for that - public and 
prin.te'l 

Well , I think there are two: The first 1s that he 
reele that - it' s fairer to the small large 
number of small processors who haven't gone in to 
court to st<•P the pa711ent - to treat them the same 
aa the smaller nuaber who pay seventy f ive per cent 
of the tax - or don't now pay it relieved from 
paJlng 1 t UDder the injunction. -

Regraded Unclassified 



S.I!.Jr.: 
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H. O.: 
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Yea 

- the second - and he thinks also , I beli eve , that 
a very large number of suits will also be filed - in 
the smaller cases unless t his is done - in other 
words, there ' s a couple of th)uaand of them and he 
thinks ten times that many will be fil ed. 

Well -

And he also feels that - he says they ' ve got other 
thinge in consideration trying to get farmers and 
these other people to sign up on and they t hink 1t 
will have a better effect if they can extend. or 
course, the attitude here - that - what we teal is 
that it 1e a matter of maJor policy because or the 
tact that it seeps to us that the Qoverncent would 
be Hello 

Hello 

- it seecs to ue that the Government would be -
practically abdicating its position with respect to 
processing taxes if they went out and said, •we won 't 
collect any core •, in other words the atti tude would 
be ~e ordinary interpretation would be thnt we 
don ' t expect - we expect the Supreme Court to turn 
us down on t his and therefore we 1re j ust walking out 
before they do . 

What does Stanley Reed t hink? 

Oliphant is the one that talked to Stanley and you 
better l~t hle tell you directly. 

I Hello 

Hello 

I was under the impression that that ' s just what 
Stanley Reed didn 1 t want us to do. 

Well, StanleY Reed oftid they had asked hie about it -

Yes -

- and that he sai d eo f ar as he coula see it wouldn't 
have any substantial effect on the lit i GAtion. 

•o 
Be said he told them that he thou&tt it was useless 
to take 1t up because he thought the '!'reaeU17 would 
1urel7 turn it down because 1f it postponed these 
taxes we'll never get thea. 
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.1.31 

Well. from the straight legal standpoint. hAve we 
any right to postpone th•? 

Yes. there is &m?le authority to do it . 

But. I t ake it that tho combined opinion of the 
room there is that we shouldn ' t . 

Yes 

Does anybody think we ahould? 

it . 
No -

He wants to !mow 1f anybody thinks we should do 
{not spoken to Secretary) 

everybody shakos their head, 

\·/ell now - isn't this the letter f'rom Henry 1"/allace 
to oe? 

Yes 

Has anybody drafted an ans\fer? 

Uot yet. Wallace has been trying to get you on 
the phone th1 s morning - I don 1 t know \fha t about -
I suspect it may be this . 

Well suspose that you people drai't an answer -
then read it to mo over the telephone. 

All right 

1'/lul t? 

All right . we'll do that . 

Now. is Relvering satisfied that - that we have not 
complied? 

{spoken to Mr. Helvnring) He wants to know 11' you're 
satisfied, Mr . Helvering. 
Yea. he 's qui te aatiafiod at this decision. 

I should think that t his deo1a1on could take the 
form of a l etter - that I could write the letter to 
Mr. Helvering and ask him to- provided -

Yea 

- Helvering would write to me and I'd forward 
answer to Mr. Wallace, 

I think that 1 s very good. 

the 
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See'l 

I think that 1 s ver"J c;ood. 

Shall I repeat thot? 

No, I ;:;et it . 

I'd write n 
memorandum, 
me how to 

letter to !.lr. - you know an office 
1 My dear !.!1' . llol voring , piease advise 

t!r . \'le.J.lace ' -

H. o. : Yes 

n. !~ .. Jr .: 

F. O. : 

B. L.!. Jr . : 

F. o. : 
H.l.'.Jr . : 

u.o. : 
H. U. Jr. : 

~o. : 

H. !:. Jr. : 

R. O. : 

H. · • Jr. : 

H.O. : 

n. L.. Jr.: 

H. o. : 

B. r . Jr. : 

~r. o. : 

tle.J. lace. 

That's good. 

l'lho.t? 

o.n answer, then I could show it to 

That ' s the regular way to do it. 

That 1 o the ri&ht way to do it? 

That's the regular wny to do it. 

Is Helvering satisfied with that? 

Yes , he says t hat ' s satisfactory. 

11ell , if the f'ellows can sot together and 
Helvcring' s l etter, although it ' s not necessary -

Yes 

Why, he cen sign it as Acting Secretary or he can 
sign could we sign QY name in addition to that? 

Yes e.J.l right , we ' ll handle it that way. 

would you rather have i t go over my signa-
ture? 

{spoken to lolr . Helvering) Would you r ather have it 
go over h1 s signature? 
( epoken to Secretary) He says he doesn't care. 

Well, either way. 

All right. 
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And I don 1 t care whether you read it over the phone 
to me or not. 

All right all right. 

Now1_ is there an-h•"~ - I -ant to talk -'th 
Is Helvering satt;fi;d? " w• -

Yes , Helvering's satisfied, 

Well , I think what Holvering ought to do is -
Helver<ng ou,;h t to call up Viallaoe and tell him that 
that letter will be over there in an hour or two, 
so thnt he knows what he 1s coing to get . 

All right . 

See? 

Yes, he says he will. 

- He oUCht to call him up. 

He's ooming on the phone now in case you want to speak 
to hiM. 

Who? 

Helvering. He's on now. 

Yon l!'ean, on the phone? 

Yes 

Hello 

Yes 

Is that asreeable to you, Ouy? 

Yes , I think we're really admitting a great weakness 
in this to - from a policy s tandpoint - of admitti ng 
that we ' re going to give these fellows a chnnce to get 
out because we think the other fellows are going to 
be out. 

well, what I would do - I would get that letter ready 
juot an~ try to get it over there 
w1 thin n half an hour. Hello 

Hello Yes 

And you needn ' t bother to oall me back. 
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r . l~. Jr. : 

n. o. : 
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All right. Bow )'OU want to tal.k to JoJ:f? 

No. I ' ll tell )'OU what I •d like to do. I'd like -
I ' d like to have them sta)' in my room 

Oliphant get Lochhead. 

All right . 

I 1 d like to talk it over with Lochhead. 

All right. We ' ll get Lochhead. 

All right - I wQnt to talk on another matter • 

·. o.: On another matter'/ All right. 

(whispering) 

. l!. Jr . : Hello 

0. : Hello - Lochhead is coming i n now. 

1:.1' . _-. Jr . : 

H. o. : 

T. J . C. : 

T. J . C. : 

F. l . Jr .: 

~ . 0. : 

B. L. Jr. : 

IJ. o. : 
11. Ll. Jr. : 

H. O. : 

H. 11. Jr . : 

R. O. : 

F. !t. Jr. : 

Cool idge is on. 

Hello 

Jeff, do you henr me'/ 

Yes 

Lochhead is not here yet . 

Is Mrs . Klotz there? 

Mrs . Klotz here . 

How• s thew eather up your wny'l 

very col d and the sun i s just coming out . We ' ve got 
a number of cl ouds and - it 1 s col d but -

D1d )'OU ride this morning? 

Yea 
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r. ' . Jr . : 
'!' . J . 
cool1d8e: 
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T.J. C. : 
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T.J.C.: 
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That ' s pretty nice, I expect, 

better. 

Henry, do you want me to have a Preas Conference? 
I usually do on tills financing . 

I think you ought to have it Saturday, 

Yes, that's all right, I'll 
Saturday. 

Yes . 

Now the law requires the President ' s approval -

Well I I'll get that , 

You'll get that? ft~d I thought I ' d ocnd for the 
files and I thought I ' d r.a11 h1.m the usual letter 
for ~ to sign, 

That•s all right. 

Yes . 

You know, th& mail goes down at three o'clock, 

Yes . 

I haven ' t got any new thoughts on the 

~.35 

Well, I want to talk to you about it after the market 
closes , 

All right 
tine. 

(whispering) after the market closes , 

Is Lochhe~d there? 

Not yet. 

Third button down. 

The third button down , Mrs . Klotz just pressed it. 

All right - third button down. 

DS.d llrs. IO.otz rind the button? 

Yea, abe just pressed it. 
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r. ~ .Jr . : 

, 0. : (not spoken to Secretary) Whore ' s Lochhead? 

• • Jr. : 

1'. 0 .: 

, •• t•. Jr. : 

lJ, o. : 
H. l', Jr. : 

. . 

!1, 0,: 

H, lt, Jr . : 

n.o. : 
1!, 1.', Jr •: 

H. 0 , : 

• ' • Jr • : 

ll. O. : 

H. tt, Jr. : 

n. o. : 
n. !.!. Jr.: 

Well I'll go ahead -

He went out to lunch . 

\fell I 'll 

All r i ght. 

I don't know what I'm going to do. I might 

Do I make IJI7self clear? 
and other Governments cut out . 

I didn't hear very well , Honry. 

\'/ell , I ' ll soy it ~a1n. Wo ' re talld.ng I told 
Olipho.nt to prepare the po.per in case he wants to 
see it -

Yes 

prevent other countries 

Yes 

- from buying gold !rom us -

Yes 

Well - now submitted a brief 

Yea 

And when I suggested that 1! we -ke that shift 
we make the possibility that they can only sell or 
buy, a e betwean Governments, - 1n other worde, 
the Guaranty Truet couldn' t biQ' gol d 1n Parh and 
aend it over. We'd bU7 gold !ro:c the Bank of France, 
and the Bank of Belg1~ 
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P. O. : 

1 . 1'. Jr . : 

l:f. O. : 

I' . Jrf. Jr. : 

n.o. : 
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I eoe. So i~ would be Govo1~~ent or Central Banke . 

Gove~ent or Central Banke. 

Yea. 
now. 

No 

Well , I think that ' s just tho way it ' s set \W 

Isn't it? 

No - Guaranty Trust and City -

H. O. : OM 

. !'. Jr . : 

F. O. : 

r.u. Jr . : 

P.. o. : 
F. U. Jr.: 

n.o.: 
n.M. Jr . : 

n. o. : 
B. l".Jr . : 

H. o.: 

H. H, Jr.: 

'11. 0 . : 

!i, JL Jr.: 

- are private banks and 
pri•Tate banks and 

I see 

What? 

I get it now. 

You get it? 

Yea 

are 

And if he doesn't feel like buying it, then they o all 
me up in the middle of tho night and say 1 

1 Oh, fif1 God 
the Guaranty has renched ita 11m1t and rou•ve got to 
help me' , - And I don ' t t hink, ai"ter a 1 , all the 
risk is ours when said 
this -

Yes 

I wanted you to put directly 
from the Bank of France, the Bank of EDgland and the 
Bank of Belgium. Couldn't we study that whole thing 
out? 

Yea , well now - l et me be sure I understand. Sup­
pose a private b anker in France buys some gold trom 
a private hoarder i n Fr ance -

Or he could buy it t r om the Bank ot France. 

I say, suppose ae did, though -

Yes 
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- and ah1.pped it over here - Your thought 1a that 
we wouldn ' t buy that gold rro1:1 h1m. 

No 

We ' d atop that. 

That' s right . 

And we'd let gold move between the countries only 
through the Governcent or the Central Banke. 

That' o r18ht , 

In either direction, 

In either direction. 

Yes, well now, Henry, I t h inlt this i s what would 
happen. I' d like to t hink it over some. 

\Yell , t his ian•t - tld. :~ i:~n •t sooethin,; I want to 
do at t his moment, 

Yes 

I'Ll t hl,nlr!.ng - I woulcln 1 t rno.lt e the sh11't unless you 
make a complete shii't. 

Yes Well , I think 

Ii' we•re going to p erDit n on- gold countries to come 
in t h en I jus t raised t he point - I thinl: it ' s a 
very imyortant one -

Yes 

If' vro 're going to mlte a shift then we c an only do 
business between the Treasury or Central Banlts , 

Yes 

And if the Banlt of France, in order to support the 
r r ano , wants to buy so~ gold the French hoarded -
all right. 

Well you aee, Henry, what would happen, I think, take 
the Bronx Bank or France - unless you have a con­
s tant order in at a o~tain price they wouldn ' t sell 
any gold because the only people they sell under their 
laws are to people that buy francs and ask for payment 
in gold, 
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Yea , but we can do wllat we have now. 17e've got an 
order at the gold point. 

Yes , you1d have to have that order in ever y 
every forei gn country. 

Uell, that 1 s all right - then we'd control the situa­
tion. 

Well, what it would nean, as I get it, is thnt it 
so~ country not on gold wanted to use us as a spring­
board ~e' d kno~ it immediately - they' d deal directly 
with us. ' 

Yes , because they' d have to keep the money on deposit 
in the Federal Reserve in New York. 

I think a good many ot: the countries Ylould not sell 
you gold for dollars - you 1 d have to buy their cur­
rency first and ask for it. 

11ell now, George Harrison said we couldn 1 t do it w1 th 
England and we've done it. 

Yes 

You weren•t there - he told for throe days 
that I couldn • t do that. And :r finally got a 11 ttle bit 
annoyed and I said to Lochhead, ' You go ahead and send 
that telegram the way I told you to and I•m not boing 
to wait for George Harrison any more• . 

Yes 

And tho Bo.nlt of England accepted and 
they take the r i sk on tho dollar and we don ' t and 
they 1vo sold us some gold. 

Yes 

And Georse was wrong . 

Well I 1 - that's an interesting idea - I'd like to 
think 1t over. 

Well , I ' m not ~ don' t misunderstand me - this 
is what - rm •••er Oliphant called one of rrr:r -

Something nice, nO'If, sOJilething nice. 

Well - the idea that I guess 1e why the good 
reason I ahould stay away f r om Washington. 
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(~'Ughter ) 

I tlrl.nk, off hand, Henrr - I think you'd have to 
fix up an arrancecent with everr country in the 
l'lorld and a c;ood many or them \70\tld.n' t want to, -

J --:o 

~ell, that ' s all riGht . And ~~en if some or these 
countries didn't play ball we wouldn' t play ball 
with them. 

Yes 

Loolt , - you think th1o thing over. 

I will. 

And Joff , I th1nlc I 1 vo got an interesting idea. 

Yes, I think that's very interesting. 

Yes, it is , it's interesting, Henry. 

t;'/hat? 

It boes pretty deep on the whole theory of philosophy. 

I know it does. I ' m n deep guy. 

(Le.ut;hter) 

You' re full of - go nhead - (Laughter) 

No , I mean that George Harrison I mean I ' ve got -
this is purely an intellectual difference - I mean 
there ' s nothing persona.l . 

Yes 
He said that 1t couldn' t bo done - that the Bank of 
En(;land wouldn't accept it. 't'lell they did and they1 Ye 
taken the risk rmd we ' re doing business with th­
directly 1n dollars again at gold. 

or course - you ~ you wouldn't buy any gold from 
their mines either, would you? 

Oh, yes I ' d buy it 1n' New York -newly mined gold 
at thirty-five dollnrs , llew York. 

But 

Jlo 

only united states mines? 

anybody1 s . 
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Well now, wait a minute, I ' d want to think ot 
that - whether you ' d want to adcit that exception 
to your rule. 

WellL if• south Africa wants to send their gold to 
New York, wny not? 

Well, it depends on who had bought the gold. Now 
I should t hink if one thine you were interested in 
was to see that any country who wanted to mani.pulate 
their currency should toke the risk of exchaJlse 1n 
doing it -

Yes 

- why they might use t his newly mined gold to ovoid 
that risk. 

Well -

I ' d want to consider thct - whether or not thct 
wouldn' t be a loop hole. 

~ell, I'~ giving you fellowo an interesting idea. 

Yes (in unison) 

Am I not? 

It ' s very interesting. 

What? 

It ' s ·very interesting. 

And I want - I want to make this shift -
I night want to do thnt . I ' m not going off hclf 
cooked - I wont you to t~ about it. I ' d bo glad 
if Jeff Coolidge would discuss it with Georce Hnrrison. 

I ' ll do that. 

And When I come back :!!onday or Tuesday 1' d like to 
talk about ito And in the meantime Herman could 
xolore the legal side of lt. 

I ' ll exPlore the legal aide of it. 

But, I just cannot get it in my nut to l et these 
t el l owe buy when ther e ' s no risk, and then when 
the risk is there , we take it and i n the meantime 
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they make the money. And we don • t lmow at any t1mo 
how much they have on deposit . Thie other -Y we 
know every day juet what they• re do!ng. 

;J. o. : Yee 

u. !l. Jr. : 

F. o.: 

I:!. !d. Jr. : 

T. J . c . : 

T. J. C. : 

l!. t. . Jr. : 

T. J. C.: 

U. l!. Jr.: 

H. O.: 

U. M. Jr. : 

Yes - yes all right 

All right, fellows , think it over. 

Al.l right - you ' 11 c aJ.l 1n about three fifteen? 

Well , it may be throe twenty-one, 

o. K. 

It depends on how long I sleep. 

(Laughter) 

Goodbye 

Goodbye 

Goodbye 

I want to talk to Mrn . KJ.otz 

dan• t lmow. 
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