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.t.utaobUea, <lonrMeut 
BMJr tbtuka Forda &ad Cbevroleta adequate for &11 

o!!ioi&la exoept Cabinet officers and beads of 
Depart8eata - 12/3/Js •••• •••• •••••• •• ••••• •••• ••••••• •• XIII 11 
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Barlaoh, Beruard 
See taxat10G (Capital GaiDa) ••• •••••••••••••• • ••••••••• • • 

Bc.b~Q'' Iud.ia 
See su .... r 

Bqet 
FDR, BMJr, Bell, and Bucbaruul diaouas, at W11.r111 Sprin&a 

ll/2S/3S ............................................... . 
a) BMJr &ad l'DR decide not to aentiou leaving relief 

out or bud&et 
b) b.olu.in of Agricultural AdJustment Adatntatratiou 

&ad debt retiretoent, tota.l of 19.'36 ·)7 budget will 
bets bUlioo 

o) Bqoi!•MD a~~&gesta not appropriatinl any new -e:r 
tor &ooc1 roeds : $12S .ul.ioo aaving 

d) Fllft for first tiae aa;rs be intend• to cut CivUiau 
CDDHrfttioo Corps in half• tJOO "aillion saving 

e) Tbia M¥ aalte poaaible balancing budget 
FDRr IIM.Tr, and Bell again diacuaa - ll/26/JS •.•••• ••••••• 

a } lDR wants to lea .... 1,900 aaplo;ree• in Rational 
Reconr;r Atlalnhtration; Bell t.binlta 700 lulliciut; 
IIILTr nueata to Fllft that Job of reducUoo be left 
to b1a aDd 1'DR agrees 

b) BMJr •uae•ta t lSO aillion cut in Pllblio lforka 
'tla1ntatratioo; FDR coucemed. 

Ooolldge poeat~ UpMt. FOR stated in AtliUlt& speech, 
o01mtr;r O&A look forward to con1tantl;r deoreaaing 
deficit; bca4 iaana sold on that - now PDR &ad IIM.Jr 
11!1& lin up to it; be baa figural dividing ;rear into 
~th perioda, and MCODIS period trill abow 1Doreaee 
1D dat1o1' - 12/3/,J'!J ••• •• ••••• •• ••••••••••••••• •••••••• 

a) BlUr M¥• ba -ot be ao upeet ; o&lled Bell and 
Bu.a, wbo aai-1 United state• •• 11'1111& within 
eetiaatea 

b) lllllr nu•ata that Coolidp talk to Fllft 
•ua-1. IINOft17 Adalulatratioo oudcet diacuaaed b;r HM.Jr, 

hll, Oool14p, lloRe:rnol4a, aDd BUl (auiataat to llart.in 
ol latiooal Recoore17 •cta1n1atrat1oo) - 12/<4/Js ... ..... .. . 

a) CoPT ot -rau.d• Milt to 1'DR b;r Bell oo ll/1~/)~ •• 
b) BlUr &aU 8W for report OD &11 preMnt •ployeee 

(2,2JS) 
o) Rea_. ot -nraatioo: BMJr and llartin (in !Centuck;r) 
4) Blll'• report. &a reqaeated ••• •• •••••••••••••••••••• 
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Book Pace 

Bqet. ( Cooti.Dued) 
fteyenua uuat.ee dieo1111Hd - 12/6/35 . . . . . .. .... ...... .. . nn 4~ 

a) llcLeod eetiut.ea bJ.aber tbaa S.lt -W .. lta-WatbertOII oaea 
b) Cbarta and tablea attaobed 

l atiooal Reoonry Adai.Dietratioa diao1111aed b;y IDUr, Bell, 
lloRe;ynolda, MartiD, B.ill, aod Dir.ator - 12/12/35·.... . 261 

a) Marti.D propoeea reduction or torce to 1 , 300 b;y 
J anuar;y 15; IDUr ILDCI .lloRe;ynolde euageet Deceaber 31 

b) EIIIJr ea;ye he will lllli888t tu l'DR that all aotivitiea 
except Consumer&' work (to Labor) be traoeferred to 
Ca.erce 

c) Propoeed act h'e psrao11.11al and proposed dits~~ieeals 
1/lS/ 36. • • • . . . • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 26S, 269-288 

d) Pl"opoeed Execut.in Order... . ...... . .. ... ...... . . .. 261 
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Capital G&ina Tax 

S.. Ta.xatiCWJ. ••• • ••• • ••••• • •• •• • ••• • ••• ••• •• • ••• • • ••• • •••• 
Carter , Boaka 

Gaatoo reports bnin& uked Carter to call b.1.ll but Carter 
D&Yer called back - 12/3/35 (criticiaa of Coast Guard 
1n•eetigat1oo) ••••••••••• ••• ••••••• • ••• • ••• •• •• •••••• • • 

Copy ot HMJr letter to Carter • ••••• •••• •• • •••• •• •• •••• •• • 
China 

S.e SUYer 
CiYUian Cooaer.ation Corpe 

See Bu.:iget •• • •••••• ••• •••••••••••••••••••••••••• • •••••••• 
Coaat Guard 

Se:e Carter, Boalte. • • • • • • • • • • • • • • • ••••••••••••••••••••••• 
CODUeu, Sta~nta betore, by IDUr 

On Traaeur;y Approprietioo Bill tor 1937, bef ore Subc...Uttee 
ot Bouse - 12/1.1/ 35 •• •••••••••• • • • • • • • • • • • • • • • • • • • • • • • • 

Coolidae, Tboau Jetteraoo 
Oraatl7 upaet1 aee Bud&et - l2/3/3s •• • ••• • •••• •• ••••••••• 

CoopsratiYea 
FDR aalta IDUr to aee Flleoa abCIIlt Ilia •ac'-e• and turn b.1.ll 

dOWD antl.7, e.i.Dce be ia 1101DS to .aU two or three radio 
talks - 12/ll/35···• ••• •• ••• •••••••• •• ••••• •• •••• •• •• •• 

Cotton 
See alao SilYer 
EIIIJr pbon .. to Wallace, Cheater .Dn ia, aad !iDa~ Porter -

autboriaee "no aale tar ooujlle ot dqa until tbey ... 
about allYer -.rltet" 12/10/)S ••• • ••••••••••••••••• • • • • • 

- II -

boeaa llaaenee 
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Fil-, Edward 
See CooperatiYea •• •••• •••••••••••••••••• ••• •• ••••• •••• •• • 

Financing, Go•e~nt 
~ - orrerin& or approxiaatelJ t450 aillion 
-~~-~freaaury boada or 1945-47 and approxiaetelT 

f450 J:dlllon of 5- :rear 1~ Treaaury DOtes of 
Seriea c, 1940; &lao excb•nce priYilec• on 
$ Treuur;y cot .. or Seriea D, 1935, MturiQc 
12/lS/JS··· · · ··· · ··· · ···~···• ••• •• ••• • •••••••• • • •······ 

a) I!IUr Hilda CQGCr&tulatol'1 telearu to MOb or 
12 Federal ReaarYa Backe 12/J/Js • •••••• ••• •••••• 

b) I!IUr telag:rapha rDR about aaU•faotoey raaulta or 
Treaaur,y oaab otterin&••• • •·•• ••• ••• •• • ••• •••••• •• 

c) Preaa rel••••• 12/J/Js, 12/4/J~, 12/S/Js •••••••••• 
8onda onraubacribed 4f tiaee; notea , Sf tiaee; 
proportion of booda 1e aurpriain& 

d) F1Dal aubacription and allotact ticurea - 12/10/JS 
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Gilbert , S. Parker 

Book 

XIII 

Pap 

220 

2J.~ 

5 

7 
8 

188 J. 

See Exceaa s. .. r.ea 12/12/Js.. . .. ... .. . . ...... ........... . 295 
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Rocate, ~eaaath c. <••ll Street Journal) 
s.e Silver 12/12/35· ···· ··· ······························· 221 

- I -

Icc.-. Tax Returns 
Depreciation: IDIJr thiDlca he baa worked out Mthod to 

encourage MDutaoturera t o rapl.&oe old uohillaey -12/S/JS 
Ioo011e Tax Suite 

Joe Tault7 offer• to nttle u..S.Utor let- oua for 
$10,000; BIIJr orden that auit prooHCl - 12/12/JS ••• •• •• 

India 
See Silnr 

In.,.atiptiODe, Trea81117 PeraODD&l 
llloore, Carl E. (Collector of Iateroal Re- - Clenland, Ohio) 

Blllr and Bulklq apia oOilt'er b7 sec- 12/J/Js ••••••••• • • • • • • • 
a) Blllr irked at llocre request that reculatloea be 

pro.ulpted before be w1ll ret'UIId ~ 
b) lleada oow of latter addra .. ad to Moore, to Bulklq 

Blllr phaa .. to allk lloore if he recai..-.4 latter and if be w111 
either write to llllo1r o,.Jil.TiDc with ~at .2£ o._ to 
laab.lDctoa t.bl tollOidDI lll:ndq - 12/,/3' •• • • • • • • • • • • • • • • 

B-alklq telalftJilaa diaplea8111"8 at "'frM81117 _F.eanre• 12/S/35 
lllllklaJ write• of •lal!l talk n~ looN• 12/6/Js ......... .. 
Bulkle,r \elepbaDea 12/6/35··••••••• ••••• •• ••••••••••• • • •••• 
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llaaa •eaoraDda eettin& forth etfeoh ot eaDoUou Oil 

ItalJ ' • Atrio&n oaapaiiD - 12/6/3'··••••••••••••••••••• 

- ;r -

Japu 
See su ..... 

J ooee, Jaaaa (Chal.raa, RecoaetruotlOD Fl!uuloe Corporatloo) 
IIIUr hila 0 1COGDor b. aDd Joaea abou.ld •atop nehlD& 

dtrt7 linea 1D pUblio• - 12/3/Js •••••••••••••• ••••••••• 

- II -

llexl.co 

Book Pap 

XIII 6.3 

See Sil .. r............................................... 199 
lloore, Carl !. (Collector ot lllteroal. ReTe- - CleYeland, Ohio) 

See lllYeat.ipUona, Treaeur:r PeraOGD8l 

-. -
Katloaal RecoYery Ad81n1etret1on 

See Budget ••• . •••• •• ••• • • • •• • •••••••• •••••••••••••••••••• 

- 0 -

0 1Colmor, J. F. T. (C~ptroller or Curr&Do7) 
BlUr tell• hill he aDd Jooee abou.ld •atop waehlD& <1irtJ li.DeD 

2 

1D pUblic• - 12/3/Js... . ............. ................... 3 

- p -

P~Uo Health Servioe 
lliaa Roche report. Oil dltrlollltiea in -ur1ne -8)' tor 

atatea to ••t IIZ'&eDt health oeeda 12/ .3/.35 aa1 l2/5/.3S 

- s -

Saaatlooe 
Haaa ..oraod• nttin& torth etteote or -UODa c:e 

ltal7'• Atrio&D oa.paiiD - 12/6/3'·••••••••••••••••• •••• 63 
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Boot Pa&e 

SilYer (arranged chronologicall7) 
1111.1r thinks purohaaing policy 1e •ore and .ore stupid 

12/8/35· · ····· ··· •• •• ••••••••• •• ••• • •• •• ••• •• •• •••• • •• • XIII 89 
a) Excluain ot newly lrlned, we are aillpl:y aiphoDing 

silver out ot Chins through (l) Japan, (2) !'.Dgland 
b) Going baok three or tour 1eara, noru.l exports 

fro. Japan equal 6 to 9 .Ulion oUDo .. J8&rl7i 
in paat nine .oaths, Japan exported 60 .UUon 
ounces 

c) Soaeone 1a profitin& on difference between J.O¢ 
(price in Cbioa) aDd world price of 65¢ 

d) Announcennt of natiooalization in Bong Kong 
12/S/Js • ••• •• •• •• •• • •• ...•• • •• • ••• • ••••••••••.•.•• 

e) Lochhead baa felt tor a week the extra silver 
pushed on tbe London market wee Hong Kong 
•onetary reserve silver 

f) HliJr teare at rate Onited States ia now progresain&, 
we will bu;r up all floating eilver and drive all 
8ilYer- us1ng COuntries Off BilY&r 

g) Etbiopia now about only country lett on eilver 
etandard 

b) HliJr want.a to u.ke change on Monday wben Japan and 
England will be sitting down together at liaval. 
Conference 

i) HIIJr pbonea FDR, who agrees: FOR euggesta intoraing 
London, Treasury is ready to buy 2 aillion ouncee 
and aek tor price; Treasury wi.ll let tb~~& know later 
about accepting offer 

j) HIIJ r telle FDR price ms;y tall 10¢ i P'DR aa:ya OK 
t) FDR eays drop !lew York price to - relation to 

London price that it now baa 
l) Lochhead a\IIUioned to IIOrgeotbau hooae at 7 P.!l. 
Sat~ (l"or Lochhead uaorand1111, aee pe,ge 121) 
l. Lochhead aaya be penaitted spread between 

!lew York and London to go tro10 t¢ to 7/8¢; 
HKJr suggests spread of full cent on Monday 

•) HIIJr intor•e Coolidge, Haaa, and Oliphant (but 
not Pitt .. n) 

Lochhead aatillatee of aaount to be offered in Londou today 
12/10/35 •• •• •• •• •• •• •• •• •• •••••••••••••• ••• •••• •• • •• • •• • • 

Locbhead..HliJr t.alapboae cooveraatiOD 12/9/'J') •••••••••••••• • 
a ) Federal ReaerYe Bank aDd Cbaaa latiooal Bank neYer let 

arltet break 
b) Each •ornin& for last aix •ontha or year, they baY& 

cabled OYer uount ot silver in the Mrket 
c) How they want aoae aort of indication that, atart1ng 

t0110rrow, Treasury will not; .Ue any bide but will 
probabq work only on often 

d) Tbe,. want. a011etb1Jl8 to cl- up buaine .. alread7 
aoouaulated t.ocla¥; II&Jr suueata 2 ai.ll1on OUIIO .. 
at. 29 J*IOe (don about 'J/8 ot a cut) 

92,93, 94 

95+ 
97+ 
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Book 

Silver (Conti.D~) 
Locbhead- HMJr telephone ooovereatioo 12/9/35 (Conti.Dued) XIII 

e) coolidge •U&geata another 2 aillion at 28t; 
IIIIJr thinlta another 2 ailllon at tl under 
(2Sf peDCe) ; agrMd 

f) Coolidge anticipates heuy selli.D& •t0110rro.• 
g) Price 1D llew Iorlt will be fixed depending on 

what happens 1D London 
BMJr (i.D Ricbaond) tal.lte to l'DR (i.D Chicago); FDR perfectly 

wUling to ha.a price drop &DOtber cent; wants to b\17 
onl7 2 m1llion ounces again tomorrow ••••••• • •• • •• ••• •••• • 

Lochheed-HMJr telephooe conversation 12/10/35·············· 
a) Boabay market hae bad break - sold down to equivalent 

of 60¢; recovered to about 60l; 
b) BMJr wants to etart toeorrow b'U7i.Dg aUver ja !lew York 

exactly ae we did gold; by b\171.Da only apot silver 
there wUl be 10- day lull during which world market 
can seek ita own level 

c) Coolidge thinka 11' price were fixed 1D Hew York, there 
would be world- wide stable •rket 

d) FDR•s train gate 1D at 11 o'clock (one hour late); 
IIIIJr wants to consult hill on next. •on; all agree to 
wait 

a) IIIIJr dictataa nota to FDR to be given to Chief Moran 
for i..almediete delivery 

f) Lochhead reports c011111od1ties about II&JIIe as yesterday 
Dow-.lones and llnited Preas ticker reports 12/9/35 to 12/11/35 
Lochhead aeaorandua 12/11/35 • •••••• •• •• • •• •• ••• •• •• • ••• •• ••• • 
Lockett phones RMJr fro. Mexico City 12/ll/35 1D the mornin&. 
IDIJr, Coolidge, and Lochhead hee.r Lockett (United stataa 

Co..rcial Attache', llexico) talk over pbooa 12/ll/35· • ••• • • 
a) More fin&noial di1'ticulties: drop 1D silver; they 

have sold too much si lver; &£raid to pUblish 
stateaent abowi.Dg note issue ia 12 million pesos 
in excess or monetary reserve 

b) About 200 •illion peaoa worth of old demonetized 
coins 1D reserve; Secretary of Maxioan Treasury 
&ales i1' United Stataa wUl take thaaa 60 llillion 
ounces of ailvar aad give hiJl gold 

o) RMJr calla Wbita RoUBe to cooter: FDR aaya we C&A 
aalta tha axcbanae at 62¢ 

d) IDIJr talla Lockett ha thinks tbara•a aa.athi.Dg 1D 
t.be x-don Agr-t on tl>ia - will aalc for ru11nc -
it uy apply ool.7 to brokara; wUl phone a little 
later 

a) RMJr nota cold and ailver actually axobanaed 
f) IDIJr goas to Hill to appear before Apprcpriat10118 

Ca.aittaa; on return, confers with Coolidge, 
Olipb.uat, and Lochhead; Olipbllllt aaya London~ent 
wbicb lleld.oo •l&Ded pratWD~a her troa ealli.DC to 
0111tad Stataa; Jllllr J.uiata 011 tl&rtbar atud7 

&) 111&1r reports anUra • t.tar to Ball 

Pa&• 

97+ 

120 
105+ 

124-188 
189 
199 
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Sil-rer (Continued) 
III&.Tr, Coolid~ , and Locbbaad hear Lockett (Ontted States 

Com.rcial Attache', Mexico) talk Oftr pbona 12/ll/35 
(Contintted.) ••••••• •• •. •• •• •.• • • ••• • • • • • • • • • • • • • • • • • • • • • • 

b) At 4 o'clock, Oliphant reports thet llexioana bad 
aisrepresented situation: 
1. SUrer reeerve: 197 Ril!1oo peace) 346 aillioo 
2 . Gold reaerva: 149 lUllloo peaoa) pesos 
3 . About sue aaount in notaa outatandin& -

and under their law they haft to ~w ... onl7 
5~ 

4. They really want United States to buy entire 
aliTer reaerre 

i) IIMJ'r reports o.ll this to Lockett and ask& whether 
llexioo wants to keep l~ reserves or is ab-aid 
of sllnr price falling; HI&Jr aaka it London 
Agree11811t 1e UDdaratood down there; Lockett says 
Secretary of Treasury wants prOTiaioo •wahed" 
(Laughter) 

J) I!II.Tr api.D pbonea PDR; aaya situation is not at 
all as Lockett reported it; also reports again to 
Hull 

k) Again talks to Lockett - llexioan Treasury official 
not present now; IIIIJr explains be tb.inka llexioo 
1a trying to Mll entire ailTer reserve - United 
States 1a not interested 

Pittman tells lll&Jr 1! d0<1est1o price is not oban&ed be 
O&rfls nothing about world price - 12/ll/35 ••••••••••••• 

III&.Tr aays be woa't llind Hel.ng silver go down to pr1ce 
where there'& no profit to anyone on silTer .. uggled 
tra. China- 401 - l2/lll3s •• • ••• •• •• ••• •• •• • •• •• ••••• 

811Jr contacts Hogate (~all Street Journal) ooncern1ng 
good story on whole s1tuat1on - 12/12/35··············· 

811Jr thi.nks, in eyes of public, s.Unr policy 1e only pert 
of monetary fiscal policy be can neither juat1f7 nor 
explain; i f it can be exposed to world now, much grief 
in oollli.ng cupe.J.iJI will be saved - 12/12/35· •••••••• •• • 

Dow-Jones and United Preas ticker reports 12/12/35· • ••••• 
Japanese exports tor 1932, 1933, 19341 and 1935·· ·· •• •• • • 
BllJr phones FDR at 9.15 12/12/35 · ·· · · · ····· · ··· · ·~ ···· · · 

a) Loodoo baa aent word they aigbt -.ka def1n1te orders 
b) Bo.bay will call at 10 A.Jl. to aaka aore offers 
o) Treasury expert. think Treasury should nry dally 

purcbaaes 
~bhead reJICIIl"te . •••• • ••••••••••••• • •••••• • • • • • • • • • • • • • • • 

a) Londoo brokers be.,. offered 5 llilliOD ounc .. of spot 
ai1Ter at 26-7/8 pence (59. 60¢); offer good unt1l 
12 o ' c1colt 

b) B<lalbay offered 2 llillioa Ollllcea at 26-7/8 pence 
o) Probably 2 llilliOD ot total 7 llill1,. will be taka 

Loobbead ..-or~ l2/l2/3S··········· ····· ·· ···· ·· ····· 

Book 

nu 199 

218 

218 

221 

225 
226- 260 
292+ 
293 
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Book P&&e 

Taxation 
RMJr discusses with Halvering idea preeeoted b7 &rOUP 

to help be a 'f)' induetey: reduce ollllber or 7ears in which 
depreciation of aaobineey can be cc.pleted - 12/4/J~ XIII 36 A- D 

RIIJ'r aaka FDR it be wi1bes to cblooge capital gains tax; 
iodicatea be does not; RIIJr •o iotorae Baruch, who 
abowa aanoyaoo• - 12/ll/35.. .... . .. . .. ........... ... . . . 220 

Tuault7, Joseph 
S.. In.cc.e Tax S\11 ta . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2'95 

Tupell , Rex1'ord G. 
IICiot,.re telle HIIJr •Preeideat ehould either dieOWD or 

back 1~"; .IDIJr agree a .• .. .... . ..... . . . ....... . .. .. .. . . 3 

- It -

llataoo, Jues (ex-Senator, Indiana) 
See ID.c~ Tax Sui tf'. . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . 295 

Waies, Sey.our 
Peter Grt- tells HIIJr aaoager of Willard Betel aaked b1a 

to intercede in his a inc011e tax case; GrU. adrleed 
aeein& Gibbons; Hl&Jr tells Gibbons to •keep out of this• 
12/5/35. . . ... .. ... . . . .. . . .. .................... . . . .. . ... 37 
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1 
Dictated in the train on Monday. Degember 24 at 9a4Q 

Saw the President Monday morning at Warm Springs. He 
told mo he wanted to rehearse What he was going to say to 
Buchanan. F. D. R. told me he thought he would not discuss 
anything but the regular budget w1 th Buchanan and would not 
~ention the fact to Buchanan that he intended to leave relief 
out of the budget. I told F. D. R. I bad given this question 
a lot of thought and agreed with him that, considering everything 
involved and our short ness for time, it would be best to leave 
out tbe item of relief until sometime 1n March when we knew more 
definitely bow many people were out of work. 

Bell and I had lunch with the President.at 2 o'clock 
Buchanan joined us . Wf'l then discussed the whole budget for 
about two hours . It locked as though the total expenditures, 
exclusive of AAA and Debt Retirement, would come to about 5 
billion for the fiscal year beginning July 1. In the earliest 
stages of our discussion it looked as though it would be im­
possible to balance even the regular budget. Buchanan then made 
the suggestion that we do not appropriate any new money for good 
roads as the money that we have appropriated now has not yet been 
used, the practice having always been to appropriate one year in 
advance. Buchanan then suggested that we cut this out for one 
year and thereby save 125 million dollars . The President told 
us for the first time that be expected to cut CCC in half, thereby 
saving another 300 million. With these two items it looked as 
though 1t would be wssible to balance the budget. On leaving, 
Buchanan warned the Presi dent that he expected to scrutinize every 
i tem closely and cut them to the bone . We had a general discussion 
on the bonus but it led no where. 

That afternoon the President and I went for a ride all by 
ourselves . I took the opportunity to tell him that I thought he 
ought to get a great personal satisfaction due to the fact that 
he had brought the Nation out of the greatest depths of the de­
p!'ession and again gave people hope . He said he did get satis­
faction out of it but the constant harping of critics took away 
a lot of the satisfaction from him. Be then turned to me and 
said, "you ought to get a lot of satisfaction yourself 1n that 
you have been instrumentcl 1n making the dollar the strongest 
unit of currency in all the World•. He said, •a man who is sitting 
in f ar off Tibet and i s trying to decide where he should put his 
money to-day he would c~oose the United St9tes of all places in 
the World" . Be gave me the feeling r~r the first time that he 
was really pleased with what I was doing as Secretary of the 
Treasury. He said to me, •atter election we both must take 
regular vacations, i rrespective of what is going on and never 
permit ourselves to get so tired again•. He r eminded mij how I 
almost cri ed when be t3lked to me about paying the bonus before 
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he left on his western trip. I reminded him that he was pretty 
tired himself and t hat he had these bad headaches about the same 
t ime. He sai d , "yes I was so tired t hat I would have enjoyed 
seeing you cry or would have fotten pleasure out of sticking pins 
into people and hurting them. 

The next day he, Bell and I di seuased the Navy ~dget . 

2 

Nothing important was changed in any ot the i tams. The only 
important thing that came up was about NRA. He seemed sold on 
leaving lffiA with a tot~l of 1900 employees, 200 of which have 
been l oaned to other agencies . Bell had talked to me about th~s 

coming down on the train and told me that he t hought there only 
o~ht to be a total of 700 employees; t hat he had been unsuccessful 
~it~ t he President because somebody had sold the President the idea 
that they needed all of these employees to write up a history of 
the regular codes . Bell said 1 "after they are written who will 
r ead them - nobody" . Bel l had asked me to help him on this item 
as he could make no headway, so when this came up with the President 
I tol d him that I thought he was making a great mistake because 
immediately on the convening of Congress he will be attacked by the 
Democratic members for not having reduced the personnel more than 
he had. I said, "if you want me to do a job for you I will and 
will try to reduce the personnel to 700 and see if some of this 
work t~at is being done now cannot be taken over by Barry Hopkins 
as a white collar project" . He said, "O .K. go ahead" , I said, 
"1 will have to be pretty rough" and he said, "that is all right". 
It will be interesting to see if he will back me up . I think it 
i s i mportant because I know that he i s going t o be very much 
criticized unless he does out down the personnel of NRA. 

I suggested t hat i f we needed another 150 million we 
could get it from the PWA as I greatly doubted that they woald 
need al l the money that they have . To my surprise, t he President 
concurred so altogether at Warm Springs we picked up 125 million 
from good roads, 300 million CCC and 100 million from I ckes . 
After concu.r ring with the President the best that we could hope 
for i s the possible balancing of the budget with a couple of 
hundred million dol lars to the good, exclusive of AAA, the Bonus 
and Debt Retirement . 

• 
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FOR RELEASE, lKJlllHNG l!EISPAPERS 1 

l:undlly, D<1canbcr 2 , 1935, 

'laahingto)n 

Pross Snrvicn 
No. 6-31 

Secretary of the Treaaury Worgcnthau is todaT offering for subacription1 at 

:-ar and accr~ed. intereat, throuch the J'edcral Reacrvo banks , $450, 1)()()01)('(11 or 

tl.eroab®to 1 of 2,-3/4 percent Troasur; bonds of 194&-471 and $4501 0001 000 , or 

thorenbrAltu , of 5-year 1-1/2 percent ?r~~aury notoe of Series c-194,, At the aame 

timo hvldera ~f 2-1/2 percent Trcnoury notoa or Seriea D-l935 maturing DooumbPr 15, 

1935, arc ~ffered t he privilQSo of er.changing their mnturing notes either for tho 

'rroruury bondc or the 'l'renaur,y notes , and tv t ho ClXt~nt auch exchange privilege is 

availed or, the offering o! bonds or vf notea m&y ~e incroased. 

Tho Trao.aur,y bonds, now offered for cash, nnd in exchange !or Tree.aury notes 

nnturiDG December 15, 1935, will be an addition t•> nnd will form a part of the 

ocriea tJf 2,-3/4 percent Treasury bondo of 1945-47 issued pursUIIJlt t o Do!lBrtmcnt 

Circular ll>, 550, dated September 3 , 1935. They arc idcnt1cal in all reapectjl with 

ouch bunda , nth which thf'.)' will be freely interch&nccnble. i'he bonde are dtlted 

Scpt.,.bcr 16, 1935, and benr inter est from that dllt~ at the rate of 2-3/4 percent 

prr annum payable scminnnll!'lly. They Yfill ~~nturo September 15, 1947, but mo.y be 

r~docmed nt the option of tho United States on nnd aft e r September 15, 1945. 

Tho rronsury notes of Soriea c-1940, also off~>rod for caah, nnd in oxchnngo 

for Treasury notes l!llturlnf; D~ocecber 15, 1935, will be dtlted. December 160 1!135, 

and will boor interest fr•a thl\t dl\te nt tee rnto of 1-1/2 percent per ontt\1111 

pn,yablc aet!iannuall,y. fhe,y will mt1u-e Decemb<>r 15, 1()-l(i, ,..ncl will n• t bo aubJect 

to call for rcdompti<.n bofl)r~ thAt dtlteo 
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inuc, rill be accorded the ..une 

exMIJ)tiOne from taxation 0.1 o.re accorded the or1g1M.l haue, and the 'l'reouury n e 

wl.ll bo accot•ded the GtUDo exemptions as are aocord_ed other issues of 'l'rooeury notes 

now outstandin~. These provieiona are apecifico.lly eet forth 1n the official 

circular o issued today. 

'l'hc 'l'recsury bonds will bo issued in two forme , bearer bonds with intoreet 

coupon• nt~~ched, ond bond• regiotcred aa to ~oth principal and 1ntcrcet; both forms 

will ho ileued in tho denom1Mtiona of ~50 , $100, SSOO, ;;;1 , 000, ;;;5 , 000, .310
0
('00 r.nd 

and $100,000. The Treasury no tea will be ioaued only in bearer form with coupons 

attached, in the denominations of 9).00, $500, $1,000, ~5 ,COO , ;;;10
0
(1()() Md ~100,000. 

Applications will be rPceived at the 7od•rnl Reacrve banks and broncbce, and 

the 'l'roctnU')' Department , Yaehi!lf;t<>n. &.nldng institutions generally will handle 

appl1ca t1tma for subscribera, but <>nly the Federal Roaerve ronks nnd tho TrootnU')' 

Dopnrtm~lt nre o.uthorized to act ae offici~ ngencioe. With respect to cash aub­

acriptiona for either tho Troosury bonds or the Troosury notes , npplicationa from 

inct~rporated banks nnd truat CCIII!p6:Cies for eltlu·r iaaue for their own !>ccount will 

be rccoivlld wit-hout depoait but will be restricted in e~~ch case and for e~>ch offerillf> 

to an 0111uunt nut exccodlllf> on~half of the combined capital and aurplua of tho sub­

scribing bank or trust compnny. Applications fr•llll o.ll others muat bo accompanied., 

if for 111<>ro than :$5, 000, by payment of $5, 000 or 5 percent of tho =ount applied for, 

whichever ie tho greater; and , if tor $5, 000 or leaa, by payment in fUll . With 

rcapect to ""change aubacr1ptione for either bnn~ or notea , a))J>l1Cllt1ona ahould be 

accOI:pdniod by a lilco face IUD<JWlt of ~1/2 percent 'l'rMaur,. note. of Sorica J>-1935 

tendered in Jl&¥ment. 
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Subject to the reaer.ationa act forth in the official circular•, eaah 

aubacriptions for amounts up to and including S~ ,OOO will be given preferred 

allotment , cash subscription• for amounts over $5, 000 will be allotted on an 

equal percentage basis, but not leas than the lll6.Ximum preferred allotment , and 

exch&nce aubacripticna will be allotted in fUll . 

Payment for any bonds or notes allotted must be made or complttod on or 

before December 160 1935, and with respect to tho Treasury bonds , whothor on cash 

or oxcl~ce subscription, muet include accrued interest from September 16 to 

Dcccmbor 160 1935. 

The right is reserved to close the boOks as to any or all subscriptions or 

claaaea of subscriptions at any time without notice, either for the TreaaUT7 bonds 

or tho Treasury no~es and with respect to the eaah offering ~r with rcapect to the 

exchange offering of either. 

Tho amount of Treasury notes of Series D-1935 maturing December 150 19351 is 

$418, 2!11 ,900. 

The texts of the official circulars followaa 
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11liiTED :;TATES OF AllERICA. 

3-3/4 PERCZNT TREASURY BONDS OP 1~? 

lllttnd and bearing intere~t fr~ Septcobor 16, 1!135 Due :;eptl'lllbor 15, 1,.? 

RrDE!JIABLE AT Till: OP'l'ION Of' TBE UliiTED STAT...::, AT PAR .A11> ACCRUED DlTEREST OW AliD 
AF'l'D! :;.ll:P'l'l.WIER 15, 1945 

Intoreot payable Warch 15 and September 15 

ADDITIONAL ISSUE 
_ .:...,. ____ _ 

1935 
Department Circular No. 55S TREASURY DEPAR'Iaa:NT. 

Office of thP Socrotary, 
Waohington, December 2 , 1!135, 

Public Ilotbt S~rviCB 

1. Thn :;ccretpry of tho Trea~ury . purouant to tho authority of tho Second 

Liberty llon4 Act, approved September 24, 1917, an amended, invitoo cubocriptiona, 

At pnr and accrued intoreot from September 1&. 1!135, from the people of tho United 

Stat9o for 3-3/4 porcont bondo of the United 3tatoo, dooigneted Troaour,y Bonde of 

lJ45-:-4?. Tho amount of the offering io $450 , 000, 000, or thereabouto , with tho 

right reoorved to the 3ecretary of the Trcncury to incroaee the offering by an 

amount oufficiont to accept all eubocriptiono for which Treasury Noteo of Scriea 

1>-1935, maturin~ December 15, 1935, arP tendered in payment and accepted, 

II, DESCRIPTION OF BOllDS 

1. Tho bond:> now offered will be an addi ti~n to and will form a part of the 

oerioa of 273/4 percent Treaeury Bonde of 1945-4? iooued pursuant to Department 

Circulnr !1o. 550, dAted September 3, 1935 , will be freely interchangeablo thoro­

with, uro identical in all ro:>pecto t~erowith , and arc deocribed in thn followinc 

quotation from Department Circular No , 55~t 

"The bondo will be dated :>eptcmber 16, 1935, and will bear 1ntoroot 
fr0111 tbat date at ~b., rate of 3-3/4 percttnt per &IUIUIIl, payable on a aoei­
annual bacia on llarcb is and September 15 in each :lear untU the principal 
emount becOtDea p~ble, ftiey will aature September 15, l!H'I, bllt ~ bot 
r ode6Ded at the opti on of tho United Statoo on aDd after Septe.ber 15, 1946, 
in •bolo or in piU't , at par a.nc1 accrued interest, OD arq intereat dq or dqo, 
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on 4 montha ' notice of redellpti~n &hen in such -or ao tile Gecret.e.J7 
of ~be Treasury Qball preacri~e. ln cane of partial redemption the bonds 
~0 be redeemed will bo determined ~ such method aa ~ be preacribed ~ the Secretary of the troauury. From the dnte of redemption deoignnted in 81\Y auch notice, inte.reat on the bonda called for redemption chell 
cenae. 

"The bonda ahall be exempt , both aa to principal and intereat, from all taxation now or hereafter impoaed by tha United States, any 3tete, or 81\Y of the pocoeaoionc of the United States, or by any local ~inc authority, except (~) ea~te or inheritance tRXOa, or gift taxes , And (b) Uadut\ted additloenl income taxes, c~only known ns a~ti\Xec, and exceao-profi t n ROd wnr-profita tl\Xen, now or herenfter impoaed by the United Gt,tea, upon tho income or profi to of individUAls, p•rtnerchips, naaocietionc, or corpornttonc. The intor~at nn an amount of bondo nuthor­ized by the Second Liberty Bond Act, Approved September 24, 1917, na emended, the princi~~ of which doec not exceed in the eggresate $5,000, ownod by any individual, pnrtnerohip, eocociPtion, or corporntion , ohnll be exempt from the ti\Xeo provided tor in clAuse (b) rbove. 
1 The bonda will be acc~pteble to secure depeoita ot public moneya, but will not beer the circulation privilege end will not be entitled to any privilege of conversion. 

"Bearer bondc with intereot coupono ettP.che~, and honda regictercd ac to t~rincipnl and interest, will be haued 1n denomi!ll'.tiono of $50, $100, $500, $1,000, $5, 000, $10 , 000 and $100,000. Provinion will bo mpde for the interchAngo of bonda of difteront denominations nnd of 
coupon end roctatered bondo, end for the tr~ofer of registered honda, under rule: end regulrtiono prescribed by the Secrotary of the !reno~. 

~The bondo will be oubject to the gen&rol regulations of the 
Treeoury Department, now or herocfter preocribed, ~ovorning United Stntes bondo. • 

II I. :;uBSCRIP'ri ON .AliD .AI.Im\IEII'l' 

1, Subocriptiono will be received at. the J'ederr~ P.eeerve bnnka nnd brnnches 

end a t the freaoury Department, 1Jr.ahin~on. Banldng inati tutions pnercl.l.Y will 

handle npplicntiono for oubooribera, but only the J'edorl'l Reserve bP.nka nne! tha 

'l'l-eeGury Department c.re authorized to act eo officid A&Onciss. Cnah subacriptiona 
from incorporated br~a nnd truot compnniea for their own account will be received 

without depo<lit but "ill be restricted in eo.ch cnoe to r.n 11110unt DDt axceedinc on~ 
halt or the combinod cnpit"l •nd aurpluo of tbo aubscribin~ bnnk or truat compr~. 
Oroh oubocriptiona trom ell othera muet be necompnnied, if for more ~ ts,ooo, 
by 1'<\7110ent of ts,ooo or 5 percct ot the ,.aunt of b;rnda 1\pplied for, ntebner 
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11 tM cr•ater: end , if for $5, 000 or lese-, b)' ]l1111U11t in full inelwlln& neerue4 

int•rect from ~~ptcmbor 16 to December 16, 1935, on the bon4a rpplied for, The 

Secrctnry of the TrcP.aury r oacrveo the r @Jlt to eloso the books no t9 1\ftY or 1\ll 

aubocr~ptiono or elnoooa of ouboeriptiono nt nny timo without notice, 

2, The Seerctnry of tho Tre~oury reoervoo the right to reject ·~ auboerip­

tlon, in whole or in po.rt, to nllot ieu thnn the t\liiOUDt of bondo applied for , to 

01\k:e allotment: in full upon nppl1entiono for 11111\ller amount.. 1\lld to mnke reduced 

~<llotmonto upon , or to reject , appl1cr.tiona for lrrgcr emounto, or to adopt any or 

all of onid methode or ouch other methodo of nllotmont Pnd e1osoificntion of 

~llotmonto ac chall bo deemed by him to be in ~he public intereot; 1\lld hie action 

in any or all of theoo reopocta ohall be finN. . Subject to theca reaervationo, 

caah cubccriptiono for amounto up to 1\lld includinG $5, 000 will be &tven preferred 

allotment , ADd each oubocriptiono for Pmounto over $5,000 will be nllotto~ on on 

equnl pereentnge baoio, but not loso than tha maximum preferred allotment: nnd 

oubocriptionn in pl'.:rment. of Tlhich Trenoury Notes of Series D-1935 nre tendered 

will be allotted in tull. Jalotment notieoa will be aont out promptly upon nllot­

eent , and the b2sia of the r.~lotment wi11 be publicly announced, 

IV. PAnml'l' 

1 , Pnyment Pt par ~d accrued 1ntereat from September 16, 1935, tor bonds 

allotted on cnoh oubacr1pti9nn muot be mndc or completed on or beforo Docember 16, 

1935 or on later Allotment. In overy cnce whore ~cnt io not ao completed, the 

~nt ~ith application up to 5 percent of the amount of bondo applied tor ohell , 

Upon declaration lllnfe by tht Secretnry Of t!te 'l'r81\IU1')' in his discretion, be for­

tel ted to the United Str.tec, Any qualiried 4epoa1 tl\l'Y will be pereitted to lll!llte 

~ont by credit for bonda allotted to it for iteolf nnd its euatomer1 up to ~ 

amount for ~hich it shl\11 be quallf1ed in exceoa of ~xiating depoaite , when DO 

notified by the Pederr1 Ro1erve b~ of its ~iatrlet , Ifp~nt le to be -.de 
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in Troroury Noteo of Serieo D-1935, mP.turing Docombor 15, 1935, the notea will be 

nccopted n t pnr PAC ohould r~compcny the gubocription, rnd nccraa4 interest from 

September 16 to December 16, 1?35, on the bonca allotted ehould be pei4 in cnah 

on or before December 16, 1935. Accrued lntereot at ?r=?/4 percent troa September 16, 

1935, to Dr>cember 16, 1935, on $1,000;4nce amount io $6.875, 

V, GENERAL PROVISXONS 

1 . Ao fiscel agento of the United Statea, Federnl Renerve bankn ore authorized 

and r equeoted to receive aubocri~tions , to make n1lotmento on he besia end up to 

tho AmOunts lndiccted by the Sccret~xy of the Tre~aury to the Foderel Reoerve banko 

of the renpective dintricto, to iosue allotment notices , to receive payment for 

bondo allotted, to me.ke delivery of bonds on full-paid eubscriptiona nll9tted, I'.Dd 

they ~ iooue interim recoipto pending delivery of the definitive bondo, 

2. rhe Secr etAry of the Tronoury ~ nt nny time, or from ti~e t o time, pre­

acribe aupplementnl or nmendntory rules rn~ rocul~tion o governin~ the offering, 

which will be COC!Dllnic.. ... t ed promptly to the Federnl Rcaerve banks. 

BENJIY WORGENTHA.U , JR. , 
Sccrotnry of the Treneury, 
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tJH l'rl:i SU'l!ES 01 AIQIJUCA 

1-1/2 PERC:SIT TREASURY ;:O'rnl OF SERIES c-1!Wl 

Dated nn~ bearing interpet !ron Dcccmb ~r 16, 1935 

1~35 
Dt!'ftrtment Circular llo, 551; 

Publlo DobtSorvio.~. 

Interest paynbl~ Ju.n .. 15 o.ni December 15 

x. 

TREASURY Dt:PABTlC!ll'l' , 
Office of thp Seer~tary, 

Washington , Dro""bcr 2, 1935, 

1 . ~o Secretary of tho TreAsury, pursuant to tho authority of the Sreond 

Lilrrty Bund .A.et, npl)rovi'CI S oopta:it·.cr 24, 1:117, as rutended , 1nv1 too eubecrir-tione, 

at par nnd accrued 1ntPreet, from the people of tt.e Uni ted States for 1-1/ 2 porcc.nt 

notre of t ho Unitt<!. Statu, d~sio>nted Tre~>sur:f Notes of Series c-1!)40 , 'l'hc e<IIO\IIlt 

of tho offering is $450,001) 01)()00 or thcroo.bouta , with thr r i ght reat-rvrd to t ho 

Sccretar•• of the Treaaury to lncrense th0 off~rint: by nn amount sufficient t o acce!)t 

all euuseriptiuns for which Treasury llotes of Srrioa D-1935 , ~mturint; December 15, 

1935, ar" t<md!'rcd 1n pe,ymcnt 1\1\d accepted. 

II , DESCRIP'l'IU!I U? liO'!ES 

1 . Tbo notes will be dat!'d December 16 1 l!I:JS, and. will bear intercat ~r.l!l that 

dAto at tho rate of l - 1/2 percent per annum, payable on a ocmia."'nool bnlia un June 15 

and Doo~.mbE>r 15 in each yoor. '1'h•Y will mt\ture Doe('lllber 15, 194C', and will not b" 

eubjcct to call for redempti~n prior to ~turity, 

2, ':!!ho notea sMll be C'Xe:~J>t , bol:h aa to princ1ral and int~rat , !r0111 all trura-­

tion (•xcPpt estate or 1nhcritonce taxes , or gift taxea) now or h!'rcafter ~oaed b)' 

the ~ltPd States, any Stat~ , ~r any of th~ poeocoeione of the Unit!'d Stntce, or ~7 

any local taxinG authurity. 

:lo '1'he notea will bo ncceptcd at po.r durin& auch time and undrr eueh rul.ce an4 

rreulat1u:.a ao oha be prucrtbed or aPJII'~ed. by the Secretary of the froaaury 1n 
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pa11Wlt or income and profits ttuea payable at th~ .,.turity o! the noteh 

4, fhe notea wUl be acceptable to eecure depodts of public IOGI1eyo0 but will 

not bear th& circulation privilege. 

5. Bearer notea with interest COUPOns attach~ will be issued in denomination• 

ot ~100, $500, $1, 000, 95 ,000, $10, 000 and JlOO, OOO. The notea will not be iaauod in 

r egiatered f~rm. 

II I o SUllSCRIP'.I'IO!l AIID ALLOTiiiEII'l.' 

1. Subac1·ipticma will be received at the Federal Reserve banks and branchca end 

at the Treeaury Department , Washington, llanldng 1nat1tutione generally will handle 

applications for aubacribers , but only the 7edcral R~aerve banks and the Treaaury 

Department are authorised to act as official agencies . Ce.sh subscriptions !rom 

incorporated banka and trust campanioa for their own account will be reoe1vod with­

out deposit but will be restricted in each cue to an amount n·•t exceeding one>-bal! 

of the combined capital and surplua of the subscribing bank or trust com~ny. Ce.ah 

aubeeriptiona from all others must be acevmpanicd , 1f for more than $5, 000, by ~ 

ment of 050000 or 5 percent of the OJ:lOUnt u! notea applied for , whichever 1a the 

greater; and , if for $5,000 or lese , by payment in tull. The Secretary o! the 

'l'reaaury resarvea the right to cloae the b •>oka aa tu any or all subaeriptiona or 

elaaua o! aubacriptlona at any time .. ttlwut notice. 

2. Tho Secretary of the Treasury rcaenea the right to reJect any aubacription , 

i n whole or in part , to allot leas than the nmount of notes applied for , to make 

allotmenta in tull upon npPlicntiona for amaller nmounts and to make reduced allo~­

menta upon, or tu rojeet, applicntiona for laraer am<JUnta, or to adopt any or all ot 

aaid methode or auch other methode of all ctment and claaaifieation of allotment. •• 

•hall be deoted by him to bo in the public interoat; and. hie action ~ any or all of 

\heao reapoct ahall be final . SubJect to theao reae~tiona , caah euboeript1uoe for 

C'X will be giYell preferred allotment , aDd caah 
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aublcri~tiu.>a for lll!:·Alllta OYer $5000<' will br nllo~~Nl <>n •m rqunl rt"rcen~tr bns1s 0 

rut nut lea& ~han thl! IIIIXil!lllll preferred llllOtotnt; and nubecriptionu ill r· )'11\0!lt of 

,.llich 'rreaeury Nutee of Ser ies D-1935 are tendl!rcd will t-e allotted in full , 

Allotment notices will be oent ut promptly up•m Allotment , IUld tho bnah ot tho 

~ll~tm• 1t will be publicly ann~.~unced, 

IV , P A YlC!ll'1' 

1. l'nyme•·>t at pnr nnd accrued interest , if a ny , for notes nllotttd un caah 

auoac rlptions must be mndo or completed on or b~!oro Dcc~mber 16, 1935, or on latP.r 

a llotmont . In every caoo whr re pe.ymen t is not so O!llnplcted , the paymnnt d th appli-

e~t \ t>n up to 5 percent ot the, nmvunt c.f notes npplicd for shall , upvn doel".rotion 

mdt'l by t he Secretary of the '1'rct1aury in his diacretion, be forfeitf'd to the Unit ed 

St<ltea . An;, qunlified depoaita.ry r.ill be pcmitted to mlc(! Pfl:ll"£-'>t by credit f or 

nllo tted tu it for itoolf nnd lts custumtra up ~o nny ~~aunt for ~hich it 

ahtlll be q\ll].]. ified in excess of o.:istint; d<!po~1ta , whrn so notified lly tho J'cd crnl 

RPo~rve bank· of ita diatrict . Trl)..'l.sury ll<>tos of Se r ies D-1935, rmturlng Dt'ce~nbar 

15 , 1935, Trill be accepted n t p&r in pnyment f,,r o.ny notes subscribed f~•l' 1\l\J. 

a llotted end such payment ah·<Uld be cade when tho oubacr lpti . n 1s tcr.d~rl!d. 

V, GE!Cl!AL PROVISIOliS 

1 , As fiscal li&CDta of tho United Stntes , F edornl Reaerve bonks n r o nuthoriErd 

nnd requoated t o r~ceive subacriptlons, to mnko nllotmrnta on tha bnale and up to tho 

wr.ounta indicat ed by tho SPcr~tory of tho Tr~eury to the Fcdo~l ReQorva bo.nks of 

th• r~apectivc districts , to haue nllotmcnt nilticea , to receive pt\ymcnt for not es 

to make d•liVPry Of noteS un full-paid aUbacriptiO!IS nllotted, And the7 

~ iaoue interim rce~ipta pending delivery of t~e definitive notes. 

2. Tbc Secretary of t he 'l'renaury my at nny timo, or fr<>111 time to time, pro.­

er lbo aupplcmental or nmendntury rulce nnd rcgulntions toverning tho otr~r1ng, which 

•ill bo communicated promptly to the Jodernl Reaorvo bnnkao 

H:!liRY IDIG:Dr:'HAU, Jllo 0 

Stoere~ of the 'l'r~ lllllT• 

Regraded Unclassified 



Decgber Ad 

KcintJT• called ae and said that he told the President 
that he should either disown Tugwell or back h1a up 1~; that 
he could not continue to do neither. Be asked whether I con­
curred with his opinion and I told him that I agreed entirelr 
with him. 

The next person that he should also do the same 
thing tor is Hopkins but the first thing be ought to do i s to 
make up his mind about Tugwell. 

************ 

H. K. Jr. sent tor O' Connor and told bJUa that he 
and Jesse Jones ought to get together and stop washing their 
dirty linen in public. 

3 
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December 3d 

Coolidge came in so excited that his hands were trembling. 
I have not see.n him this way since he talked to me about s ilver. 
He showed me an extract from the President ' s Atlanta speech in 
which the Pr esident said that we could look forward to a constantly 
decreasing deficit . Coolidge said, •we sold the bond issue on the 
strength of the President ' s statement and now you and the President 
have got to live up to it•. 

Cooli dge h~d some figures from Bell dividing the fiscal 
year into six month periods and i t showed that the second half of 
this year we will have an increase ol expenditures over the first 
six months . I said, •or course we will - what about it?• He said, 
•well, in view of the President' s speech and politically, we just 
can' t do it. We can't have a.ny bonus •. I got quite angry and 
said to Coolidge, •what is the use of putting this pressure on me. 
I can't do anything about i t il. He said, "you are the important 
fiscal person here and you have to do something about it• . I 
again said, 11it i s no use talking to me that way Jeff - go over 
and tell it to the President•. He said he would like to and I 
said, •o.K.•. I then told h1m that I thought he had his base 
for hi s figures wrong, that we were living within the estimates 
made by the President on September 30th and I could not see anything to get excited about . 

I called in Bell and Baas and they confirmed my opinion 
that we were living within our estimates and Cool1dge aga.in started 
up about the bonus and I was quite disagreeable with him. 

I asked him to stay after the others left and I talked 
to him very quietly and said, •Jeff, ther e is no reason for your 
getting so excited• and so be repliedt_ •well I have been brooding 
about this• . I then said, "that is a~ r i ght but why take i t out 
on me? Nobody can do any more than I am doing" and be said, • that 
.is true enough but I have got to talk to somebody". I sai d, "well 
Jeff when you get so excited it reacts badly on me and you are 
throwing sand into the gears of our relationship. There i s no 
sense in bringing such pressure on me . I only react unfavorably 
to it• . He said he understood and I hope he did. 

and 
the 
get 

He again asked me whether he coul d see the President 
I sai d , •absolutely but if you take the su.e attitude towards 
Presi dent as you did towards me I am quite sure that he ·will 
angry and r eact just the way I did" . 
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DBC••esa a, 1111 
OJIB 'lBLIO!Wl 1'0 KACH OP LIS'l' OP liAXBS A'l"l'ACBBD ( GOVERIOR8 W 
!WELVE FED!RAL RESERVE !WIXS) 

TREASURY PIIWICIJI) GREAT StrCCBSS PDIOD WISH 1'0 THAIK YOU 

POll YOUR COOPElU.TIOJ AID .ASSIS'l'AliCE I)f JWtiiG 'l'HIS POSSIJILK 

HKNft I IIORG Bl'l'HA '11 .lR 

• 
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ATTACHED 'l'EIJ!ORAJI TO BE SER'l' TO EACH OF POLLOWDlG NAJIBS: 

R. A. YOUJIG, 
GOVERNOR FEDERAL RESERVE BAliX OF BOSTOlf 
BOSTON MASS 

G. L, HARRISON 
GOVERNOR FEDlmAL RESERVE BANX OP JEW YORK 
!fEW YORK NEW YORK 

G, W. liORRIS 
GOVERNOR FEDERAL RESERVE BANK OF PHILADELPHIA 
pm.angr.pHIA PBJfNA 

K. J . FLEKIIIG 
GOVERNOR FEDERAL RESERVE BAliX OF CLEVELAifD 
CLEVBLAlfD OHIO 

G. J . SEAY 
GOVERNOR FEDERAL RESERVE BANK OF RICHKOifD 
RICIDlOHD VIRGIJfiA 

OSCAR NBWTOJf 
GOVERJIOR FEDERAL RESERVE BANK OF A'l'LAN'l'A 
ATLANTA GEORGIA 

G. J, SCHALLER 
GOVERNOR FEIERAL RESERVE BAN!: OF CHICAGO 
CHICAGO ILLilfOIS 

W • KoC. IIAR'l'Ilf 
GOVERNOR PEIERAL RESERVE B.A.NX OF 8'1'. LOUI.S 
8'1' • LOUIS JaSSO URI 

W. B. GBER!' 
GOVERNOR FEDRRAI· RB8BRVB BA.H OF JalOIEAPOLIS 
KilftUiW'OLIS JDJlf 

G. R. BAKIL'l'Olf 
GOVERNOR FBDBRAL RESBRVE !WfX OF ltAJfSAS CI'n' 
lt.A.BSAS CI'l'Y UNSAS 

B. A. llolO: li1IBr 
GOVBRlfOR PEIERAL RESBRVE BAliX OP DAIJ.lS 
DALLAS ftXAS 

J. u. CAL!ti118 
GOvERJiOR F KIMRAI. RBSlUliB BI.Mit OF SA.ll PBAJ!CISCO 
84JI PIWICISCO cai.IP 

6 
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THE PRESIDENT 

WARU S PRINGS GEORGIA 

(C 0 P Y) 

TBLmlWl 

December 2, 19~5 

TODAYS TREASURY CASH OFF'ERIRG 1IEN'l' OVER WI'l'li A BANG PERIOD 

WE CLOSED THB ISSUB TOHIGBT LEAVIE COIVERSIOI OFFER S'l'ILL 

OPEN PERIOD I SHOULD WORRY IF THE PRBNCH CABIHgf PALLS 

TOMORROW PERIOD BEST REGARDS 

HENRY 

7 
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FOR mtASE, IIOH!lDIG N:E11S?AP:ERS , 
'tue•day, December 3 , 1935, 

'laahlngtOII 

Preas s~rvico 
l o . ~33 

Socrotary of the '!roaeury llorgenthau announced laet n1&)lt that t he 

aub1cription booke !or tho current o!!cri~ of 3-3/4 perocnt ~e&aur)' Bonde 

ot 1945-47 and or 1-1/2 ~orc.nt Treasury Notea of Serica ~1~ cloatd at 

the close or busineae Mondny , December 2 , 1935, for tho receipt of caeh 

111bacriptione. 

8 

Cnah aubacr iptiona for oith<!r issue placod in the mall before 12 o ' clock 

miclllit:):lt , llanday, D..c<~nber 2 1 
will be considered aa M.v~ been entered 

before the close of the aubacription books. 

The aubacription boolca t or both issues will remain open until further 

nutioc for the receipt or oubaeriptione in payment of which Treasury Notes 

of Serieo D-1935, maturing December 15, 1935, arc tendered. 

Announcement or tho amw.ot of cash suba iptiona and the baeca of 

allotment will probably bo mde on Thuraclny , Deeen~ber s. 

ooOoo 
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JOR RElEASE, ~ORIIING tm'ISP.L~"lS, 
'lfodneadB.V , December 4, 1935, 

'I aah\ncton 

Prean Senice 
!lo. 6-36 

Secretary of the Treasury Morgcnthau announced last night thet the 

aubscriotion bo~ko f or the current offering af~3/4 ~rcent Treasury Bonde 

of 1~45-47 and of 1-l/2 per cent Treeeury Noteo of Serieo c-1940 will closo 

at the clot e of buninesn ~ursdP7 , December 5 , 19~5, for the receipt of 

oubecriotiona in ~nt of which Tre~oury Noten of Series 1).-1935, =turing 

December 15 , ln5, are tendered. The oubacri'Otion books for both iaouo1 

cl oned on Won~. December 2, for th~ recciot of cenh subncriotionc. 

Exchange nubocriytions for eith~r i aauo , in p~ent of which th• 

maturing notoo ere tendere~, if placed in the mail before 12 o' clock midnight , 

Thurodey , December 5 , will be conoidor•d ao h~v1ng b~en enter ed before the 

clooe of the nubocript1on booko. 

ooOoo 

9 
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iOR IliiiEDI.U& RELB.ASE , 
Thurod.ey, December 5 , 1935. 

!Rh.."URT DXP.A!miEIT 

Weobington 

PreG:l Service 
No. 6-38 

10 

Secretary of tho Treasury Worgenthau tod&¥ announced the ~becription 

figureo and the baaea of allotment for the caah offering of 2-3/4 percent 

'l'reu ury Bonds of 194>-47 and <11.-1/2 percent Treasury Joteo of Beriea C..l940. 

Reports r eceived fr~ the 7ederal Renerve banks show that subacriptiono for 

the caoh offering ef Treasury bonda aggregate over $2,034,000, 000. Subocri ptiona 

in emounto up to and including $5 , 000 were aliotted i n full end thooo in amounts 

over $5,000 were e~lotted 23 percent, but not lees than $5,000 on any one eub-

ocr iption. 

ror the cash offering of Treeaury notc5, aubecriptions aggregate over 

$2,486,000, ()()(}. Cash oubocriptionB in amounto up to and including $5, 000 were 

allotted in full and thooe in amounts over $5, 000 were allotted 19 percent , but 

not leao than $5, 000 on any one auboeription·. 

The 11111ount of each offering waa $450, 000, 000, or thereabouta, f er ceeh. 

with R reoervetion to 1ncreaoe each offering to the extent thPt Treraury Notes 

of Serica D-1935, maturing December 15, 1935, are exchanged for the new 

aecuritiea. The GUbscription booka for both iaauca were closed on Wondry, Decem­

ber 2, for tho receipt of cnoh oubscript iona, and will close tonight, December 

5, for the receipt ot excbence auhacriptiona. 

Jurtber details PB to subscription& and elletmenta will be announced when 

final reporte ere received from the 7ederRl Recerve benke. 

ooOot' 
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Deceuber 3, 1935 

Hll ,Jr. called Ucintyre and told hiJ:I that the bonds 
were ove1·-oubscribed 4·~ t 1mes and t he notes 5i times , and 
the surprising t hing, he said, 1s the proportion ot the 
conde . He said, •we are going to c lose the conversion 
Thuroday night." 

He l so said , "Here i s a little matter v;hich might 
be 1rnportent . When I V~as down therP , I made the sug­
se t1on thP t ftith the exception of the Cabinet and the 
h .. ds of depArtrJente , a four- door Ford or a "Chevy• r1as 
~o~ enough for anybody . Peoples purchases all cars. 
~~ order cn~e thr~ugh for a Buick for Ure . Dorothy Beck, 
wLo 1s t he Director of the ~:yland Resettleoent end the 
w!.f of Tile 3eck. llol-~lly I woull tell Peoples to buy 
a Ford or a ' Chevy ', but 1n view of •he tact t hat it is 
:~a . Beck I raised a question.• l.lcintyre replied, 1 Why 
briJlL it up? J uot do 11hat you or dinari'ly would. • 

11 
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December 3, 1935 

At the group meeting, t his corning, Gaston said he 
had tried to reach 3oake Car~er by telephone. Carter is 
t he r adio commentator who has been severe ly criticising 
the adcini strative reorgani~ation of Coast Guard by 
Ba llinger. Gaston said he knovts Boake Carter got the 
oessage_and 1s purposely evading us . He bas not called 
back although Gaston left a message with Boake Carter's 
eecre~ary t hat when 1t 1s convenient for ~. Carter, Gaston 
vrould like to have h i m call or set 1n t ouch with him. 

Someti me ago t he Secretary asked "Chip" Robert 1f we 
wer e charging enough for the minting of foreign coins by 
the United States UL~ts. ~ . Robert reported that the 
charge is made on a careful estimate of actual cost plus 
a margin to cover any possible contingency vrhich might 
arlee and this contingency charge 1s also carefully es­
t 1cated so as to insure no loss to the Government. 

Ur. Gibbons brought up t he Buffal o custons personnel 
s1tuat1on . l:r. t:orgenthau said that froo noiV on he wants 
t he Assist ant Secretaries to carry some of these political 
things for him. He sll1d that he will personally see the 
Cleveland matter through, but hereafter the Assistant Sec­
r etaries must •carry the ball" on these political catter s. 
He assured them that 1f they got into any difficulty , he 
would then take up the strings . UcReynolds said that on 
the Buffalo matter he t hought ever ybody except Smith ought 
to be fired and that there is no need for the Secretary to 
t alk with Congresscan Uead . Gibbons said he would see 
~ead and g ive him advance 1nforoa tion on the decision. 

Bell said he had received osveral requests for a 
supply of the 1935 silver dollars to be used for the Christ­
mas Holidays . There 1e some little expense incurred by 
t he Treasury 1n send ing out the silver dollars , but ur. 
Uorgenthau ea1d to overlook that and approved sending them 
out. 

Ur. Uorgenthe.u had asked Bell to get 1n touch with 
Ur. Uartin, of lr.RA, so the three of them could discuss 
the URA budget together . This 1s the matter which Ur. 

Uorgenthau promised the President, while at Warm Springs, 
to look 1nto. Bell reported that Usrt1n 1s out of town, 
but i s trying to reach h1m today. 
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lliss Roche brought up for discussion the allotment 
of $500, 000 which FERA had promised to give to supplement 
the $1,000 , 000 of last year which was used for grants to 
state health depar tments for health work, particularly 1n 
rural cocounities. It had been expected that additional 
funds for this work would be forthcoming when the Social 
Security Bill was passed, but the Deficiency Bill which 
provided t he funds failed of enactment a t the last session 
of Congress . Gill has been 11orking with Bell and decided 
the best way to handle the matter IVould be for FERA, instead 
of making a direct grant to the Public Health Service, to 
make the money available to Stat e health officers, but 
Hopkins refused to sign the warrant when it was presented 
to hi m on the basis t hat he did not wi sh to make grant s to 
State healt h officers . lliss Roche pointed out t hat the 

13 

work is 11l:portant and they are seriously handicapped s ince 
the money was supposed to have been made available l!ov. 15 . 
~. ~orgenthau ins tructed ~ell and UcReynolde to get toget her 
and have an answer by 9 :30 tomorrow. 
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December 3, 1935 

I had Jesse Jones and Coolidge tor luncheon t oday. 

Aoong the things we discussed was the question of 
interest rates , a dispute having arisen over this between 
Jesse and Jetty O' Connor. 

~e also talked about the possibility ot Jones being 
made President or the EXport- Import Bank and the useful­
ness ot this Bank. I feel it is important to have J esse 
as President as he would then put the bank out of bus iness 
before too much time had elapsed. 

14 

The suggestion was made that J esse make soce exten­
ston to the Chinese on their loan, but make them keep paying 
a r easonable amount every quarter. 

We had quite a discussion as to the possi bility or 
r etiring preferred stock held by RFC. Jesse made the sug­
gestion of letting the banks sell convertible preferred, 
but said O' Connor obJected to this. He di d not give 
O' Connor ' s reasons . Coolidge thought, at first glance , 
it seems a good way of financing the better banks. 

I asked Jecos to check over very carefully his income 
and outgo figures and see what he could do to turn some 
cash into the Treasury. 
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H.ll.Jr: 

Senator 
Bulkley: 

H. ll .Jr: 

8: 

H. ll.Jr: 

8 : 

H.LI.Jr: 

8 : 

a .M.Jr: 

B: 

H.M. Jr : 

B: 

H. !i.Jr: 

B: 

H.V.Jr: 

December 3 , 1935. 
Tuesday . 

Senator, I don ' t know whether you sew l(r . Moore ' s 
letter to me before be sent it -

Yes, I did. 

15 

Well, it- frankly, it wasn' t whet I expected, and -
I ' d like to read to you the draft of an answer that I 
have written to him, see? 

I appreciate that. 

And get you -

I thought - I thought he answered it Just about in 
line 'd tb what you were going to do. 

No - tbis point that be wants us to - be's telling 
me to get out regulations, you see? - He -

Well, be said th6 t be bad complied but didn 't think 
that be ought to be singled out, see? 

'Nell, of course -

- because of the gener al regulations . 

He isn' t singled out, but I can' t move on the other 
people until I take up the Presidentia1 Appointment 
first , and every - Well, let me read you the letter -

All right. 

See? It's very short. 

O.K. 

I acknowl edge receipt of his letter, 'then I say, 
' I believe that you are by this time sufficiently 
ewere of my views in the matters of tbis kind to 
realize that it is entirely impossible there should 
be any singling out of your case for unusual and 
herab action. You may be quite sure that in all 
cases •hich come to my attention in which a similar 
situation is pressnted I shall make the same ruling 
that I have in your case, unless in the special 
circumstance of a particular case more drastic action 
is called for . As I have stated before it is not 
necessary to insist that you have violated a letter 
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B: 

H. ll . Jr: 

B: 

B. ll.Jr: 

B: 

H. M.Jr: 

B: 

H. IJ . Jr : 

B: 

!I . W.Jr: 

B: 

16 
- 2 -

of any r egulation in order to support rirf decision 
in this matter . The question as to the desirability 
of issuing a general order more specifically to cover 
this subject will be considered in due course on its 
merits and apart from your case . 

' Please l et me know at your earliest convenience that 
you are prepared to comply with the r equest in my 
letter of November 20th, 1935 . 

Yours very truly , 

Nell (Laughter) I haven't any specific benefit from 
it. I - I just don ' t - don' t - I didn' t suppose that 
other would embarrass you at all -

Yes . 

Except it does make a general argument. 

Well, it does embarrass me . You see, he ' s - he 
isn' t in a position - I mean - to tell me that, you 
see? Now, - just - you see it would be very easy 
for me - the e asy way for me to be would be t o fire 
these other fellows and then sit back and wait for 
the Presidential Appointment - so forth and so on. 
Because t aese other fellows are Civil Service. But 
I want to take care of the Civil Service - I mean 
the Presidential Appointment first and taen do the 
others immedia tely following , you see? I n other 
words, I'm making it as difficult as possible for 
myself, but I think it ' s only f air. 

Well -

If you have no ob jection to that letter I'll read it 
to you again if you' d like me to? 

Nell, now, let me be quite frank about it. 

Pl ease . 

I -I regret that you feel tha t there's any necessity 
to do that -

Yes . 

I don't feel that there ' s anything in the l etter that 
l'a prepared to arsue asailiSt very auch, but 

I •a Just darn sorry you have to do it that way . 
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tl . li.Jr: 

B: 

H • .t. Jr : 

B: 

!l . lt. Jr: 

B: 

a.u. Jr: 

B: 

B.II.Jr: 

B: 

B.Y.Jr: 

B: 

B.M. Jr: 

B: 

H.M.Jr: 

B: 

B.ll. Jr : 

- 3 -
17 

Well, I ' m - I ' m sorry that he brought up t his 
question of ttese rules and regulations, you see? 
I ' m sorry he raised that, - as a condition. 

Well - it is such an awful small matter - why 
don ' t you let it go? 

No, I couldn't do that. The Department's too big . 

I don't know- I get so damned sick of the whole 
thing (Laughter) 

Pardon me -

I get so da.mned sick of the whole thing -

Me too 

It looks to me as if -

I know, w ~; 1 ve both got a lot of things to do, but -
but we 1 ve got a big Department and - while I ~on • t 

stand on dignity the Department has a certain dignity 
and the fellow is making o condition to us - he won' t 
do something unless he makes me get out a regula tion. 
Well, I can' t let the Department be put in that posi­
tion. 

Well, I- I - 1n a way that's true . I didn ' t think 
it was worded - in a way that would be offensive . 

Now, if you' d rather send - have me send the letter 
back to Moore and let him withdraw that condition, 
then I don' t nave to write him this letter . 

I couldn' t answer that without talking to him, but -
I - I doubt whether it would be desirable to do 
that . I think - if you' d 

Well -

- Just decide it would be Just as w.U if you want 
to do anything a t al.l to write the letter that you 
nave in mind . 

All r ight, well then - let -

if you' d get very much 

Well , we ' ve gone over i t and over i t . The people 
that say it - i~'s a questi on - you noti ce I 
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B. li.Jr: 

B: 

H.M.Jr: 

B: 

I! . II .Jr: 
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B: 

H. II.Jr: 
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H. II.Jr: 

B: 

B. l.l . Jr: 

- 4 • 

make this dignity in the Department, not 
Henry llorgenthau, Junior. I could - I don ' t have 
to have dtgnity, I mean . But 1t 1 s a Department 
and we ' ve all been over it -

~es, I think you 1 re quite right in maintaining the 
dignity of the Department -

Yes . 

18 

But I - I don't think that there ' s anything to do but 

No, but he - a s I say , he ' s making a condition, you see -

Well , I - I see what you mean, that it can be inter­
preteq into a condition, 

Oh, it will be. 

because it is a condition, but at the same time 
I ' d rather he'd word it in a very respectful and 
decent way. 

Well, 1t' s perfectly respectful but he just simply 
says he isn' t going to do something unless I do 
something else. 

Well, he implies that he wasn' t going to do so~ething 

Well -

\Ybat he said was that he'd gladly do it in such and 
such a way . 

But if you don• t have any objec tions - I mean - I'd 
like to send this letter. 

(Laughter) let me put it to you that I Just ob Ject 
on the ground that you can 
no questi~n about it at all -

Yes. 

I don' t - I don 1 t think there' s any particular except 
to what you're saying. 

Yes - and, but will you help me clean the t hing up? 

I want to help get this thing cleaned up 

Yea 
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any way it can be 

Fine 

- 5 -

I certainly will do what I can. 

Fine 

And I Nish to the devil you d idn 1 t have to do -

Well , I don' t either , but - and I wish he hadn ' t 
written it that way . 

19 

Well - Gosh! I thought we had it pret ty well fixed . 

No, no 

Well, I don ' t know . I ' ll do wha t I can 

Let ' s get - I t£~e it from whet you 
say that he had intended paying me the money back . 

Yes, he said - but of 
available right off -

course he hasn't got it 

No, but he ' ll give me a note or somet hi ng . 

So , he has t he obligation to do it. 

Well, let's -

And maybe he intended t o waive all quibble about 
which is right and what •s his. 

Yes , well, I 'll send this -

I thought 1. t was a darned good way to do. 

Well- well, I think if - if I ' d had a chance to 
talk to you and point this out before, you, as a 
man of affairs , would have seen the point that I 
am malting. 

Well , of course , franAly, ne and his l awyer got 
together and made that up . I didn't have anything 
to do with tha t . 

No, but I mean, it' s Just the way -

I did read it over , befor e it was aailed and I 
thought it was pretty good. 
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H.N. Jr: 

B: 

a . u. Jr: 

B: 

a . li .Jr: 
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Yes . Well, just the way I 1m showing you - but you as 
a man of affairs , you cans ee tha t, I mean, the 
Treasury Department - it ' s an impor tant Department 
and the fellow is laying down a condition. He can' t 
do it . 

Vlell -

Well now, you help me get this cleaned up, wil l . you 
please? 

Of course I want to get it cleaned up and of course 
I 1 l l do what I can. 

Fine - all right. Thank you. 

All right . 

Thank you. 
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Decel!Ober 4, 1935 

KU ,Jr., oet today with Bell, Coolidge , and UcReynolds 
to discuss the lmA budget. 

On november 15 , Bell sent the attached memorandum on 
the liRA bud<!;et to the President. (Exhibit I.) There 
l\l'e a t present 2 ,235 employees, including 250 detailed t ·o 
various agencies . Bell proposes to reduce the personnel 
by J anuary 1 to 700 people in all. Bell also reported 
that NRA ex~ires on April 1 and t here is no authority for 
:~ t o eoploy any personnel after that date . 

At t ais point , ~. ~ill, who is Executive Officer of 
liRA and an assistant to Ur . l!artin, oru:~e in . Ur. !.!orgen­
thPu told h im that wilen Hll,Jr . and Bell were 1n waro 
Sprl~s . the President had brought up this question of 
the HRA payroll and asked Bell and the Secretary to see 
if they could not have Bell ' s proposal to reduce the per­
sonnel to 700 people by J anuary 1 put into effect. lill,Jr. 
then asked Ur . Hill to state h i s pros and cons , with respect 
to Bell ' o proposal . 

Hill said the principal objection at this time would 
be a lose of the investment that has already been made on 
the etudlee program . He s a id, •we are aware of the size 
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of the organization and consulted the President on several 
occas ions and each tice he gave us h i e approval to go ahead." 
He left the attached photostat copy of the schedule which 
they broueht t.o the President' s attention on Novecber 16 
with notations in the President' s own handwriting. (See 
:Uibit II.) 

~. !.!orgenthau then asked Hill whether he had all the 
eoployees classified into groups, showing their activities. 
Hill repl1ed that t hey were classified; for instance, 
250 people were working on code hist ory program; 200 were 
on various trade practices -- open price association; a 
group of about 60 were working on labor studies; there 
were about 60 making a study of code authorities; in the 
Administrative Section t here were 600 employees; in the 
Divisi on of Review, 1000 people, and about 600 in the field . 
The Secretary listened and then said, •Then you are going 
at fu ll blast. • Ur. Hill repl1ed, •oh, llo ! .After the 
force was cut to a o inimum, following the Schechter decision, 
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we then again cut it about halt . " 

HU, J r . , asked Ilr . Hlll t o prepare a report listing 
each group wi t h a description of what they a re doing, the 
number of peopl e employed nnd t heir monthly salaries . He 
also asked f or a s tatement showing t he sal aries and des­
cripti on of duties of t he empl oyees detai l ed t o vari ous 
agencies . 

~- Uorgenthau told Ur. Hill that he under stood and 
r ea lized t he polit i cal diffi culties !TIRA was havi ng 1n 
trying to cut the for ce down, but said that if t his was 
not done between now and the first of J anuary t he Presi­
dent wouli have to take a l l the blaoe . Ur. Rill agai n 
called Ur. l.!orgenthau 1 s attention to the fact t hat the 
?resident is very famil i ar r11th the present set- up and 
~. U~rgenthau said, "I know that the President def1nl tely 
has changed hi s aind and wants your force r educed to a 
minimum of 700 empl oyees by J anuar) 1 . 1 He a l so said, 
"I want you to go back to your office and come back here 
t his afternoon at about 4: 30 with your recommendati ons as 
to just how we can accomplish this . 11 

lir . Hill then brought up the quest i on of t he f i les . 
He said they had about 301 000 , 000 pieces of paper and t hat 
t he files had t o be put i n shape f or fut ure reference. 
NAA has been i n t ouch wi th t he Uati onal Archives and a 
great deal of work had to be done on the f i les . He 
stated that he felt that two- thirds of the wor k on the 
stu03 of t he codes had been completed and inasmuch as 
so ouch conay had been expended he felt t hey should go 
ahead and comple te the study . He also felt t hat Ur. 
llarehall, who i s responsible for the study, s hould be 
consult ed befor e any def inite out i n person.nel was made . 
He told the Secretary he t hought the Depart ment of Com­
merce 1vould be t he logica l place t o transfer the s tudy 
of codes f or compl etion and he f el t certa in t hat t hey 
would be entirely willi ng to carry i t through. 

At t h i s point , Lu· . Uartin t elephoned to t he Secret ary 
from Georgia and att ached is a copy of t he conversation 
whi ch they had t oget her. (See Exhibit III . ) 
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BUREAU OP 1'HB BUIOB'l' 

Washington 

November 15, 1935 

MEMORANDUK FOR THE PRESIDENT: 

RE: NATIONAL RECOVERY ADMINISTRATION. 

On November 2, 1935, the National Recover y Adndniatration 
reported actual e~enses :ror ths months o:r July, August and Sep­
tember o:r $2, 596,814, and submitted estilllates which sh- an an­
ticipated e~end1ture o:r $4,184,111 :ror the period October 1, 
1935, through March 31, 1936. By months the tigures are as 
:roll-s: 

J.!onth Personnel Other Costs Total 
Ro. Imount 

July 1936 4,193 $844, 697 $172, 530 $1, 017, 127 
August 1935 3,256 729,439 76,203 805,6'2 
September 1935 2,968 631,675 142,170 773,845 
October 1935 2,883 618,350 179,549 797,899 
November 1935 2,892 586, 483 107,323 692,806 
December 1936 2,362 584,792 107,623 692,415 
January 1936 2,080 626, 777 99,023 624,800 
February 1936 2,080 495, 384 161,923 647,307 
!larch 1936 2,080 495. 384 2331500 728. 884 

Total $5,510,881 $1,269, 844 $6,780,725 

A:rter presenting the above tigures, it was stated that it 
might be necessary to request additional monthly allotments to 
provide :ror any employees who might be detailed to the Bituminous 
Ooal Commission. In the estimate submitted, allowance -• made 
tor 130 eJIIPloyees who were then on detail. On November 14, 1936, 
representatives o:r the Administration advised that additional ~e­
taila were being made to the Federal Trade Commission and other 
aganc1aa. They atated that these detail& were depleting the torce 
required tor the regular work ot the Adwdn1 atration and u a reault 
1t ad.ght be neoeaaary to oanoel termination noticu g1Ten to a D1m­

ber o:r e~loyeea 1n order that they be retained to replace thoae 
deta1led to other ageno1ea. It ia rq opinion that the eat1-.tea 
alrea~ aubad.tted are exoeaa1Te and that approTal o:r arq add1t10D.al 
a.nmta oan not be juat1t1ecl. 
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My interpretation or the terma or Bxecut1Ye Order Bo, 7075 
by no means co1nc1doa with that ot thoae a4mln1ster1ng N. R. A. 

Instead ot the great amount or research and 1nYeat1~1on 
that has been and 11 now being carried on, I bell~~ that 
objective should have been mcomplished by a comprehendYe anal,-­
sia of the mat~rial on hand compiled in report rorm, w1 th epecial 
studies ot a tew u:ajor, medium and minor 1nduatr1ea. 

U the above plan had been rollowed, I reel that the work 
or the revi- d1rta1on could have been pertol'IMd nth two or three 
hundred people and that an equal nUIIIber would have been auf'ticient 
to perform the other duties impoeed b7 the Executive Orders. 

With the above in mind the present personnel requirements 
tor the administration should be substantially as rollowe: 

Washington 
Field 
Details to 

orrice S75 
125 

other Agencies _£QQ 

Total 700 

Assuming an average salary ot $275 per month tor emplo,-ees 
and an allowance ot $50,000 tor operating expenses, the monthly 
requirement would be approximately $250,000, 

I am ot the opinion that every ettort should be made to 
reduoe the coat ot the National RecoYery Administration to a rea­
sonable figure, Due to notice ot t~rm1nat1on and t o the accumu­
lated leave due emplo,-ees, which the,- should receiYe, it is obv1-
ously impossible to make the adjustment immediately. 

I have "therefore made an allotment ot $325,000 tor adminis­
trative expenses tor the period November 16- SO, 1935, Ir ,.au ap­
prove, I propose to make the tollowing allotments tor the r~ms1n1ng 
tour months: 

'lhe amount 
the work on hand, 
and allow payment 
are terminated. 

Decomber 
Januar,­
:?ebruary 
llarch 

••• ••• 
••• ••• 
•••••• 
• •• ••• 

t•so,ooo 
400,000 
sso,ooo 
300,000 

Total Allot.ent 1,600,000 

proposed lsi I bel1eYe, surtioient to c~lete 
p&J' ror emp 07eee detailed to other agenciea, 
tor accumulated leave to those empl07ees who 

-a-
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It 1a 1q opinion that UDleu poa1tiYe aotiOD ia taka 
immediately, the ooat ot th1a ~enoy tor the period Deoellber 1, 
1935 to llaroh :Sl, 1936 rill be appr oltiaately trice aa ~moh aa t;he 
amount proposed. 

(Signed) 
D. W. BELL 
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Dec_,_ '· 1~15. 
Wedllea4aJ' 

The tollowin8 1a a tranaoript ot wq oonveraation tod&J' 

with Laurence J. Kartin, Acting AdPdnSatrator, Hat1onal Re­

covery AdwdnSatratiOD' 

Laurence Jo 
Mart1n: Good .orn1ng, th1a ia L. J . Kartin. 

H. M.Jr: Good morning, Jlr. Kart1n. 

L.J. K: I oame 1n to Covington thia morning ao aa to talk 
with J'OU and I •• wondering just what the probl• 
waa and hoping that I lld.ght be able to aolve it 
without colld.ug baok to WaahSngton beoauae I'm tl'J'­
ing to cure up a bad attaok ot ainu&. 

H. K. Jr: Well, I J'OU1Ye got rq l~tlq • although I've 
never had it. lfow, Ill'. Bill haa b een hare tor a 
halt an hour, - we 've got along tine -

L. J. !I: Yea 

B. M. Jr: 

t • .r. )(: 
H. X. Jr: 

L. J. K: 

H. X. .Tr: 

... J. X: 

H. x • .rr: 

L.J.Ib 

And he'a colld.ug baok at tour o'clock. I •ve ulted 
h1m tor a lot ot 1ntor.ation -

Yea 

• And we' 11 apend an hour - another hOIU' cd I 
would aa7, with the cooperat1on we 1re getting tr011 

Jlr. Bill, it would not be neceee&l'J' t or J'OU to 
OOIIIe o 

Well, I - I would oerta1nlJ' like that and I 'd b e 
onl7 too glad to ·arrange t o get in to a telephone, 
but I'm out here 1n the aunah1ne in the aounta1na 
and 1t juat -de all the d1tterence in the world 
t o-· . 

Well, that's tine. •ow, Xr. Bill's g1rl.ng ua 
evel'J'thing that we want • 

And Bill ia juet aa aound aa he can be, Jlr. Seore­
t&l'J'• 

We~.l, he - I'• gettillg what I want md I'• -
I -an I'• sett1111 oooperai1on - I can't a.ak tor 
anJtb1111 .ore. 

And I'll be baolt in WnbS~OD at the lateat • 
JIODd•;r aorniDS, Ml'lJ'e 
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B.M.1r: 

L.;J.K: 

B.lll.1r: 

L. 1.K: 

B.lll..1r: 

B. K.1r: 

B.III.J"r: 

L .J.M: 

B.III.J"r: 

L .J.K: 

B.III..Tr: 

lkmd&J' JDOI'Di118 early. 

ADd I UDderatand that the Secre • that the Preal• 
~t h go1Da to be ln Chicago on Jlon4ay -

Yea 

- I - I had a talk w1 th a newspaper -.n laat night 
I e- into CO't'illgton last night. · 

Yea 

ADd I 'll be there Konda7 morn1118 early and it 7011 
should want me sooner, ~ on six hours' notice 
the,- can get word to me -

Bo 

through the Georgia ottice. 

Bo - it'• all - what we're doiDa 1a wban Mr. 
Bell and I were down thare the Preaiden! asked ua 
to - to aee 1t we couldn't get Mr. Bell'• meaoran­
dua into ettect. 

Yea 

Bow, that • a what I'm mrklng on and I'• go1Da to 
put it all down 1n black and wh1 te -

Yea 

And we'll put ckNn our reo-•zcn4at1ona and it'• liP 
to the President whether he wants to aign thea or 
not. 

Well, when I talked with the President - I had about 
tort7-tive lld.nutea with hia two 8atur4a,-a ago • and 
I told h1a that there were two thinga to doJ either 
cut down to the dead bone with just the sparest nucleue • 

Yea 

to C&l'l'J on 1n ease ot nn legislation -

Yea 

or to apprOYe a lld.d way progr- which Dr. llal<ahall 
had planned. And he went over the prosraa with Dr. 
Jlarahall. You aee the Renn DS.naion ia the one 
that' a reall7 got the great bunch ot people. 
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B. ll. Jr: 

L. J.Jll 

a. M. Jr: 

L. J,.If: 

a.x. Jr: 

L . J.K: 

L. J.Il.: 

a. M. Jr.: 

L. J.Jh 

B. M.Jr: 

H. ll. Jr: 

-3-

ADd be looked OY~tr the A B and c Pl'CISl'... and 
approved the one ot the ~ prograa 1fh1oh readll, 
• under two thoueand b7 Ja.nu&rT the t1ret • • 

Well, eTidently the President must have ohanged 
b1s mind beoause I'• not loold.ng tor 1a0re troublee. 
And he asked ue t o eee 1t w oould work 1t out so 
we could have 1 t down to a total ot seven hundred 
b7 the t1ret ot Janua17• 

All righ~_, well, we've alrea~ out the t1eld down 
to lees ~ two t1tt7 -

•o, I Man, the wbole bua1neea. 

I Man - but I .. ,. we've g011e that tar alread7, 
,.ou seeT 

• 
cut the t1eld down to Wbatt 

The t1eld will be leea than two t1tty betore Janu­
ar,. the t1rst and no t 1oea have alreaq gone out to 
thea. 

The t1eld will be two tltt,.'l 

Will be lees than two t1tt,., - I think about two 
to~,.. 

Yee 

Well! that will leave ua an average ot about three 
peop e 1n each state and just a nucleus 1n the 
r egional ott1oe0 

Well, do ,.ou think 1t oan be cut down to eeven 
hundred'/ 

That •1ll leave 70U t1 ve hundred 1n Wash1Dgton. 

That I 8 rigbto 

1Dq -

Wo - t1ve hundred all together, exolua1ve ot the 
peeple that .,.ou loan. 

I • ob, I see. 
1t 'JOU 

Well 1 t can be dCIIle 
rith tbl ReTiew DJ.Tis1on. 

2'! 
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B. II. Jl': 

L. J.K: ' 

L. J .Jh 

L. J.II: 

R.ll. Jr: 

L.J •• : 

H. X. Jr: 

L . J.K: 

R.K. Jr: 

R.K.Jr: 

Tee - I think it•a abaolutelf eaeential, ~r. 
Secretary that we keep, at leaat, three men 
in eaoh atate or an •~•rage ot tbree men in eaoh 
atate and about, say !1tteen, in the reg1oD&l 
ot!ioea. 

Well - what I'Ye uked llr. R1l l ia to nggeat 
where ao• ot theae bureau 1n 11 R A ooul4 be 
trana!erred t o - what other departwte. 

Yea 

Seef 

Yea 

And he' a oOJIIlng baok at tour o'clock and•'re 
going to go over it again. 

Wolll the one thought that I ' d llke to leave With 
rou • that t - I honeatlr b el ieve that it'• 
eeeential, it there' a tho bareat poeeib1l1 t7 ot 
any type ot G~81'111UJ1t occtraota or new legialation, 
that we ·eliould keep our kef III8J1 - two or three III8J1 

1n eaoh atate -

I aee. 

- and aay, tour to elx aon 1n eaoh regional o!!ioe -

Yea 

- beoauee - ao that we could haYe the line at&!! 
reactT to piok 11p the load in oaae m,- new leghla­
t1on did oo- through 1n the field. 

I see. 

You oan get all the people in God• a World you want 
1n Waabington,_ 'tlut you loae theae ke,- field people 
and rou're go:uag to be &lUik. 

I aee. 

I th1n)t -

Well 

I think the 'oYer the horiaon' propoe1t1on 11 the 
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L,J,JIJ 

ae -lyo SOt tO We)r a-t .oN OIU'Ohll7 1D H­
f:ah1 DC &CIIJO ao-.1 :poraa.aol u - llan 1D Waab­
lDSt•• 
I aoo. WoU, I'll 1roop 'llat 1D ld.D4. 

'fba)r J'OU ., • .,., -oll, tha. 

~ J'OU for oa'''DI• 

Gooclbfoe 
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At the group meeting this corning, Ur. Uorgenthau handed 
:Jr. ~cReynolds a mecore.ndwn on a young wocan, !lise Lliriam 
Rosenblum, who is a.nxiou.s to become an Internal Revenue agent 
and vcho has qualified for the position with the Civil Service 
Coouieeion , but who is being discriminated against in Internal 
Revenue, eo she claims , because she is a woman . He instructed 
~iss Roche, lire. Klotz and ~. UcReynolds to have a report for 
h~ by ~onday corning showing whether Uiss Rosenblum is being 
discriminated against and the reasons tor discrimination. 

!lr. Uor genthau reported that he t hinks he has a method w!lich will encourage canufacturers to replace t heir old ca­chinery . ~e eaid various plans have been sub~itted, but he believes this ~ne offers the best solution. ~is idea is t h is: he would like to say , for exsmple, that for the year 1936 any 
•Janufacturer can write orr in that year ten percent over and above what the Bureau allows ror depreciation on machinery 
end deduct it from hie income t~~ . provided he spends that 
ewount of money within the calendar year of 1936 for replace-cent of cach1ne1•y and equipment. In this way a man could 
~ite ott , say, a million dollars of his incone tax tor in­
creased depreci ation and spend the milli on dollars for new 
machinery . He suggested, tor example, t he public utilities. This industry, he sai d , i s going as well as it did in 1929 , yet their machinery is antiquated, and while they are making a good profit they are not spending a dollar on new machinery. The Secretary said he had t elephoned to Helvering last night 
to aslt h im whether we could writE< off this aeprecilt'tioil wi tl'lout. new leeislation and Helvering said we could. 

Ur . Uor genthe.u brought out the fact that this idea refers particularly to companies t hat are making coney because they are the companies that pay i ncoce taxes and can afford to buy 
new cac~inery and at the same ti!Je it will do them eome good. The idea is based on the hope that it will result in a heavy increase in employment for industry. 

The Secretary asked the group to give the suscestion very 
serious thought and said he would like any o~ the group who had any new ide&s on the subJect to contact Ur. HAas. The Secretary also acked ~. Haas to give t he study of this pl an 
!lo . 1 preference in h1s shop. 

Bell reported t hat he had secured the $500, 000 for the State health work. This was d iscussed by Uiss Roche at t he 
group ceet1ns yesterday. Attached is a cemorandwn from ~lea 
R~che explaining t he ~ifficultiee wn1ch had been encountered 
in securing the necessary funds. 
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TREASURY DEPARTMENT 36 

tNftll Of'Pic:a COOIMUNICAT10N 

oAn Jlecnber 5, 1938. 

•o Secretary lilorc-tbau 

'""" Joeepbine llocbe 

Drl;r in •oTnber, llr. Bopld.ne aueed \o ~lot $500,000 \o the Pul>ltc 

Haalth Se.rTice for ~-t to the State• to aNt wpnt ~ th needa. !be 

million doll&ra which bad bNil uanted l&at ;rear froa J'edaral .. rpac;r 

Relief AUiniatratton fllllda wu e:.m.uated. State IIMl.th DepartMnh kept 

alr:ehtcn orpniutione topther, aotMtiaee witlunlt aal&JT, while then waa 

a ho~ of ptt1nc S.cnarH:r Act acnq. It wu wbc we raaliaed tbet we woul.4 

no t cat tbie acne:r thet we went after an &441tlo~ uant fro• llr. llopldJle, 

aince the urpnc;r of the need becaae aore acute each 4a.;r. 

lot the ~etion of llr. Corrlncton Gill, and w1 th the cooperation of 

the :Bureau of the BD4«et, a aetbod of allotaent wu workttd out to effect 

pa:runt of tbie aone;r directly \o ltate JIMlth Ofticera. It wu tbouPt 

tbie aetbod WOUld be taater than waitillf; t or a 1~ ._ t~efer \o clear 

tbro~ the Co~tptroller General . llr. Gill outlined the procedure which 

the Public Bealth lerTioe wae to follow with the State lle&J.tb Of!icera, 

go1nt; ae tar ae to requeet that a dApoeitar;r bllllk be _, 1n each lowit:r 

to handle the traufer of twlde. 'fbie procedure ae followed, and the 

nec .. ear;r papen forwarde4 for llr. Bopldne' Upat11n. Be reh.H4 \o eip 

tbn beoa .. ba e&id bot WOUld not ..a ~te 41rectl:r to late IIMl.th 

Ofticera. -' 

!be al\ernaUn of ~lottlnc the ti!OO,OOO ill a 1~ na 41reo\l:r \o 

the Pllbltc IIMl.th ,.moe ..Ur leotloa SOl of the •uet .Act 1e- 'beiJIC 

1101'11:84 OIL\, 
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n.ll. Jr.: 

Dec.-ber 4, 1936. 
Wedneeday 

Henry Morgenthau -
Guy To 
Helvoring: Yea 

B. !J, Jr. : 

o. T.R. : 

B .• Jl. Jr. : 

G. T.B.: 

H.M. Jr. : 

G. T. H.: 

B. M. Jr. : 

B. U. Jr.: 

O, T.R.: 

H, M,Jr,: 

O, T, H. : 

H. 11. Jr.: 

Some people came in today with a very interesting 
idea and I wish you'd give it serious oonaideration. 
And that is, in order to help out heavy industry the 
thought or r educing the number or years that people 
can wri to ort their lll&ohinery, you see? I mean -
lot' s aay - I don' t know let 1 a say that the ruling 
ot the Department 1a the il.te ot a locomotive 1a say 
twenty years. 

Yea 

Well, let's aay we' d aay to tho railroad, 'You c an 
write it ott 1n titteen years'. 

Yea 

See? 

Yea 

Now, of course the boat example is the power companies, 
the Public Utilities have got a good buaineu now; 
they're at their high. And they tell me that their 
aturt ia all obsolete and if they could t ake a quicker 
write-ott on some of this stuff there 's millions and 
millions of dollars of lll&chinery to be bought, see? 

Yea 

Jlow, aren't the nUIIber of years on this - all this 
atu1'f - the wioite-ott on heavy lll&ohinery - 1an't that -
aren 1 t th~a• all rulings nth you? 

Yeo 

Yea, we've got all over all ot those, you know 
on this depreciation 

I know. 
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H.M.Jr.: 

o. or.a.: 

H. M. Jr.: 

O. T.H.: 

H. M. Jr. : 

G. T. R. : 

O. T. H.: 

H. M. Jr,: 

G. T. H, : 

R. I.!. Jr. : 

G. T. H. : 

H. M.Jr. : 

O. T.H.: 

B. u. Jr.: 

G, T. H.: 

H."'· Jr. : 

G. T. H.: 

H. )(. Jr,: 

· 2-

I know, but, could you tue a rreab look at it to· 
morrowf 

Well , (Laughter) 
r ight now. 

I'm in bed up at ~ apartment 

Ob, I didn't 
111? 

- Well, could you have are you 

Oh, no, I 'm not ill, I just got a rlare-up in ~ 
knee again 

Well, I 

and I ClAD ' t walk. 

Well , I 1 m terribly sorry. - Whoever baa that down 
ther e - somebo~ who hu that UDder him, could be 
take a look at it? 

Yes , I 'll get that to Hatchet, who h the head or 
that valuation section and rigure it out 

that Division have a talk with him 
and see what he 1 a got 

Well, would you do that in the morning? 

. Yea 

And then - tel1_ him to eon aider the thing, whether 
we can do it without legislation. 

Yea 

See? 

or course, we can we can do that on rates, I think. 

On what't 

On the rates we allow. 

How would that be? 

Well, instead or allowing W'bat we bad, you know, ten 
per oent or twelve per oent,we•d just have to increase 
that t o thir - twelve and ritteen or rirteen and 
twenty. 

Yea 
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G. T.H.: 

B. M. Jr. : 

G. T. R. : 

H. U:. Jr. : 

G. T. H.: 

H.l!.Jr.: 

G. T. B.: 

B. Ill. Jr.: 

G. T. B.: 

B. L!.Jr. : 

G. T. H. : 

G. T. H. : 

R. LI. Jr. : 

G. T. H.: 

H. L!. Jr. : 

H.M.Jr . : 

G. T.B.: 

G.T.B. : 

ADd that W&J' we could work it out, I tb1nk. 

See! 

Yea 

Well, I 'm very aerioua about thia it• a - I get 
liD awtul lot or idea a and it 1 a one or the beat that' a 
walked in here 1n a long time. 

Yea 

Bow, the same daJ' - a rellow came 
in r rom the Lima Locomotive but his suggestion I 
don't think was nearl7 ae good. That was that we 
do What they do abroad - tell them ir they spend 
a ~llion dollars on new machinery they can deduct 
that from their income tax. 

(Laughter) 

Well, the71re doing that abroad. 

Yea , but -

But, I can't a ee that at all. 

We wouldn 1 t g et any money rrom any or those heavy 
industries then. 

Bo, but 1r w told them they could speed up the write­orr, I think we could get I think we• d get - that 
the,.'d begin to buJ'• 

Yea 

And I could very quickly tind out. 

Yea 

You aee' 

Yea 

But I don't want t~ make a move until I tirat rind 
out whether we have the power to do it. 

Well, yO'It aee, Mr. Secretary -

Yea • 

Well, you re~er when we had that terrible tight 
up in Congreu about tbair wanti.Ds to - to talk 
a aeventy- tive per oent depreoiat1aDI 
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G. T. B.: 

H. l&. Jr. : 

O. T. H.: 

B. l4. Jrol 

G. T.B.: 

o. T.B.: 

G. T. B.: 

H. M. Jr.: 

G.T. B.: 

H. M. Jr.: 

o . T. B.: 

O. T. B.: 

H. M. Jr.: 

G. T. H.: 

H. M. Jr.: 

O.T.B.I 

Well, this is right in contravtmtion 
we passud this tltty-tour twenty-two. 

Yea 

But I 1 d be glad to work on that -

ot that whtm 

Go into the mole thing and tell the tellow, 'llhoever 
has got charge ot it 1 that as soon as he's got some­
thing, it you're still laid up, to call me and I 
want to see him. 

Yes 

Will you? 

lll right. 

But I - you're not in pain are you? or does it -
is it paintul' 

Yes, very paintul, but then I - as long as I stay 
in this position I think I'm all right. (Laughter) 

Well, I 'm sorry. 

Yes 

But you tell this tallow, whoever it i~1 to get it 
just as soon as he's got it. Whet 1 s 1:11s name? 

Well, Vr. Ratchet is the tallow in charge ot 
on that and places all these valuation 

Ratchet? 

Ratchet, yes. 

o. K. Thank ,.ou. 

I • 11 talk to bill. t1rat and then to the Ulli t. 

Right - Thank you. 

Goodbye. 
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37 
Decgbtr ftt.;a 

Last night Peter Grimm told me that the Manager of the 
Willard Rotftl came to see him in behalf or Seymour Weiss. He 
said be knew Seymour Weiss as a hotel mRn and a home loving person 
and that he was very much misunderstood. 

He tried to find out !rom Grimm what we were going to do. 
He said Seymour Weiss is terribly worried. Grimm told him that 
there was no use talking to the Secretary as he would not lean 
over forwards or backwards in this case. The Willard man told 
Gr1Jillll that they knew that. Then Grimm did what I thought was 
very stupid - be took him in and introduced him to Steve Gibbons . 

I spoke to Steve Gibbons this morning and, in a very 
nice way, told him to keep out or this ; that it Seymour Weiss 
wanted to talk over his income tax case that be could either tell 
it to the Judge or the Department of Justice. Gibbons asked whether 
be could not arrange for him to see Irey or somebody and I said, 
•no, Steve, please keep out or this". 
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-4.)/t--t ,.~ l tduro ,o Uoom 25;) 

-:- "A~ 
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vvt<f!_ 7'-J:::.7f:~ . 

For mail receipt tor letter sent to Moore see Ka11 Receipt• 
12/3/35 
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H, M. Jr.: 
c. E. 
Moore: 

C, E.IL: 

B. M. Jr .: 

C. E. M.: 

B, H,Jr. : 

c. E. K. : 

H.IJ. Jr,: 

C. E. M. : 

H. M. Jr.: 

C. B. M. : 

H. l!. Jr.: 

C. E.ll.: 

H • .M. Jr.: 

C. E. M. : 

C. B.K.: 

H. M. Jr. : 

Holl o, Xr . Moore? 

Yea 

December s, 19~5. 
Thursday 

Henry Morgenthau, Junior. 

Yea, air. 

Did you get my letter? 

I got your letter t h ia morning, Mr. Morgenthau . 
I don't know why the delay. I've bean a!ok ~or the 
last couple of daya with a terrible cold. 

Well, I ' m sorry, 

And I juat got down this 1110rn1ng to take oare o~ 
this -tter and I 1m1 soing to take care o~ that 
thing the first chanto e I get. I t al.ked to Mr. 
Russell this ~ternDon. 

Yea, I asked him to 

Yea, but what does that mean? - I mean. 

( Cough&) Pardon me, I had to cough. 

Yea, but what 
oare o~ i t 
or what? 

does that meanT - you're going to take 
I -an, does it mean twenty-~our hours 

I - I hope to be able to do it t omorrow. 

Oh, you do? 

U I oan get out o~ bed tomorrow I'll he down and 
take care o~ it. 

I see, and -

Well now, when }"'U aay you are going to take care it, 
I mean, are you going to write me another letter, or 
are you going to co- through w1 th it now1 

Regraded Unclassified 



c. E. M.: 

B. M. Jr. : 

C. B. !of.: 

H. ll. Jr. : 

C. E. M. : 

H. M. Jr.: 

c.E.u.: 

H.. Ill. Jr. : 

C. E. M.: 

H. J4. Jr.: 

C. E. M.: 

H. M. Jr.: 

C. B. M. : 

C. B. M.: 

H. M. Jr.: 

C. E. M.: 

H. M.Jr.: 

C. E . M. : 

B.u. Jr.: 

Well, I - frankly, I wanted totalk the matter over 
with Senator Bul.kley U I can. I tried to 

Yea 

Well, I've been awtul.ly patient, Mr. Moore , on thia 
thing, you know. 

Yea 

And, I I'm not I don 1 t 

I atill think, though, Mr. Secretary, 
that that treatment ia unfair -

Well, I don ' t agree with you at allo 

Well , that of oourae doean 1 t matter. 

Yea, and - I mean I can't wait 11111ch longer eo -
what i s tomorrowf - Fridayf Well , I 1 d like a 
definite anawer from you on my deak at the lateat 
Monday morning. 

Well I 111 tell you, I ' ll either -

And let•a leave it th1a way if you're not going 
to comply with my requeat I w1ah t hen you'd come 
down to Washington, if you ' re well. 

Yes, I'll be very glad to do 

I moan, if you don ' t comply with my requeat please 
be here Xond&y. 

I 111 try to be there Monday - i f 

Let me have either a letter compl ying with f111 request 
or else come down i n poraon. 

I see. 

Yea 

All right. 

~ you very 11111cho 
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55WCR 57 Dl. 

IJrruuru lrpartlllrtd 

TIILIIOIIAI'H OP'P'ICII 
COL.UMBUS OHIO 401 P 5 

HON HENRY MORGE:NTHAU, .J R. 

Return lo It 

1935 DEC S PM 4 39 

fAL.S£ OAT£ ON YOUR L.ETTER GIVES IMPRESS ION YOU ARE TRY I NG TO 

PUT REC IPI ENT I N POSITION 0~ TAKING UNREASONABL.E TIME TO ANSWER 

STOP TH I S COUPL.EO WITH PRESSURE THROUGH RUSSEL.l. OUP. INQ MY ABSEIICE 

fROM CL. E: VEL.ANO MAKES IT Olf~ICUL.T TO CONTEND YOU ARE NOT INTENDING 

\ . ERSONAL. PE:RSC:CUTION STOP SORRY YOU ARE: PUSHING SITUAT ION INTO 

UNAVOD IABL.E: CON~L.ICT BE:T~N YOU AND ME. 

ROBERT J • BUL.Kl.E: Y. ~4Qp 
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Oeo•ber &, 1Q35 . 40 

A group met in the office or the secretary or the Treasury at 

9:30 n .~. to discuss estimates of reven~e ror the fiscal years 19~ 

end 1Q37. 

Those pr esent were: 
Mr. Henry Morgentheu, Jr. s ecretary or the Treasury 

Mr . T.J . CoolidFe, Under secretory of the Treasury, 

Mrs. a.s . Klotz, special Assistant to the secretary , 

Mr . o.w. Bell , ~ctinc Director, Bureau of th~ Budget , 

Vr. Herbert E. Gaston, ~ss istant to the Secretary, 

~. Geo. c . Haas, Bureau of Research & Statistics, 

Mr. n.S. McLeod , Actuary, Bureau or Research & s tatistics , 

l.!r . Frank oow , ASsistant Commissioner of Customs , 

Mr. C.A . Freeman , Chief, Division of Research & Stetis tios,Customs , 

Mr . V.H. Self , Assistant Qeputy Commissioner, Internal Revenue , 

Mr . V.L . ,leeks , Chief , Stati s tical Section Internal Revenue , 

Mrs. B. Wetherton , Special Assistant to the Commissioner, 

a.!r. C • B. Uph811L. 
Mr. McLeod read a summary or the es timated receipts for the 

f\Gcal vear 1937 by classes or receipts. The summary is a ttached • 

.. number or t ables and charts accompanied the summary. 

Mr. ~cLeod explained that he had not covered the items or 

miscellaneous receipts because those are within the purview or the 

Bureau of the Budget. 
In connection ~ith the~ discussion, Mr. Bell and Mr. Norgenthsu 

discussed t he sale or seourit ies by the Y'IA through the RI"C and the 

resultant use or the proceeds by the PlA as a revolv~f fund. 

~ey were agreed tha t it would be desir able t o arrange ror t he 
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proceeds to be paid back to the Treasury r a ther than being aade 

av~llsble to the Pl~ tor additional expenditures. 

Ther agreed to take the matter up with the President. 

At the suggestion of Kr. Haas , Mr. McLeod elsa referred to 

a discrepancy between his es timates or recei pts fro:n beck t axes 

and the est imates of the Bureau of Internal Revenue . 

41 

I t was sgreed tha t those f i pur es ahould be reviewed e~ain end 

perhaps a new estimate pr esented . The estimates submitted by 

Mr . WcLeod , based upon conversations which he had bad with persons 

i n the Bureau,were s~ewhat hi gher than those submitted by Mr. Self , 

J.:r • .,eel«! end Mrs . ;Tethe rton. 

ur. Morgenthau felt t hat it mi ght be well to be conserva tive 

i n the es t imates on back t a xes , beca us e , as he sa id, they do not 

come rrvm a bot tomless well -- the collections each year bringing 

the Bur eau closer down to current taxes . 

It was sta ted the t the es timeteo submitted f or all classifica­

t ions or r eceipts were on e conserv1 tive basis, the r ~b~es being 

for the ~ost part minimum expectations . 
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Etti!lt• of lt4fral Reveput ig the lit£•1 Year 1937 

Total rocoipta for the fiecel year 1937 are estimated in the 
amount of $5,680 million, or an increase of $1, 2g5 million over ee­
ti~ted receipta for the fiscal year 1936. Of thia increaae, $509 
aillion are eatiaated to COlle from the railroad retireunt tax, the 
bit'a1011noua coal tax, and the social security ta:r:ea, eourcea which 
are est1~~ated to provide only e=all acounta of revenue in the filcal 
year 1936. Total receipts excluaive of these itema are estimated at $5,133 million, or an increase of $776 Dillion over the eatimate for 
the fiscal year 1936. A aummary of actual receipts in the f iscal 
year 1935 and esticatee of recelpta for the flacal yeara 1930 and 1937 ia preeented in !able 1. 

Internpl Revenue 

I ncome Ta.xea -

Total income taxee are est imated at $1,903 million in the fiac&l 
year 1937, or an increane of $529 mill ion over the estimate for 1936. 
Of thia increase, current corporate income taxea account for $212 mil ­
lion and individual incoce taxea account for $307 million. !"Ae ReveDUe ACt of 1935, which firet appliee to inco»ea received in the calendar 
year 1936, ie eatia&ted to provide $42 Dillion of t he increase in cor­
porate incooe taxea, and $b2 aillion of the increase i n individual in­
come tnxoa in tqe fiacnl year 1937. !"ne reoninder of the increaaea 
reflect• i~roved earning& and incomes in the calendar year 1935. and 
estimated further improveMnt in the calendar year 193b. For the cal­
ender year 1935, corporate taxable net income is esticated to increue 25 percent over that for 1934, and in t he calendar year 193b to increase 
2S percent over the aoount for 1935· Tnxnble net income of all indi­
vidup~a in tho income claaseo oi $5,000 and over is eetimated to in­
crease 28 percent in t he calendar year 1935 over that f or 1934, aod 
to 1ncrea.ae 29 percent in tho calendar y ear 1936 over incoaes for 1935· 

~ne above estimated increaaea in eoroorate and indlv1dual incoaes ore baaed chiefly upon estimated 1nereaaes in the Fodoral Reserve Board Index of Industrial Production, the Bureou of Labor Statist ics, All 
Co==ndity Index of Wholesale Pri cea, tne Bureau of Labor Statistic&, 
Index of Factory Pa:n-olls, and the Standard Statistics £ .. r age Price 
of 421 Stocks . T"ne incl.axoa and taxable incomes for t he 7ears since 1929 are aho1m on Table 2, 

Froa !able 2 it will be observed that eetimated corporate net in~ 
come for 193o epproxiaAtee that o! 1930, when the Fecl.aral naaerve :Board Index of l '1duatr1al Prodnetion wu about the aa:e as that estimated 
for 193o. In the case or indivldllal incor.~ea, the total taxable 1ncoae 
abo•e $5,000 ia lese t han that of 1930. The relatively eoaller volu=e 
of individual incoce reflects a change aiuce 1930 in t he co.position 
of incomee, w!Ueh 1a not accurately ceaaured by ~s 1n the Fecl.aral 
baene .Boord Incl.ax of Iacl.uatr1al Prodnetion. 
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.U ahown in Tables 3 Md 4, the various aourcea of incoae in 
1936 vary considerabl y from t he amounts in 1930. Wagea and aaleriea 
and other income are coneiderably leas than 1n 1930, beenuse buaineee 
nctivity in gener al hal not increased in p roportion t o t he recovery in 
lll&llu1'acturea. Dividends are aleo lese t han in 1930, for in that year 
dividend paynents wore atill at a high ra te in consequence of aaveral 
precedin& years of hi t;h earnings, whereas p reaant low dividend po;r­
nents reflect several years of sever e deficita. Profits f r om aale of 
aaaeta are in larcer aaount than i n 1930, chieflT becnnse stock prices 
han abo= • r ilin& trend during the peat ;year, and are forecast to 
increase further in 1936, whereas, in 1930, atock prices were in a 
downward t r end and aubstnntial losses "ere t oken. It should be noted 
ti~t the estimated increase fron this source in 1936 i s due mainl;y to 
sale of assets held leas t han 2 years. A relatively small amount of 
profi t s is estionted from assets held more t han 2 years , because auch 
pr ofi t s ere now t oxnble at the bracket r a tea, instead of at 12t per­
cent. Chiefly becauae of this factor and t he low level of dividend 
poynenta, ineoces over $1 million ere eatimated in relat ively amall 
U~C>unt as CO!!!)>IU'ed wltb ineones in the lo'Hr bracketa. 

MiacelleAeoua Interna1 Revenue -

Uiscelleneoua internal revenue is estimated to yield $2,lo6 mil­
lion, on increase of $251 mill ion over the 1936 es t imate. Pract i cally 
all sources of miscellaneous internal revenue are estimated to increase 
i n the fiscal year 1937. 

Capital stock Tax -
The ~ital s t ock tax is estimated t o increase $75 mill ion over 

the 193o estimate, because of the >1>935 Revenue .let 1'1il1ch increased t he 
ra te of tax froo $1 to $1.4o per t houaand dollnra of adjuated declared 
value of capital atock, and imposed an excaaa profits tax of 6 percent 
on earnings in exceea of 10 percent, but not over 15 percent of adJusted 
declared value, and 12 percent on earnings in excess of 15 ~ercent of 
adjusted declared value. 

!state end Gift :axea -

43 

Receipts froc t he eatate tax are eatiaated to increase $77 ail­
lion over the 1936 eatl.cate. The increase reflects higher value of es­
tat es during the f i accl year 193b, which 1a the baaia of coll ection• in 
the fiscal year 1937, and the Revenue .let of 1935 which will be reflected 
in re•enue in Decmber 1936. The Revenue .let of 1935 providoe for lar«&r 
r evenue froo eatetea by lowerin& t he exemption froo $50,000 to $4o,OOO, 
and by 1ncreneing t he r ntee of tax. 

-
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Revenue from the gift tax ia expected to decline $35 million 
from the 193b eatimate. The lnree revenue i r on thie aource in 1935 
reflected a large volume of gifts made in tha calendar year 1934 in 
anticipation of higher income tax r~tea and eetate tax r atea, and 
because of conaideration given to an inherihnce tax. l'Or the -
reasons a wp volw:~e of &Uta was probably cad• in the calendar year 
1935 , and theratore. revenue froa thia aource is expected to continue 
in large acount in t bo fiscal yeo:r 193b. However, no such incentin 
for r .udng of gifts 1a expected to occur in the calendar year 1930, 
and revenue in the fiscal year 1937 ia eatiD&ted to decline to a nor­
cal ru:~ount . 

Distilled Spirito. Wines. QAd Fermented Liguore -

Revenue from these sources 1a eat111ated at $556 million, an in­
crease of $&3 million over the l93b eati:nte. The increaae ia chiefly 
accounted for by eati=ated increaaea in the consucption of diatilled 
spirits and beer, in consequence of improving Quality of t ho products, 
lo\Ter pricea, broadening of the drinking habi t, and increaa 1ne incomes. 

Tobacco ! Muti<Ctures -

This source of r evenue is estimated to provide $504 million, an 
increase of $26 million over t he 193& estimate. The increaae is due 
&loost enti rely to an increase in t he conewnption of small cigarettes. 
The consumption of this product haa increaeed steadily duri~ the paot 
several yoara , while t he consucption of other tobacco product• hna 
declined or hna ehotm little cb.anl:e. 

Poeunent,rv St~ Texee -

Revenue froc t his source is eatil:>ated a t $90 million. en increaae 
of $29 Qillion over the 193& eaticate. Tbe increase ia chiefly in eon­
sequence of the expected incraaae in the volume of refunding, of 
probable new financing. end probable hit>)ler trading activity on the 
stock e~chanaeo . Stock trading has increased during the paet few months, 
end because of probable higher corporate earnings and secur1 ty pricea, 
an increased volume of tradinS should be wi tneesed in the fileol year 
1937. 

!!r,nutacturtrt • Excise 'lNea -

lanufacturera• exciee taxea are oatwted 1n the aaount of $393 
million, an increaae of $29 million o•er the 193& eetia:>.te. fhe taxes 
on gasoline end paaaenaer eutoaobil .. provide the maJor part of the in­
crenae in revenue in thie group. Revenue from the former ia eetimated 
at $17S oillion, an inoreaae of $10 million over the 193& eati .. te. 
Revenue f r oa the latter ia estimated in the .-aunt of $54 million, an 
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1ncreaae of $7 cillion oYer the 193b eatisnte. The latter eatiaate 
ia baaed ~n a probable increaae in t he doaeatic ooa.uaption of pae­
••ncer cera troc 3 aillion in the fiacal year 193b to 3.5 cillion in 
the fiscal year 1937. 

Other sources of r eTonue under gnnufaoturera• excise taxee are 
eati!!ID.ted to show only alight cilanl:e for t he ree.aon that they nre 
chiefly consumption goods which fluctuate moderately ! roc year t o 
year . 

l!hcellaneous Ta><:es -

Revenue f ro,. sourcu under thie classification is estimAted at 
$99 aillion, an increase of $9 million over the 193b eaticate. About 
$6 Dillion of this increase ia eat icnted to cone f rom the tax on vege­
table oils, chiefly in conaequence of e shortage of domestic cotton­
seed oil, lard, and tallow. Other aourcea of revenue under t l.ie group 
are not expected to cilanee ai6JliticMtlY, aa they consist of conWJI!!)­
tion gooda or services which show saall annual fluctuations. 

Processing !oxea on l&rr.~ Products 

Processing taxes ere estimated a t $547 million, en increase of 
$lo ci ll ion over the revised oationto of $529 million for the fiecnl 
year 1936. The eatiaate contc.1ned in the Budget Swwe.ry of September 
1935 i s lowered froa $53b mill ion to $529 mill ion, because of a change 
in the r ates of tax applied to t obacco products which waa effect ive on 
October lst of thin year . The increase in t he estinate for 1937 is 
GUe to est imated 1ncreaaea ih t he coneumption of cotton, wheat , and 
hog products. 
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inilroad Enployees 1 Retiregent TAX 

Revenue !rom this aource is derived !rom An income tBX of 3t 
percent o! the co~enantion (not in oxceaa o! $300 per month) of each 
oaoloyee , ea defined by the ~ct, end en excia8 tax on carriere equal 
to" 3i pe.rcent of the co:rpenaat1on (not in excess of $300 per 110nth) 
paid b,y it to ita ~loyeea . Practically ell the revenue is derived 
t roo taxea on pay rolla o! railroads. 'l'lle tnxea becoae effective 
~ch l , 1936 and tereinate Pebruary 28, 1937· 

In the fiscal yoor 1936 only one quarterly payment will be re­
ceived in the amount o! $33 aillion. In the fiscal year 1937, three 
~usrterly payments will be received, amountina to $102 million. 

lli tUIIIinoua Coal Tnx 

Revenue under thh tax is eatilul.ted at $5 .6 million in the !h­
eal yoar 1936, 8Dd $12.3 mUlion in the !heal year 1937. The eat1-
lll3te is aoal.ler in the !heal year 1936 beC811Se revenue 1a not ex­
pected to eoccence until Fobtuar.r 1936. 

The .let impoaea a tax of 15 percent on the sale pr ice of bitu­
minous coal at the minft, with the provieion that coal producere Who 
nccorot the "Bi tuminoua Coal Code• shall bo entitled to a credit o! 
90 percent of the aoount of the tax. In the above estimate it ia 
neaWIIed that all producers will cogply with the code, and the rate 
o! tax used is 1.5 percent o! the price at the mine. 

/\ .,.._t. • .• cr., 
Social Security Texea 

t;mloy;ent •ex (Title YIII) -

Revenue from this source is esticated at $305 aillion in the fie­
cal -reer 1937. There will be no revenue !rom this tax in the !heal 
year 1936 inaaauch na the tax comoencea January l, 1937· 

Title VIII of the Social Securi ty Act imposes en incone tax o! 
1 percent on the wneea (not in excess of $3 ,000 per year) of every 
indivi dual (excluding certain occupational groupe and persona 65 years 
ot age and over) nnd an excise tax on each employer equal to 1 percent 
ot wages (not in exceaa o! ~3 .000)pa1d b,y him. 

'l'he total pay roll in the calendar year 1937 subject to theae 
taxeo ia estimated at $30 ,800 oillion. Approximately one half o! 
tbia a=ount will be taxable at 2 percent in the fiscal year 1937 and 
it ie aaaumed that tho tax wi ll be collected currently. 

4S 
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!nx on ~lqzeea of Eiebt or Uor' (Title ! l l -

It ia estimated that receipt• from thie tax will amount to 
$129 million in the fiscal year 1937. The tax becomes effective 
January 1 , 1936 , but it is not collected until Jnnuary 1937 · There­
fore , there will be no revenue from thie eource during the fiscal 
y eDZ 1936. 

Title IX of t he Social Security Act impose& nn axciae tax on 
every employer equal to cert~in percentncea of the wages paid by 
him (with certain occupational and eize of f irm exclusiona). The 
ra tee or tax are 1 percent dnr1n6 the calendar year 1936 and 2 per­
cent during the calender year 1937· The taxpayer is allowed a credit 
for all contributiona paid into State uneaployment funds not in exce11 
of 90 percent of the tax. 

If all Sta tes bed approved ayatema by the beginning of 1936, the 
Pederol Government would receive in January 1937 an ~~t equal to 
one tenth of 1 percent of the total t&XRble PRY roll. Inasmuch aa the 
Social Security :Board does not eX!)cct all Stntea to adopt apprond aya­
teme before July l, 1537, and eince t he l aw requires that the entire 
tax of 1 percent of PRY rolls ehnll be pa.id to the Federal Government 
in caeee where States have not adopted opproved systems, the estimated 
revenue in the fiscal yenr 1937 i a larger than it would be with com­
plete State coverage . 

Receipte for Truat Accounts -

Under Ti tle IX, Section 904(a) of the Social Se~~ity £ct, en 
•unemployment Trust Fund" is eatabliahed 1n the Tren.ur,r to receive 
e.ll 1:10ne;yo depoaited b;r a St a te 116"ncy frotl c State unetiJlloyment tund. 

lOr the fiace.l year 1936 it ia eetta&ted tbnt $49 million will bt 
received into the Fund and 1n the fiacal yeor 1937, it i s esttaated 
t~t receipta will increase to $283 million. 

Ttn Sta tea have aubDitted un!Oj)loyment tnx plans which provide 
for taxea averaging hi gher than the ratea provi ded by the Federal law. 
The hi cher rates account for lorger trust nccount receip ts than would 
be received under the Federal r ates . 

Cue tom a 

Total receipts from customs are eatimated at $354 milli~n. an 
1ncr~•• of $1 million over the 1936 eetimate. Revenue from dutiea 
on dietilled epirite and winea i• eatimated to decline $5 million 
f roa the rniaed eatiaate tor 1936 because of the Canadian Trade 
.lrreeaent. 
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The Canadia:l 'l'rode J.ueement lowered the tariff duty on whiakiea 
hovl.rtg 1111 age of four yenra or more f rom $5.00 to $2 ·50 per :proof 
gallon. It is estimated that imports or whiakey will be about 970,000 
,Bllons rtore than under the $5. 00 dut;;. Rowever, the rote has been 

h8lved and the net reeult is an est i mated loaa in re~enue of $12. 9 oil­
lion. 

Revell'.lAI fr010 dutiable l.!.!)Orts other than alcoholic beveragea h 
eat ianted to increase $9 aillion over the 1936 estimate. The increase 
reflects chiefly an expected high level of euicultural imports and 1:1-

porta of certain ve«eteble oils and fa~ta in conae~ence of domestic 
obortoeea of these products. Imports of dutiable connoditiee during 
the past three ;yeara hAve been smaller in relation to internal buaineea 
thnn in previous ;;enra. This factor and the various trade aeroeoent a 
account for the relatively low estimate of cuctome receip ts. 

Regraded Unclassified 



Actual r oooipto tor tho fia e&l year 1936 an4 
estimated reooipta tor the fiaoal yearo 10:16 and 19:17 

( In millions of dol1ara) 

Aetuo.l Poroer.ta:;o 
19:15 1936 19:17 1ncrouo i ncroo.ae 

ao1:ual estimate estillnte 1937 over 1937 onr 
1936 1936 

O..ral aD4 IP .. ial aocounts 

lnkl'll&l rrnmao • 
IM- tu:oa o 

CUrrent corporation 466 615 827 212 34. 6 
Currat indhidua1 448 629 936 307 48. 8 
1IMk teD• 186 190 200 10 5. 3 

Total 1099 1134 1963 529 38. 9 

Mleoelleneaqe tatel'll&l roYemaos 
Capital atook, exoeaa profits, 

eetatao, pt't1 310 3!9 461 112 32. 1 
DieUlled ep1r1 to, winos , beer 411 195 658 63 12. 7 
t ob&eoo -raoturoa 469 478 504 26 6. 4 
~taey otamp taxoa 43 61 90 29 47. 5 
Maautaoture• s•oxoiso taxes 342 366 393 28 7. 7 
lliaoellueoue to.xoa 100 90 100 10 11 .1 

Total (oo11ootion basis) 1674 1838 2106 268 14. 6 
Total (Tro&aury atatomont 

bub ) 1657 1855 2106 251 13. 6 
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O...ral aDd apeoial accoUDta (oontiauocl ) 

Agricultural aclj ... t.:.ent t&xoa 
RaUroacl e.ployoea • retlretlent tAx 
Bi tumiJ:Ioua ooal t&x 
Social aeourity taxes 

total internal revenue 
(Treaaury atate~nt basis) 

cuat_ , 
Diatilled apirita, winos, forunted 

liquora 
All other 

Total (col lection besia ) 
Total (treasury statecent baeia) 

Claoellanaoua reoeipta 

Total reoetpts, general and 
apaoio.l aooounta (Treasury 
ato.toment bo.aia) 

Truat aooounto 

Deposita by Ztatea under 
Social Security Act 

( In millions of dollar•) 

1935 
aotual 

521 

3278 

41 
505 

346 
343 

179 

3800 

1936 
oatimato 

y 529 
33 y G 

3857 

33 
317 

350 
353 

3/185 

1395 

49 

Treaaury Department, DiYieion ot Roaearch ancl Statiatioa 

1!;37 
eatl.A:ate 

M7 
102 

12 
433 

6163 

27 
327 

3M 
354 

163 

5880 

283 

Aotual 
incrca.ae 
1937 over 

1936 

18 
69 

6 
433 

1306 

(- ) 6 
10 

4 
1 

(-) 2Z 

IZ&a 

234 

t'ercent&&o 
l.r.creo.aa 
1937 owr 

1936 

3. 4 
209. 1 
100. 0 
100. 0 

33. 9 

(- ) 18. 2 
3 . 2 

1. 1 
.s 

(-) n ,t 

477. 8 

Deoedber 2, i§SS 
lowering ot ratea on prooo••ia& ot 

U'l 
0 
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Corporo.tloo en4 IDdhldual -·• en4 -·-•-lo fa.ctora 
o.ffectiag tho .. -.. 

I I I I 
I <4 ladutdal I wboleo.o.le p::loe 1 of J1011r0U. y IIJtoDd.eM oto.Uotloe I ... , 
• ,.:~ acrtloD !/ • w- !J I I -- Jll'lOO <4 I ... t I ~ I -.. I SI>Wta 
I I I .(21 ....... I u.c-. , I oollect'-o,l $5,000 1104 IOOU-'-a, 

.a...! .a...! I Dla :b• I .a-1 I loo.loa4er 1 flooo.l ~·· -· oo.l•- atlooo.l ,_.. -- -- I -- I -- I »~=•·--......,. I ~· I I 4ar I 

l'J29 u~ 95 93 109 154 11,654 1,0']5 l6,m 1,CJ19 

1~30 96 86 eo 8<) 109 6,42') 1,118 10,130 1,o61 

1931 81 73 73 68 58 3.683 8<)2 6,585 , 
1~32 64 65 63 46 47 2,153 517 4.182 351 

1"' 76 66 71 4'3 ']0 2,986 31~ 4.108 2IJ5 
19)J 7'J 75 77 62 ~ y 3,961 321 y 4.962 '" 19'-} y 87 y 8o yeo y ']0 '#85 y 4.9'/0 465 y 6,377 4411 
~ y 95 y 82 '#84 y 7'J y uo y 6,)8:1 y 615 y 8.230 y 6le 
1'Yfl y 827 y 936 

81 75 86 

.... 

2 

•• , 1923-~ ··-. 100 •t:srt I 
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'ra'ble 3 

Sources of Individual Incoce, Returna ahow1ng Net Income 
or $5,000 end over , J.ct ual 1939 to 1933, Eet lmated 1934 to 1936 

( I n millions of dollare) 

Calendar !uoineu Profits !rom 1 W~ea and sal-: T~U&ble 
and , art- sale of asaeta Dividends aries and all ne t year• nerthipa other income income 

J.ctug.l 

19"9 3 ,3.'15 4,390 4,24? ?,?34 16,359 
1:130 2,002 1 ,084 3,?09 6,412 10,130 
n:u 1 , 258 36? 2 ,584 4 , 803 6,585 
1932 639 122 1 , 541 3,068 4,182 
1333 ?95 442 1 ,200 2,6?0 4,108 

E•t'mAted 

1934 J.! 1 , 028 163 1 ,608 3,319 4, 962 
1935 1 , 420 510 1 , 770 3,865 6 ,3?? 
1936 1 , 912 1,312 1 , 900 4,545 8 , 230 

~reaiUl"J Depart~Jent, Division of Reaearcn and Stat htica. 

lf Preliminary, returns filed to J.uiuat 31, 1935 adJusted to final. 
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Table 4 
So\IZ'O•• or ill41 T14ua1 iDocme, 

aotu&1 1929 to 1933, .. t•t•4 19M to 19:!16 53 
(In milliona of doll&ra) 

• lfageeand 

C&lendt.r • BuetDe•• • Profits , u.lariee &D4 , ruable 
an4 • f r c:a a&le of D1T14en4a all other ...t yaa.rs partnership• 

1 
auete 

income iDe-

Income clase: $6, 000 - $100, 000 

.Aatua1 

1929 2,815 1, 940 2, 819 7, 049 11, 991 
1930 1,893 688 2, 683 6,032 8, 658 
19:11 1, 206 209 1,953 4,696 6, 806 
19:12 615 87 1, 211 2,957 :1, 798 
19:1:1 7:19 304 926 2, 566 :1,641 

Eeti!Mted 

19:14'}/ 996 140 1, 262 :1,211 4,s.4 
19:16 1,:140 :190 1, :!160 :1,700 6, 730 
1938 1,800 898 1, 440 <i,S50 7,228 

Inoomo claeu $100, 000 - $1,000,000 

AotWI.l 

1929 42:1 1,591 1, 097 584 :1,166 
1930 107 :149 796 332 1, 212 
1931 52 116 486 189 6ll5 
1932 24 l55 279 107 M8 
19:1:1 55 96 220 97 380 

Beti!Mte4 

19M'}/ 32 20 280 102 368 
1935 80 86 3155 155 548 
19SG 110 292 l580 180 817 

Income olaaaa $1, 000, 000 and owr 

J.otua1 

1929 97 869 5S1 101 1,212 
19150 2.2 U7 2150 48 1560 
19:11 .1 42 U:l 18 158 
19:12 . 1 151 ' 1515 
19:13 1 •• 42 154 7 87 

Bet1Mte4 

19M'}/ s 68 6 8() 
19156 M 715 10 9i 
l9SG 2 122 80 16 18$ 

jJ Prel1al.arJ retlll'U tiled to .&ucun Sl, usa. adjuRed to tizal. 
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Mr. ~· Col:rt.er, 
C/o The Colu.bJA. Jroaclou\lai &.ra'-0 
balliii&\GD0 D.c. 

Dear GS.:ra 

'J1aroQc1a t.bl oowtea.r ot t.bl Col.~ • dout.U, a,.._ I 
ban reoeind V'a4eoript. ot ~· o r Tat~~: n41o Ill 1 4 r au ot 
loon.bv ltt.ll uad U UI 1a ddcb ret-• t. aile t.o tile !r••WF 
n.rut-t. aDd tM Cout. G1ard. I rqJ"et. U.\ 700 cl1ll DOt. cc.e M 
t.11e !Nu1117 n.pan..t. or t.o •111 or t.11e l'Mpoa.dbl. otr~a ot 
t.11e Cout. Cw.r4 tor tat-uoe, tor I tMl , _ Ul&t. 1t 71111 bad 
clooa ao TOU wov.lcl DO\ bna 11..a owr•ct t.o ato~Mecl ~• ~t. 
aiOlht. ·~ dut.urb wit.bo~t. ra .. on \be 80.rala or • ...., tiM 
are or t.ha Gon~t. ..nice. 

!be aubatooDca ot yolll' cbou'caa ••• \boot. af'r ort..a .-era Mtac 
-.da Wider rq cl1recUoo t.o v.neron \be Cout. GUU'CI ide a 
oiY1Uen out.tit. diS Ulo. t. 1\ Na (I quot.e "OlD' warda) •lftcl-.14> 
beial tUt.n:t.ecl l!t clyillene &DI1 peliU..l Jolllloldera.• 

I\ u ftl')' .,..., t.o U.l iA a r.,. wlll'Cla tolt.ll U1611 at.a~ 
Mllt.l . !My are at.pl.r uot. V1ae. IIIIIMftr pn ) Oil t.11t. !a­
f-Uca ialonood you ~. I aball be ~~~ t.o ..U. ..U t.be 
Coeat. G-.rd para~ riD..Oa • ._.u.bla t.o T0\1 1t TO~ dab t.e 
aM LIMa. !beT liUl n.,..l t.o 7011 t.bat. cot. - ci'ri.Uaa Ml 
bMa pl.ced 1D a podUea or aut.borlt.J 1D t.be Cout. Garcl as.­
I lin• ~ Seoret.aq er t.11a !r••WT lad Ulat. u..r. ba•• t.­
oo adcU.t.l.aa abAt.enr t.o Ula -u t oroe ot olYillaa -~ 
CICI t.ba Cout. (lw,nt rellao 'ftlua baa 110\ bela &1Q' poll u-1 
appolnw.t. t.o t.bl Coaat. O..rd _. &Q1 poUUCICil appoiatMat. ot 
• oa4at. t.o t.bl Cout. O•rd •o·d-r~ 1a rq t.eJ"II or aar'rico ..a 
t.ban wUl DO\ be -.;, •hUe I heW rq j)i &a•t. poa1UC8o 

I AI pual.od 117 ,_ l'ltft'OIICI t.o t.be 1/AT oleriLI, de 7011 
said line b8ea dropped ...,_ a pee lad are - ••l"'iaa oiYUl&a 
Jobbo1Aiwa, aUl 1t. • 11 ~lMcl t.o .. t.bat. yov IIM4 pnllabl,J 
bMa i1ft8 • clbt.orW wvaloa ot U.. ana.c-t. 111 wldlll C.at. 
0-.rd ottlcwa lad- are- rHOl'I'IA& U.U olnnlre Ulao v \M 

60 
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rect-1 thlll dt.abur•lllg ott J.o .. ot t~w bM1111r7 Pep&J"teMMt.. 
e. tiM fa ct. u U.t UMN d.ialnlnl.ac offioN .. re aat 119 b;y 
DMUt.S:n Olr'dw alllll UMt. ~)' 418tw.a p&JrOl,U DO\ MNq t or tM 
fl'eaeury Pepar'-Dt b1lt t or o~r 4apar\Milte ot t.be· an-t.. 
11181r ott loara are oot 1A QT ••1 1A a.U.Orlt)' crnr 'lobe co .. t Oard 
wn'Ul\ otfiow pa;y ~lerka &IIIII \lle7 baft aot. nplo.oad tu.. 1118 
illpon&aoe ot UM dvUN ~ the ~~UTaD\ pq olaru Ulll t.lae1r wJ.• 
to tiM Cout 0~ bev. 110\ beaa 41a1abba4. 

lilt )'CO .. 14 WO tb&\ •hUe tM Co .. \~ U8 ottioiallT 
a part ot tb8 fraeaV)' Pepertlleat tiM Ollfrd 11& \lao pad bad bee 
allowed to lNUc1 ltealt vp ud tba t t1aa ~t bad llapt baud• 
ott U. pollo; a t\arfo !hat., I llopa ;rou dU a&rH1 1a a nt.laer 
lud1c:r- atat-t wblob renecte en Ulldaaarwd difcra41t oa • 
predeceaaora . !'ou acoun ee 1n ettact ot talrfn& a11 111\was t 1A t.ba 
Coast Gw..rc11 ud I tear I .SU ba.,.. to plead guUt)'. 

1118 Coast Oll8rd 1a "• •n•tJ.al pert ot the 1aw-roro1111 
&;~-.c!•• ot t.b• !rMe \1171 aDg&&ad 1n proteotln& the •tiGD'• ""­
•••• ould it baa otlaar aportaot dut1aa, iuoludlag t.be &rMt ll-..1• 
tulaa •orlt or aa'fiAIJ 11!• at . ... It auat cooperate wltla nb8r 
..,.,._.,. aaloroilll -.eeo1N of t1aa 1'n.,.llr)' llepartnat Ulll I lla'N 
to~~Pt to Mke \bat ooopentloG- aort etreotiv. wltla renlu 
\bat I tA1Dk I cu M7 1A aU IIOdNt)' ban tHo ptlt71A&o I lla'N 
dnvted a &rMt dad at tiM aDd attetl.ticm to get t iq tlaa oftlow8 
Nlli - ot tba Coa•t O•rc1 batter equls-et .S.tla wlaiola Co wwll -
better ab1Pf1 bet,_ alrpla- e, laprM'*S abora atetlou. I ~~aft 
\lat~Jr ba'ta appreciated 1\ 111111 I wou14 bt.Ye cGU1clara4 JV•alt tab• to 
JV reapcaa1bU1t1 11 I baQaft dODB u , A laDdlubt>ar can be or -
•ernoe. 

loa let De deal dth tbf C&M Of llro J4w1a lo 8all1J1&W1 wbo 
1ft ea14 wu pna tile \aek ot rawpAiaiaB the Cout Ow.rd t.M "' 
plfoell 1a tlaot poalt~ ~ a.-A! - crnr t.1ae .....S ot the C sd'n\o 
Mr. a.utacar 1a a• rou •tatad a '' >-toal aped os \IM •ds•sht.ra­
U.ft otatt ot tlaa !raa•~~rt Pepan..at Uld be dJAl tn....3t11i&tf t.lae 
Coan Oa.rc1 Ulll pro90fa • - obaAcN 1A orpabaUoa aDd pr•••­
wb1ola ban "- pat 1ato ettH\0 le 414 .. , ,.._,e h t a• ell isto 
a J1081t1oa ae IMe4 ot tile e-n Ollfrdo le llolcla DO JIOfltloa 1D 1\ 
llllatoftl', 'lnl\ baa .....S os t.o portua •'allerl;t wlable wwll 1D 
-u.u bnoMia ot tlaot '""-'7· 1ft oJioH to .... la1s IV' ·.-u­
l.ac ~ Ilia .... ..,. daotoao. It laa -· \Ia&\ \Ilea \Ia&\ protM81oz 
l.Nt a ftr7 ftl.a'IIJA- wllfa 1aa alloH \o •Ur t.1ae Quww• t 
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MrYto• a•rlt w•v 1•r• oa;o. .. wu a .-bw ot \be o\&tf 
ot tho bwMu or lateral Rn••• beroro I &\\ao!Md lila to t.M 
at.arr ot tho !no&•1117 proper bMouo l ._cl 1-.r'MCI ---~ a~ 
aau _.k. lo h aa ..,.., 1.11 wiiiJ'llM\loa Ulll parUAIIla.r~ t.M 
orpabaUoa ud proeM- o~ Ooft,_t ottl-. .. 1a M\ o 
,.UUoJ.aa \nA a o.1'111 Mnioo eerl\ a)'a\ea OII!Plo1 .. ot \be GorteaD­
_,, a -plo.-11 aU. 1 rnhor ol U...t. 1'1M bocl1 ol ....... -
olio c.ro \be bullboM ot Uw Federal .-.1oo, o~ U..7 co b7 \be 
U\lo or .Adaud, or OoQU'IIl, w CaptaJ.a, or Cohad, or plaia 
lllakr. llo ..,., boea ot •lll-'14 u alat.&lw:a to the t'oa»Nied u4 
o\ber otrloora or ~bo Cout. G\IIII'CI lA iaprori.q \boll' orpo1at.1ora 
aacl they rooopho u. 

1 abolll not. co bto cla\all u t.o t.bo adlr1n1e\ftt1ft obolua .. 
be roo elided, IN\ \~~oro 1a DO r••• •111 7011 abollld eo\ 11DC111r all 
about. tJw;. 1t 7011 are lA\ol'ea\ed. It 1a -vch to ~ IliOn Ua\ 
tho chou~&•• boone oot bee 1D tho cllrooU. or cS1a1abldoc t.M 
olltllori\7 or Uao o1 '•-doaed ottiowo or the baodquu~• atatr, 
b.ut. Uat 011 tbo 0011\nr)' \bair nt.laadV llaa be• •t.reo&tbnedo 

MI.)' 1 euuaat. Uat 700 c- \o boo4quart.oro ano l•na aoro 
atoll\ \be tout. Carel. It. l a • tbo ora .. lliaUODe 1 aa ,.....S or 
1t. aacl ot _, o-ouon stth 1t. ucl l 'II&Dt. h a evl \a to be Dono 

Sl.Dcorolt )'OWO t 
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On November 18th, throuS)1 action by the League ot Natione, titty 
nations imposed, in addition to financial sanctions previously estab­
lished, a prohibition of all imports (except money , books , muaio, new.­
papera , and sane other minor items) fran Italy. Theae countries noraall y 
purohaae ~ ot Italy' a export a. Fitty-two countries haTe alae placed an 
•barlO on Tarioua raw 111ater iala pr ea-bly needed tor war , with the 
important exception.a of coal, ell, cotton, copper and iron. Zheae ite.a 
110re aaitted because they are produced in oountriea not mambera of the 
Lear;ue , and it •s felt that an •barr;o on the ezport of these it•a would 
not be autticiently etteotiTe to juatity the reaultant leas of export bud­
ness the League countriea would sutter. 

Since then the Lea1111o , particularly Great Britain and Ruaaia, haTe 
boon prose~ to add more itema, particularly oil , to the liat of pro­
hibited exports to Italy. They fear that without such action their other 
sanctions will prOTe inadequate, and at the ••e time the attitude ot the 
United States GoTerlllllent toward exports ot raw aaterW to Italy baa en­
couraged th<BB to belioTe that an eabargo 1a ·oeed by the League could be 
ettectiTe. The reaction ot Italy to the threat of such an -barge haa 
been ao belligerent a• to &iYe peuae to plana for immediate application of 
the embargoes. France (i. e ., LaYal, 'llbo ia r eally pro-Italian) hae auo­
oeeded in obtaining a postponement to League oonaider ation of an exteuded 
e:nbargo liat, tirat to Deoember 5, and now to December 12. 

Can Italy ocmtinue her 111il1tarx ompaicn in Ethiopia in the floe of 
aanotiona alr!!dY applied and likely to be '9Rl1!4 at the J!!xt aeetl.ne of 
the Leyue ocaaaittee' 

Can the Ital'•p '"M'A pryin • pqthv n'RY 'M'AP :lp R';htgpta , 
which bts1p• 1D @ril or Hey ... Wldl ip Stsrt;•ber or Qsd;pbtr! 

To oonti.lme her a1lite.J7 oaaquen ot Ethiopia, I~ auat baTe ade­
quate auppliea ot (1) toed, (2) raw aateriala, (3) aon-,r, (4) men, 
(5) trwaportation faoil1tiea to Urioe.1 abe wet (8) a'I'Oid .r with the 
lllajor powers, aa.d (7) *nolini auat maintain eN'eothe oaatrol of the 
pol itical Mi~ticm at haae . 

CONFIDENTIAL 
~LEASE DESTROY 
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ShOilld Italy fail 1.n ~ one of thoee anw r equiaitoa, tho Ethiopiall 
n ntw·o auat be abendonod , or eo .:roatly curtailed u to aoac Tirtual 
ee .. ation. 

ot roodatutra tor her 

Yea. l t e.l,y can continuo indefinitely in the te.oe ot sanotiona to ob­
tain adequate supply or food , thoush hor diet will have to include loea 
a oat and fiah , and more cheeae, nuts, fruita , and vo&etabloa. 

(2) Can abo continuo to puroh&ao trCIII abroad anough of tho 
eaaential raw materials ahe laolca at hcaoT 

llith tho dOilbtfUl exception of oil - yea. Italy w111 hayo llmdl 
enou~h to purchase e.broe.d all abe needs for her A!'rioan ca~~pdp, with 
aaae left over tor i.ncreui.n~: her military and naTal equipnent . She hal 
alr eady CLCCIJ:Iule.ted large atorea ot nocouary metals and can continuo to 
purohue them from the several countries who have not ilDposed 81lbar;;oea. 
Italy ia 11011' iz:>.porting abnorm&l quantities of coal, copper, iron, tin, and 
cot t on, and will continue to import them oven should the League place tboao 
1 t CIIIIa on the export embargo liet. 

The one very important ooauodity that Italy ru.y laok 1a petrol._ 
product a. Our unexpected attitude toward unrestricted exports of oil to 
Italy baa created a aorioua problem for her . Sbo 1e no longer certain 
sbo oe.n ~ all tho oil abo can pay tor . It is reported that she baa 
acctaulatod a aufticient supply in Africa to tolco care of her motor 
t ruck nooda in the Ethiopian campaign tor at lout a year . But her ro­
aerYo in I taly appears to be .. allor . It hu boon variously oat~tod 
that abo hu between tour to eix aontha ' aupply. Tho liaitin& factor baa 
boon atoras o taDke, which roouvo a ainil:oiDII of sOYOru .. ontha to build. By 
J anuary let abe will have had e.t least three months ..-..rn.1ns of a pouiblo 
partial embargo, but that b hardly enou,;h time to conatruet tacilitioa 
t or additional throe month a • supply. A month or two more of .:raoo will 
me.ko e. oonaidcrablo diftor enco in !.or ro .. rYOa. In any cue, Italy will 
net atop her A1'r1oan campaign thia aeaeon booauao of oil , but it 'ldll 
mo.ke an important ohanr;e in her European plane. 

to finance tho o 

(aJ She will han aftilablo tor upcdituro abroad durin~~: tho next 
year 11 to 14 billion sol d l ire, in gold and toreip ex""n r;e, tho equi~ 
lent ot U..oat three timoe tho Yaluo of all ur illpor te of 19!4. 

(b) Wi'Cb reaaODabl.7 intollsc.n na.o llbo •• wont• with a 
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bu~et detioit of 15 to 20 billion lire a year tor two yeara at loaet, 
&UIIIIin;; all other or tho ae.,..n requiaitea aro mot . 'ftlat aum wOIUd be 
enout:)l to MOot the expenaea ot tho African cempaigt, and daoeetic deticita, 
inoludin& a<ne expansion of military &nd naval equipment , 

{4) olill Itdy le.ck man power to continue an e.r;greasive oampe.iQ\f 

No . Her supply or man power tor tho Ethiopian struggle ia quito 
au£ticicnt tor a long drawn out campaign. Tho casualties in ca.be.t are 
mostly Colonial troops , while the oaaualtiea ot tho c~paign, though 
l1lcoly to i ncrease co!Uiiderably within the next two montha , are not great 
onoujl to oo:uti tute a aerioua drain on her l'l&n power , 

{6) &oea Italy havo aaplo facilities to t ransport 
troah troopc ond supplies to Atrioat 

So long aa her troop &nd supply 1hip1 can t ravol freely, Italy wi.ll 
experience no ditficulty in keeping her African armies adequately euppliod 
with roplac..,enta , food and ll&terial . She haa alre&dy releued a score 
ot shipl no lon&er noodod tor tho African trip. 

(G) Ifill Italy avoid war with a major powerT 

The proapeota ot an &ttoclc by It&ly on t ho British tloat -- whi ch 
appeared so probable 1D the laat tewweoke - - h&ve been greatly dimced ~ 
Lav&l ' o &nnounca.ent that the French tleot will support Great Britain should 
Italy attack the latter 'a ships. 

l!itherto Italian naval authoritioe telt they hod an outside oh&noo at 
leaet f or a quick victory, But it would take a very desperate and tool­
hardy group to attack sin:;le-handed a CCIIIlbined British , French, and pouibly 
other naval and &ir !'leota. 

l'lhilo Franco• a pronounc•ent ~•• prospects of an Italian attack on 
Great Britain in the near future very alill, the position takM by our ad­
llliniatration toward increased export& ot oil to Italy may provo to be the 
coana ot postponing a European war, Should we eoll It&ly all tho no.w 
materials she could pay tor, Italy would auttor no lack of raw material• IO 
long &a her rur~a held out - at leaet two years - and the League• a aanctione 
woul d be much leu etteotive. Faoed with failure ot eoon0111io .. not lone, 
t.he League lllight be forood to aUituy eanotiona - e.g., a bl ockade of 
Italian porta - whioh would aean wv. 'lbe probability that tho United 
States ~ r oatrict export• of oil will ..._ Italy aoro .. enable to the 
kind ot pea.,.tul eottl•ent the ~P• uul hb1op1a will aocept. 
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(7) tdll Jou aaolini maintain etfectin oactrol or the da:~estic pol1tioe:I dtuat101lf 

There Hoe the "alcut link, notwithatanding the great _ .... ot 
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popular aupport to loluaaol1n1 ar1e1n:; trca hatred of £~>gland. So leD« aa Italian .noiee keep mt.lcins at leaet moderate proueae in Ethiopia, 16.1aeol 1ni • a position is secure. But should they autrer oerioue aetbaolca , or eh""ld little core pro&reu be aade by the outbreak or the ra1n;y eeaeon, dieoon­tent , tinanoial troubles , and political opposition will oeriouely jeOpardise l~eeo~1ni's pooition at home and pave the way ror aane coup d' etat at bl .. ol1n1' 1 expaoee. 

The League' e :Imposition of the import embargo against Italian goode, though it has ror the aCDent etraosthened popular support ot l!uuol1n1, 1o alreaczy creatinll un ... ployment , reduced inccneo, riaing ooet or living, and potty annoyances - a quartet which will u.~e~ne that oupport core and more a& the acute excitement or the ennt rec•dee. 

r o canplicato Lueoolini's dilemma ie the spectre of growing un~ploy­"'ent ahould he d•ob111&e ~ h.rge part of the million ca under a.rae at hCJ:~e : or curtail greatly production of war uterial. Italy cannot easily ...rrord to continue throughout the year the expense of one and one-quarter a illion aen llll4er arms , and the war preparation• ot the preaent intenaityl yet L~oaol1n1 oan leas attord the additional unemployment consequent upon ruQY coneid~rable reduction of thoae oxpanoeo. 

Can tho Italian cempair;n ourvive another rain;( oeaoon? 

Eot unleaa the -jor part of the objectin is attained before t;ae dry aeaaon end a . There muet be the feel~ at h0111e that the taalc 1a alllloet OOI!lpleted, and only acme minor ooneolidationa and oonqueata r-in. other­wile, it ia unlilce1y ":hat the Italian 'l>oeple will accept, without a ctz'ong &tt•pt to alter 16.1aacl1n11 o pl&na, the lowered standard or livins result­ins from the League sanctions. and tbe exp .... e or bepin~ a large ara;y 1n Africa. 

Without a conoluain Tiotory, and raleaaed trca the -':ional aprM ot en actin o-.paipa, the people will _,p aore objeotift~ the coat and 'bene tits 1 and they are oartain to real .,uoh l eu entlluaiaatio about renew1n,:; the o•p&it;D than they ~• ot starting it • 

• 
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1. 
Cu Italy .tN4 her populaoe with eaDott..a- ill fOI'MI 

tee, Nt OD a ao411'1-.t diet. Italtaa w1U han to add aon fftlt, eheeee, 11111:1 Uld 'npi:ablee to thelr aeznae , aDd out d- OD aaat ad 1'1all. 
Italy noraally (i. e. , 19U-19M) laporte abou.t 1o6 bllllOD lln ot foodotutto , oonaietlnt; oblefiy of wbeat:, oorD, oll eeede, •at, 1'1eh, cortoe, Yet etablo ollo, and oheeae. 

Italy ou crut the .. food laporte ln halt bya 

(a) Inonuln$ her output of gralne and " >atablee uzl: year . 

(b) Replaotnc aaoo of the laporto with fooda UDtll 11010 exported to oountrlaa which han iapoa..t •bargoea on Japorta frca Italy. 

(c) Reetriotln;; laporte of foodetutfa to ch•peet and mon eoaential fooda , and cuttllv. d- 1n the Italla dt..t u ai&Oh u poeaible tor iaported lt•e• 

(a) She o-ct lnoroeae her output ot cra1no -h, u abe hu al....q been tryln· to II&Zlaiae outpat of wheat for eneral ::f"l'e. AI a oona .. quenoe of a ~p for growing -e ..... t etart..t teD,...,.. aco. with the aid of aubal41oa ad l.llport roetrlotlon.o tho production hu been atepped up trao &a alllloa quUztale (awn.ce 192T·1828) to 72 aUUCIIl (a'nl'a4)1 191$-l9M) , the har'ftet wu YOl')' good 1D 1913 (81 aWicm quiJitala) ad YOl')' poor ln 19M (A .Ulloa qulntala) , owlnr; to bUGht and rain, Thla yav•e crop h Htlaat..t at 78 allUCIIl, 11hieh 1a alaoet naotl y Italy' • eetl.aatod ooroel oona1111pUcm. 

There 11 reported to be aon thea 8 ••the .upply of food 1D Atrloa tor her troop• tharo, aDd the wnhouoo 1D Italy CIGIIb1aad CID Soptesber let, alaoet d01tblo the riM, ...a n r;.te!a•ee, abOIIt J.o,& _. ohoaeo ad dairy pro6uota, but abOIIt lllC 1eae -.. tbiiD the prareuac yev. 

J'a'IWa!ala enp OCIIIIUUODe •zt ,_,. - yield a n'llatuUal ew• pluo ror oarry•OYVJ but llllt&r01ab1o enp ..uti- wU1 -ait&H illporta, halrUooe 'Npteblo ...,. - 'be s.-NM4 - I w 10 per ..t by ns.alalDCaore ld.tela• paoteu, ...._. elf(n1 e w JIIIVSO'l• _. throap tile ,_ _,_ fll riaS., .. 11'1-· 
Wltla ••ee 'II' peel 1 U •• .... uu.. ~ ...,. te h .n. to wt her teec ....... 10-. 11,.. .- 'tF lluu•• A •• ..u--1-tt~ Sa - wle ... wer1 14No 
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(b) Italy exporta dightly acre toodatul'ta than abe Iaporta, thour;h 
~e bulk of her exports are not close &llbatitutea for her Ulporta. She 
export• abollt 100 alllion lir e of r1oe, $0 aillion of potatoea, 70 aUlion 
ot wheat flo..r , about 200 milli of freah and preaernd vegetabl .. , 
160 million or oheeae, 50 million of prepared meata , 60 million of oliTI 
oil , and 135 million of al.monda. Altogether , she oan pr obably conaume at 
hane fran :SOO to 400 million lire of foodatutfe ~mtil now sent eaoh year to 
sanction oou.ntries. 

The reoaininr; half billion or ao lire of foodstui'ts goin« to 
unction countries would not add a r reat deal to her domestic diet . It 
cona1at• of winos , citrus truits , liquors, eto. A portion of it will 
doubtleaa find ita -.y at reduced prices to foroisn markets. 

{c) Fish, meat , and cott eo itlporta alone acoount tor cme-third or 
her ill;lorta. Since Italy normally producoa tour-firths or tho aeat con­
...-!, it ouzht not be difficult to eliainate moat of the moat illlporta . 
Already two aeatleaa d&¥s a weok are in etteot. loloro ~e and tiah will 
t or a t i"oo be produced in response to tho higher prices , and beeauao all 
privat e and &ovornment gaoo and fi ah prooorvoa have been ordered open to 
tho public . Probably another 200 to 300 million lire alice could be out 
fran her iJnporta through that channel . 

Al t ogether , it seems that Italy will be able to cut he toed illlporta 
in half without introducin(; a.ey serious strain at hane. Thoro will be 
annoyancea, of course -- e . g., meatless days, weaker coffee, more nuts and 
fruit, lees cereals, oUa, and fish -- but not enough to constitute a 
menace either t o tho spirit or health of the people. 

It noceasary, Italy probably could out out iloports ot foodatutta al­
together without brin.;in; about a.ey aarked malnutrition, but the authori­
t i .. will doubtlau continue to permit sane l.JIIports ot food to &Toid the 
spread or diaoontent and grumblin- that aay arioe as a ccnsequence of 
unpopular diet roatrictiona. Every additional strain on tho tcper and 
t ho c<lllfort or tho people makea Wuaaolini ' a poaiticn leaa eeoure and, 
thoretore, to be avoided wheriTir po .. ible. It will require nice cal.,._ 
lo.ti11g to lolow in what direct ion available foreign exoh.n~;e and gold were 
beat speDt - on JU.terial nee'\ld to proaeoute tlw African war and in pre­
paration for a poeeible Europ,&D war, or on iaporta neoeaaary to keep the 
~opulaoe fran growinG too reltiTI under the strain. 

The need to feed an amy ot 250, 000 aoldiera and workers in the 
field , end almost a mUl:i.on under araa at home, aakea Italy'• probl• 
111ore ditrioult. Me und..r araa eat more, the food -.ate par peraon ia 
greater , end there are t-r ... at hcae to t....t the ~· The latter 
obataola will larplJ' r•ovld b)' the Uae pl&Dt~ on arrin•• 
It 11 axtr•eq \Dillkeq that' a .Ulloa ... will be kept at hcae Wloder 
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t.ms through the spring. EYen ahould the European aituation r~ aoute, 
le&Tos of absence, p&rtioul&rly t o workers on faraa, will be &ranted 
genoroualy during the planting aeuon. The tact that there are , aooordl.ng 
to oftioial recorda , aomo 600, 000 unemployed, many of whom would be ab­
aorbed in e.;;rioulture it the nood arose , indioatn th(l.t there will be no 
l&olc of labor an.ilable for food r&iai.l:.g. 

In any euo, tho food probl• will not be a aorioua ono for at lea.t 
a year, because Italy bu (aa - a!lall see) 10 auoh ~ld and exohan!';e 
anilablo, independent of auma obtained by exporta , that abo can ouily 
uao one billion, or non 111.0ro, or it tor ;;ood supplies 1t Italiana gru.ble 
too nuoh at further tightonint; of their belt a, or at tho hit;h coat of food. 

2. 

Bow auoh raw material wet Italy purchase abroad! 

Italy auat in?ort almoat all hor coal , oil , copper , cotton, nickel, 
rubber , tin, tungaton; and aoat of her wool , lunber , and numerous oheaioala. 
In 1954 tho Te.lue of her inporte of raw wool, coal , n.w cotton, copper, 
niolcol, rubber , tin, iron and steel scrap, petroleum produota, eto., 
amounted to S. 5 billion lire, of which probably one- fifth ~t into exporta. 
Tbeaa items are indiapenaablo both for normAl manufacture and for produc­
tion of military equipment. 

T.ill she need t o ~ ~:~ore or leas raw mater ial in 1936 than abe did 
in 19:14! 

It, u eatimatod below, Italy is to export 2 to :1 billions of goode , 
the imported raw aaterial neoeaaary for the production of manufactured 
~oods included in that sum mtey be ae hit;h as one-hal t to threo-!ourthe 
billion lire. 

Then there are the materials neoeseary for the maintenance of daa .. -
tio equi~~ and industry to wpply hcae needs. tho 8\1111 neceuary for 
web purpoaea will be leu than 1n normal yeara. Kon-ailltary uaea of 
inported ra..- material a will be ourt&iled. A tax baa been Dlpoaed an 
r;aeoline, tor na~~ple, inoreuing ita price to .1. 00 per p.J.lon and thereb)' 
s;reatly re~rioting uae of cara. Likewiae, nrioua aeaaurea han been 
talce\ to reduce the oon.-ptian ot coal , paper, beat and electrieity, to 
laTe fuel . 

In aclditian to theae reuona for r educed oi•il -8\llllntion ot raw 
"aterlala, is the boportant one tllat the higher prieea ot !.ported goode, 
aauaed by the reoeat depreeiatiOD of lire aohUtge and by the greater 
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orpcneo of ebt.Snl..n& importa -- inorouo in inaurance n.toa, reduction in 
credit to~.cilitiea , and shittin~ ot sourcee ot eupply -- will roduco tho 
deancl ne.c aero then ordinarily because ot the curtailed inc001e ot the 
Italian people. They rill h&Te lou to epeoncl on ilnported it•a other than 
ououti al tooda and clothin,;, end tho imported it•a will coat more. .Usc, 
cc1-tain in.S11strioa nonnally ho&v:y user s of motala - e.g., &utanobilo manu­
t&cturos , public utilities, &nd homo construction - will be curtailed . 
••inally, tho r;ovorunent , throuW> its canpleto control over imports , can 
ontoroo reduction in tho consUlllption ot &ny oanmodity it teals tho country 
can t or tho present get along without . 

!lot only will the consw:~ption tor non-milit&ry purposes be reduced, 
but t ho danestic supply wi.ll bo inorouod. Tho goTernmout hu tekc atopa 
t o inorouo tho production ot tuol , minorale, and tho salvaze ot used 
metals (IWu olini h&s spocta.cul&rly donated n~.m&roua busts .o be molted 
do.m, and the heroes ot tho world war vot ed to hand in their medals; 
children are turning in their aetale toye , and hou.aoholden are aollins 
thei r eilver plate to the gOTernment ) . 

Non-2ilitary conSUI!Iption ot imported raw -torials ea.n thus without 
ditticul ty be reduced to 2 billion lire during tho next ye&r , To that 
:no:~ nuat bo added i billion tor imported lllateriala conoumod in mekinr; 
exporte, bri~ing the total purohaaoa ot r&wmateriala for non~ilitary 
purpoooa to 2t billions. Together with tho t to 1 billion to pay tor 
imported foodstuffs , a tot&l of S to 3!t billiou old r;old lire ia the 
ma.xim1111 amount needed to be spent tor imports other than those importee! 
m&toriale nooclod t or war purposes. 

!~aves 7 to 10 bllliona tree ( eeo next section) to be spent, it 
nacouM, tor rCLw materials tor the Atrio~~n CIIIIPaisn, and preparation tor 
& poaai o conflict in Europe. 

Actirtty in Italian factories mekin• all the variod paraphernalia 
used by armioe and navies, bu been inteJUe during the put year . An 
ononooue quantity of tanks, pl~~nea , a~ trucks , aub:Jarinea, equi~Dt, 
or dinance, and -unition have alroa~ been produced, and & largo reserve 
suppl y ot raw mater ial has, moreover, been built up . loluaaolini knew at 
l out u early u August that hie Ethiopian plana aiy,t create t rouble 
wit h En~l~~nd . Talk of a8n'1t1ona -• rite early in Sept•ber. That gan 
him three aoDtha to pile up reeervo eupoliea, ~~nd it 110uld be str&nge 
indeed it he did not m&Y.e the 11101t ot the opportunity • 

Our own export d&t& ehowe a ~~~arlced inoroaao in exporte to Italy of 
aavoral impcrtant raw JIUI.teriala in tho paet month , and consular deepatohee 
supply further ertdenoe of largo stor01 ot nHdod aateriala being ao­
euaulatod. Italy baa the tunde to pq oaeh tor largo qUIIDtitioe ot 
oaeontial ra mater i al•• She 1 tully oo,:Di&&Dt ot the daacer that it 
aay be d1tt1oult for her to obtai.D 1:'- later, Ul4 -roua OOilr:tri .. will 

Regraded Unclassified 



now aell her all the coal , iron, steel, copper , oil , and gaaoline ohe can 
p~ for. Under those oiroumetanoes , it is safe to asorume thot abe hae 
aco~nule.t&d macy montha ' aupply at least . 

The 811\ount of rfii.W material• needed by Italy during the next tnln 
110ntho tor the conduct of the Atriean CDpaiep itaelf 1a not ueet. It 
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1a t. -...11 colonial _.-, with no major oi'tenaiveo, .nd no prolonged or ex­
tenoh·e engac;aents . Aerial bCimba and aall am• and amnmition are almoet 
uolulively resorted to, and even these are uaeJ on a scale ino011parably 
• aller tb&n would be nec:>eoaitated by 31ailar operatioru~ in Europe. 

Uoet of tho oquipoent nec:>easary to tranaport alld equip the troop~ 
durin& the next year haa already been made available and the depreciation 
and lou of this material will not be great, owing to tho nature of the 
campaign. 

If the African cmpo.ic;Jl were the aole conaiclerotion, the r- llate­
rit.la needed , o.sidc 1'r0111 oil ..nd gasoline , would be 1111all. The geateet 
expenditur& of material hu already bean cade durin~ the put year 1n the 
preparation tor thia oU~ptJ.tn. A TOry large wpply 1a held 1n reaerTo, 
both in Africa and Italy, and additional 11101.1nt1 needed would not be cuoh 
more thall could bo aavod out of normal civil1an consumption. 

Will Italy have cuour)t oil and gaaoliu.E_!. 

The conmodi ty which give a the Jllost concern to Italy is oil . Without 
oil ahe is , of courae, i&?otont , and aooumulationa of quantities sufficient 
to conduct a le:ngtey ""'Pai£11, in addition to dOileatio usea, present dit­
tloul ties. It 1s bullcy, ~•oeptible of eaa•J destruction by an enft111Y, and 
requ ire a -oh preparatio:~ to provide Iter&«• opt.oe tor very large UIO\IIltl . 
It 11 claimed thu a ainha\1111 ot three to four months under the molt favor­
able conditions is required to oonstruot a atorar;e tt.Dic tor gaaoline. 
J.ioroover , unless • reat oar a 1a exercised 1u tho type o£ atorage of gu­
olino, there oan be oonatant wut&«e through evaporation ot as 111Uoh al 
10'~ o. year . 

It 1a illlpoaaible t o know trCI:I the Italian fi£urea available how lar&e 
a aupply ot oil thoy have on hand. During the year 1934 , the illport 
att.tietioa record a total ot SZO aillion lire ot oil produoto, and iu the 
f irat nine montho at 1936 the .,... recorded total 286 allllon. other data 
purportins to bo official reoor clo ahow tor the firat nine aontha of 1936 
an inoreue in oil tonne&• laporte into Ital;y traa t he leading oouroeo 
or aupply of 15)( over oaaperable period ot 19M. The t1preo do not in­
clude ocae at the oil oent directly to Urioa, but even ao. it the oftioial 
dt.t& are oorreot. Ital;y oonnot be add to have ao.,.ulated a great deel in 
term a ot IIIOD'tha ' euppl)' t')' October ht. 

1111.le .. lt~ baa oil 8IIOIIg)\ to 1aet her a period loac •oa&b ill wbioh 
t o t.ohiave ~ wi nS me of aetbtaotor,y OODqUNta la Ethiopia. abe will DOt -
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abe oamot - brook u,y effeothe otoppa~ ot oU IIUppU.N • Thraup • • oua aeor.t aOW'oea ot lntor.atiCD Ellsl&Dd will ~ oerta1Jl to lHI'II the extent of Italy' a o11 auppl y , and Italy would be 1n a aad predi-ct it l.ngland mew that Italy wu bein:- toroecl to aeek a aettl•eut "'-aM ot depleted oil reaer.ea . 

It ia reported frao a auppoaeclly r4l1able aOIIJ'oe that Italy baa al­raacy a-uloted a auppq of oU and saaolina aut'tioitmt to aatht)' her 11otor truok needs 1n l:.'thiopia for at lout a year . But Italy neecla oil m d ~aaol1ne for her .....,..roial fleet, her nayY and au\aar1~~ea , air aenioe, and c<111:1eroial and army trucks. Rer l&r&l air oorps must han OGDat&Dt praaeice and pilota auat ~ trained for the 1000 p lane• aha 11 bu1ldins1 her arrtt::l hu lar .;a motori&ad unite wh1oh r equire ooouional uae1 and she had olanne<i, in order to aurtain the morale, to ship hcae all the troopa fran Africa durin., the next year tor replao•errt or a period ot hcae aei'Tioe. Evcc with a ainima ot naftl moT•enta and with non-eUitary uooa ruthlessly cut, Italy will ooneume large quantities of petr oleum pr oducts durin; the next year . 

oil aanot ona wou cl ee• to au eat at a • aan 't enou~ o orad o last hor until aha expect• a oonclua1Te ctoJf in iop1a. Appartmt y our attitude toward increased oil exporta to taly cao~e u a OCI:lplete aur­priaa to her and upaet her calculat iona u to h"" auoh she needed to store up . It ~~~ well be, ther efore, that Italy will ti&ht rather than aufter an .,bars o on oil , ac 1n the kn""la:lr.e of thot faot , Ea;:land aay prefer to poatpone aot1on until Italy ia 1!;1ftD time cough to aoo\Bulate auoh 110re oil. In fact, 1t 11 reported trGo confidential aoUJ"oea that ltlaaol1n1 r;an tho ilr1 ti ah Ambassador to under stand that an .. bar so on oil would be re­t arded as a military aanotion and Italy oould not be reeponaible tor the oonaequcoea, It -• otated that th11 polltion talccm by Italy with r•sar• to oil -• r eaponaiblo for the Freneb pootponaent ot cc:.aittee considera­tion ot an oil •barso until Deoeatber 12th. 

ElYery -1c couuta , and it OUf>ht not talce ~~aey montha aore betore ono~h oil 1a imported and stor ed to talce care ot Italy ' • hCII:Ie and .A.trioan nHda for a year at least . 

It 11 the iu.ropean aituaticm, howow, thllt calla torth an unliaihd demand 1n Italy tor niokel, oopper, iron, rubber, ~. abaaieala, aDd oU, Italy 1a aakin& lftry ettort to I.Doreaae her ailitary and naTal power preparedueu. She 1a at preaent buil41njl about - t:baaeand p~a (950 or t"-a war pl ... e) , tanka, t~nq truoka of all type• , ahipe and auh­marinea , t1el4 pieoe a and bea'O)' ertUl117, ud 1a pilins up otorea ot _..mitioa, ud build"- lliore oil retiaeriea - all 1n preparation tor a poaaible oonfliot witb a Mjor ..-r'• 

The aip11'1- ~ 11bo 4ltt'er- Sa 1lbe 111- .__.eel tor t1be OGDduot ot 11bo uno- o pdp, D4 tor pi'OpU'eciJIH• ~ a IIIII'~ 

Regraded Unclassified 



Secretary ~rgeatbau - 11 

vv, 11•• in the iaportmt t'act that ehe can out down, and non out out 
coc-letely,,aaterlals needed t'or tho larger purp,ae, while she must have 
l'lateriale tor the At'r1can campe.1 ;Jl• The 1rreduoiblo ainiaa are her 
JJ'rican needa , and these , except for oil, are aall. So far, therefore , 
aa it i& aololy a. question of aa.lnta.1n1ns an ae;gresai,. African cmpaign, 
Italy can ;o on at least until tho Ethiopian raiey season, employln& any 
surplus foreiOQ assets to purchase mAteria.ls she feels she must have to 
etill further increase her preparednoes for a. European conflict. 
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The attitude of the 1hlited States toward oil exports to Italy auwcoa 
;reat i.mportanco 1n Italy's eyes, and doubtless accounts for their intaneo 
d1aappo1ntlaent and reseutl!lent at the petition taken hero with regard to 
increa.God ahipocnts. With other material s , it hardly matters whether the 
Unittol states cooperates with the Lea:;ue of Nations to the extent of pre­
vantin; any "undue" expansion of exports or not . So long aa Italy has 
, old a.nd forei:;n oxcha.nge sho will find aane country willing to sell her 
raw materials , thouch she ?dll doubtleas have to pay higher prices should 
aho bo forced to omploy unusual channels throuvh ~hioh to obtain her ma­
terial. Germany cannot afford to sell It aly commodities she herself ia 
havinb dirticulty obtaining because of her lack of foreign exchanse. But 
if Italy 1a to pay for those commoditiea 1n gold, or dollar balancee, 
Gernany will, at a profit , be 'lfillins to sell her iron, coal, nitrate•, 
and a0111e oil and copper , $1nco Ge!'%1&11)' can 1n turn use gold and torolt;n 
oxchan.,e for r aw materials and foods that abo herself lacks. 

Cercany•a interest, moreover, liea 1n koopin; Italy involved 1n 
Africa, not 1n a eettlEmtn of the pr obl• which would make it .. ore diffi­
cult for her to pur~ue her 01111 plane. She 1e aakipg much hay, both 1n her 
political relations and in her danestic affaire, under the prc&er.t oon­
tuaed polit ical situo.tion. Aleo, Gennaey ia eager to eee sanctions aa a 
oreapon fall , bocauae ohe fears it may be next turned against her. Conu­
quently, she will do all ohe can, without antasonising Engla.nd, to supply 
Italy with needed materials until tho international political situation 
cryato.llhos into mor e definite alit}IIUnts . 

Thee' oonaidera.tiona support the conclusion that Italy will not be 
etopped 1n her African oampaigtt by reuon ot a ahortage ot food or raw 
11ateriah, othe~ than oil. It no European wv break• out , and it the 
Lea,.• doea not'" J..pose oil aanotiona at ODoe, or make• no &tt•pt to 
bloekade ltalian porta, and, it, further , the n~••etion coumtri .. re-
ain 1n that oato;;ory, Itai7 -be? pro~ bar Urioan ogpaipl, 
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10 tar u raw materials are coneemed, e"aily until the next ra~ aeaaon, 
and probably tor another dry seuon u well. 

! f , h"'""er, an etteotiTG G:lbarco on oil 1• illlpoaed before Ital;y oan 
import enoustt to 1\lrnish at least e. year•e suppl;y, the situation will 
chance ra41cally. One of two tbin~e will then happen: Either a eettle­
J:Iant Ttill be made a.tter a few more D\ontha of advance into Ethiopian terri­
tory - or war in Europe. Aocordinl1 t o all C<l!llnCntators , Llussolini will 
not euanit to IUl ignominious detee.~ e.t the h!Ulds or English diplomao;y . 
Re.t hcr , 1t hie colleagues are unable to atop him fir at , he •Kill involve 
Italy in a real wnr. Should Ite.ly find herself oheolanated by dwindling 
oil reserves, a pee.cetul settlament seacs, with the preeent political alie;D• 
lllents , t o be tho more likely we.y out tor Ite.ly, since the e.lternative path 
11'0Uld doubtleea brinG the dcmni'e.ll or l..'uuolini - and possibly of the 
Fe.aciot party domination. 

llO'II' nuoh for oiJ:P. oxch&ll!!je can Italy obte.inf 

Italy' s foreign assets ore: 

Gold and foreign exchange held by the Bank of Ite.ly. 
Foreign eeouritioa, f oreigp bank be.lanees, and other 

foreitn claims held by Ite.liana. 
Foreisn credits. 
Foret~ oxch~e currently availe.ble frcm Italian 

exports, tourist oxpen41turea, cisrant recitte.neea. 

Tho reported holdinc;s of the Bank of Italy on October loth were 
4 billion lire gold and . 4 billion toreit;n exohan::e . Sane of thot hae 
unquest ionably been disposed of becauae Italy's purchases have been very 
t ee...,. during October and ::ovember, and her foreij7l rOTe!llle frca shipping 
he.a declined, while payments to foreign ebippere he.ve incree.sed. In 
September her exceae or inporta recorded wu 227 million lire1 October 
and J;ovOI:Iber would probably show greater aurpluaea, and her import figure• , 
moreover, do not include shipaenta ot goo4a and me.terie.l purchased abroe.d 
and sent directly to Africa. 

On the othor he.nd, her net reveaue trOtfl touriat expenditure• e.nd 
shippin& -• ver;y De.ll during those aontha. Her ohiet aour~ of torelp 
inC<no h Clllli{;rant rcitte.neea. In l9S2 tlleae ~e4 to 900 ,.uuon 
lire. .\ teneroua .. tia&te would be 200 allllon liTe reoelved dur~g the 
put two aontha fTall •igrant raittanoea. To ottaet in part that aouroe 
of fore1.;n exobe.nge. It&q hu had to aab ~ in tcreip esobazl.&e tor 
a portion ot the apea.ae ot tnauportlnc her UWiJ ud equ1r-t to l.tr1ea 
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o.nd purchaain - oCI:Ie ot her auppliea locally. The Bank of Italy atat-t 
recorda a reduction of 500 lrlll1on lire in gold and foreign aasato rna 
Septellber 10 to October 10, It io reasonable to eXt>ect a decline ot at 
lout that much in the followin<; 110uth, Yhen eTery ettort -• made to build 
up a 1·eaerTe of Jt&torial tha.t may be impoosiblo to o;et later. 

Ital:p nOY probably has not more than 4 billion lire in gold and torei.e 
exchan0o reaorvoe . 

lt 1a oetim&tod the.t sane two to throe blllion lire of o;old o8D be ob­
tained from the people's jfiWOlry and hoards , throu&}l patriotic appeal, and 
otter of inter oet , The &overnment hae ort~red a 26% premiu. in paper lire 
tor old (thereby, incidentally, ortioially doprociatin~ lire 2~ fran ito 
'Old par, though by Tirtue ot ita oaoplete ex chango control the ottioial 
rato of oxchan~e quoted JO&Y tor a tit:e be dirteront) , and 6~ interest tor 
•old turned in. Further, it ha.e pra.ioed that the same anouut o~ gold (in 
we~t) will be returned to the lender at the end ot a year . .t.t tho aee 
tiae, it hao prohibited the oale ot rey gold to anybody except t ho t OTern­
• ont . 

To t hue aeaeta , totallin& 6 to 7 billion lire, must be added the 
Itali..n owned foreign investments wh\oh oan be aold abroad by the Italhn 
Government, the ownora receiving in exchange lire or danestic bonda , The 
~ount available tram that source has not beon published, but it is eati­
matod that tho securities in the hands of the government have a marketable 
value of fran 2 to 3 billion gold lire. 

Forei(;ll credits can be ruled out . Italy cannot borrow in any of the 
tii'ty courtriea which have imposed aanotions, and of the non- sanction 
countries her chancea of any considerable loan are very slim. In the 
t nited States , the Johnson ~ot atanda in the ~ of a public loan, and in 
~ cue there are tfiW ilrrestora 'IIIIo ""uld rilk a loan to Italy now except 
at preposterously hi gil rate a . Gen:1~ mit;ht extend Italy sCJ:!e credit, but 
not to purchue food or raw • aterial that Gerwaaey needs to auppl..,.ent her- I 
oelt throu;)l ilopcrta , '!lhether Japan will sell goode to Italy on credit 
depends an political reali~enta being secretly made in preparation tor 
the pr obable European and Asiatic war. Ril;ht now the proapeota ot Italy 
and J apan joining torcea seem distant, thou~)l doubtleaa Japan will aecretly 
do what abo can, without jeopardising the reputation abe 1a trying to 
build up in tho East aa ohanpion of the brown, yello,.., and black races, 
to enable Italy to flout tho League. Unfortunately for Italy, Japan re-
IIG:IIbert Uuuolini •a otrioturea of a ffiW yeara paot on the graat yellow 
aonaoe. Japan ( i.e,, the military ol1que who awear to be haTing oo 
1:1uch influence in Japaneae t'orei&n poUoy) might oTerlook Italy'• olur on 
tho Japoneae rue and ignore her role ot olwap1on ot black peop"lee , it 

here could be arran:;ad an Italian-Garw.n-Polioh-R~-"'en-Japaneee oc.bi­
netion against lbtoaia. But barrins that pouibUity, Ital:r'• oapaoit;r to 
borrow abroad 1o too ~1 to be a taetor 1D law prea•t clil-· 
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.Uto~ether , then, the Italic llo.,..ract can n- obtain acae 8 to 10 
billion old lire with which to aeet for d olaiaa. A.lmoat ail of that 
1 w 1a an.i e for the purohue o blporta, ainoe the INIU Italy ll\lat 
pay in foreign currencies on Italian inYeatnents held abroad 1e negTiilbleo 
K?mally Italy hae a net peymeut in intereat and dhiclcmda clue reeideDta 
of foreiGn countries of about 600 million lire. She will not hesitate 
long bot'ors malc1n .. all or it payable in lire, aa moat of it ia already. 

To her forei :n assets av&ilable now, muet be &c!ded exchan:;o that will 
be pl aced at her disposal durinz tho cominc year . 

In tho next year Italy will be &ble to add to her foreicn aasete 
auma clue hor trora c:dr;rant ra.ittances and exports. 'l!le first of these 
~ reach • billion gold lire, e.a Italy h already mald.n;; str ono appeals 
to the allliona of hor emigrants in llortb and South America for fund a. 
"'eccrrer y abroad. and increased nee:! in Italy, added to patriotic appeals 
tor aupport , may oaally call for th a billion lire. Receipts frcrt tourht 
e%J)endlturea , normally a large it.., , will be ueatl:y reduced because of 
the trouble £n&liah ape&lcing people are haYing in Italy, and because of 
the cenorally diaturbed ccmditions there. Aa for forei~ incaoe fra!l her 
shipping, that will caopletely dis&ppear. 

Hor exports of mero~dise will probably be between 2 and 3 billiona. 
In 1934, Italy' a exports to the United States and Germauy alone mounted to 
1. 2 billion lire. To this sum must be added her exports to Albllllia1 Brasil, 
Hungary , Japan, and Austria, which in 1934 equalled about SOO million. If 
these countries buy no less from Italy than they did in 1934, the total 
will be 1 , 6 billion. All of them, exeept the United States and Brasil, 
have purohaaed oonaiderabl:y more in the first eiY,t months of 19:55 than in 
a comparable period of 1934. 

It h not unlikely that Italian exports to these countries can be in­
creaaed by 1(1;( next y,;ar , because of lower price• of Italian goods, lower 
liro rateo, and indirect d.....,.ds (o. g ., £n&land will buy more l811Dna rr ... 
the United States , instead of l~alyJ and more Italian lemons will r;o to 
the United States, eta. ) . The Italian GOYerument will, without doubt , 
resort to export subsidies and surrept1tioue exohan; e deprectaticn in hor 
eftol't to inoreue exports , just aa C',.nMcy bu. It. 1a not improbable that 
her export a to non-eanotion countries '~<111 inoreaee 16 to 20 per oeut • 
Another half billicn lire can be added tor Italian exports ll!IU!;gled out to 
thoso oanot1cn. oountrioa which ..re luke-wan~ about entoroing tho e~~~bargo on 
imports . The oonservatiYe el-m: in Spain t. not in favor of sanot1ona1 
thero 11 a lart;e r;roup in t'ranoe and Switaerland who will no'.: cooperate, 
and Yu&oalaT1a (one-fifth of whose export• noraally go to Italy) will find 
it ditticult to enforoe sanotiona without efteotiTe ~itary polioin& of 
the border! wtiUe maeroue CeDtral Uld South ,_.riO&D ooantriea are not at 
all 8)'l:l!f&thet1o with League -aeurea. 
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It 1a not unlikely that, natwitheta.odill?; the ooutilluanoe or ~iona 

11.,. 111 force , the Talue of Italian exporta durin& the ne>:t year will be 
t roa 2 to S billion lire. 'i.'ogether with the other oouroea of in- 111 
tcrei!'}'l exohan~, &dded to the ouaounto abe could '>bt&ill now, Italy will 
hove durin•· the ne>:t twehe acntho a t\md ot fran ll to U bUUon Ure 
With Which to Pay for neoeaoary iaporto , 

As we he.ve aeen , she. will need to expend from 4 to 5 billiono or the.t 
aum on rood and re.w materials, ailloe oho muat continue her African oampai p , 
provont buoinooa activity from deolinill~ too ahe.rply a.t home, and people 
f r0111 ~rowin.; discontented over food ohorte.ge. Italy will then be lett with 
6 to 10 billion• the.t can be uaod to iaprove her W'l.r machine or lcept u e. 
reserve. Once that aum is spent, Italy would be very vulnerable , Not 
that she neeclo the gold e.s e. reserve tor her aonete.ry ayata, but aha doea 
nood the :;old to pe.y for an adverse balenoe ot trade so long as the lane­
tiona are 111 force . She will , therefore , ~pend her reserves spar insly 
uot11 abo oeea the end of the emb&r~o againlt her export., or until the 
ae.not iona broalc dom1. But abe will apend it freely tor the purchaao of 
re.w • e.toriala needod to t'urther expal>d her war ~~a. chine once 14uaaol1D1 
cleoidea war 1n au-ope is 1Dn1table and iMDiinent . . 

The probla ot a shortage o.t' toreip;n funds will not exist for It&ly 
durin ; the coming year -- 1t no European nr 1e contemplated. U ltuuolilli 
ber;ins to spend the.t reaorvc i'reel y , it would be tdrly strons evidence 
tlu1t he expects to firl!t soon theree.tter outside of Africa., 

•• 
an It&ly tillanoo tho .D'rice.n ...mpai:'P and her a ... eetio u:penae•T 

Ye1. It alc1ltully handled, and if no .ajor •ilitary defeats are 
auttered, tho Italien Gover=ent can oontinue ita bu~ary ciei'iolt for & 
couple of year• at least. 

The pre1ent outstanding debt of the Ital1.c Goftrmaent 11 llO bil­
lion lire. (!lot counting ,..,. 30 billion lire which 1a the eatU.ted 
"present value of deterred p~onta of e.aauitiea" tho State has promioed 
to Pe.Y• ) An additional 10 billiona 11 now being re.hod without 1noree.o-
1n~ the outotandinj; debt , by the 11•ple devioe ot oon-nrting aoaoe 60 b1l­
lione ot at per oeut bonds into &f per oent bond• upon pe.yaent of 16 lire 
per hundrecl , Ina-oh e.a halt the boDda e.re held by quu1-publio 1not1-
1;utiona e.nd nriouo tom• of pr euure oan be br out)lt ag&inri the r•otn-
111& holdero , there 1a little cloubt that the opere.tlon will prllft IIIOCela-
tul , T!le 1ntereet ooet to the ~cw.. lilt of the ddlt~ 10 bUUoa 
obta1ned 11 e_.bitut;, It wwb out to l Oll. but t1w r;cw.. M pnten 
to ~ that hip rate t1wa illon&H tlw debt. !be aportut: -u~~c~a 
now, til., t111, w;: prea a •• -"14- ot .a.. ftallaa people 111 .a.. 
aouadaeea ot co• \ f'Pe·oe. 
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'!'ho official budget tisuros ahow a dotioit in tho fiscal yoar endiJir> 
19~4 of 5 billion lire, and for tho first six months of 1936 fiaoal 
year an increase of ~ billions, Figures for ~ore recent montha ahow the 
dUioit to be runnin"" about 1 billion a month until Septeber, It waa 
1 , 1 in September, and waa doubtleas greater in October and NoYanber beoauae 
of the larger mmber of aen ilalled to colora. Row much Italy will need d.,_ 
pends upon the European aituation. The expense ot the African oempaign 
alone t'roa now on will probably necessitate len than a billion lire a 
aonth, but 1t It.ly 1a going to continue to keep a aillion aen under &J'III 
at horle, and continue to inoreaae her military equitment "" fast aa aha 
has been doing, her detioit may r -oh 3 billions a month. She will soon 
obtain about 9 billions throu~h the refunding arr..n~ement (she alrelld)' 
has rooeivod 4 billiona), and so will probably havo to borrow not more 
than 2 billions a month during the winter and epring. 

Iseu~s of an unlimited 811!10unt of Treuury bills at 4i' in:t:erest are 
authorized for tho current t1acal year. So lon- aa tho war continues, 
tho ~overncent can borrow without much difficult)' an lldditional 2 or 3 
billion lire a aonth. 

In fe.ot , the deficit oould be greater than that ahould e. aajor war 
bre1lc out . '!'he danger of continued deticita durin! a war liea not in the 
reduo8'! confidence or the Y&lue ot government bonda -- a goYernment oan 
al~e pay iat~rest in paper money -- but in a oomplete loss or oonfidenoe 
in tho mnintenance of the purchaain; power of the currency. So lon$ as 
there 1a no near proapeot of aharp inflation, tho -ovormnent can, througP 
eevoral channel a , obtain enout:h tu.,ds to carry on, l!arked inflation -­
only ito m&.rked stageo are etteotiYe in oree.tin~; serious ob,.tcclca to 
tine.ncin- in 11ar time, a riee or 2 or 3 per cent a month in the ooat ot 
lhing in ti· ·e ot .....- will not divert e. t;overnment fr11:1 its prou• -- oan 
be prnented so long aa dCDIIstic political etabil1ty aell!ls reaaonably 
aoeured , and so lonr; ae there are no l.t::portant defeata auttered in Europe. 
tvcnte in Africa. will co.uae 111arked infllltion in Italy only it it brinl;a 
about serious civil disturbance e.t hane , or leads to e. diaa.atroua conflict 
in Europe. 

Inflation, should it oa.ne , will not be tho oauee of Italy' a political 
broalc-up -- it will be the oon .. auenoe (an<\ aggrafttiD!; e.coanpanime.nt) ot 
chil 11ar , or the result of a military defeat important enou~ to apell 
dOOI'l tor tho ~onrmoent 1r power. 
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u oneroue 11' financed wholly with increaaed tax a instead ot with loena, 
only by bor!"owing it soeaa aa though a l&~·ge part ot the burdcm 1a beiJit; 
postponed. It 18 true that the hic;her taxes nooeuary in order to meet 
t he interest p~onts usually fall more heavily on certain inc011\e groupe 
tl:an on others, yet the inequality of burden is not ftufticiontly apparent 
to the cla.u that really bears the hee.vier load. 

In e:D:f cue, the burden caused by inoreued interest payment. will 
plao no role in cheok:.n · tho Ethiopian ceapai&n durin• tho next year . It 
a ay, indeed, beoCXIo a factor should the caapai:;n be prolonged an additional 
1oar , but other forooa are at work which will bo more important 1n ahapi.rlg 
the oourae of evanto in the next year or two than tho increase in ltaly•a 
debt fro~ 110 to 135 billion lire. 

5. 

LOOI Italy laclc 1IUUl power f 

11o; thoro ia no probl0111 at all with ro ·ard to the neceaaary aoldiera 
and laborers. She already haa over 270, 000 workers and aoldiera (boaidea 
Colonial troopa) in .i!'rio& and a million 1:1en 1n arma at home. The mil­
lion men at home are needed only so long o.a tho European situation ro­
maine acute. It it booomos more so , then clearly the question ahitta traa 
Africa to Europe. It will no longer be one of Italy ' s capacity to with­
stand a lone strain; it 1'1111, instead, becCI'Ie a question of allianc01, and 
ot 111litary and naval prowou. 

Tho expense ot aaintaininj; that large &n:Q' baa been diacu .. od above; 
wo are ,,t this point oonoernod with the probl• whether there ia u:zy oon­
ai derablo attrition ot her 11an power. There ia none at hoae and ao tar 
t here ia very little abroad. J.lost or tho troops that Ito.ly ia uain& in 
o0111bat are Colonial troops ortloor od by ltahana. Her policy 1a to use 
Colonial troops aa much aa poaaiblo and thus far aha baa been suooosatul 
in having tho~ Colonial troops take tho brunt of the battloe. The oaaual­
tioa to Italians oonoiat chiefly of Ulneaa. Op to data, it 1a reported 
that about ~o.ooo troop• anc1 worker s have r eturned to Italy. llost ot th• 
are returni.rlg beoauae they are Ul. Thoro are ...uy who have nd r eturned 
and who are be in;; kept in hoepitah or ehnl\ere outaide ot Italy • yet 
caaualtiea ot that 110pitude are not nearl7 enoug. to cr.ate a aoarcity ot 
..,, Such iaportanoe u the louoe do have Uee in tho attitude ot tlwl 
people at ha:to t oward the -pe.ip and l*anolini. 
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that quarter . However, sCIDe reports auu,eat that the native troop a are 
beo .. in& disturbed at the r eali&ation that thuy ar" beinc used as the 
spearhead to take the brunt of the oa.aualtioo, while the I tali.u troope 
~0 the lou dan:erous work - oxceptJ.n;;, of course, tho air and tank aer­
vioo, and officers. Once th~t feelinc becomes wideeproad tho Italiana 
will tind it necoosary to rely aoro end more on their <nm troope. 

the tichtin-; in the near future, then, 111ay yield many more ouualtiea 
•on~at tho Italians tor two rOAaon.a: core Italian rec;imenta will have to 
bo uaed in the advance cont1ng01tfo to allay &rowin& rosentrtent anong the 
Colonial troop&J and it hoa become nocoosary to prosecute the campaign more 
aggressively. Already it io reported that different methode of ottenoive 
are being planned Whioh will involve more liberal use or Italian t r oops. 
l~oaolini is reported to ba preosing tor a more eg;reaalve advanoe . He 
tully realizes the danger ot A long drawn indecisive campaign. It Great 
britain had not taken so definite a stand acainot Italy ' a invasion, tho 
oampai&Q could have prooeoded ao ~~aaolini originally intended - oonsoli­
datin; alowly but s&fely, and building up hie ooamunicationa, aerrioe of 
aupply, and native political allegiance ae he went more deeply into 
Ithiopia. It is reported tha 16.1ssolini expected to take three yoara to 
oaapl.te the tuk. SUoh taotioa are now out ot the quution. It JIIUst be 
a 1hort and apeota.cular campait;n. Enou;.h terri tory must be won and a.t 
least one large defeat a.dminiatered to en~ roroea before the rainy aeaaon 
aeta in aca.in . In taot , he cannot now even wt>J.t that long. Great Brita.in 
ond tho Lea:;ue are preaain& IJueeolini too closely. He must penetra.te 
turtheT into Ethiopia, and then pave the W&¥ tor 10t1e bargain to be 1truok 
with Ethiopia and tho Leazue before either he losea control at hoce, or is 
driven in desperation to fir;ht tho Britieh and porhaps French and Ruaeia.n 
tlecta and a.1r forces. 

A more ra.pid a.dn.noe, usin;; 110re Italian troopa, ~~eans p-eater 
caeualties, yet it will not be the extent ot the ca.aualties f'rom battle 
that will bring a.n cmd to the cemp&ir;n - they ce.n hardly be heavy enout;h 
for that . It will be the efteot defeats a.nd hea.vy oaaualties will haYe 
on the morale and political support of the people a.t horne . 

:lo ma.tter how carefully the newa is cenaored, information of any 
aeries of defeats, or hea.vy casualties, or wideaprea.d disea.se among 
Italian (not nat be) troops will quickly aeop hCIIIe and will , moreover, 
be e:raggera.ted 1n the t r anai11ion. 

Olithout I:!Ubd auooe11 in Ethiopia, with the standard or liviD& 
cleolinlnj; a.t h,.,e, a.nd with ao.t of the world hostile, llllaoolini' s poai­
t.ion can survive only with dittioulty, or only while the European dtu&­

tion remain• at ita dr ... tioally acute ata.ge. 

The real crux ot the ~a&tter -- aeide rr- the ~rtam: pr oble ot 
oil -- 1a the daaestio-poU.tieal one. Tbe eruoial~ation 1a nat how 
lon ... oap Italy lest, but how lee ou Jiliieoliiif larir Die dCillid'&ii 
would, it h e;.,ara.lly haleS, br about a rad o&l ~e in the aituation. 
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0 0 lon~ aa he ia in the a addle, Itdy will not w1 thdraw frQf!. the African 
ou.rpair,n until he hu eeoured military control o ... r a large al!oe of !th1op1a, 
or until he is GJ"&nted euoh control by tbG League of No.tiono. Even oon­
aervntive quarters e.f!'inn that he stand or talle by hia oucoeee in the 
Atrican venture . By aucceao ia meant enough ot Ethiopia to melee it pouible 
ror \fuaeol ini to oonTinoe t he Ito.lian people the campaisn -• worth the 
undutaking. 

Can l"uuolini laotf 

All reports indlcate that at the moment the bulk of the lto.lillll people 
are solidly behind J.:ueoolini. They were loea eo before the application of 
oanotiona , but , as io ao often tho oaeG, hate !'or a comr~n enemy baa 
eolicUried the people far more than loyo.l ty to any progrlllll. Hatred of 
£11-:land and En(lliahmen d010inateo Italy now. All reports otreeo that faot . 
If t horo ,..,re U1;f doubt& that l.!uasolini had popular aupport , such doubte 
haye been caapl etely dissipated by evante of the po.at month . The Italian 
people are now not only a ore adamant 1n their deaire to puah the Atrioan 
oanpo.i5D, but they are oc.plete}y reconciled to aoceptin;; without ccr.plaint 
the eacrifioes that they will be called upon to aeleo with the sanctions in 
force . 

Uow much of a aaorifico are they beine; called upon to malcot And how 
long will they be induced or forced to melee it f 

(a) rheir otand:u-d or livi.ug 1a being l ...... red. 
(b) Thei r freedCI'I of action ie be1n0 otill further curtailed. 
(c) Caaualtiea ..,ons near relative• are being experieooed. 

(a ) ':'heir standard ot l1v1n, 1e being reduced trca three eouroee: 

(l' ) There are a a ill ion and a quarter men under IU':!lO who are pro­
ducing ....,ry little that add~ to tl1e real inccne of the people. L1lcewieo 
the pooplo workl.n;; in faotorieo turninr; out war Dl&terial, and workera 
on..,aged in tranaportin;: eoldiore and materials are not adding to the na­
tional real inocmo. These may all be neoeaaary expenditures fr<lll the 
national point or view, but they reduce the vol\DIIAI ot gooda Italian• enjoy. 

(2') Taxoa and the intereat ~· on the publio debt are inoreaa­
in~. The burden ot t..,..ticz ia bound to tall Oil - p-oup• aore hMTilY 
than on others. Thou&)> the 'rMter intereat ~t doee =t deprive tho 
nation ot goode or eervioea (wbat..,.r 1a produ....S ia u'~Uiaed ) , oen.in 
olauee wf'ter and all soup• think the burcl& le in_ .... bz beaTier 
~bUo debt. The ~oho ogioo.l reaction 1a in thia oo.ae aore Japortant 

'1&11 the peyaioal one. It 1a wbat the people think th~ ere eutterinp; that 
oonatitutec a threat to Wuuolini and hie !.mperialiatio pro~:TD, not what 
o.n eoonadot oan ahow by ltatiatioe how •oil th~ are be1ng deprived ot. 
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(!')The tmpoaition of aanctiona atrikoa at the standard of liYin£ 
troo two dir ections• it makea i~orted goode more expensive, both becauae 
or the depreciation of the lire, and the shift to more expenai.a oouroee 
ot aupply -- it mekea neoeaaary the production ot goode or aubatitutea at 
hcae that could aore cheaply be purchased r.brc&dJ and it creates idle 
equipaeut and 1111Cplo)'llf1Dt in export and o.uxiliary industries. ~ .. ac.e 
dcaeatio induatriea sutter beco.uae of the restriction on use of raw material• · 
• or example, the o.utcaobile aanutacturera have been bard hit by the '"2')' 

i :h tax imposed on paoline. Then, too, peraona en:;a&ed in the production 
ot citrus truita, wines, eto., will be faced with curtc.iled inccrea, and 
will bo able to purchoae leea. 

Those reductions in the atandard of livin~ ore felt through increased 
taxes tbat are spent on the arm,y and war needaJ and riaing prioea ao­
c<npanied b)' incomes (chiefly wages) not riaint; o.a ~:~uoh u pricee. \'lhole­
ealo prices have been rhW steadily throus)lout th1a year . According to 
their own publiebed data, the wholesale price index inore&aed 26;( t'roa 
January to October! Salaries paid out (not wet• rates - we eo.nnot set 
aatiatactory - ;;e rate t~ur .. ) , which do oct allow !'or inereuod •ployment 
in preparation of the African campaign, inoreaaod only 6% b)' Sept•ber. 
Coot ot llvin;; tigurea ehow a s:~all increase b)' Auguat, but thoae alwqe 
lac;, and aro, .. oreover, to be accepted with much akepticia. ~luaaoUni baa 
or dered a cessation of published statistics in October, except for abbre­
viated end selected data. Official atatietioa that have any iMportant 
bearing on the Italian eituationmust, therefore, be treated 1n the aeme 
categor y ae war n.,.. 1n official cCIIIIlluniqu61. 

Bi~her taxee , hio)ler ooet of living, a .. e or aallar money inctnoa, 
curt&ilaent of ac.e l\IX'triea, annoying conswa"ltion reatrictiona, and, 
particularly for peaaanta, hardu wor:C to make up for those called to 
aervioa 1n the UfJI:I/, all to&ether epell a aarked reduction 1n the atandard 
or livin'jo 

Ihe further curtailment ot personal treedan characteristic ot war 
times, and the caeualtiee experienced among t .. ily, relatives and triende, 
are tho aguavatin;; ciro,.atanoea added to the lowered atande.rd of livinfj 
Which , under propitioue oirouzatanoee, can eaaily c~e popular support 
t o wideapread rebellion. 

The extent to whioh Ul)' people oan autrer a reduet~on 1n the atand­
ard of livin~ and ether IIDIICJT&DOe• without rebellion 1e directly propor-
tional to the extent to which th aorall a the iii r. 

e p • ta o a ow ande.rd of ,. o a e peop e • '"2')' 

low indeed., auob lower n• than the preaent Itali., atandard. It 1e 

not, however, the ~aioal limit wbich 1a aipiticant - it 11 the political 
limit , Ul4 the politieal (or paycbologieal} l1a1t .-g peoplea net yet 
broken 1n ap1r1t, nor yet oont'roated with cbaoa, ia auoh hi&her than the 
Phyaioal limit , Such a people will r ebel laD& before the limit of pbJaioal 
enduruoe 1a r .. oUd -- prOYidin& the __, 1e not bu&in£ at their pte a • 
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At what point will large Groups of Italien people oeaae to aoquieeoe 
1.n tho aaorifioea dananded of theT 

The It&llan people had been exporienoin!S a drop in their oto.ndard ot 
11v1n before the Ethiopian o11011p&1gn opened. It 1a bel111Ved in mUJY 
quarter• oanTOraant with Italian conditions that the increasing eoonom.io 
t r ouble• we,-e no lllll&ll r.otor in I.Uasolini 1 a detel'll.in&tion to embark on 
a Colonial war. War or a at ron& threat or war alw-.ya baa sorTed to rally 
people around tho l!l&n or r;roup in power - for a til:le at leaet . 

Tho recent mcntha have, howvor, brought additional bur dena: effoet 
or oanotions, increase in the number of men under &nils, and cuualtieao 

-:ut should the African oemp&i&n ah01f d.iatinet air,na of dor•ing d01111 

83 

;o a loa;: drallll out atru&~;le, and should the W.CU• ehow so un.ited a trent 
aa to ocnrlnce Ital<.an pe<'ple that an attaolc on the British fleet 'IIOUld be 
extreely foolhardy, the additional burdens will loom very large. The die­
content eng.,ndered by ouualtioe, by the annoyaDoes , by inoree.aed tuea, 
inoreaeing &OVel'tll!lent debt , hoi;;)ltened cost of living, will then grow 
ap~oo and tho spirit of submiosion to k~asolini will begin to oraok. 

There Rre three possibilities fraught with c rave danger to l~asolini: 

1. He mey break under the terrific atr&in he h undergoing . It 
is g..,er&lly agreed that he baa qed oonaider&bly during the 
past aiX lllonthe . It ia persistently rumored that he hu been 
and is ill. 

2. A severe defeat in Ethiopia.. At the present l'loment auch a 
defeat oe<Jlls very unlilcely o.nd -..ould probo.bly not oo.uae 
Nussolini1 s downfall booauae the European aituation ho.s tho 
Ito.lian peopl8 keyed up, but ahould tho sanction problam quiet 
down, tho defeat will give rise to diaoontont, questioning, 
and increa•in& o<~Dpla1nt . 

3. the Uo;rint; realiaation •ODG the It&liaft people that lluaaolini 1 a 
recent tactioo are oarryin<; th• r apidly to-.rd destruction. 
Th...X..ague oppoaition, the loaa of French .upport , the indi~ 
tiona that tho United States ia not 1n 81JIP&th,y with It&l)" 1 a 
venture, and the reoopaition that Ethiopia 18 net being oon­
que<ed with aa JIUOh oo.ee ee wu popularly u Uolpated, are 
together 'lYing much tood for diaturhin& thou&hts ~ tho 
people. Alreedy there 18 uave oonoern tor the future 1n 
tho~• areea and induotriea that depend largely on toreir;n 
~eta for d18poa&l ot their produeta . 

A coup d' etat -cineeHd 117 the lillg with tbe aupport of .1Dt1· 

haciata 11'0uld pro~ prwide the·- of •MolJ.ai'a • .,..... !hen 
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1a 110 love lost between the roi.;111n& houae and l!uuollni, aDd it the King 

could bo conYlnced that he could auoceaatully &et rid or Muaaol ini , he 
would not hesitate to do eo. The Anti- Faeciet8 include aame Yory influential 
and woo.l tey perao;na , and thou;h the-; could ~et few to support the in an 
attaok on J.;uaaolini now, they would find hundreda or thousands who would 
rally to their support at the first obYious eign or a weakenins or 
!.uaa llni' • position. 

l~ced Cussolini in a ti-~t lace, Now that 
F ranee as Gtated de initely ahe ac : and 8 ou d or fleet be 
attaobJ, he will probably atriYe for 8011e tpectaoular victory in Ethiopia, 
and then mate the beat comproaiso he can. There i8 al~8 the poatibili~; . 

alteit a very sl:lm one, thAt he will be able to make an alliance \Yith 
Gon~ and Japrun nnd thereby radically alter tho complexion or tho situa­
tion. 

':he Ethiopian o~C~paicn 1a not proceed int ea well u bad been hoped 
t,:o leaders and o")?octed 'by the public. lll!lctt all neutral authoritiu 
r ro<lieted Italy would han a hard nut to oracle in Ethiopia it the latter 
adopted -itin<; and retreatin& tactics. It.ly ia roachint; tho r~ore dit­
fi~ult terrain; her tanlca haYe not proved very effective; and her air 
tore• , thou.;ll extrOI"'e l y valuable, has not been able to m-eal< much destruc­
tion; Colonial troops are beoomin6 less eager to bear tho brunt of attaok1 
and all tho tilne Ethiopian forces are bocomin& more skilled in mooting the 
kind or campaign Italy ia purouing, and are acquiring more arms . 

On the other hand , tho Ethiopiano are having their troubles, aa well . 
They cennot manwver a.ny il:lportant surprise attack because o!: the care 
with ldlich Italian plonoa trace their noYen.onttl they haYo no torvice or 
aupply worthy ot the !WOO, and cannot r~~~~aln a~ rr,. their home baae 
ot toed long. Solutio, no acre than lalaeolini, can stand a severo 
r~ilitary defeat. Be ia 'by no aoana a well 1Dtrenched monarch, as was 
"in& Wenelik, loading a carefully assembled force to battle. Hie 18 not 

a well knit force , nor i1 hia power over the numerous chiertaina abaolute. 
The !.'thiopian anv is easontially a very 1- collection or tribes , whoae 
alle,ianoo in most 1nate.nooa 1e to their chief• , 111any ot whom do not re­
card ltinfl Sel assie as a real l eader a heir tathere did King ltenelikl 
and ..,~ or whoc will , once they are conYinoed their chances or Ylotor y 
oYor the Italians appear .mall, not pr OYo unauaoaptible to the kind ot 
bribery the Ito.lio.n.e can and are offer ing Ethiopian chiattains. 

Arter the tirat big defeat , l arge :r oupa will tall aw:r troa Selaada, 
and t "e aorale or the M me1nder will be badly ahaJ<en , It will then be 
eaty tor llluoliAi to obta in aatlahctory eDOUgh taraa to penrlt hla to 
tel'ltinate the af'rioan I.IU 'aign. But should the 'l'ictol')' be F"";hiopi a ' a , 
tho role will be rO'I'ar ted - Sel uaie'a powr will be gr eetly enhanced 
uonc hh ohiertain• J the Ethi opian t oreea will be putted with contid1110e 
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nl that ,. repetition of 1878 ia 1n store for th...,, And Muaaolini ' a stoollo....._ 

will drop eht.rply &t heme, llld more sht.rply on the Europelll market, ,!~ 

Hence tho ree.aon ~ Itdians up to now ht.Ye proceeded oeutioua'4(~ 
uain• stet.t~-roller te.otioa -- e.t Ill avera~o rate of little more than~~~ 
aile a~~ and honea the reuon ~the Ethiopillle haYB &?Oided ~ 
aoro dangerous thlll aldn:liahoa and guorUlo. o.tto.olca. 

Our attitude with roprd to oU oxporta to Italy hu played 1D rZ'""I 
cent woolce and is playins no .. all rolo in tho 111\ole dr.,..., It Italy ""-1 
could got all the raw material aha could pay tor, aha could ipore !AM 
aanctiona , and afford to pursue & leaa dangeroualy o.ggreas ive oempai~_·• 
1D Ethiopia. Tho morale of her people would bo lou vulnerable, and (/) 
}'ranee might have boon leu willint to support Great Britain, 

"1\o League , without etteot1To eoonCIIlio alllotiona, would be faced d 
t.n obdurate lolussolini , alowly but auroly oonquerin~ Ethiopian torrit....., 
and boinr able to carry on indefinitely in t ho face of only pe.rti&lly ,JJ 
ortootiYo unctions. Tho let.ders ot the proaent r;OYonmont in Great ~ 
~ritai!l, 111\oso real delire 1a not so II\ICh to strengthen the League,- o t 
o.dminiator a diarupti•e defeat to Italy Which tir;ht aubaoquontly r~pla 
Faaciam with aanoth~ woreo - aa it ia to r;et rid of lo!uasolini, may ~ 
their ht.nda torood by tho British popular d .. o.nd that the Lea&Uo l!lllot~ 
bo made affective. Groat Britain, throuah the League, may in that oa .. 
huo to resort to military aanotiona - i.o., blockade or tho Sun Canal and 
Straits or Gibralte.r . (~anoe' a support could be won o•or to such a pro­
r;rom by r;i•ing bar wbo.t aha has been long wantins• ae,;uranco ot aid 1n 
oaae ot a Gonaan attack. 

! hat """ld moan war. loluuolini haa already c.-itted hila.aalt t o 
retaliate to ailitary aanotiona or blockade with resort to ...,.., Placed 
1n a position or t i r;htiD& a much superior foroe, Vuasolini aay otter 
Gona&QY OYeryt~ the latter wants ( i,o,, Austria, alliance azainat 
~asia, etc , ) and &QYthing may then happen. !loreovor, the Italian people 
will be ~oh lose apt to deaert Auasolini 1n to.oa ot a blockade, which 
will truly " get their blood up" to a cQIIpletely irrational national atate 
ot mind , than would be the oue were they oontronted with the alow and 
unapaotaoular , but u~ly unendin$ preeaura ot an ettaotiY atopp&&• 
or necuaary r aw cateriala. 

in the -ttar or aalll.n& oll, cotton, 
a ..ext t• aCiiitli& to be ot orvoial 

The roar that we may take tho atap ot rastriotin' exports ot thoaa 
i tema to Ital;y 1a no eall t.otor in llllaaolini' a aasernou to aa&lc a to.oa- • 
•av~ pw,oetlll 'IIIII' out of hie pr eMilt clil-. 

CONFa~ENTIAL 

PLEASE DEST 0 

0 
0 
z 
II -0 
rTJ 
z 
-f -)> 
r-
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Serw tor 
Bulkley: 

I! . M.Jr: 

B: 

ll . ll .Jr: 

B: 

H. loi.Jr: 

B: 

H. II.Jr: 

B: 

B. U.Jr: 

B: 

H. ll.Jr: 

B: 

H.M. J r : 

B: 

H.JA. Jr : 

B: 

Bello 

Yes, hello, Mr . Secretary . 

This is Morgent hau. 

Dece•ber 6, 1935 . 
Fr iday 

Yes, why in the devil do you get in such a rush 
before I have time to talk to you a minute? 

as 

Well, - before - I Just want to tell you - gosh, 
you certainly knocked me below th.is morning. I 
never felt the way I have after getting your tele­
gram . I - I was - I sent him the letter Tuesday 
by registered mail -

Yes 

And I simply called him up and gave him -

Well , he bas been sick. He ' s been spending a couple 
of days in bed and I 1ve been out of town and I JuAt 
haven' t had a chance to even speak to him about it -

Well -

I ' m sorry about it and 

Well, of course I didn' t -

I had no way of lulowing -

Be told me that he had it and he was a little di s­
turbed about the letter and I told him, •Well now, 
you t hink it over, that letter is all r ight '. 

Yes 

And the agreement was t hat I was to talk to him about 
it as soon as I could . Aa a matter of fact I am 
seeing him this morning . 

Yea . Well -

I - I juBt got upse t by your put t ing that pressure 
on b ecauae I tboucht :rou were coing t o r ely on •• t o 
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B. II.Jr: 

8: 

H. li.Jr: 

8 : 

B. A!. Jr: 

8 : 

H. lf.Jr: 

B: 

H.M.Jr : 

8 : 

H.lf.Jr: 

B: 

B. l.t .Jr: 

B: 

H. lii.Jr: 

B: 

B.!t.Jr: 

8 : 

a.u. Jr: 

67 
- 2 -

try to w~rk it out, it only makes it harder to do. 

Well , I didn' t - I Just felt tha t the man by lfonday 
ought to let me know one way or the other what be 
was going to do. 

• 
Well, t think that very likely may be worked out . I 
haven't seen him yet a t all since he got the letter . 

Yes 

And I have been trying to, but I had to be in 
Columbus -

But - but you realize that - you most likely sent 
that telegram when you were mad . 

Yes, I was mad - sure 

And you know that -

I - I confess t hat . 

- that the idea that you sugges t t here, that I don't 
operate like that -

All right - let ' s try to work it out. 

O.K. 

All right. 

Now, look, will you do this for me? - and it'll save 
me - I've got to go a way lfonday and Tuesday. 

Yes 

So I won ' t be back here until Wednesday 

Yes 

So if he is coming do~, tell him not to come until 
Wednesd't'• 

O. K. 

But I hope be won' t come. 
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B: 

H.II. Jr: 

B: 

H.ll.Jr: 

B: 

- .) -
Well, I - I'm s ure coiD& to t r7 to work it out. 

Q. l( . 

All right. 

All right, thank you. 
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Ron. Henry Morgenthau, Jr . 
Secre tar y of the Treasury 
Wusbington, D.C . 

Dear Yr . Secret ary: -

88 
UNITED STATES SENATE 

Cleveland 
December 6, 1935 . 

I have today had a long t a lk with Collector Moore. I must r epeat t ha t I am particularly sorry t ha t you could not see your way to conclude t he ma tter on the basis of Moore ' s l as t letter as 1 think you could, with pr opri et y and dignity, entirel y over­look the question of whether the phrasing of his l etter implied 
a~ question or f orcing action upon you, because the action sug­gested was nothing but embodying in a general regula tion your 
own pr onounced and jus tifiable views, a nd I am sure tha t you 
intend ~o promulgate such a clarifYing r egula tion in a~ e vent. 

Your lates t l ett er, which i nsists upon postponing the ques­tion or a general order and making it entirely independent of 
the case in hand, unfortunately reopens the question of the 
profits of the transaction being turned into the Treasury. 
Thongh I would not ca re to stress the question of where the profits should be t urned in, I am s ure t ha t both Moore and his legal a dvisor are sincere in the view the t they tenaciously hold that to t urn the prof its into the Treasury in the absence of a general regula tion is not compatible with Moore ' s insistence on his innocence, and tha t it somehow implies e confession of guilt. 

However, after some difficulty I have secured the consent of aU concerned to the following set-up: Without further insis~ence upon a general regulut i on, Moore Will divest himself of all profits by r e turning them to the Company, end the Company will accept them only with the condition that they be turned over to publi c charity as fest as received. 

In view of the f act that I sti ll think it i s unfair end 9P­pressive to demand an accounting of profits realized before ear official obJection was made to the relati onship in questi on, and in view of the further feet that no good reason has as yet been tit.. advanced wny you could not have covered the s i tua tion by a gener11 r egulati on, which I honestly think you ought to have made promptly last August, i t i s apparent that I have continued to try to help you in sustaining your view point as to utters that do not commend theoselves to -r own view of the fitness of things. I therefore feel 
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Uecember 6, 1935 . 
Bon. Henry Worgenthau • • • • • 2 

well Justified in asking you to yield enough of your position t o 
upprove the principle of the final ad Justment on the terms ubove 
outlined. I am so tired of the whole matter that I do not want 
to be forced to argue the necessity for the slight vari ance 
between the t erms of your re4uest and the above settlement, which 
will close the whole matter . 

While I regret that you felt it necessary to write your last 
le tter a t all, I am glad to note that t he t one of it was courteous 
and considerate, and I can assure you tha t if you will give me 
your a ppr oval of the settlement herein suggested the letters from 
Uoor e and the Company, which would be necessary to consummate it, 
will be wor ded in e friendly and respectful manner . 

Your telephone call this morning smoothed out the feel i ng of 
anger which I bad yesterday , but in all frankness the severe pres­
sure for action before opportunity to think t he matter over did 
make it more difficult for me to maintain that you are pursuing 
the problem wholly without reference to any personal feeling. 

Sincerely yours, 

/s/ Robert J . Bulkley 
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R.II .Jr : 

Senator 
Bulkl ey: 

H. ll.Jr : 

B: 

H. ll.Jr : 

B: 

H.V.Jr : 

B: 

R. II .J r : 

B: 

R . II .Jr: 

B: 

R. II .Jr: 

B: 

l' . ll . J r : 

B: 

R. U.Jr : 

B: 

December 6, 1935. 
Frid"'.y 

Hello 

Yes, hello, Mr. Secretary. 

This i s llorgenthau. 

Yes, why i n the devil do you get 1n such a rush 
before I have time to t alk to you a minute? 

Well, - before - I just want t o tell you - gosh, 
you certainly knocked me below this morning . I 
never felt the way I have after getting your tele­
gram'. I - I was - I sent him the letter Tuesday 
by r egistered mail -

Yes 

And I simply called him up and gave him -

Well , be has been sick. 
of days in bed and I 1 ve 
haven ' t had a chance to 

Well -

Re 1 s been spending a couple 
been out of town and I jus t 
even speak to him about it -

I•m sorry about it and 

Well , of course I didn' t -

I had no way of knowing -

He told me that ne had it and he was a little dis­
turbed about the ietter and I told him, 1VIell now, 
you t hink it over, that letter is all right' . 

Yes 

And the agreement was that I was to talk to him about 
i t as soon as I could. As a matter of fact I am 
seeil18 him this morning. 

Yes . Well -

I - I just got upset by your putting that pressure 
on because I thought you were going to rely on me to 
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B.lo! .Jr: 

B: 

H.M.Jr: 

B: 

H.J.I .Jr: 

B: 

B.J.I .Jr: 

B: 

H.M.Jr : 

B: 

H. IA.Jr . 

B: 

B.a& .Jr: 

B: 

H. V.Jr: 

B: 

B.II. Jr: 

B: 

R.Y.Jr: 

B: 

H. K.Jr1 

- 2 -

try to work it out , it only makes it harder to do . 

Well , I didn ' t - I just felt that the man by 
Uonday ought to let me know one way or the other 
what he was goir~ t o do . 

\'/ell , I think that very ltkely may be worked out . 
I haven' t s een him yet at all since he got the let ter . 

Yes 

And I have been trying to, but I had to be in 
Columbus -

att - but you realize that - you most likely sent 
that telegram when you were ~ad . 

Yes, I was mad - sure 

And you know that -

I - I confess that . 

- that the idea that you suggest there, that I don ' t 
operate l ike that -

All right - let ' s t ry to work it out . 

O.K. 

All right . 

Now, look, will you do this for me? - and it'll save 
me - I've got to go away ~nday and Tuesday. 

Yes 

So I won' t be back here until Wednesday 

Yes 

So if he is coming down , tel l him not to come until 
Wednesday. 

O.K. 

But I hope he won' t come. 

• n , I - I •• sure going to try t o work i t out. 
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!l: 

H. IL.Jr : All r ight. 

B: All r i ght, t hank you. 
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Sunday 
December 8t h 

89 

During the past week our silver purchasing policy 
has seemed to me more and more stupid . It is now clear that 
exclusive of the newly mined silver we ar e simply siphoning the 
silver out of China through two channels - one, Japan &nd the 
other England . Going back three or four years I find that the 
normbl exports of silver from Japan are between gtx and ntne 
million ounces per year. For the first nine months of 1935 they 
exported sixty million ounces . This silver can only be gotten 
into J11.pan by smuggling it out of China and somebody is making 

the difference between 40~, approximately what you can buy silver 

for in China, and 651 the world price. 

In England ' s case they sent Bewley around to see me 
to try and sell me the Hong Kong government silver reserve which 
amounts to some hundred million ounces. I refused to buy it. 
Evidently their program was to sell me their silver reserve &nd 

then have Hong Kong go off silver . Uy being unWilling to buy, 
except through the London and New York markets , they went ahead 
with their progr am anyway. bttached is the announcement of their 

nationalization of silver in Hong Kong. 

All week Lochhead has been telling me that he has felt 
that there bas been an extra amount of silver pushed on the London 

market and his hunch was that it must be the Hong Kong monetary 
reserve silver . Saturday we got Cable No . 617, copy or which is 
attached herewith, which confirms Lochhead •s hunch. 

For us to continue to take all of the Japanese silver 
that they smuggle out of China plus the Hong Kong silver at a fixed 
price when we can unquestionabl y get it for much less than 65¢ so 
goes against my better judgment that I decided it was time to ac t 
and consult the President because at the rate we are going we will 
bU¥ up all the floating silver in the world , drive all the silver 
using countries of f silver and for the use of paper money - and 
then what have we. The best joke is that to-day, as far as I know 
with one possible exception, Ethiopia is the only country on the 
silver standard . It i s a joke t~t we should continue our silver 
purchasing program t o maintain the silver standard of Ethiopia . 
Furthermor e , if we could make a change on Uonday it mlght be a nice 
dish to set down before the opening of the Naval Conference ut 
London where Japan and England, I believe, will gang together against 
us and through our silver purchasing program we are giving Jap&n 
the necessary money with which to stabi lize her curr ency and build 
up her fleet . 
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I telephoned the President a little after five o ' clock 
S!itw-day afternoon and told him what I twd in mind and that I w~onted 
to drop the price of silver and told him the reasons why. To my 
surprise, he readily acquiesed and made the following suggestion. 
He s11 id, "why don't you send over word to London that you are re&dy 
to buy t wo million ounces and that they should quote you a price 
and after you have r eceived the price you will let them know whether 
or not you will accept the offer " . I told him that the price of 
silver might drop 10~ and he said , "that is &11 right". I then 
asited, •what should I do Tuesday - go back to the 65; price?" and 
he sllid , "no only p11y them on Tuesday what you were able to buy it 
for on Y.onday" . I said, "what a bout the price in llew York - shall 
we keep it \1here 1t is?" and he sai d, "no drop the New York price 
so it will have tne same relation to the London price thbt it ~s 
now" . He said , "let ' s see what hl.ppans Wld we can decid3 after this 
experiment on Monduy what we can do Tuesday" . I asked where I could 
rec.ch hi.m on !.lond::.y a nd he said , "you can phone me at the LuSalle 
Street station Chicago just before my train pulls out" . 

I was dumbfounded t hat he Jumped at t he idea so quickly 
because heretofore he definitely w&nted to keep up the price of 
silver . Perhaps he is getting a little tired of it too. I also 
think that the idea of doing it on the day of the Naval Conference 
opening i n I~ndon 11ppealed to him. He is in a grand humor and said, 
"I h&d not had an opportunity of congratulating you on the success 
of your last issue/' and Ia:l.mitted that 1t had gone well. 

I sent for Lochhead who came to the house at 7 o'clock 
Satw-day night and we discussed what we would do on Monday. He 
wu not at all sure what the London m!U'ket would do as 11 result of 
ou.r new plan but he thought it was worthwhile trying. He felt that 
tne Britisn 1n C11ble ~o . 617 were"very fresh" - their attitude 
being well we will sell you the silver whether you like it or not. 
••rchie felt; that we ought to watch the Bombay market as well. I 
agreed . 

He expla i ned to me that he permitted the sproud between 
New York and London to go from 1/2¢ to 7/Ss of a cent; that no one 
was able to a.rbitrage between New York and London as we only bought 
spot silver. I suggested that beginning ~onday we increase the 
spread to h full cent wldch means thllt we will pay one cent in New 
York obove the London price. 

I then called up Chief Uoran and told him to arrange 
t or a tele~hone in the President's private car at the Chicago 
St.. tion. 

ready lllonday 
hllve them 1f 
what we were 

. -
This morning I called George Haas and told him to get 
morning all of our silver s t atistics so that I could 
necessary. I then called up Oli phant and told him 
going to do and , t o my s urprise, he heartily approved. 
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He asked .u 1f I was going to inform ltey Pitt~~&n in advance and 
r Shid , oo b&cause this was a matter of stabilization - *bat after 
•• acted, i f the silver Senators wanted to know what we were doing 
I •o~d ask Key Pittman to call a meeting of his s i lver committee 
to meet dth !1le. 

I called up Coolidge and told him all about my idea . 

Regraded Unclassified 



c 0 p y 

PARAPHRASE OF TELEGIWI KECEIVED 

FROM: American Embass;y, London, England 

Date: December 6, 1935, 2 p.m. 

No: 617 

FOR TREASURY FROK BU'r'l'ERWORTH. 

Re instruction No. 399 of December 3 , 5 p .m.; the 

information was conve;yed to the Bri t i sh Treasury, whi ch 

stated t hat the Bong Kong authorities had now t aken over 

the s t ocks of silver . The Bri tish Treasur;y indica ted that 

since the United States Secre tary of Treasur;y had told 

Bewley that the markets of London and New York were open, 

it would proceed with the operati ons i t had planned. 

92 

The Bri t i sh Treasury intimated that i t could only assume 

that the Secretar;y of the Treasury did not desi re the inquiry 

to be pursued further - r eference, telegram No . 590 of 

November 25, 8 p. m. The;y r equested, however, tha t "it be 

tactfully conveyed that if a t any time during the course 

of the proJected operations the Secretar;y of the Treasury 

felt i t desirable to make any suggestions the Br itish authorities 

woul d not be unrecepti ve." END MESSAGE, 

BINGIWI. 

EA:LWW 

• 
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Secretary of State , 

Washington . 

December 6 , noon, 

PLAIN 

Bobg~Kong via N. R. 

Doted December 6~ 1935 

Reo 1d , 8 :30 a , m,, 7th. 

93 

With further reference to my telegram of November 12, 

4 p , tJ,, the Hong Kon..~ Government yenterday, December five , 

passed bill tor estnblishme~t of exchange fund 'vith power 

to buy or sell foreign excl~nge ~~ rates f ixed by Colonial 

Treasury, Fund will take over sil'l<'::' now held against note 

issues of three banks of issue in exchange for certificates 

of indebtedness of Hong Kong Government . Funds will also 

tnlce over in exchange tor Hong Kong currency all British 

dollars , Mexican dollars and Hong Kong subsi diary silver 

coin and silver bUllion in Colony whether 1n private hands 

or otherwise , chopped silver coins being treated as bullion. 

Silver so no tionnlized may not be exported by present :· 

holders . For time being exchange fund will be hold in form 

or foreign exchange or gold or silver . All bnnlmotos 

now become legal tender . 

HOOVSR 

HPD , 
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•OoYe.--a~ puHd .,st•ene .. wbJt"d• • t·sp "-1 anll 'M '"-' 

ot law rep!'liac l.,al ~. ObJen u Clo'9w at. 11 tavl ot 11be s• 

w m.t.t.c benJrnotM 1epl ~ • .&11 llil'I'W' ooiM ud 'b ,,. 
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dated U/fi/&6 
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• 

0 
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• 

S. ST~RN 

..,,_ern_....,._ 

94 

Regraded Unclassified 



95 

lu'l7 thh •rlllac prell.alDArJ .. t!.aate1 of the -unt of ether to 
" offer..t oa tbe t.oadoa -.l'Dt to4lli7 1D41cate4 \hat at laaat 5,000,000 
oWICee of epot ether nr• for we u4 a!lout 18,000,000 -e• off~ 
tll.,..r. A.t the - tl.ae a Oable na rece1TM frora tho t.oD4oa lNllloa 
4Mlare etaUac that tha7 wore uaablo to _, our .ageeUoa whloh wul4 
ra.,.U. th• to .a tlra offore of ellTor at flzol prlc... Boo sooretar, 
"e 110Uftal ot the .. U1'110pMII\e at 8t30 .All u4 at llie rotUet a ~ 
of the .. denlop11t11te woe or1tt111 aad 4alt1'1re4 to tho Pr .. llnt upoa hh 
arrhal la 'fallhla&toll at 10t30 .All. Ill the -tiM the ftxiDC la Lolld011 
wae 4ala7M &W1 Ua& our 4aoll1011. A.t 11 .All the Socret&rJ tolepboDOI to 
IIeure. Cooliqe, Ollpballt, Baal aa4 I.ochhMI 11114 etatal that lifter lle­
CNIIlJIC thle quetlo11 with tbe Proelde~~t tt wu 4N14M that a bll for 
a,ooo,ooo Ollllce• of ell1'1r bo u4e 111 the t.oado11 •rat to4q at a ll!IU 
of ~ er lower 1t \ha )ll'lce of elher 1D Lolldo11-. tlse4 ....ur our 
lialt. !hle bll-. ~dlatoq uo-tttM to t.oadoa. !ho Loaloa brobn, 
attar a coatereDCo, lator.ot u that tMJ" wore cout4ar111C ftxiJtc tho )lrko 
at tile •tutTaleat of 6~ 111 orler to taka al'f&ll~ of our bl4 llllt that 
thie wul4 110t " a nat ftxiac u the r.aialiiC a,ooo,ooo - • *tell 
nr• for Mle -u aot be -tal. A.a rue JI"OI..,re we ol-17 coati"VJ 
to their eetallltlhal praoalue u4 ww14 oal7 'M a- of tak1IIC "-\acl 
•f oar 1114 nt~Mw.t a tru fulac, ,. MtlfU4 th• that 1t th17 .. ta~~uebel 
a fu u -..14 haft te 'M a "• flu v.a-ttea. -, \hal lllto.-4 u 
\hot 1t .. 414 aot...,.. "thou ._.,,tea or ... , .... to-.., all tile 
llber otfer..t at taae flslac Ulat U -.14 praolpUate a ortele la Loaloa. 
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tr-Uo• '*lJIC place. tlle71AI&er AeolCH \o o.tt \be flziJic la Loll&oa 

••t1rel7 tv .._. 11114 ae • n.alt .. ~eaoUou tOOk plaoe la Uaa' 

Mrlcet. .U&er \Ill• -. lla4 beea reoehe4 \be leore\arJ pn l••nott.e• 

to flx a prloe of ~ for our pu'Cbaaee of •llnr la the lin Toft: UJ'bt. 
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Archie 
Lochhead: 

H. U. Jr. : 

A. L.: 

H. !5. Jr. : 

A. L. : 

H. M. Jr. : 

A. L. : 

H. M. Jr.: 

H. t~. Jr.: 

A. L.: 

R. lJ. Jr . : 

A. L.: 

A. L. : 

IJ. M.Jr.: 

A. L.: 

December 9, 19~5. 
Jlonday 

The Pederal Reserve and the Chase, New York are 
t%'71ng to figure out their message. 

Well , read the telegram to me aga.in. 

Right. 1 At your client 's request we have always 
kept them fully informed of amount of our selling -

Yes 

97 

and waited for their order and not fixed under their 
buying price. ' 

Yes under their bu,-ing'! 

They're not - they've been - 1n other words they 
always used to tell us how 11111ch they had to seli and 
waited for our price before t he,. fixed it. In other 
words they never let the market break, they meant. 

Well , if they told - I don't knotr who they told it 
to. They never told it to me. 

Well , every morning, you see, we found out hotr much 
silver was in the market. 

Oh -

You see, they tele - cable over early morning hetr 
11111ch silver there's in the market . 

Han they done thatt 

Oh, they've always they've done that tor the laat 
six montha or a year. 

- I aee. 

And they generally say there's about a million or a 
million and a quarter probably going to be sold tod&J• 

I eee. 

They are more or lese rough figures , that'• all. 
- It aaya • Requ.eat theJI\ to 1nfona ua today of tbeil' 
requir-nta eo that we can cooperate. Pour million 
fi't'e hundred thouaand ounoea fortiet had 1Dlobaz18ed -

,) 
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H. M. Jr.: 

A, L, : 

H. u. Jr.: 

A. L, : 

H. Jo.. Jr.: 

A.L.: 

B. t.t. Jr. : 

A. L. : 

H. H. Jr, : 

A.L. : 

H, l.!, Jr,: 

A. L.: 
Jett 
Coolidge: 

R. U, Jr, : 

J. c.: 

B. M.Jr.t 
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- unchanged at twentJ' nine and three sixteenth& - • 
Fixing held up meantillle.' Bow, in t1gur1Jl& this oat 
we've c~ to the oonclusion that what theJ' - .._t 
the,. indicate here 1a that the,. - theJ''Ve bad no 
advance notice and theJ' have - their clients are 
used to having the fiXing done in the regular ,..,. and 
there's no way probablJ' theJ' could reach them today. 

No 

And we figured that what they want ia- some kind or 
an order today which might be accompanied by a notice 

to them that we're not - that starting tomorrow we're 
not going to make any b i d.a but probably will only work 
on offers, but that they reel that they have to have 
something in order to clean up today's business which 
is already accumulated. 

I see , Well , this would be 7113 thought. - ~ not 
talk to them and take, say two million ounces at 
twenty nine llentba. f'l... t. 

Twenty nine what? 

Tenths ._c,v 
Twenty nine 8;;tthll? 

Yea 

Yea 

Well - that would be what - about a halt a cent an 
ounce? 

,~ .. v 
Twenty nine - no, wouldn't be quite a halt a 
cent. It you brought it down to twenty nine t•nt"a fX-( t. 
it would be about thre e eighths ot a cent down. 
Every sixteenth would be - every sixteenth is about 
twelve points in the rate. 

- That's all right. It the,. don't want to sell 1t 
that's all right. Now 1s Jetr Coolidge 

there? 

Yea, he is. 

Right here, Henry. 

What do J'OU think ot that! 

How large an otter would you .aD at that prioe? 

'1'wo 
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Two million? 

Yea 

How wou1d you teel like puttillg another two million 
at twenty eight and a halt? 

Well - - a hall a pence ia what? 

\fell , a halt' a p~nce \'fill be - a halt a pence, that 's 
- well that will be a tull cent. 

Well , why not aay a tull cent? 

Yea, that's pretty wide it we work it down that tar. 

\fell , what I -• thi nking He!U')', -• that you might 
get your order tor two million and then have it a ell 
a good deal lower, - 1t that was y011r tull order. 

Well , let's let ' s agree tor the moment on two 
million ounces at twenty nine t•ntbs, eball we? 

Right f""" c.~ 
Yes, right. 

What? 

That • s right, I think we ahou1d do tbst . 

And then say that w e 1 11 take another two million at 
a halt a cent under. 

A half a cent, that ' s not a halt a pence. Yea, that 
would be twenty eight and three quarter pence. 

Halt' a cent. 

Right, That sounds lll)re like it, Henry. 

What? 

Yes , l' d rather have that twenty-eight and three 
quarter than twenty-eight and a halt. 

Yes, but that would be all that we' d take today. 

I don't think there will be any more ot that oome up 
beoauae aa you lower the aoale you'll dry up t he 
otteringa. 
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aay two million ounces at twenty-nine 

.d: 
And. then another t-Iro million IIB4- a halt a cent under 
that? 

A halt a cent under it, that ' a right, 

1'1hat d.o you think or that , Jar!? 

I think that's 0. K. 

What? 

That suite me. 

Yes - now, - the only thing ia wll1 ch way we're 
headed., - Welli we're headed £or a little lower 
silver, that's a 1 . 

Yes , yes, - and. I think you'll tind. that there'll be 
another heavy selling tomorrow. 

A rather heavy selling? 

That's my guess. 

Yes 

Well, in other word.e, Mr . Coolidge means there 
certainly there was smaller - some spec 
still lett i n the market, ma)'be not very many. 

Well, that 

But -

Well, arter we get that then we can £ix the price in 
lfew York. 

Yea, oh yea . Yea, we' ll £ix -

Depending on what they nx it 1n London. 

That's right. 

Regraded Unclassified 



u.u.Jr. : 
A. L.: 

a. }o!, Jr.: 

A. L.: 

H. l.l. J r .: 

A.L.: 

H. M_. Jr.: 

A. L.: 

R. !J. Jr.: 

A. L. t 

H. M, Jr. : 

A. L .: 

H. U. Jr. : 

A. L,: 

B. M. Jr, : 

A. L.: 

R. l.l. Jr.: 

A. L. : 

B. M. Jr.: 

A. L.: 

B.M.Jr.: 

A. L. : 

-5-
101 

Ia that right? 

Yea, we could wait because the~1 ll get it over ver~ 
quickly, 

Yes Mrs . KJ.otz 

Juat one moment 

I want to tell her that the third button !rom the t.,p -
t he third button down, it she' ll press that three 
times, 1141ea Reynolda will bring in the paper and then 
you can eee what the market is doing . 

All right . They're waiting because the cotton report 
was due out today also , 

Well - abe rang 

I just I j ust put 

marked in your name? 

What ia that, Mr. ? 

Are 'fif3' buzzers marked 1n your name. 

Yes it 1 a marked 1 M1 ss Reynolds • - l' ve runs it • 

Three timea? 

I 1ve rung it, so abe 

Three times? 

Here abe comes now. 

All right 

* * * * * * * * * * * * * * * 
Bow, wheat ia nine~-·~ against a cl oae o! ninety­
five and three quarters , 

Yea 

Cotton 1a eleven for ty-eight against a Saturda~'• pr1oe 
ot eleven !i!t~-e1gbt. 

Yea 

On the other hand, I tb1nk the71 re wa1t1111 for the 
eotton report ,;o o-• oat tocla7 aDd that Jd8ht have 
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aome effect. 

Yea . What about tne atook market! 

lllr. lolorgonthau, Kointyre ia on the line and wiahea 
to apeak to you right •-Y· 
Mcintyre! 

Yea . lllra . Kl.otz told ua , at the 'lfhite Bou ... 

All righto 

And we'll follow through on this other thing. 

All right. 

o. K. 

Thank you. 

Just hold it. 

Hollo 

Yea, I 1m holding this wire to make sure you get 
transferred. 

Hello 

Hollo, HIIJll'y 

Yea 

Just a minute pleaae. 

Hello hello 

Hello, Henry 

Yea 

Do you think we'd better put in this order be tore •• 
hear of your conversation! 

Hello 

* * 0 * * * * * * * * * * * 
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suggest that what I wanted -

Yea 

is sort of easing it off . 

Tbat ' a right I th1 nk it' s fino , Henry. 

And you might be thinking a t what point'IIS'll l ower 
it , you see? 

Yes yes 

So 

And by lowering it gradually we've got time to think 
about what point 

Right - and if - ns soon as you hear f r om ~ndon 
tell Archie to call me back again, 

I ' ll do that. 

Will you? 

You bet. 

Anything else? 

Not a thing. 

And tell Archie to watch t hose commodities V8r7 
closely. 

I will. 

Right 

All right, Henry. 

What time does the cotton report como out? 

I th1nk about 
certain . 

I think about noon, but I 1m not 

All right. Let Archie find out. 

Yea 
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l'lot a th1Jig - there 1an 1 t a thing, He1117, quiet u 
oan be . 

Mrs. Klotz want an7th1ng'l 

I'm here, yea, - have you got a aeoond'l 

Yea 

llr. Baruch sent you a telegram - Yanta to ca. 1n 
on Wednesday. Will you see him? 

Yea 

And give him the time. 

In the morning. 

All right. 

About eleven, I should say. 

All right . 

All right. 

F1ne, thanks. 

Anything else? 

Bo, hOY are you teel1ng'l 

I 'll give him the time. 

- still got a couple ot t1ngera lett. 

That' a a shame. 

All right. 

All right. 

All right, 

Goodbye, 

Goodbye. 
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Yea, Mr. Morgentbau. 

December 10, l9S5. 
'l'Ueaday 

lOS 

Mra. lO.ota tells - the President ia an hour late. 

Yea 

Have you any more information? 

Yea, the latest information ia that the Bombay market 
bad a bad break thia morning 

Yea 

and they aold down to an equivalent ot about 11xty 
oenta 

Yea 

and recovered to about sixty and a halt cents . 

Yea 

But they'll be turning around and offering in 
the London market as hedges . 

Yea 

And ao that they - the latest indication ot tour and 
one halt million ounces will be ot'tered tor apot 
at any price. 

Now, here's the point - the President very distinctly 
told ua not to take more than two million ounoes -

Right 

But I can't get it, aee? 

Yea 

But let me gi'f'e you an idea wbich I ban bean th1nk1na 
about. I don't know whether 1t can be - not ba1na 
able to ohaok with him - I wouldn't I don't like 
t o do it today but I could do it tomorrow, aee? 

Yea 

Regraded Unclassified 



a.M. Jr.: 

A. L. : 

B. M.Jr,: 

A.L.: 

A. L.: 

H. Lt. Jr.: 

A. L.: 

H. ~. Jr. : 

A. L. : 

H. J.t. JR.: 

A. L . : 

lOG 
-a-

If we eilllply would eay, ' Jiow, look here, gentl ... n, 
thie ie all the bUDk, you IDIQ' haYe done this tor 
titty yeare, it 1 e all right in London but we're 
going to do it here.' Now1 we're criticized very 
11111ch tor oloalng our own a1lver market and doing 
bue1neu i n London. And it' 1 one or the things that 
Father Coughlin or1 tloized us tor because it -• 
Sllllday. Jlow supposing we said, ' We'll buy silver 
1n Jlew York through any - through the Federal Re­
serve,' juat the way we did gold----------- uaing 
the National Banks, 1 and we'll quote the pr!oe 1 • 

Whit would happen is, only bu7lng spot silver, there 'd 
be a catoh there or ten days -

Yea 

During those ten days that would let the world market 
seek its own level. We'd simply say, 1 Well, we said 
we 1 l l buy any amount ot silver at sixty, sixty-three, 
sixt,.- tive oents F. o. B. New York' . We oan1 t help 
it it BOIIIbay drops t1 ve oenta , that ian' t our worry. 

Well, let's eee, but you'd - you'd pay - you'd poet 
the prloe in New York and pay tor an unlimited amount 
at that at those 

Jlo, I 'd aay I'd do it like gold , I ' d aaY that, 
1until further notice we'll pay sixty oenta 1 , - lat the 
Federal Reeerve 1n New York'• 

Well, now let ' a aee , the one po1.nt ot course about that 
ia that the - you run up against the tax, but there '• 
no reason, I JDian it would mean that they would haYe 
to permit tax att1dav1ta. 

Well, I don't expect a deo1a1on right now. 

Yea 

I'm Just th1nk1ng about 1t, I think - What's the 
next move we T 

Well, that 1a the ultt.ate move at any tliDI. I think 
that 1a the question - the way you do 1t when you'Ye 
tlnally cleared up on ailYer. 

But we oan1 t - we oan•t 

Yea - Well, you - you -

Regraded Unclassified 



H. M.Jr.: 
Jef! 
coolidge: 

H. ~. Jr. : 

J. C.: 

B. M. Jr . : 

J . c.: 
H. M'. Jr . : 

J. C. : 

B. M.Jr . : 

J . c. : 

H.M. Jr .: 

A. L. : 

A. L.: 

B. ?d. Jr.: 

A. L. : 

H. JJ. Jr.: 

A. L.: 

H. J.:. Jr. : 

A. t .: 

107 
-3-

Hello 

If you fixed the price 1n New York for any amount 
offered -

Yea 

You would have a perfectly stable market all around 
the world. 

You'd have a what! 

A perfectly stable market. 

Yea 

You wouldn't 

Well , I'm just thawS.ng th1a out. 
I 've talked to the President but 
me that we've got to get 
bluffing them in Bnglan.d and not 

I can't do it until 
I mean it seema to 
we can't keep, say 
do anything. 

No, I tl;link, I think that you have to put 1n bids 
if you want any stability in the price of silver. 

.Well now, supposing 

Where that bid 1s doesn't matter - you oan make it 
i .n New York or London. 

Well I wouldn 1 t make it 1n London Hello 

Yea 

Well, l et's just say that ' s maybe a possibility tor 
tomorrow, see! 

Yea 

Now tor today, do you think I ought to wa1 t until the 
President's train gets in ~ supposing we don't let 
them lmow until eleven o•clook, what of itT 

Welli it we don't lmow until eleven o'clock, they 
simp y have to hold up the fixing 

Well 

The)' just simply will increase the suspense and they 
probably would be that .uch more on the market by the 
tiM - by the tt- the tix1ng 1a accomplished. 
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Well, tbe only other thing I can do would be to tell 
them that I ' ll take two 1111ll1on ounces today and 
that 1 II allo 

They woul.dn • t be able to fix on that. 

Well thllt t II those are the President's ordera. 

Yea, but I mean, !'rankly you see, it 1 s not only a 
question or us having to put in a bid but we' d ha't'e 
to put in a bid that to take what waa o!'fered 
because that's the only way it can be done. 

Well, I can ' t do that without consulting him, 

Well, I think -

Say, under those circumstances I would prefer to 
wait rather than to put in a bid and say that waa 
all. 

Pardon me - 'P 

I would prefer to wait until after you ha't'e consulted 
him. 

Well then, let's wait until he comes in, 

I think it would be too bad, Henry, if you were going 
to have a price tomorrow, or whate't'er it 1a, to let it 
break below that today, you see, unneceuary1 

Yes, but in the meantime 
break in London until 

But it haa broken in Bombay • 

Sixty cents . 

well, of courae, it won't 
let 1t break. 

around about dxty cents in Bombay. 

And or course Bombay will work tomorrow on what newa 
they get today. 

Well I mean, ahould we try to b~Q" any Bil't'ar today 
in BOlllbaTf 

Well, i t would eeem to- I •• waiting until a!'ter 
you decided what we were going to do on a11·nr 1n London 

- 1 t would eeem to me that 1!' we - 1!' n bousht 
anything in London thllt n 1111gbt alao b117 1n Bodi&Jo 
But I -an I don't think we - we ooul.d conelder th• 
&ep&l'&taly. 
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Well I think that - I - I '• quite a fatalist . 
The President's train is an hour late. Let ' s aee 
what happens in the next hour, see? Hello 

Well, I don 1 t think we oan really do I'd 111110h 
rather do that, aa Mr. Coolidge says, than juat put 
in a bid for two million because it won't be enough, -
it would just simply start some discussions. Whereas 
we can just simply tell them just now, 'Well, we ' re 
sorry we can't give you an answer tor another hour 
or two' . 

Yes, well supposing all right, that's then 
the time comea when we take all the offers atl ~ fix 
again. 

Well, that would be that would be what you want, 
you can - you could put the price way down and 
take all that they offered us to t1x or ~e a price 
low enough that they - they wouldn't otter at all. 

I think perhaps we could do the same as yesterday -
have a scale down. 

Scale down 

And see bow far they got down. 

Yes Well yesterday we said we' d take two 
million at a price and two million what? - a halt 
a cent - ? 

A halt a cent below - yea I think the way th1Dga are 
today you'd need a good deai more than tour million at 
aome price. 

Well - we onl.y got what 
aaked tor yesterday. 

we onl.y got -.bat we 

Yea, I think you'll get far more today. 

Welli I - you people all think that we should •it 
unti the Prea1dent g eta 1no 

Yea, I ' d 11111ch rather do that than - than juat aay that 
we'll onl.y buy two million. 
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I agree. How, Mra. Klotz, hello 

Yea 

Let Lochhead anawer h1a letter. 
like th1a, you got a pencil? 

I ' d aay aometh1ns 

Yea 

You can wr1 te this for rrr.r dgnature, 'J'OU aee? 

Yea 

You should say, ' Mr dear Mr. President 

Yea 

•we•ve taken no action in London -

Yea 

' pending 7our arr1 va.l -

Yea 

•we are holding up we are holdins up - we are 
holding open the London ailver market until I •an 
talk to ,.au. Naturall7 our dela~s- several ~a 
l onger than usual, is c aua1ng anxiety 1n the dlver 
.arket all over the world. I'd greatl7 appreciate 
7our calling me iDIIIediatel'J' on 7our arrival at the 
Wb1 te Bouae ao that we can deo1de what ia tha beat deal 
to make 1n silver toda'J'•' - aee? 

Yea, shall I a1gn 70ur n&IH? 

And sign liQ' 

- pe.r mine? 

Sign liQ' - and put underneath, 'per -

Yea 

- 1B. S. K. 1 hello 

Yea 

low, a::orange with Chief )loran 

Yea 
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- lllaediately the Preddent arrina that 1t be put 
1n hia hand, you uef 

Sball I g1 ve 1 t to b1m - make b1.lll take 1 t - f 

I'd give 1t to Chief Koran and tell h1lll that I want -
I'm going to - I want hi.m to put that thing 1n the 
Prea1dent•a banda. 

Yea 

Now, let let Aroh1e add 

All right, he 1a writing. 

See? 

He has it alreac!y. 

What? 

He has it added. 

All right then, give it to the Chief and see that be 
givea it to the President . 

All r i ght. 

Aa soon aa he a~ives . 

Pine 

And t hen tell the White House operator -

Yea 

- that he can get me at one ot these numbers . 

Right. 

All right? 

Yea, air, - all right. 

I'm going to talk to lt1eley a ld.nute and then by tbat 
t111111 it you're 1n the ottioe I 'll talk to you. 

Pine, - all right. 

Hello -
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Yea Hello 

All of a sudden, I mean - stay ott the line. 

Hello 

I can't get her. 

Press that white button you 

Operator 

K1eley, please . 

All right. 

112 

befuddled on this th1Dg also, seeT And 
he didn't like wel l , to make a long story short, 
I finally made t his sUggestion, that tor today we 
buy two m:l.ll1on OW1Ces at sixty- three cents 1n London, 
but not more. Hello 

Yea 

And that' a agreeable to him. He says he doe an ' t care 
what it drops to. 

Only one m:l.llionT 

Two ·· 

At sixty- three cents or the !ix, which 1a ever lowest -
whichever !a lowest. 

Yea, well, I don't think t here will be any f ix on that, Henry. 

Well, then there'll be no tlx. 

And then you'll buy at a high prioe with a1lver selling much under. 

How do you mean, we'll buy at a high pr1oef 

Well, you'll find that they'll be offering two 111ll1cm 
ounces all right, without a !1x. 
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I don't belieYe it . I don't think eo, 

You don't th1nk eo? 

lfo I tb1.nk th&T' ll haYe a .fix all right end I 
tbink you' 11 .find - I'll liiBke a guess that the fix 
ia sixty-one cents. 

Well, that may be. That ' • ~te probable. 

That's my guess , that we'll get the silver at sixty­
one cents , 

That ' s quite probable . 

~ut it's only a guess, Je.f.f , 

Yes 

Well - is Archie there? 

Yes, I 'm on the phone now, Mr. Xorgenthau, 

What do you th1.nlc o.f that, Archie? 

Well, 1 111 tell you, we • they've got about .five 
million ounces o.f spot silver there to be sold at the 
.fix, 

Yes 

It we put in a bid .for two million that leaYn three 
million .for s0111ebody else to take up -

Or somebody to withdraw. 

Or somebody to withdraw it i.f it goes down toolow. 

Yea 

But the point is that some o.f them ae- to be in at 
at best and we know that they sold silYer at sixty 
cents in the Bombay market 

I can ' t help it, Archie, this is what the Preaident 
wants done. 

Yes 

Bow go ahead and put 1n en order .for two ldllion OUDOaa 
at Blxty-thrae oenh 
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A.L.: 

R. M.Jr . : 

A. L.: 

H. !1!. Jr.: 

A. L.: 

H. fl. Jr. : 

A. L .: 

H. M, Jr. : 

A .• L.: 

B. L!. Jr.: 

A. L. : 

H. U:. Jr.: 

A. L.: 

H. L!. Jr, : 

A. L.: 

B. X. Jr. : 

A. L. : 

H. Ia!. Jr.: 

A. L. : 

B. Jl. Jr.: 

-lo-
Right 

Or - the t1x, whi.ch ia ever the lowest -

Oh yea, I mean, we put it on that baaia. 

And then let me know. 

Right - well, we'll put that right over because 
they're wdting now. 

Well, put that right over. And I'm at the hotel 
now and I 'll be here ror the next hour. 

Right - well, aa aoon aa we get 

Well, what' a happened - think a m1nute - what' a 
happened on the market? I mean, en:r -

On the general market? 

Yea 
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'l'be commodi.tiea are about the same - cotton ia 
eleven rorty- two against eleven rorty- one yeaterdayf 
whaat 1a ninety- rive and three eighths against 
ninety- tour and aeven eighths. 'l'be atock market 
ia ott slightly about three eighths ot a point -
ot course some ot the silver mining atocka are ort. 

Yea 

And the Government Bonde are holding up atead;;J', par 
twent;r- tive tor the two md three quarters. 

But attar we hear what they do in London, then we'll 
rix the price in New York. 

Right - right. 

~- Rave either Mr. Oliphant or Mr. coolidge -
Oliphant or Haaa any auggeatinna? 

Mr. Oliphant aaye he'a not WOI'1'1ed it they don't 
t1x. 

He •a not worried it they don't tix. 

And Mr. Haaa aaya that he teels the a.- way about it. 

Well, that•a let me talk t o Oliphant, a mtaute. 
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A. L. : 

!!.II • .rr.: 
Berl!llll 
Oliphant: 

H. M. Jr. : 

a. o. : 
a. u. Jr. : 

H. o. : 

a. o. : 

B. lo!. Jr. : 

H. O. : 

H. M. Jr. : 

H. O.: 

H. 1>1. Jr. : 

H. O.: 

B. !.I. Jr. : 

B. O. : 

B. M. Jr. : 

a. o. : 

H. LI. Jr.: 

B. o.: 
!lira • 
KJ.otz: 

B."'· Jr. 1 

H. S, K. 1 

Right 

Hello, He~f 

Yes 

-ll-

You tlllnk we're makiDS any m!.atake'l 

No, I don•t. 

You don 1 t ? 

I wouldn 1 t worry at all if they don 1 t f ix. 

No 

Thetact ia there's no market t here -

Yea 

And i t 1 s all to t he good to act on that basia. 

Yes - well, the President is perfectly willing 
to go through with it and I 've got nothing to 
worry about. 

Yes 

And after all, t his ia going to demonstrate that 
there is no world market . 

That' s right - and ,-ou•re square with the faota 
ao ,-ou•re perfeotl,- aata 

Yes - at once that makes it so much better. 

Yea 

You think aof 

You're square with the facts ao ,-ou•re pertectl,­
aate, you've got the facta under ,-au. 

Yes ,-as, all right 

All right 

Hello 

Hello 

Do 'J'OU want to t alk to _, 
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B. M. Jr . : 

H. S. K. : 

H. M. Jr. : 

H.S. K. : 

H. M. Jr. : 

u. s. x. : 
H. M. Jr. : 

H. S . K.: 

B. JJ.Jr .: 

H. S. JC~: 

H. ~. Jr.: 

H. S. K. : 

-12-

BaTe you auy mesa.geat 

It you ' re in a hurry they can wait. 

No 

I•d l ike to make some appointments ror you ror 
Thursday-

Oh no, not the way I reel right now. 

o . K. (Laughter) 

Jlaybe, later on. 

All right you 1r e atill on tho air. 

Well, lot 1 a aoo later on. 
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All right, do you want to talk to Mrs. Korgeothau? 

Please. 

All right . 

********** * ************ 
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Ar oh1e 
Lochhead: 

A. L.: 

H. l.!. Jr .: 

A. L. : 

B. L!, J r . : 

A. L.: 

H. M. Jr.: 

A. L.: 

H. !I~ J r .: 

A. L.: 

B. M. Jr.: 

A. L.: 

H • .M. Jr .: 

A. L,: 

H. ll.Jr . : 

A. L.: 

B. l!. Jr .: 

Bello 

Hello 

-13-

Mr. Jlorgenthau , Lochhead calling -

Yea 

The London brokers have ce~~~e back juet now -

Yea 
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And they - what they want to do ia th1a , - they 
have our bid f or two million ounces and they have 
about t1 ve million to a ell. They want to fix a 
nominal fixing at sixty-three and then they would 
take and d1v1.de our two million order a.:~ng their 
f ive mill ion. In other words every - every man 
would get two t1ftha of hia order e xecutedo 

Yea 

But you aee, tha t holds the price up to sixty- three 
and there' a just a nominal f ixing. 

Well 

Well , it was t wo millions ounc es at sixty-three. 

And each fellow -

Bach fellow over there would probably get two fifths 
of his selling order e ::recutedo 

Well, what would happen to the rest ot themT 

The rest oC t hem - their orders, there would just be 
a nominal fixing. You see, the rest of their orders 
would b e turned back to them. The only point 1a, 
about that, you see, they're just trying to hold up 
on the prioe. 

Suppoai~ we retuae, then whatT 

Wel l, it we retuae it will be up to them to - to 
either - to apportion the - well, what they would 
have to do would either be, not to have a fixing or 
get some other buyers. 

Well, DOW -
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A. L.: 

B. J.t. Jr. : 

A. L.: 

H. Ll. Jr . : 

A. L. : 

R.M.Jr. : 

A. L. : 

B. lo!. Jr. : 

A. L . : 

B. M. Jr.: 

A. L. : 

H. Ill. Jr. : 

A. L. : 

B. !!. Jr. : 

J . C. : 

H. M. Jr.: 

J. c. : 

H. loi. Jr.: 

J. c. : 

R. I.!. Jr.: 

- 14- 118 

Or get eomebod:r to 1f1 tbdraw theb' otters. 

Coolidge 

Mr . Coolidge is on the wire . 

Well, this is the war, now 
'Now JOU paJ it our wa1 
and we always ti.x it. 

it tbe:r came 
we alwa:rs 
bello 

and aaid, 

Yea 

Well , we've done it. Now they 4an1 t want to have 
a f ix and they don't want to give u s the average. 

That ' s it, the1 don't want to give us the average. 

I wouldn't do it. 

Yes, well , that ' s the way I feel also on it. I 

They could g1 ve us a bona.t'i de fix or they c ould come 
through and make us an otter. 

Well , that ' s what I feel - that the1 either ebould 
acknowledge that theJ that fiXing doesn't work -

Yea 

- Or else - or else put it through and l et it carry 
through to ita conclusion. 

Yes bow about tha t , Coolidge? 

Well , I think that's right, Henry. I don ' t see wh7 
JOU should be stuck that price. 

No - I mean, we o ... baok and they said 'We've done 
it tor titt1 yeara • and w••ve always matched orders 
and all tbat,-o. X. •. We nve them an order and now 
theJ o ome back and theJ donTt want to do it. 

Wel l of course, they' re 1n a very hard position 
there. 

Well , all right, let tlwa sweat a little bit. 

But I I agree, I don't think we ought to ap-
portion orders at that high price. 

No no, I would turn down t he otter and tben see 
tlbat they do. 
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A. L.: 

B. u. Jr. : 

A. L. : 

B. M. Jr . : 

A. L. : 

B. M. Jr. : 

A. L. : 

B. I!.. Jr. : 

A. L. : 

H. M'. Jr.: 

A. L .: 

B. I!. Jtt .: 
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-15-

o. K. - Aa I aa7, there wae only one other there 
wae only one other thill6 in that that poadbly that 
they - we could eay, 1Well , we ' ll pay you sixty­
one cents •. 

No 

' 7ou•11 have to br1116 it down•. But at111 
we're just oomprom1a1116 1t we do that. 

No - no, I wouldn't do that. 

Right 

I'd tell them we 
anybody tba t baa 
bolder of si lver 

aimpl7 have a bonafide t i x or 
silver for sale a legitimate 
- he can make ua an offer. 

Right that's still open to them. Tbs7 know that. 
Sure 

Well , o. K. , we'll put that 

Are you gentlemen with meT 

Oh, absolutely, - well I speaking for myself , I 
don't feel that we should allow them to put a nominal 
f i x on. 

You make a note of What - you keep track of what 
wa 1 re doill6, you aeeT 

A. L.: Yea 

H. M. Jr- . : 

A. L . : 

H. M. Jr. : 
Jeff 
Coolidge: 

B. ll. Jr.: 

AU right thank you 

right, sir. 

Hello 

Hello 

Jeff, could I have the operator, pleaaeT 

.. ..................... 
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Dece~~~ber 9th 

Kr . Korgenthau told me that he spoke to the President 
fro~ Ri chmond, Virginia, to the LaSalle Street Station in Chicago 
ut 1:30 and told him what we had done on silver to-day. The Presi­
dent is perfectly willing to have the price dropped off another 
cent tomorrow. Be did not , ho~ever , seem to want to buy more than 
t wo mill ion ounces tomorrow and told Mr . Morgenthau that he would 
be back i n Washingt on Tuesday morning and would t alk to him at 
9:30 . 

* * • • * * ) • » 

llr . Lochhe&.d told me that Kr. Vlhl te , who is Secretary 
of the Si l ver Co~ittee, also Secretary to Senator Pittman, called 
hla to-d~<Y· Lochhead was out at the time. Vihen Lochhead spoke 
to the secretary to-day he told him thu.t White bad called once "'hen 
he was out und that when he called back again Lochhead would evade 
giving him any informati on as to s ilver developments. Wr. Yorgenthau 
told Lochhead to tell ~~te that he would be glad to see Senat or 
Pi ttm&n and the other members of the Silver Committee as early as 
they found it convenient. 
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OD tiM ncillc of la\1ariq, ~ller 7 , the leon'-r7 111fome4 • 

that he hed dec1cl.e4 to chaJice ov.r method of procecla.ra ill Ula pvohaaa of 

1unr in the Lolldon market. luted. of putUnc 1ll a 'bid 1ll the LODdn 

ur:.C.t for an aaouat equal to the .u ... er offered Ulan n would lnah\ 

that the LoJ>don 'broken ulca ua fim otfan of 4af11lUe -'- of eil"r 

at f1Jta4 pric .. , which n WO'Gld either accept or reject u 1t •u.Ued our 

conve:nJ.enca. 

larl;y in the DIOl'lliDC of Dacc'ber 9, a4.,.1ce waa recel.,.ed from L0Dd011 

tha t about 2,000,000 ounce• of ailnr ware offered at Ula fix, and foll-

111C \he uaual procedure Ula Lolldon 'brokera aaked for an order frca ua in 

order that Ulq ml&ht aa\a'bliab the tix. '!he Cbaae Batlonal Jluk wu ia­

ttll'\lcted to ad...tae Ula 'broare throul;b Ula1r London oftice that n did not 

car• to put an order in their market at the fix 'bu.t that we would await a 

t i m otter f.- the. At 8 130 .All , Wn York time, n nre 111fome4 that 

there were 2,500,000 ouncaa of ail.,.er for aale, 'bu.\ tbia 1nfomat1on waa 

not accoa~panied 'b7 a fl.,. otter. At 9130, Wn York tiae, ,;,e were a4nee4 

that the London flxlnc ... 'belnc poatponed, ~ unc adrtcn frca the 

Uni ted Statee. At 9 146 .All the London 'broken a4rtae4 that the f1%1Dc •• 

at111 poatponed and a requ.eat waa ap1n made that •• place an order 1D 

their III&%'D t ae heretofore. 1n np17 ~ ware referred to our prerlou 

Cable in which n a\ated that n nre 111117 lllteraatecl 1a tim offan. 

lo were Wonoad. at the\ tiM that the Londn 'broken nre ooaterrtnc w­

cetber 1n order to - if u waa poaa1'bla for tba to follow our ..,...uoa. 
ArOWI4 10130 .Ill a4rtce waa nMhed frca the Londo• 'broara that \U7 bad a 

total of 3,100,000 - of ail"r for aala at owlnc to the fact that all 

theee or4ere ba4 liMa noel"' ffta *-lr oU•u • Ula 'buia of their 
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Dec. 9, 1113& 

utabl1the4 rulea tllere wu DO\ tl8e \lla\ 4a7 \o a oUt7 thar cl1•'-

ot t.be clwlge of procedlu"e. tlw7 requa\M t.ba\ w place 1111 or4er wUh 

thero to coYer the buiuaa t.bd 4a7 8114 ao ci•• t.b-. \18e \o a4Juat ~ 

aelYOa, it pouibla, \o the DeW aet.bo4 wcce•'"- tv ua. Attar au. co~r 

eideraUon, the Secret.arJ ~ to elY• t.b-. 1111 or4er t or 2 ,000 ,000 

122 

ouncea a t 29 puce 11114 2 ,000,000 OUDCea at 28 3/• pe~~ee wit.b the v.n4er­

atan41118 that thh waa a apecial ord.er and the7 would han to aciJua t ~ 

ulna b7 tha tollowin& da7 to the new pro~. fbe London 'broora ther.­

upon fixed t.be price at 28 3/• p uce, which -• equi't'alut to 63.~ 11114 

aold ua 3 ,100,000 O"QDcea at that price. Attar t.ba tiz otller otter• ftN 

D&de trom London at t.be - price, of which 900, 000 OUDCe& "" accepted 

to brine our total purehaaea in LoMan up to •,000,000 OIUICea. 
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OJ,; JJ.itb T!CKl:.ll - December ;~, UI!S. 

ADD LONDO N S ILVER DEL~.~ 4-­
~NOON- BULLION BROKERS REPORT' THAT FIXING 

OF THE SILVER PRICE WAS DELA,ED~~\ITING A 

BUYER AND THAT AT 4 45 PM AME~ \dN bAME IN AND 

BOUGHT ALL SPOT EASTERN OFFERINGS 

PRICE~URNOVER WAS ABOUT 3 000 

AT THE LOWER 

000 OUNCES -

~ONS I DERABLE VOLUME OF FORWARD SELLI NG FROM 

ALL OUARTERS WAS IN THE MARKE~ 
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Y-. •Ill IILfll IAI rUD AT 18 11• .... M 1811 ftiAY anll 

liLlY or - fUll I IIIII -· I til • Alii 1n1•u11L ...... 

_,101t II t• rail If IIAft trnll .. ,_ - FAI UIY • - .... 

u 1/lC Hill ... llftiiAI'I Lftll, .. - LMIIT .... ·-.. , 

•;( ,.,,.,_(.;, / 
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LONDON SI LVER MARKET ,~ 

LONDON - THE PRICE F~ NG OF SILVER HAS BEEN 

~LAVED AWAITING AMERICAN SUPPORT 
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.... 
All Ill IILfll, LOIIII . . 

. .Af_IAI liTIMfll 1 10001 000 UICII IF fD IITAL IAI ... lrlllll, 

ior All •••u.' wa mALy" . 
Ill A IOf!IIRAT IIIILAI lltlalltl!l • lOCal 1• Til lo I, TBA-Y 

... ~ ... 11011 , ... u,ooo,oeo ••a•., Til mAL" IILitll ,. 

PIICI 

?;AI ~Ufll ..... tr t.- IIIAIP NIP IUT fG I, I, Ill 101 

'-41fP~ItiT Ill UIUT / 

TOIAY'I WOILI Pllll Ill 7 Ill Jillllll mM Ill JIIAI If It II• 

PUCI IICOIKI APIIL 1C - • 1/JC .... __ .. 

PUCI 1ft "ARlit lo 

lAID .. f~ N i ITIILPI AT e..N, ~ .-aJCAII IMIYA&.IIIf nl 

A FIR IDIICI Ill 61oM an, • 111ft I Clift ..... 11111111'1 

IGUlfAUIIT, 
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IICNSll7 

tm1 10U-ITOCU IIOtll DUMA" 'I II.U TOIA! U ACTift ftAI ... 

llLVEU KCLDII 011 lbDIII D 111 LMI"JJI IILWII IIAUIT CAIIII 1'1 

IIIAVY FAI lAITIU OrJUIHio - ftJLIIUI ... I1IILI KCI.I .. AIIJ 

I'IOI'lT•TAICIIC lnll.OPID U ... II~' 1At1111Uo 

aowi:WD, till IAILIOAI DAIII ,.Ill II te Ulll All .. IJIIIIIIT. 

Ill COPPDI1 DICI 1111 IIILPKI llall 1'1 A lUi .. 11• II 

Till PIIICI or .co~ ••ou ... ••• 1111 •ra 11 t"CII'W .­

IDICECOTT • IOU~~~~- DAIII . Ba KJ JU, JUJIID 1'1 tK 11a 

--
PIIC!It KO.ITAU IIICI - A .. liD 101 1111 IU& AT ..a IP 10 

&Alii II Till IAIU IAIICD Tt- fUll A Nmo 

lilt-..... 
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-
ICIIIUO 

NOIITUAL-•IJLJD PIICU •ea I8UJILY IUAY I'IU·J~ Til JleP 
Ill 1U anm NICU . II L-· M1 .. Ylllr, IIi lUI CLOIJIC MJ f1 
* I'OIIIfl LOIU. OIILJ M1 IIUWII Wll 1'111D. 

11/t---.up 
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u,HfiD Pi1U>:> riCIU.R - December 10, 1955. 
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LOII»C*-•LOIIIOI'I llLftl TIAKIJ, CWIIIII IT A COLLAPSE II 1'11 

IIAll:tT Vnll IIILLIOII Of OIIICll or Till ~~ om111 AU ~ IJIIliS, 

TOlAY CIJCIUTII IIPOITI TIIAT A .... J11C STIIDICAJI VAl 111• I'OMIII TO 

"lJt OVER TU PIIIUT CIIIJI. 

1111~-•uua 
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IJ!IITll> ~ TlCWl ~ ~ Ul,nils. 

VCNS6l 131 
ADD SILVII1 . ~101 

TKI l!IPORTS, IIICOIUll .. l TIIUI Fll, TOLD OF OlliiTAL lAIII APPIOACII-., 
INC LARGE BRITISH IMITITUTIOMS LAIT N~QHT ANI TNll MORNING TO JOIN 

FORCES TO AID SILVER. PlliiCIPAL ARGUiflll IN THI APPROACH IIAI TO IAYI 

THE PRE STir;£ or TH LOUOit SILYER IIAIUT AIID OF Till FAR . EAST AI IIILL. 

BULLION 8ROIIRS1 IT lAS UNJlRSTOOI, IAI PIRSUAIIJ IOftE CUITOMIRI 

TO AMI~D THEIR ORIIRI TO •stLL ~T THI IIARUT• • THAT PROCIIUU lfOULI 

Lir;HTtN PRESSURE. 

NtV£RTK£LES~ ANiliTY CONTINUII AS CONFUSED TRADERS TRill TO FIND 

REA SONS FOR IEMO~A~IlATION Of THE "'IXET. THEY COICLUDED1 .AS Dll 
SILVER EXPERTS IN NEll YOlK, TIAT TKI U.l. TUASURY HAD CIIANr;ED ITS SILYl. 

POLICY, IT liAS CERTAIN THAT TilE TJJ:ASURY HAD IIITNDRAIIN ITS SUI"PORT 

FROM TKt MARKET--SUPPORT THAT HAD SAYED MANY A SIMILAR SITUATION IN 

RECENT I'IONTKS. 

THE LONDON lfETAL EICKANGE IHICN IS A SECONDAIY lfARXET fOR SILVER 

FAILED TO DO ANY BUSINESS IN THE ltETAL. IT FIUD THE !"RICE FOR SIUEI 

999 FINE AT 27.211 PEMCE PER OlMCE, THAT VOULD IE EQUIVALENT TO 25 II• 

PI:MCE F'OR SIUtR ll25 FINE TRADED ot1 TH1 LotiDON IIARUT. Till LAST PREY· 

lOUS QUOTATION FOR THE LAnta liAS 21 :SI• PIMCI, THE PRICE IIOULD BE 

EQUIVALENT TO AN AMERICAN QUOTE Of 5G l /1 CENTS PER FINE OUNCE OR A 
DtCLllG: Of 7 5/1 CElli rlotl TJO: ... ICI Of ~ 31. CElTS AN OlMCE TUEll 

IN MEV YORK TtSTIIIAY. 

KEANVHILE TKI L01D0W llLftl .. lilT 11WT llTIOUT A QUOTATiotl FOI 

SILVER roa T~ UCOII. lAY • 

AT •aoo P.M. OFFICIAL IILtiR ~ 110 GATKII lACK IIAT TO liT THE 
( IIORLD PRICE liEU CLOSITII AT Til Filii 01 IIAIPI IILIIU AIUTIIK VOII 

FION IASJflN~ te IKTIIII- fllllt ,_.-z. TillY IAITII II fAll fM 

SUCN lfOID IUTIUAJ. 
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~!Ttn PB1SS T!CKLk - Dececber 10, 1935. 
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NrXJCO CJn--COUAPII tr lOlLI anna ••Uti IAI IIOIIIT J'IAII . - . . 
TIIAT I,IPICO'I PIOIPDm IUILT IP Ill ltlf IY anna. IIIII! Dl AI 

ADIOL Y AI If ITAI1'11. 

11/lo-•IUMA 
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fCNSC' 

liP. IIAITI• 11111 lA I' TOMY • !OULJ AQ: _ PIIIIIDT IOOIIfti.T 

TO HAn: TU llLWU•PUICIIAIIJIC ACT Allllllll'lllll U A N I fiAT ln.L 

STI_.TI IIPOITI Of .. PLU fUll dl IIAIIVAChiU et•IOilflllo . ... .. . 
nu. no lftiOIUCIJ TIE UBII_I!ftUTlOI'I llLfll JILL pr TIE 110111, 

HDLIS TlfAT ITI TDIII All •ou E.ICI TO PIIIIIT TIE D~IAIIG or 
SURPLUS COIIIIODITql fOI fOUla llLftl1 TIDilY AYOIJllll TIE 

Ntcnsm roa OPI• IIAIIIT _mqr•qc &IUAD. 

la/l~lllUA 
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December lOth 

JJI J 
~ . .r. 3 s00 l" .K.) 
s.... !b ... • .U.n Ina\ Jri\al.a tor IUnr DU-1 tfJ laelul. - s.. !b-•· DilL, Clll:l&., _.... ~ -. dlnr l.a-\~U.C -'''­of \1>8 ._._, ...urM. w., tba\ \be .Unr u•Uoa 11 \lt.e renu at aa e\\ellp\ liiJ Or. kUala \o ce\ \he wrl4 powen 1ul'll41ac GIUaa \ o Ue \ull' IIIU"'WW1ee \o \be p-'. awrliJI& a\ \be up- ot \be V. I . 

!be ..... ealt Or. Jri'ala •• , J:el\h .... \ o aau .. u4 coll't1.-' \ha\ .. uoa Ula\ U woald. be a po4 plaa for U \o 10 oa a~UU&M ~ Ued. \o \lie pou4, alld. \bet U .. 11 eUftr \ o ._, pld.. 

'tbg han aa4e ngpn ., er u 'nv •ar• • a.. ac.aa aa11.. •1 UllU: 1\ h a fiiii WiC for k\h eU~or ut \be V.I. to llan UUe .a.o. U.. • 
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NO OUOTATION ON LONOON SI LVER 

LONDON- THERE WAS NO OqnTAJ I ON OR BUSINESS ON 

THE LONDON SILVER MARKET TODAY-
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w .• Jvo.W ;.c.;u, - Oece:ober l;j, 19:15. 

ADD SILVER 

THIS IS BELIEVED TO BE THE F IRST TIME THAT 

LONDON HAS BEEN UNABLE TO F IX A PRICE FOR SILVER 

-THERE HAVE BEEN OCCASIONS IN THE PAST PRIOR 

TO THE AMERICAN SILVER PROGRAM WHEN LONDON WAS 

UNABLE TO FIX A PRICE BASED ON BUS INESS THERE 

BUT AT THOSE TIMES LONDON COLLABORATED WITH NY 

AND THE STERLING EOU IVAL ENT OF THE N Y OPRICE 

WAS POSTED AS TH E OFFIC IAL LONDON PRIC E 

IT IS UNDERSTOOD THAT THERE WERE ABOUT 

20 000 000 OUNCES OF S ILVER OFFERED FOR SALEO 

IN THE LONDON MARKET TODAY WITHO UT A SINGLE BUY­

ING ORDER - IN THE PAST FEW MONTHS THE AMERICAN 

TREASURY HAS BEEN THE ONLY BUYER OF S I LVER OF 

ANY IMPORTANCE- TODAY THE TREASURY MADE NO BID 

IN LONDON AND WITHOUT I BUYER IT WAS BOTH IM­

POSSIBLE TO FIX A P~ICE OR DO ANY BUS I NESS 
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LONDON BULLION BROKERS REPORT HE AVY SILVER 

SELLING ORDERS WERE RECE IVED T~•~N I NG MI'IA I N· 

LV FROM ST ALE BVLLS ALTHO THERE AL SO MAY BE ~ 

SOME BEAR SELLING- UNLESS AMER ICAN SUPPORT I S 

FORTHCOMIN G BROKERS DO NOT KNOW WHAT WILL 

HAP PE N AT THE T I ME OF PRICE F IXING 

-n-

Regraded Unclassified 
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J'UIITIC 1UT FUTI~ lrJ'OI!I TO llftD IIPPOIT rot TH IAIIIT, D IAI 
IEC~IlD TG IUI~I I&ALIHio 
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TREASURY OFFICIALS SAY NO CHANGE I N S I LVER 

POL ICY 

WASHN- IN RESPONSE TO I NOUIRIES AT TREASI 

DEPT HERBERT GASTON ASST To SECY MORGENTHAU 

SAID THAT THE TREASURY HAS MADE NO CHANGE I N 

ITS POLICY OF CARRYING OUT THE SILVER CONTRACT 

AND THAT IT COULD NOT DI SCLOSE DAY-TO-DAY 

TRANSACTIONS IN CONNECTION WITH THE CARRYING OUT 

OF THE LAW 

AT THE TREASURY IT WAS SAID THAT THE SECY 

WOULD HAVE NO PRESS CONFERENCE IF ONE WAS 

SOUGHT TO INOUIRE WHAT THE TREASURY HAS BEEN 

DOI~ ABOUT SILVER IN THE LAST FEW DAYS 

-

Regraded Unclassified 
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ADI T .. IAI1 IlL~ 

•THIS Allllii~TIII,• t"CM'II MU, •11 M .-:CHI AI rAIIIIIIC til 

POLICY 01 ACIIIIJH AllltltiiAL IILfll to til 18 IIAT IJ Pll Clllt ., 

Ola TOTAL IITAU.lC ITOCII IIAU. • 111.1 II til Dlft IITlLo 

•11 THIS 11111' t• NLICT tr OR_, l!ft tllll. 11011.1 CUll 

'fill I'UICIIAKI or liiiTIIML IILIII Ql lAD M Ull;!l 

liE Anlllltll t• PUIII'I' K IULIZITJM OJ Ill IILIII IA&ql 10 l 

.IIUII Al[ll A~ ID _, 1UC 1111-, Til llLtll Ul .. 

MTIOII 1111 t• MTIMI IJIMft lila& 111.1 • llLftlo 
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SENATOR THOMAS BLAMES GREAT BR IT AI N FOR S ILVER 
• 

DILEMMA 

WASHN - SENATOR THOMAS OEM O~LA MEMBER OF 

TWO SILVER INVESTI GATING COMMITT EES OF THE 

SENATE DECLARE D TODAY THAT THE SI LVE R SITUATION 

IS THE RESULT OF AN ATTEMPT BY GREAT BRI TAIN T O 

GET THE WORLD POWERS I NCLUDING CHINA TO TIE 

THE I R CURRENC I ES TO THE POUND STERL I NG AT THE ----
EXPENSE OF THE U S -

THE SENATOR SAID GRE AT BR ITAIN SENT 

KEITH ROSS TO CH INA AND CONV INCED THAT NATI ON 

THAT IT WOULD BE A GOOD PLAN FOR IT TO GO ON A 

MANAGED CURRENCY T I ED TO THE POUND AN D TH AT IT 

SELL S ILVER TO BUY GOLD-

-THEY HAVE MADE SUC~ERS OUT OF US LONG 

ENOUGH- SENATOR TH OMA S SAI D- -1 THINK IT IS A 

~FINE THING F OR 

f ' l STATES TO HAVE 

BOTH S ILVER AND THE UN ITED 

THIS SHOW DOWN-

1~6 

Regraded Unclassified 
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12 5 2 PM 

SILVER 

WASHN - BY U ~ CONGRESS I ONAL SILVER AUTHO~ 
ITIES TODAY REGARDED THE BRE A~ I N SILVER P RICES 

AT LONDON AND MONTREAL AS A TRANSITORY PHASE OF 

THE S I LVER PROGRAM AND NOT AS AN INDICATION OF 

ANY PERMANENT CHANGE I N THE AMERICAN BUYING PRO-

GRAM-

THE TRE ASURY DECL I NED TO COMMENT ON THE -LONDON SITUATION- IT HAS CONSISTENTLY TA~EN 

THAT POSITION ON GROUNDS THAT OWHERWISE IT 

WOULD REVEAL ITS HAND TO BRO~ERS AND SPECULATORS 

SENATOR ELMER THOMAS OEM O~LA MOST ACTIVE 

PROPONENT OF THE SILVER MOVEMENT SA I D HE HAD NO 

INFORMATION ON WHA T HAD HAPPENED AFTER THE 

BREAK YESTERDAY 

Regraded Unclassified 
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COifCIIISI•AI. IJI.ftl AITitiiTIU DCAII Till IIIAI ll IJI.RI PIICII . - . 
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RIATU lUlU TIIIIAI1 ACTm PIOPI Kill OJ Til IILIII .-wiWI, Ull 
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£ SAID THliE Ull IPOII Till lolo TIIAMT IU CITTIIC OIT t1 Till 

IUT Ill Ill •t KLIIQ IT C011U IIDOIT TIUIJJC ..... II Till . ' . . . 

ooo,ooo OIIICII OJ IJLYD IT ... lOLII AT AI AYUAG PIICIAII Pll. 
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ADD IILVII C~IIJIJ 
THE TUASUIYt lT IAI IIPUIIID, IAI JED ABU TG BUY IIIA¥1LY Ill TIE FORtlc:N SlLftl IIAIIIT RCDTLY HE TO fill MEAn FLGI GF CAPitAL TO Till U, S, BECAUSI: OF Till IUIOPIAII IAI SCIIlo 
VITK Till CAPITAL 1LH AOtflll, PUISUII 01. Till . PO•D ITPJ.JIG lAID• Tl!US UPSITTJIIC Til BALAIICI IHICM liD lED IIAIITAIIID 1Y TJ11 IIAn ~RICAN SILftl PIICHASIIo 
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THUS IIC'~UIII Til TI""'W:t or Till POUQ TO 1111. Ill ADDJTJOI TO Til IITUTI. U IIIAUS Till POUII1 IT IAI 
OUT TMAT Till IOft.-.r IAI .IDOUI fiAT ITI IILfU lftllll 11 o T 111r.a IG&Y till .-ToY AUAIIIDIIIIfl or Til STAIQIAJID COIIITilUo 
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ADD S ILVER --W ASHN 

INFORMED STUDE NTS I N THE GOVT ON SI LVER 

STATE THAT TH E FEDERAL TREASURY USED THE 

SILVER PURCHASE PROGRAM TO KEEP THE POUND STERL­

ING AND THE DOLLAR EXCHANGE RAT I O INTACT DURING 

THE FLIGHT OF CAPITAL TO THE U S RECENTLY AS A 

RESULT OF THE WAR SCARE- THE U S BOUGHT SILVER 

THROUGH PURCHASES OF STERLING AND BY THIS MEANS 

OFFSET THE STRENGTHEN ING EFFECT ON THE DOLLAR 

AS A RESULT OF THE FLIGHT FROM EUROPEAN 

CURRENCIE PR INCI PALLY THE POUND 

WITH IMPROVEMENT IN THE GOLD BLOC COUNTRIES 

FOLLOW I NG THE VOTE OF CONF I DENCE GIVEN PREMIER 

LAVAL BY THE FRENCH CHAMBER OF DEPUT IES THE 

TENDENCY FOR THE DOLLAR TO APPRECIATE IN FOREIGN 

EXCHANGE IS RED UCED AND HENCE THE NEED FOR 

PURCHASES OF S ILVER TO KEEP THE POUND FROM 

DROPP I NG I S REMOVED IT I S SAID-

.JK-96PK86M9 

- IN LEHAD MAK E NAM E REA D LE ITH ROSS 

INSTEAD OF KE ITH qoss-

Regraded Unclassified 
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TREASURY OFFICIALS IAII Till AITEIIOON TNIY llal •STILL CAIIYIII 

THI IJLYU P ... CIAII ACT• DICK CAI.UJ JOI AI nDITUL IICUASI 

f:OVEJtiiMDIT .IILtD IOUIICI TO A TIJU Til fALUI OJ TJII COLI 101.111111. 

IICRITAIY IIOICIIITJIAU lAID • 1011.1 801' IIICIH Til IILfD IITIAtl. 

IID~T le UIT., AIIJITAIII fl IIOICIIITIIAU, IAII THAT 'fll TIIAIVIY 

NOT TALl AIOUT IAY•TD-IAY llfti.OPIIIIITI tl TACTICS II lfl IJLfll 

Regraded Unclassified 
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TIUIIIf'l I!LtQ PIIICIAII J11eftq C.ll.t 11DT II COIIr! .. l ll1'10ft 

J• Q -IIUI IIAJp AifAifal 1• fll Pl!ft OJ' fll PO .. 
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MONT REAL S IL VER 
'· 

MONTL- BOTA MAR AND MAY FUTURES ARE BEING OFFER-

ED IN MONTREAL SILVER P IT AT 55 05 WH ICH I S AT 

MAXIMUM DECLINE OF 500 PO INTS ~LLOWED FOR ONE D 

OAY-

-o-

MONTREAL - BY UN ITE D PRESS -

-THE SILVER SECTION OF THE CANAD IAN COMMOD-

l TV EXCHANGE ITSELF I S NOT INTERESTED WHETHER 

PR ICES GO UP OR DOWN- AN OFFICIAL OF THE EXCHANS 

SAID-

-TH I S EXCHANGE DOES NOT F I X PRICES- IT MER 

LY PROVIDES A MARKET FOR THOSE WHO WISH TO BUY 

OR SELL-

-JUST BECAUSE TODAY THERE HAPPENS TO BE A 

PREPONDERANCE OF SELLERS THERE IS NO REASON WHY 

WE SHOULD DENY TH E FACILI TI ES OF THE MARKET TO 

THOSE WHO WISH TO SELL OR OTHERS WHO WOULD L IKE 

TO BUY- HE SAID-

Regraded Unclassified 
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l'DfPOIAIILY IITIIIIAIQ. ., Ill 1,1, ••u wt ,._ lt"f ID.ftl 
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IICNSUO 

MONTUAL··COLLAPSI: or Til L..., llttq IIAIIIT IIOICJrf A ••1 

01 ' CIIITI All OIIICI1 TB IIAIIIMI I'IIIIITftJ1 D lC1'1RJ.Y TIADQ IIOirhll . 
011 THE CAIIAJIAII CGIIIOJin DCIWIG TO»&!. 

THI CLOSE Ill JOO P'OIII1'1 LORI 011 ACTin IIOirTJIS All u•crt TO 

NOMINAL IIIAI or flO POIIrfl I• IIOin'KI IIOT TIAHD. 

LJGUWTIOII DPELOPE» JUT 10 ... OIILY A 1111 TAlliS. lALII TOTA&.IJ . . . 
3f LOT~ 01 IC01000 ~era. •c:a: ... , MICII Alii IIAY J'IITUIII IIU n. 
ONLY 01111 TIAJii. 
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LONDON SILVER 1- ·?-~ 
BROKERS SAY THAT OFFERS OF 

LONDON -BULLION 

SPOT AND FORWARD S ILVER FROM All 0UARTERS TODAY 

EXCEEDED 20 000 000 OUNCEV AND AS AMERICA GAVE 

INSUFF ICIENT SUPPORT IN RESPONSE TO INQUIRIES 

TO WA SHINGTON IT WAS IMPOSS IBLE TO FIX A OUOTA-

TION-

IF A OUOTATION HAD BEEN FIXED THE DISCOUNT 

ON ~ORWARD SILVER WOULD HAVE BEEN OUT OF All 

PROPORTION- COMPLETE CHAOS RE I GNS IN THE BULL-

ION MARKET AND BROKERS ARE OUITE UNABLE TO SAY 

WHAT WILL HAPPEN TOMORROW IF A~ERICA STILL 

WITHOLDS SUPPORT- THE SITUATION IS OU J TE UN-

PRECEDENTEO AND THE FUTURE COURSE OF ACTION 

IS UNP RED I CT ABLE-

Regraded Unclassified 
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IICNS.tl 

IIOPfTUAL-•IILfll fiAIIIII Clln'DIUII .. Til CAIIUIAJI 01-lm 

EICIIUCIE TOMY Ill Ultl or Til C01.1.AP11 or Till LOIINII IIAIIIT. 

EICIIANCIE OrFICIAU IA!I PUll to AIHiil TIAIIIIC •101 lOT •111e 
CONIIDIIIJ IT Till TINE.• 

•m IILRI IICTIOII oj 1'111 011•1m DCIWICI ITIILF II lOT 

INTIU:mt 1111'1111 Pll~ll CO 1P 01 10111,• ru 01FICIII. IAII, 

THIS IXCIAICI 1111 lOT riJ PIIGEI, IT NIIILY PIOYJIII I MAIIIT Ill 
THOSE IRO 1111 TO IIY II IILL, 

•JUST .CAISI TONY filii 1AJ111a1 fe • A JIIIJIOUIIAICI 11 II" Dl 

TMtll II 110 IIA ... DY II ...... lillY Til r&eJLITUI 0'1 Ill •nn ft 
THOSE lifO 'JII TO R1J.. OIUII no iO ... LID TO NY,• D IAII, 
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SILVER 

~ UNLESS A BUYER I S FOUND IN THE N Y 

MAR~ET THERE WILL BE NO PRICE FIXED FOR FOREIGN --
S ILVER INN Y TODAY- YEST ERDAY-S QUOTAT I ON WAS 

64 3-4 CENTS PER OUNCE - AS FAR AS CAN BE 

L~ED NO 51 LVER IUS- 8£E.N 5_0LD U! tL.!. TODAY 

Regraded Unclassified 
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/0 ~ ~ MONTREAL SILVER 

MONTL- MONTREAL SILVER MAR~ET DISPLAYED A HESIT· 

ANT TONE AT OPENING AWAITING LONDON PRICE- DEC-

EMBER THE CURRENT MONTH SOLO OFF 310 POINTS 

AT OPEN I NG AND OTHER MONTHS OUOTEO SHOWED OEC-

LINES RANGING FROM I 10 TO 205 PO I NTS-

Regraded Unclassified 
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..., ftll- IITADn MD til L 11111• IILfll II~TI .. •Iaa • 
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LONDON SILVER 

LONDON - BY U P- A SILVER BRO~ER TOLD THE 

UNITED PRESS AFTER DEALINGS HAD BEEN SUSPENDED 

THAT HE WAS HOPEFUL THAT THE SITUATION WOULD 

BE CORRECTED TOMORROW-

-WE HOPE TO SEE DAYLIGHT TOMORROW- HE $AID 

-THERE IS AN OLD ESTABLISHED RULE WHICH PROVID-

ES THAT THE FIXED PRICE MUST BE SET AT THE 

LEVEL AT WHICH THE ENTIRE BLOCK OF SILVER IS 

SOLO BUT WE WERE UNABLE TO FINO A BUYER WILLING 

TO TA~E ALL OFFERED TODAY - RATHER THAN FIX A 

NOMINAL PRICf WHtcw l i &AT I I Df CinQy TO NOBODY -
WE DEC I OED T 0 SUSPEND 0£AL I NOS-

Regraded Unclassified 
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1&1 bTl .... , :UIII ,. .. I Ul • Ill lUll ., erniiiiCI. 

IIIA•DU IT 161 •c1111 te ..... IIALIICI D JIIRIJ ea IIIIU 

SILYD ~IL t• IPtT IITIATI. IAI liD CliAID IP~ 

AIIIHPII Te hill A IUIIIII IYDICAtl TO lAO: TB IIA1 UT 1111 fftll.le 
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I 

sn.vn, L"!J''NNI 
YAIIOII I~ Will CIIIUT AI1U 1'11 PIJCI JJIII11 ..,. ID­

IAI f UIIJ WID toa C-MC:I IAI TUI 1J1 ~~~ IICIIIII IAt 
IUSll'llfDU Till 111.1 IIICII IIIUUIJ IIIII ALL OrrDIIICI .. TIIIU 10011 

ABIOISI •roll JIIIIIC A PIJCI Alii toT 1111 LlftL IIAJ IIIII liT .. 

IAIJS or A IILATitiLY IIAll IALio 
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110 CUJOTATIGII1 WfD1 •• JJIU .. J'OitiAIJ 01 JUJ- IRWD 11115. 
TKJ: -lltaiiiY I.ICMIIIJH Till DqDI IITUTJOio 
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All I'LWU, L:!'fiOI CICIII1J) 

IT lAS JIPOIIIIU TO U&lll I .... IAmY 110 AIIOIKI Til DCI lrrD-
Jll;s or TJII •TAL AT TOIAY'I PIICII, 

IIOWifiit IT APPhlil TIAT Til lftllll lAS IIOflfATil IY All lrJOIT te - . - - -JlllfiiT COI.LAHI or TB IOILIIAIIn Alii TUT IT CAII!..not! ,_ Wll. 
JJITUIITI-•iJTIII A ~~H Gtllll., AI IIIIOUJ IA&LY 01 till I. Ia 
TU:ARIIT, 

Jr fill IUYJI5 Ill c.• Filii Til .ITiJ ITATi., IT Ullfil TB flr'lll 
TIRE THIS Yl&l fiAT AIIIICA Pllf$1111 A IIIAI II Til lOlLI IILtll 
LlfiL Alii lOCUli ATTIIITIM AUII M TU FACT TUT Til PIJCI Ml 
•P'IIIHIIT ALIIIIT DITJULY WPtll Til IIFPIIT or Til AlliiiCAII TIIA-Y, 

121u •autF . 
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IICtfS7P 

ADD IILfll, U.IIOII ~ICIIIfU 

TIUI lAS I :S/16 CIIITI All 0111:1 .... Till PIICI IITAILIIDI AT .. . . 
YORK YUTIUAY IY IIAIIIY & IAIIIAI, IUIJ.J .. KALIIIo IT VU a. CDII 

AI OIMCI IIU. Till liT PIICI Pall IY Till 1.1. TIIA .. Y 1H ...._, IIJ-. 

lATif! IIITAL. 

T1lt L•IMII LniL IU I 1/16 P111C1 AI H8C1 IILOI Til PIICI JIDI 

IIONJlYe 'IUTIUAY •11111 IIU .J.CD to IIIPUI IIALI .. I II'DIR 

Flllll A PIICI rot fll JJUT filii I~ Till lOlLI IU 1111 110 lnll 

COULl • ro- roa ru ao,ooo,ooo OIIRCII orrau. 
11/ll••IIU?P 
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2 48 PM 

51 LVER 

LONDON - BRO~ERS STATE THAT ONLY 7 1-2 PC 

OF THE TOTAL CASH SILVEn OFFER I NGS AMOUNTING TO 

6 000 000 OUNCES WAS BOUGHT BY AMERICA TODAY-

FORWARD OFFER I NGS AMOUNTED TO 15 000 000 OUNCES 

ALTHO THE 

SY~ATE HAS 

PROPOS ITION OF FORM I NG A BAN~ING 

BEEN MOOT ED IT I S THOUGHT MOST 

UNLI~ELY THAT ANY GROUP COULD BE FOUND TO TA~E 

OVER SILVER AT A PRICE ANO T O AN AMOUNT WHICH 

WOULD BE ACCEPT ABLE TO SPECULATORS WHO HAVE 

BEEN CAUGHT UNLESS THE S I LVER MAR~ET AGAIN 

BECOMES FREE FROM AMERI CAN DOM INATION AND THE 

PRICE DECLINES SO CATA STROPH ICALLY THAT SILVER 

AGAIN BECOMES AN ATTRACTIVE PURCHASE-

IT ALSO IS UNL I KELY THAT BAN~S WOULD COME 

TO THE AI D OF MORE EASTERN SPECULATORS 

THE MARKET I S ST ILL IN DOUBT HERE WHETHER 

WASHINGTON I S GRADUALLY MOVING TOWARDS A POLICY 

OF LIMITING ITS PURCMHASES TO DOMESTI CALLY 

PRODUCED SILVER OR WHETHER IT SIMPLY WI SHES TO 

ELI MI NA TE SPECULAT ORS AN D GET ITS FOREIGN 

SUPPL IE S AT A LOWER PRICE- I N E I TH~R CASE THE 

PROBLEM OF FORWARD SALES WILL TAKE SOME TIME 

TO CLEAR UP AN D PRESENTS GREAT DIFFICULTIE S-
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LONDON SILVER /3;1.. 
LONDON -BY U P- THE UN ITED PRESS LEARNED THE 

AMERICAN TREASURY BOUGHT SLIGHTLY LESS THAN A 

HALF-MILLION OUNCES OF THE TOTAL OFFERINGS 

WHICH RANGED FROM FIVE TO SIX MILLION OUNCES -

THE PURCHASE WAS RATIONED OFF AMONG THE SELLERS 

ON THE BASIS OF OFFER I NGS 

175 
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LOIIJOII.•AII CANE IIITO Ta 1011.1 lll.ftl IIAIDT TOlAY, DAJLIIIC 

BULLION DOUIS TO rn A PIICI or IAI IIETAL AT 27 &Ia JIEIICl 

Alf OIIICI••IQUlfAI.Dif, AT Til Pllllllf YALII or Til POUIII m1L111, 

TO U Cllfrl A n• OIICI. 
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WCIISU2 

ltlllftiDL••IIl..ftl JITIUI lUll AI IICI AS J CUTS a• e•GI•• 

a- lit Te 5 .. II URI. 

TUIIIII I,AI _FAIILY Ban, It CllriiACTI 01 DO, ... 1•1:11 KDI 
UC:IWICU. • ,SOliE LIIIDAfl. IIPOiftiLY CAlli JJIOit SIIAI'Hll acc:o•T 
VITN C:KIIIIIE TIAIDS RITCIIH filii IUIIJIU to WWiilAL IICAUII 01 
1'11111 lii&JlLin to UT IDCUTIOIII D IAifliiGio 
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• 
- o- 91 ~·~ 

LONDON BULLION BROKERS ARE PROPOSING TO SUSPES ----------------
THE RULE WHEREBY ALL ORDERS WHICH ARE PLACED 

AT THE FIXING SILVER PRICE MUST BE EXECUTED -

IN THE EVENT OF THERE BEING INSUFFICIENT BUYERS 

TODAY THEY MAY FIX A SPOT PRICE AND RATIO 

SELLING ORDERS TO 50 PC OR SOME SUCH FIGURE-

THIS IS THE PRESENT INTENT I ON BUT WHETHER IT 

WILL BE PUT INTO OPERATION DEPENDS UPON AMER---
ICA-S ATTITUDE- IN REGARD TO THE FORWARD 

MARKET THE POS ITION IS MUCH MORE DIFFICULT AND 

IT MAY BE THAT THE FORWARD PRICE ~ILL HAVE TO BE 

MADE NOM I NAL- BY THESE PROPOSED MEANS AND BY TH E 

FACT THAT LI MITS HAVE BEEN PLACED ON MANY SELL-

lNG ORDERS THE S I TUATION HAS BEEN EASED BUT IS 
,. I 

• . ' u~ov n oi'I'ICULT-

178 
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LONDON SILVER MARKET 

LONDON - UP TO NOON BULLION BROKERS REPORT 

FAIRLY LARGE ESTERN AND GENE_RA_L SLLVER-SELLINQ 

ORDERS REC~~£0 - THERE WAS NO I NDICATION AS TO -
WHETHER AMER ICA WILL SUPPORT THE MARKET- MANY --- -

-
VEDLY HAVE NOW BEEN AMENDED TO NOT TO SELL BE-

-
LOW A CERTAIN PR ICE-

Regraded Unclassified 
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~~tfS 
TREASURY WILL TE -- BE CALLED ON BY CONGRESS 

TO EXPLAIN SILVER DEVELOPMENT THOMAS J!EL I EVES 

WASHN -THE FEDERAL TREASURY WILL LIKELY 

BE CALLED uPON BY EITHER THE SELECT SENATE 

SILVER COMMITTEE HEADED BY SENATOR PITTMAN 

OEM NEV OR THE SENATE AGRIC SUBCOMMITTEE ON 

SILVER TO EXPLAIN CAUSES FOR THE PRESENT S I LVER 

SITUAT ION SENATOR THOMAS OEM OKLA A MEMB ER 

OF BOTH COMMITTEES SA ID TODAY- NE ITHER CMOMM-

ITT EE IS EXPECTED TO MEET BEFORE CONGRESS 

CONVENES SENAT OR THOMAS SA I D BUT ONE OR BOTH 

OF THEM WILL WANT TO MAKE A COMPLETE STUDY OF 

THE SILVER SI TUATION-

SENATOR THOMAS DECLARES THAT THE J?Ol liT I ON 

TO THE PROBLEM NOW CONFRONTING THE ADMINISTRA-

TORS OF THE S ILVER PURCHASE ACT WOULD BE A CON-
' 

CERTED BUYING PROGRAM UNT I L S I LV ER IE-- REACHES -
I OLR 29 C AN OUNCE WHERE IT SHOULQ_p~~ABILIZ-

EO- -IF WE PUT THE PRICE H WHERE IT OUGHT TO BE 

THE NAT ION S OF THE WORLD WOULD ADJUST THEMSEL-

-----------------VES TO IT- HE SAID-

- -

Regraded Unclassified 
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ADD SILYD 

T~ll:IIY .FflClAI.S ~lqD Tt CGIIaAL TBll PLAIIS, 111' A 

~~~~ RaliiD Til C0¥&011 TIAT 111.YD UNITS l'ltll UIIHII •ona 

•rn•• 111ft T. MIDT AD MI•T A •• , t AII0£11 OJ llLfU PIO-IA1'D 

ntE IIOUII AT Til CS Clll1' PIICI. 
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WCNSl07 

TKI: U.lJatASOIY liAS •ROBBED ITSELF• 01 taa,ooo,ooo II THl LAS1 

l¥9 DATI BY LITTIIC THE IORU Pllct OF Sll.VIR DROP FOR CllfTI AI OUIICI, 

SENATOR nND TIIOMS SAD TODAY. 

TH~S SAil TKE LOSS lAS DUE TO TWE TllASURY'S FAILUII TO SUPPORT 

THE LOIQIOR IILVII IIAIXlT IHICR CAUII:D A DIOP Ill THE SILVIR PIICE 

FRO" ABOtrr 6J CENTS AI OUIICE TO 61 ~S, 

•THE TIEASDY MOLDS 7001 0001 000 OUNCES OF SILVER, THE VALUE OF IHI~t 

DROPPED JUST AS liUCB AS Til IORLD PRICI DID, THEREFORE, TMI TRIASUIY 

TOOK A LOSS OF ABOUT .211 0001 000 ON Tlfli . MAIIUVD,• HE ~AID, 

•n•s Till liST TUG TIIAT COULD HAPflll, ROUVD, TO "' lllU fOI IT 

IIILL UIIC a' 11101-10111 011 Til IILVII SITUATJOII, UID US ..J~ TIUIIIY 

~ES All!AD AU CITS Tl!l PllCE IP TO ITS HAL liOIIETARY VALUE, IT liUllfT 

AS HU. QlJIT AYIH llLVIR AU TAU THE FULL LOSS 011 IIIAT IT ALUAIY 

HAS.• - 12/U-Rat~P 

Regraded Unclassified 



SILVER I I~ 

WASHN - BY U ~ REP MARTIN DIES D TEX SAID 

TODAY HE WOULD URGE PREVIOENT ROOSEVELT TO 

ADMINISTER THE SILVER PURCHASING ACT IN A 

MANNER TO STIMULATE EXPORTS OF SURPLUS COMMOO-

IT I ES-

REP DIE S WHO INTRODUCED THE AOMINISTRATIOS 

SILVER BILL IN THE HOUSE HOLDS THAT IT TERMS 

ARE BROAD ENFOUGH TO PERMIT THE EXCHANGE OF 

SURPLUS COMMODITIES FOR FORE I GN SILVER TH~RE BY 

AVOIDING THE NECESSITY FOR OPEN MARKET PURCHASES 

ABROAD SUCH AS NOW ARE CAUS ING I NTERNAT I ONAL 

AEPCERCUSSIONS-

Regraded Unclassified 



SILVER 
\ 

SHANGHAI- BY UP- CHINA NOW WOULD VIEW A SUDDE~ 

DRA,STIC BREAI< IN SILVI;R_!"_RICES AS EOUALLY HARM-- -
FUL TO HER INTERESTS AS SHE LOOI<ED UPON THE 

PAST RISE IN THE METAL AS RESULT OF THEUS 

BUYING PROGRhM INFORMED OUARTERS SAID TODAY-

ALTHO A-NERVOUS UNDERCURRENT WAS EVIDENT 

THE SHANGHAI YEN EASED ONLY MODERATELY EFFECT 

OF THE SILVER BREAK BEING MINIMIZED BY GOVT 

OPERATIONS IN THE CURRENCY MARI< ET-

Regraded Unclassified 
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D I SPARITY IN SILVER PRICE 

NY -THERE I S A WIDE D I SPARITY THIS MORNING 

BETWEEN THE OFFICIAL SILVER PRICES POSTED I N 

LONDON AND NEW YORK- ON THE BASIS OF 4 92 1-2 

FOR STERLING THE 27 I-2D PR ICE WAS E0U4L TO 

60 94 CENTS WH I LE THE HANDY 6 HARMAN QUOTATION 

FOR SPOT SILVER HAS BEEN F IXED HI GHER AT 62 3-4 

CENTS - IT IS OBV IOUSLY AN ARTIF ICIAL SPREAD 

THE UNITED STATES GOVERNMENT IS UNDERSTOOD 

TO HAVE PAID 63 CENTS PER OUNCE FOR SILVER IN 

N Y THIS MORNING AND IT I S BEL I EVED THAT AT 

LEAST SOME OF THE PURCHASES IN LONDON THI S 

MORNING WERE MADE FOR THE T RE ASURY-S ACCOUNT AT 

60 94 CENTS- THE 63- CENT LEVEL I N N Y IS IN 

LINE WITH THE HANDY6HARMAN QUOTAT I ON 

UNDER ORDINARY CIRCUMSTANCES THE SPREAD 

BETWEEN THE LONDON AN D NEW YORK PR ICES WOULD 

PERMI T PROFITABLE ARB ITRAGE BY BUY I NG LONDON 

AND SELLING NEW YORK - THE SPRE AD WOUI. D PAY 

SHIPPING AN D OTHER CH ARGES AND LEAVE A WIDE 

MA I"GI H OF PROF IT 

IN THE PRESENT INSTANCE HOWEVER IT IS HOT -

185 

I 

Regraded Unclassified 



FEASIBLE GENERALL Y TO TAK E ADV ANTAGE OF THE 

sPREAD BECAUSE THE TREASURY IS BUYING ONLY SPOT 

SILVER FOR DELIVERY WITHIN ONE DAY AFTER THE 

CONTRACT WAS MADE - A T I ME LAG OF ABOUT 10 CAYS 

WOUL D BE NECESSARY TO ALLOW T IME FOR DEL IVER Y ON 

BOTH ENOS AN D SH I PMENTS FROM LONDON TO N Y - I N 

THE PRESE NT UNSETTLED STAT E OF THE S I LVER MA RKET 

TH ERE IS TOO MUCH RISK IF WIDE PR I CE CHANGES OU-

RI NG THAT TIME TO ALLOW S I LVER TO BE BOUGHT IN 

LONDON ANO THEK SH IPPED FOR SALE HERE 

SOME CONFUS ION HAS ARISEN IN CERTAIN 

QUARTERS OVER THE NEW YORK EQUI VA LE NT FOR THE 

LONDON SILVER PRICE WHICH I S SEVERAL CENTS HIGH-

ER TH AN AN INOIC AT ED PR ICE BASED MERELY ON THE 

\ 

EXCHANGE RATE - IN CALCULAT ING THE N Y EQUIVALE~ 

ALLOWANCE I S MACE FOR THE DI FFERENCE IN FINENESS 

- THE LONOON QUOTATION IS BASED ON AN OUNCE OF 

SILVER 925 FINE WHILE THE N Y PRICE IS FOR 999 

SILVER 

I 28 PM-

Regraded Unclassified 
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.. YOU•• Til PIICI or 1&1 IILftl U •• 1811. IAI rJDI If 818\ 

l IIAIIIOII, IJLfll HALIU, AT G 3/. CIIITI, orr S Clll1' 11011 Til PIICII 
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S I LVER 

NY - S 

FROM ENGLAND · 

S PRESIDE ~T HARD{J-IH~RD I NG HAS ARR IVED 

FROM SOUTHAMPTON WlTH tO 716 B•RS OF SILVER 

CONSIGNED AS FOLLOWS- 4 295 BARS TO THE CHASE 

NTL BANK - 3 5t-- 3 521 TO GUARANTY TRST CO 

AND t 9DO TO BANK ERS TRST CO-

Regraded Unclassified 



Washington 
FOR IJOIEDUD RBI&ASi , 
'i'uead.&,y, December 10, 1935, 

Press Service 
ll'o . 6-41 

Secretary of the Treasur,y Worgenthsu todaT ennounced the fiDPl ~bacription 

and ~llobnent figures with respect to th~ current offering of 2-3/4 percent Treesur,r 

Bonds of 1945-47 end 1-1/2 percent Treasury Notes of Series c-1940. 

SUbacriptiono end ellobnents were divided P.mong the several Pedeul Reoerve 

districts ~nd the Treasury ~s followe a 

2-3[4 P!:RCENT TJUaSIJRY BOllllS OF 1945-47 
Federel Reoerve Tot!ll. Cash Tot~l Bxch~J168 To till 'l'ot~l 

District Subscriptions SUbscriptlona Subscri'Otions SUbscriptions 
Received Received Received Allotted 

(.Allotted in full) 

Boa ton $ 141,755, 900 $ 5 , 047, 600 $ 146, 803, 500 $ 38, 728, 000 
New York 999,987,850 100, 657,300 1,100, 645, 150 331, 901 , 900 
Philadelphia 96, 168,300 2, 570, 500 98,738, 800 25,068, 450 
C1evelend 86, 357, 650 1 , 509, 000 87,866, 650 22, 919, 350 
Richmond 69,342,900 3 , 063, 400 72,405, 300 20, 296, 800 
AtlAnta 82,728,500 762,500 83,491, 000 20, 933,000 
Chicrgo 198,787, 550 39, 950, 100 238, ?37, 650 88,254,050 
St. Louis 57,280, 000 1 , 962,300 59, 242, 30e 16 , :l?o, ?50 
llinne~>polia 19,424,900 950, 000 20, 374, 900 6 ,190, 900 
Xena~>a City 43, 161, 150 3 , 327, 500 46, 488, 650 14, 942, 150 
DrllP-a 56,867,900 744, 600 57, 612,400 16, 634, 650 
Srn FrPnci oco 182,434,100 656,000 183, 090,100 43, 410, 600 
TrePoury 683, 000 

'roTAL $2,034, 979,700 
118,000 

$161, 317,700 
801,000 

$2, 196, 297,400 
28§, 500 

$645, 736,100 

l!'ederl'l Reserve 
1-1[2 P.:!.!!C3N'l' TREASURY NOTES OF SERIES c-1940 

Tot!ll. CPsh Totl'-1 bchenp ~otl\l TotPl 
Dhtrict Subscriptions Subacriptlona Subscriptions Subacriptiona 

Received Received Received Allotted 
{.AJ, lotted in fUll) 

Boston $ 163, 185, 200 • 11, 207, 400 $ 174, 392, 600 $ 43 , 784, 600 
New York J., 308. 829. 200 138, 324, 600 1 , 447 , 153, 700 388, 007, 400 
Ph1lrdelph1P. 128, 222, 700 3 , 708,000 131 , 930, 700 28, 411, 400 
Cl eva1nnd 165, 714, 400 5 , 793,500 161, 507, 900 36, 424, 700 
Richmond 70, 473, 800 23, 162, 000 93, 635, 800 38, 237, 800 
.lt1Pntl\ 71,661 , 300 5 , 830, 000 77, 491,.300 20. •103. 500 
Chicrgo 251, 243,100 31 , 107, 800 282, 350,.900 81,530, 700 
St. Louia 54, 440, 100 7 , 512, 800 61 , 952, 900 18 , 866, 900 
Wi.nnerpolia 23, 569, 500 5 , 191, 000 28, 750, 500 10, 388, 000 
IPnsr.a City 41, 601 , -100 8. 433, -100 50, 034.800 17, .054, 100 
DP.l1NJ 50, 323, 200 2, 262, 500 52, 585, ?00 1-1, 582, 500 
S"n 7Dtuelaco 167, 491, 000 6,677, 000 174, 168, 000 38, 822, 000 
Tre~oury 510, 000 161, 000 671, 000 261, 000 

TO'UL $2,~7,264,900 $2-19, 370, 900 $2, 736, 635, 800 $737, 174, 600 

Regraded Unclassified 



laz'l7 ill t.he -orutac t.he t.olldoa dlnr llrolcere a4The4 that ~7 ba4 

oa h&D4 otter• to ••11 about 6 alllloa ouac•• of epot etlnr &D4 ebOGt 

3S •Ulloa -·· tor tornr4 41Un~. 'ft117 abo a4T11M that tlle7 ba4 

cbaQcl4 ~1r proo.anr. ot t1tt7 7'&rl etaD4.1QC u4u which all e1lnr 

ottue4 tor lale ..u.t lll 41epoee4 of at the f1:1:e4 price. !be - arrea,p­

.. a\ allon4 tor a ]ll'lce to lie tbet oa t.he .-cnuat of l1U11 reoe1n4 &D4 

the total b141 rece1Ye4 to lie apporttoDt4 .,alne\ t.he eelltac or41r• oa a 

pereeatage llalle • 

189 

. U 11 .All ~ JaUoDal C1 t7 Bazllt, lkall~, tellpboDM t.he1r •" York ottlce 

aD4 offerM for )II'GIIpt 4111n~ OD boar4 ~rtCaD lt-r ealUDC OD Dloe.bll' 

a, 01101 lot ot 01101 •Ulloa ouacee of ellYer at 27 7/8 peDCe , equiY&lea\ to 

61.~ &D4 a IICOD4 lot of 6150 thoui&D4 OUDCel a\ 27 1/2 p8DCI 1 lquiYaliD\ to 

611. !b••• otter• were accepted oa the wtre aD4 ae 1t ha4 lleea 4ec14e4 to 

puehaee a total of I allUoa -e• 1D tore1p ll&l'lclte, n MCip\M u otter 

for t.he 41tt ueace , -17 460,000 _ .. , troa t.olldoa a\ t.he price of a? ·1/1 

peDCe , which wae equiYalea\ to 611. !hi• allowe4 tor aa e:neu UoD l17 \he 

Loa4oa brolcen ot about 8 1/'alf. of all ~1r "111DC or41r• reeein4. Later 

1a t.he 4a7 fUrther often were mad.e frc. both :Boa~ aD4 LoD4oa, -e ae low 

ae the equl.Yaleat of 6()1 , nt th11e further often were 4ec111114. 'fh• Wn Yom 

price .. , eet at ~, aD4 a total of about a •1111oD 0\UICII wae eo14 lD Wn 

York at theN prlell. We were oUeret I •Ulloa -•• of etlnr ~ \he ,_ 

41 Mnic:o , llllt oal7 eae •Ulloa of t.hle -• 11001p\M at a pr101 of ~ ... l1ftr7 

la ... Torti:, 1111 all expeDNe ot traa.r\aUoa tn. Meuoo. 
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Secretary ot the n-ea.uJ')' 

Be tore 
Sol~ tW. ot BoliN Cc.d u .. 

oa AJipropriaUou. 
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- 1 -

The Treaaury•a eatl..lr.ataa tor lt37 han been ou-.tv.llT 

rni .. ed bJ \he Dapart~aant•e b\14gat all4 lJII)ro••mat •­

m1Uee, bJ the Bodpt Officer of the Dapa.rtcant, llJI4 bJ the 

Bureau or the Blldpt. 

J.a • reauU of euoh 1nhna1•• atu4J, the total eeU­

IIe.hs tor annual operating expeu .. of the Department han 

been reduced from $107 , 0~2 , 306 , aa aubmittad by Bureau 

heads, to $143,~11 ,200 , aa tiae.llJ appro't'ed ta the Budpt 

noor before thie Cotllli ttee, - a deoreeae of te3,Ml,l0&. 

Thie gro .. 4aoreaH ia -d• po .. tble by the el1m1Da­

tion ot Uame which although hi8hlY d .. tnbla ere not 

abaolutalJ eaaential, and it 1a belie't'ed that the De~­

ment will be eble to conduct ita 1M11J operauou withia 

the 111111h of the reduced eat~taa wbll1Ue4, without 

•barftaement to the Serrlce. U d11110natratea , hOIIeTer, 

t he earnest ett ort which baa been made to reduce axpend1-

tuna in the •orll: of the De~ment. 

'l'he cran4 total or appropriaUona tor the 'l'reaiiUt')' tor 

1936 1e $1,614,9~7 ,991.92, while the total eaUaataa t oz 

1137 - WMSer ocaatdaraU on bJ ,..a c~ttH a&&1' pta 

$1,623, 218,600, 1D4ioaUn& a nat iDOreeae tor all appro­

priations or te.~o.eoe.oe. 
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- 2-

AJ~propr1at1on.e Wl4er the TMUUl')' Department, a• ad 

tor t h in the 1837 Budget, aar be olaee1t1e4 •• tollowe: 

1. Regular annual appropriation• tor 
or4inarr operating expeneee 
or the Depar~nt; 

2. Indefinite appropr1at1ona tor 
or4illlll7 opereting ex;>enae e 
ot the Depar\Mnt; 

3. Special 1\e~:~e, eonaieting ot internal 
reTenue, ouetou and other mieeel­
laneoua retWI4a, eto.; 

4. Intereet on alld retire .. nte or the 
public debt parable trom or41Dar.r 
reeeiph. 

--···---

ORDilW!T OPX!W'lNO EXP£NSJ!S. 

Under the tirat two olauee, wbich oOTer the or«iD&l')' 

ope:ratina expeneee ot the Deparv•ent alld wbicb are lar~ 

8UbJeet to acbllniatraUn o011trol , tbe uU•te• tor 1837, 

when eompared with the appropr1at1oae tor the tiaoal 1MZ' 

1830, &bow an· iDOreue ot tl.O ,,7, ,081. 

Tbie uoreaH 1a due priDOi~ to the tollowina: 
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VJider "bper.aea, -..rpncy 8&1111:111&, Ool4 Reaenoe u4 

S1ber Pllro ... e .t.oh• u u- ot tl,ee&,800 appeara iJl ~be 

19:57 eatt.a~••· Beoauee of the a?a11ab1li'7 ot UDezpeD6e4 

baluoae troa prior 78U'a, DO approprSaUo:n appeare4 1UIIer 

th1a h .. ding in the r&CD!ar Treaaur,r appropr1at1ona tor 

l9S8, Theae unexpended balanoee, howenr, prcn'ided tlm4a 

adequah oaq tor the t1ret halt ot the thoal. year aDd, 

aoeord1nclJ, a det1oienoy eatiaate' under th1a appropr1at10D 

•111 be aubllliUed tor tba bela•• ot t he current tiaoal 78U', 
• 

UDd er "8alar1ee end bpeneea, Dh1alon ot Dh~t", 

an 1ncreaae ot •761,510 1e ueoeaeary to proTide tor diebura-

1D& work taken onr by thh D1Th1on 1n the current thoal. 

ot Dhbur-nt b.aa praoUoali)' -plated 1h orplliuUOD 

ot dhburaing tuDoUou, both in tbe D1etr1ot ot colwabia u4 

111 the tie14, All increued Tohaaa ot 41abura1aa work baa beea 

-• ot iaprOTed 118 \boda, ~be:r ee~•• •111 be ettecte4, 

111 orter to •1nala the Dotoee~ -"r ot Caa'- •-

pl0788a tor at~ requJ.re~:~enta, tba eatS.'• UDder •coueot-
111& tbe Beneae troa Cu'-" 1e t&06,800 lucer tllall the 19!16 

Regraded Unclassified 



-. -
a,ppl'Opriatioa. 

All inoreue of tl,lll!l,'760 Sa eatlmate4 for tbe BUreau 

or Iohrnal Rnenue, due to the DMd tor additional peracm• 

oel i o tho Income Tax aod .Uoobol Tax unite, aa wall ae io 

the J'lel4 Collection SeM'ica. 'l'ha illoruae or force io tba 

.Uoohol '1'e.x unit ia required for the allj)&M'hioo or new 

194 

planta which baYB came into operation aioce tha d1acoot1Baaooa 

ot t!)a Diatlllera• Co4u UDder t he H. R. A. 'l'ba iDcreaM in 

the I ncome '1'e.x Ulli t and the J'hl4 Collection Sar'l'ico ia re­

quired ~ expa4Ue the aUlllinaUoo and au41 t or 1ocama tax 

returoa. 

UDder Coaat Guard, ao 1ocreeae ot tz ,OM, '7615 ia due 

pr1Do1J)Ll.ly to the nMd tor a441Uooal airplaoea and t o tha 

r aqu irel:lant or a441 t10Dal peraoonal t o man uew naMla and 

new aT1at1oo atatiooa. 

'l'ba BUreau or J:n&r&TiDC &114 Printing wlll require aW­

U ooal tullda in t he .-nt or f3'0 ,183 to ... , anticipa\ed 

1DoreaM4 4-..4• in 111S7 ror currency, renoua abapa &114 

ohacka. 

r~ the Secret Senloa an iDOreua of n•rly 1267,000 

1a aaoauary to eoable that Sen loe to cope wi\h iocra&Md 

countertaiUDC aot1T1ti .. in all pane ot t he country, ~ 

1oTaa\1 .. ta rorceriaa aD4 ot.ber treuda ca.aitt.t in ooanac• 

ttoa wit~! the ll'&&t~ 1ocra&M4 YO~ or Oon1'11md ah .. lta 
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iaeued, u4 w putora tbe e441Uoll&l. 111naUptin wort 

r equired ot t be SarTice under lawa reoentlJ eaacted, 

195 

The Public Health senioe eaU.uha are t9 ,1186,7.S 

larpr tho their lt36 appropriation&. Ot thia iDoreaM, 

OYer t9,2SII, OOO rapreMnta nww 1t.m8 UDder tha SOcial 

Security .A.ct, ot IIIIich te,ooo,ooo b eatiJoatad tor pro­

Yidina aranta t o the stataa UDder sect i on 601 ot that .A.ct, 

u4 abolat t l,2SII , OOO to prOTide tor uw projach ot irtuti· 

~&tion and atudy UDder section G03. 

'l'ha - ot tei!O, OOO ia aatiaated UDder tha O.naral 

SUpply JUDd ot tbo Procurement DiTiaion, in order to pro· 

Yida adaquah twlda wUh which t o conduct t be iDcreeead 

Tolume ot commodity purcbaaoa, Tba conaolidation ot pur­

cbooina twleUona under the Procurement Dhiaion boa already 

reaultad in .ubatutinl aaTinga, the detail• ot Wbicb will 

be giTen to t he Committee b)' the Di rector ot Procurement. 

The federal Alcohol Ada!Diatretlon, created • • a DiTi­

alon ot tb.e Treo.ury UDder the ACt or Auguat 29, l9SII, and 

DOt b.itharto appropriated tor UDder the Treaaary Department, 

will require t&IIO,OOO tor 1937. A datlciency appropriation 

tor tb.ia DiTiaion will be requeated tor the current tlaoal 
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While ~. edimah cODtoiu4 1D tbe Bud&et tor 19ZO 

UJ)der the 1Ddetinite opproprhUcn "bpeD.Mo of x-ao, 

.ut Saptt~~~ber ~. 1917, •• ....,.11<1•4 and l!.xto!U1e4• , na 

t1,360,eeo, 1t h now eati.m6hd tbat $3, 000, 000 will be 

roquirod tor thla purpoaa tor 1936, 'l'be eetimah tor 

1937 h t1,868,000, 1D.diceuna a reduction under thla 

heod1n& for 1937 or tl,l32,000. The increue for ~ fie­

cal ,.ear 1936 h neo .. aal")' in ol'dor to bandla tbe eatt-ted -
TOlu.e or public debt traDNctiona arhing out or new ieauaa 

1D. meeting ~~~aturitioa aDd in aoquirina eucb a4di U onal auma 

as ma¥ be neceaaary tor GOYernmantal coeta in exceae of 

!Olf:::QPmUtOO IXP!Dffli'. 

a'QCb u- ae Federal Land Bank poJMnh, retullda of eollao­

Uona, t~at tunde, rMOi .... of ooiu, ud J)Qblic bu1ld1n&a 

ocaatruotion. 

fto :requiromeata for 1937 to ••t aoa-oporat1 D.& oxponaoa, 

•• oat fartb in ne ootileatoo aow before JOV c~tbo, are 

tM,aaa,tal 1 ... t bu Glo 1936 appropriaUou QJidor tbie beod­

iq, fto 19117 oatiaatea, bowonr, do n.- l 110lndo IUQ' ;.l'OT1a1oa 
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llhlle the UUIIIII.h con"1De4 1D tbe Jlu4pt for 11136 

under t he 1114ef!n.Ue epFQpr1aUon "bpeliMe ot x-n&, 

.a.ct S.pt•'ber u , 11117, aa .a..l14e4 &114 Jtneade4• , .... 

t1,360,180, it h DOw eat1mate4 tbet t3 ,000, 000 will 'be 

required tor t bia purpoae for 11136. The estimate tor 

11137 ia tl,eee, ooo, indicating e reduction under tbie 

beading for 11137 or tl ,l32,000. The i i1Creaee tor the fie­

cal .,ear 111~ h Deo .. oary in order to 11&114le t he eet1mate4 

Tol..,.. or public debt tranaacU oDa ar1a111s out or »• hauu 

in meatins maturitiea aD4 in aoquiri111 aucb additional auma 

aa may be neoaaeary tor GOTer nmantal ooeta in e~c•• • ot 

estimated reweauaa tor the year. 

The DOn-operd1111 expenaea ot tba Department inoluu 

aucb it ... aa Yadera1 Land Bank paJaante, ratul14a ot oollao­

Uou, truat tll.114a, raooill&p ot coina, aad public buildiaca 

oonatructioa. 

fte raqui~ah for l~f t o ••t DOa-operaUac expana .. , 

u aet rartb i n tba aatt.atea - 'before 70GJ' C.-ittH, ara 

tH,aa&,tal 1- t bu the 11136 appropriaUOIII& DJMlar tbia baacl• 

i111• 'l'ba lllll'f uUMtaa, boanar, do not !Delude aa:r proTiaion 

196 
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tor public bu1l41US8 cODatruotioo, tbe eat~tea tor wbL~ 

will be aaparatel7 aubmi tte4 to tbe concreu. It we exclu4e, 

tor purpoaea or oa.parieoll, public buil4iop colletructioll, 

the eatlmatee tor US7 io oo• er tba lloo-opent1D& erpena .. 

ot tbe Depar'-ent are l .. e, b7 tsl,231!,482, t.bu \be 1136 

appropriattou tor aWlar purpoa... 'l'llla reduction h -4• 

up princi~y or tbe tollowiq it-1 

l'hila 6ll increaaa or .... ooo,ooo appeara t or 1937 Wider 

"SUbeoriptiou to Paid-In ~plue, Jaderal Land Belll<a•, a 

re4UCt101l ot tl2 , 000, 000 baa bean cede ill the eatl.mata under 

•Pa,mente to le4erol Land Banke, Reduction ill Interest Rate 

on Mortgaaee• • 

Under tbe CuetOIU Semce, en illoreaM or ti!,OOO, OOO 1a 

.. ucata4 tor •cuatoas Retunda an4 Drawbeolta•, eucb 1ncre ... 

bein& baMd upon an 1noreue 111 Cuatau buahloue. 

Under Interul. Bnenue, on the other hand , tbe eatl.aate4 

appropriation• uec .. aary ill 11137 to maet all noll-operat1114 

expeneu ere appro:l1•tal7 p7, 000, 000 laea tor lll37 tball tor 

11136. Tbh i e 4ue entirely to a reduailon ot t£1,000,000 1a 

\be .. ts.h tor •Ratundill& Iohroal Re'1e11ue CollecUou•. 

'l'bh 4acreua will be acc011!J1l1ahed by utilhin& 1n 1113'7 i be 

uMrpelltad balallo~ ot the current year• a appropriation. 

Regraded Unclassified 



- 8 -

All i '- ot .,00,000 waa appropriate4 tor 1936 Willer 

•Beuet or Contractore•. 11h1le no ed41Uonal t'wlde t or thie 

purpoeo will be required tor 1937, l egislation tor the grant• 

in& or auch rellet 1a included i ll the 1937 ~dpt, with p:ro­

Yiaion tor the uee, durin& the latter year , ot any tunda 

remainina unobligated t:rom the 1936 appropria tion. 

INl'iRBST Olf 'I1IE PUBLIC DIBT 

llll4 

FUBLIC Dl!B'r RE'fll!!1:~$. 

Intereat on tho public debt ahowa, tor 1937, an incroaee 

or t63,000,000 aa coapared with the rniaed .. timate tor 1936, 

the additional amOQnt being noeoaaary becauaa or an increaee 

tn the eaUeated IIJ!IOUllt ot obllptiona whi ch will be Ollhtllll4-

ina. 

u increa .. or $29, 000, 000 i• aatimated tor the Sinldna 

Fund, aa compared with the ra?iaed eatlmate tor the current 

tt.cal ;rear. 'rhla 1ncreaaa rapreaanta baeio tncreaaee and 

the aoci'Uill ot intereet raq1•J.rad woder the law. 
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December 11 , 1935 

Lockett , U. s. Commercial Attache ot the United Stat es 
at Mexico, telephoned to the Seoret ury today from .Me:xioo Ci t y 
ut 1:15 o ' clock. 

The Secretary sent for Coolidge , Oliphant and Lochhead . 
Coolidge and Lochhead came in, but Oliphant was out to lunch. 

In the course ot the conversation, ~.Jr. asked Lockett 
t o hold the ' phone and Lockett said he would. Their conver­
sat ion to this point is cs follows: 

Tom 
Lockett: 

HM, Jr: 

L: 

FC.f,Jr : 

L: 

HM , Jr: 

L: 

R'.( , Jr: 

L: 

HM,Jr: 

This is Tom Lockett in Mexico Cit y -

Yes 

We ' re about to get into more financial difficulties 
down here. 

Why is that? 

- The Just before this l ast drop - silver -

Yes 

- the note issue was about three million pesos less 
than the monetary reserve. 

Yes 

The quotation froa London today was sixty-one, or a 
drop of over tour poi nts , -

Yes 

199 

L: - which made the note issue about twelve million pesos 
!n excess ot the monetary reserve. 

W , Jr: 

L: 

BM,Jr: 

L: 

We11, they ' ve sold 
silver? 

you mean they' ve sold too much 

Yes. Now they' re they ' re getting in a devil ot a 
mess ~d they ' re afrai d t o publ i sh a statement ot t he De­
partment ot MeXico shoWing the issue gr eater than t he 
met allic reserve. 

Yea 

...SO t be:y - t be:y ar e t earill6 very di sast rous reeul t a 
w1 t h probo.bly runs on t he banks. 
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W ,Jr: 

L: 

ru ,Jr : 

L: 

H!i ,Jr : 

L: 

Hll , Jr: 

L: 

HM, J'r: 

L: 

BM, Jr: 

L: 

!nl,J'r: 

L: 

HM,J'r: 

L: 

HIA ,J'r: 

L: 

HM, J'r: 

L: 

H!.I, Jr: 

-2-
200 

Well, what did what did they let the reserve go 
down so muoh for? 

Well, they're doing the same thing now that they did 
before by not watching end preparing. 

But I mean what 

The 3ecretary of the Treasury esked me to call you -

Yes 

- and give you t his information end also this further 
information. 

Yes 

In the monetary reserve there are some two hundred 
million or these old demonetized coins , -

Yes · 

- which amount to about sixty million fine ounces ot 
silver. 

Yes 

He W8Jlts to know if it would be possible for you to 
make an exchange W1 th him - that is give him gold tor 
tho~e sixty million ounces ot silver -

Yes 

- in order that he can get himself in s hape. 

Yes 

And I told him, at his request, that I would immediately 
get in touch With you 8Jld give you that information. 

He wants to exchange sixty million ounces ot silYer - ? 

Yes,' sir. 

- tor the equivalent amount ot gold? 

That ' s right. And those sixty million ounces are the 
tine content ot the approximately two hundred million 
pesos worth ot demonetized coins. 

Well, th87 don't -
don't. figure that 

th!l)' don' t figure tbat -i ther 
that the monetary coin s part 
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L: 

mA, J:r: 

L: 

HM, Jr: 

L: 

HY, J r : 

L: 

H!.f,Jr : 

L: 

mA, Jr : 

L : 

H1J ,Jr : 

L: 

H!I , Jr: 

L: 

L: 

- 3- 201 

or their r eserve , do they? 

Yes, tbey do, but tbe Secretary r i gures tbat i r t hat -
ir t hat is converted into gol d -

Yes 

- that he wil l have a better base ror his currency and 
convince hie people that hi s not es are sate . 

I see. 1'/ell , now, would be want to actual ly move 
t hat gold and tha t silver? 

That ' s my understanding. 

Yes , and bow soon does he want an answer? 

Just as soon as be can possibly get i t . He saw me 
l ast night - again t his morn.ing I was with hlm. And 
he was trembling in his boots as to what might happen 
here at any time. 

VIall , now, Just -
this? 

No , I did not . 

Well -

Rave you reversed the charges on 

But I ' ll pay them and send you a bill . 

That ' s all right. 

That ' s all right? 

Now wait a minute , you stay on the phone, wil l you? 

I ' ll do that, 

You s t ay on the phone. 

Yes , sir. 

(Long pause) 

Using t he di r ec t wire to t he • 'hi t e House, HII , Jr. called 
the President and told him that Lockett , rrom Mexico City , was 
on another ' phone and t hat Lockett report s t hat t he pri ce ot 
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silver is dropping and the Secretary or the Treasury or Mexico had approached him. EM , .Tr. told the President that it seams their paper currency is 12 , 000 ,000 pesos ln excess of their monetary reserves . He said, "The Mexican Secretary or the Treasury wants to swap 200 , 000 , 000 pesos (the equivalent or which is 60 , 000 ,000 ounces of silver) tor an equivalent amount of gold and that if we do that , we will save them." The Pr es­ident said he would be perfectly agreeable to making the exchange . 
HM,Jr. then asked the President on what basis he thought we ought to make this swap and the President said 62 cents . EU,Jr. said he had in mind 6ll cents , but that he was perfectly agreeable to being s little more generous and to make it 62 cents . 

The Secretary also reported to the Pr esident that Lochhead says there is so~ething in the London Agreement to the effect that we cannot buy demonetized coins, but that he, the Secretary, would tell the Mexicans that if our legal office passes with approval on it , we will go through with it at 62 cents. 
HM , .Tr. then returned to the ' phone which Lockett was hold­ing and a record of their exact conversation is as follows: 

Tom 
Lockett : 

HU, .Tr: 

L: 

HLI,.Tr: 

L: 

IDl , Jr: 

L: 

B11, Jr: 

L: 

m&, Jr: 

L: 

Hello 

Hello, Lockett - ? 

Yes , sir. 

Now, here' s - there ' s something in the London Agree­ment about our not buying demonetized coins, but I t hink that's from silver brokers. 

Yes 

Now our General Counsel is out to lunch but he ought to be back auy minute. 

Yes 

And we ' ll call you back - what ' s your number? 
L - 1665 

All right now you Just stay there and certainly w1 thin the half en hour -

Yea , air. 
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m.r, Jr: 

L: 

Hl.l, Jr: 

L: 

.I:IU, Jr: 

L: 

HM, Jr: 

L: 

HU, J'r : 

L: 

HM,Jr: 

L: 

I'!:.I,Jr: 

L: 

HU, Jr: 

L: 

1!1.! , Jr: 

L: 

IDI, J'r: 

L: 

llM,Jr: 
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And I think you' d better hove somebody from the 
Treasury come over and sit next to you so we can ask 
them some questions . 

All right, I ' Ll -
here himself . 

I ' ll see it I can get tbe Secretary 

Right - if not tbat gentleman that came up bere -

Yes, well he ' s -

Ob , i sn' t he? 

No 

Ob -

he ' s not i n the Treasury. 

And tbe Secretary mentioned the t act about tbe London Agreement -

Yes 

And he wanted to know - be mentioned too that - as 
to wbetber or not it could be waived in t his case in 
tbe case ot tbe emergency. 

I see . Well -

And you' ll call me back , will you? 

We' l l call you back within s hAlf an hour . Now, you 
migb.t be telling them thie 

Yes 

The price in London now is s:txty cents . We ' ve been 
offered silver a t sixty cents. 

Is what price? 

Sixty 

Sixty c~nts? 

Yes 

My God ! 

A~ Bombay a t sixty we ' v6 been offered silver. So 
we thought we ' d split t be difference. Our pri ce today 
waa aixty-tb.ree and you - we can b117 silver 1n London 
t oday a t sixty - be can check that - so we thought 
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L: 

HM ,Jr: 

L: 

H:A,Jr: 

L: 

HM,Jr: 

L: 

H'A,Jr: 

L: 

HY, Jr: 

L: 

HM, Jr: 

L: 

Hrl , Jr: 

L: 

HM, Jr: 

L: 

F04, Jr: 

L: 

Ill.! , Jr: 

L: 

-6- 204 

we would split the difference and then ~ive him a 
littl e bit the benefit and call it sixty-two. 

Call it s ixty-two? 

Yes 

Yos 

Now, I I talked t o the Presi dent 

Yes 

And he ' d like to do it if possibl e as a friendly 
gest ure to Mexico. 

Yes 

Now, will you tell him that? 

I certainly Will , and Ur . Secretary -

Yes 

It there ' s - he didn' t di s c uss this in detail 
with me, but if there' s any obJection on the actual 
movement or transfer -

Yes 

- probably he ·would be willing to make so:::~e arrange­
ment whereby that gold would remain in the States? 

No , I ' d rather get rid ot it . 

Oh, you' d rather get rid ot it? 

Sure 

Good Lord , that would suit him then. 

!lo, I would rather , - I' d rather you bave the gold 
and we have the silver. 

That • a tine. 

Now -

Well, I'll tell you, I'll get someone here from the 
Treasury here i n the meantime and I'll sit right here 
and await your call. 
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I:IU,Jr: 

L: 

BM,Jr: 

L: 

HM,Jr: 

L: 

HU,Jr: 

L: 

R'4 , Jr: 

L: 

HM,Jr: 

L: 

IDl,Jr: 

L: 

HM,Jr: 

L: 

HU,Jr: 

L: 

B:l, Jr: 
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And now, - tell him t his , that the Presi dent ot the 
United St~tes and tbe Secretary of the Treasury are 
doing this as a gesture ot friendship -

Yea 

- to the Republic ot Mexico . 

Well, I'll - I ' ll certainly do it . 

And then within a half an hour now, Lochhead -
Archie Lochhead Will talk to you, I mean, they ' ll 
have to stand the expenses ot I mean we ' ll have 
to deduct tbe coat of refining and all that, but 
he ' ll tell you that . 

All right . Well, I ' 11 get the Secretary here eo 
we ' ll have him to aek right back 

All right. Doee he t alk Enslish? 

Yea, he t alks it all right , - so that the chances 
are he might want to t alk to you him.selt. 

Well , I unfortunately I won't be here because I've 
got to go up on the Hill to testify on appropriations. 
So , it will be Mr . Lochhead or Mr. Oliphant. 

I see. 

But later on , it he ' s there, I' d be delighted to talk 
to him. 

All right 

But -

I ' ll have him here - and 

But he couldn' t get aJzy quicker service in a half an 
hour anywhere could be , fr>J: sixty llllllion ounces o f 
silver? 

Oh, my Lord , I eay not ! 

All right. 

All right, tha.llk you. 

Goodbye. 
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The Secretary had t o go to the Hill today at 2 o ' cl ock to appear before the sub- Committee or the House Appropriations 
Comaittee. He asked Lochhead to locate Oliphant immediately 
and t ell him or the conversation with Lockett and ask Oliphant t o make a decision whether or not we coUld, under the terms or 
t he London Silver Agreement , take the silver offered by Mexico . 

~ben HM ,Jr . returned from the Hill , he called in Coolidge , 
Oliphan~ and Lochhead. Oliphant s t at ed that according to the London Agree::~ent , Jlerlco having signed the Agreemant, she could 
not, therefore , ~ell the United St a t es any silver. HM,Jr. then asked the following ques tion: "If an individual wore to sell 
us demonetized silver we coUld not b~ it, but is it not dif­
ferent if the Government s ells it?" Lochhead sai d he thought tha t was right . Coolidge sai d there is danger or criticism 
if we b~ trom Mexico at 62 cents today and then drop the price tomorrow and b~ s ilver cheaper tomorrow. HM,Jr . sai d , "If 
we do not b~ sitver from Uexico and the ban..l<:s of Mexico close , having our St abilization Fund and not helping them we certainly 
\rlll bo severely criticized . " He also said , "Cons i dering the background of Mexi co , I certainly t hink we ought to b~ t his silver . The question is , and I would l ike Mr. Oliphant to put 
his mind t o it is , have I the legal right to accept t heir ott er?" Mr . Oliphant said he woUld look i nto it. 

HM,Jr . then called Secretary Hull and told him the s t ory of his conversation with Lockett and said that Oliphant is working on the legal question and suggested that he would like Mr. Oli­
phant to talk to Ur . Livesey about it . He also said , "The Mexicans see s ilver dropping and t hey want gold i nstead." He 
also told Mr . Hull that he thought it a very good idea to b~ 
this s ilver as we were reaching nearer the r atio or our silver agroemont . "I thi nk it i s a good t hing to do , but it is just a question of whether we can do it," he gold Mr . Hull . 

Shortly after 4 o ' clock Oliphant came i :1 and t old The Secre­tary that the Mexicans had misrepresented the situation; t hat t he Mexican silver reserve i s 197 million nesos and their gold 
reserve is 149 million , making a total or 346 milli on pesos . He said t hey have about the same amount of notes outstanding, in­
cluding their sub-coins , and under their l aw they only have to have SO percent . Wnat they really want us to do is to b~ their 
entir e s ilver reserve or 197 million pesos . 

Mr . Morgenthau then called Lockett. 
as follows: 

HM , Jr: 
Tom 
Lockett: 

Hello -

Mr . Secretary? 

Their conversation is 
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Yes 

This is To!ll Lockett. 

Yes - are you alone? 

No the Minister is here. 

Oh VleU, now, Mr. Lookett , . we •ve been di soussill8 
t his th1118 at great loll8th and we firs t want to get 
our facts straight. Now we ' ve only got your figures 
as or October f i rst -

October firs t? 

- And on tha t we figured that you - t hey had out 
about three hundred million dollars worth or notes -

Yes 

- and about forty-two mill i on dollars worth or sub­
sidiary coins. 

Yes 

Or around three hundred and forty-three mil lion. 

Yes 

I s that right? 

loell. , now, I have a stat ement i n front or ce or 
November twent y-third . 

October twenty-third? 

No , November 

November twenty-third? 

Yes , sir. 

Now, what is that? 

For Which the note issue is three hundred end two 
million -

Three hundred end two mil.l.ion? 

Two hundred aDA fifty-seven thousand -

Well, never ailld that -

.Ul right. 
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Three hundred and two million? 

That's right. 

Yes and bow - what about the subsidiary coins? 
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The subsidiary coins? Forty-three million -
Yes 

- seven hundred thousand. 

Or a total or three forty-five? 

That's right. 

And their reserves how much sil~er reserves? 

Just a second (pause) just a second -
Silver - Bello 

Yes 

A hundred and ninety-seven milli on pesos . 

One ninety-seven? 

Yes 

Yes - bow much gold? 

J'uet a minute - One hundred forty-nine million gold . 

A hundred and forty-nine mill ion gold? 

Yes 

And how much exchange? 

Yes - now wait just a minute and let me give you the 
final I'm giving you the figures later than NoTea-
ber the twenty-third. Now wait a minute and let me 
give you the note issue. 

Note issue? 

Approximatel y as I've given you. 

And that' s the note iss ue? 

Yea, air. 

ADd -. What about their reaerYeat 
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Well, now -

Bow much silver? as of Nov8lllber twenty-third? 

How much silver in the reserves? 

Yes 

Eighty-tour million ounces. 

Ouncee? 

Yes - or a hundred and ninety-seven million pesos . 

One ninety- seven pesos? 

Yes , sir 

And how much gold? 

A hundred and forty-nine mill ion pesos . 

A hundred and forty-nine million? 
in exchange? 

(Pause) 

Ill dollars? 

Yes - pesos 

And how much 
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Four hundred and thirteen thousand dol lars, that ' s -
that is included in that a hundred and torty-nine 
million. 

Oh, woll then there ' s a total ot how much have they 
got in the reserves? 

In the reserves? Let' s soe -

Three forty-six 

Three forty-six is right. 

Now, as 1 understand it, - we' ve looked up the law -
all they need is t1fty per oant reserves - ? 

Well, that - that's oorreot. 

Yiell than, what are they worryiiJ6 about? 
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Well, they the difficulty is this, - that with 
this new money issue -

Yes 

- they run a market tor such e short time they are 
afraid to conduct a note issue I mean 

the actual colD!Ilercial value ot the reserves. 

\'1ell , in other words, they want to keep a hundred per 
cent reserves? 

That' s correct . 

Well , is that what they ' r e worrying about or are they 
worrJing about the price of silver falling? 

No , I think it' s the merely a question or those 
reserves and the the note issue. 

Well now, why should they worry it they - if the 
law only requires fifty per cent and they' ve got over 
a hlmdred? 

Well, here ' s What they are atrsid of. 
afraid that when they 

They' re 

difficulties with the banks. 

Well, Wha t happened down t here today? 

~ell, so far it is not known. 

Yes 

and everything a t this time seems to be normal . 

Yes Well now, hes t he Secretary down there or 
the Minis ter , looked into the question under the 
London Silver Agreement that he can sell demonetized coins? 

I guess he has, in fact be spoke of that to •• t hie 
morniJ18 . 

And What does he think? 

Well, he wanted - be particularly wanted to know if 
there is some way that it could be waived in suoh 
an emergency. 
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JlM, Jr: Well , I mean, who ' s going to waive itt 

L: (Laughter) lllr. Morgenthau 

HIA, Jr: Yes 

L: 

HM,Jr: 

L: 

HM, Jr: 

L: 

HM,Jr: 

L: 

Htl,Jr: 

L: 

HM,Jr: 

L: 

Hll , Jr: 

L: 

HM, Jr: 

L: 

HM,Jr: 

He would ask me that quest i on as to whether same 
arrangements could be made as to whether it could be 
waived. 

Yes - Well now, le~ me ask you this -

Yes 

This two hundred million pesos of demonetized coins -
is that part ot their reserves? 

Yes , sir. 

Well, t hat ' s their whole reserve then. 

That ' s practically the whole thing plus the gold. 

Plus the gold? and not - then what they' re talking 
about is selling us their entire silver reserve? 

Practically -

It ' s entirely - you mean , accordiog to your figures , 
it is a hundred and ninet y-seven mill i on -

'l'hnt ' s right 

Well , now, do they reel they have to sell all or thei r 
silver reserves? 

Well now, the Minister has Just usked me while he 
sitting here - he asked me whether or not it you 
would agree t o do that . It you would require 
ot sixty million ounces ot silver or whether they 
could sell you a~ portion thereat. 

Now, say that again, please. 

The lllllister has Just said to please 
ask you it you agree to make this exchange - would 
you reqUire him to pay you the tull sixty llill1on 
ouncGs or would you take any portion thereof i n a 
s imilar exchange. 

Well now, Just hol d t he wire a minute. -
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(Pause) 

Hello 

Yes, sir 

What does the Minister mean when he says would we 
t ake any part a f ter all, we haven' t proposed to take 
it all? That isn 't our proposal. 

No, well, he had t his i n mind 
he said sixty million ounces 

Yes 

And he thought probably that a s to whether or not 
you would t ake the exchange in payment on that amount. 

Yes 

tfuether you would be willing to make an exchange on 
a smaller amount depending on whi ch they f ound it 
necessary to sell . 

Well , I didn't suggest that we take their entire 
silver reserve. 

No 

And y ou see, the story tho.t you told me this 
morning, that their note i ssue exceeds their monet ary 
r eserve 

Yes 

Well, it it do esn't . I mean, they' ve got more -
I mean, on a fifty per cent basis they've - that 
they've got they've got plenty of reserve . I 
mean, the gold alone is fifty per cent . They've got 
fifty per cent reserve alone on the gold roughly 
speaking. •lell , they've got a hundred and forty nine 
million doll ars worth of gold pesos and they' ve got 
three hundred million worth of notes out. 

The law is the trouble is, of course the law 
allows them twice as many notes as they 
have in the reserve. 

Yes, well , they' c oniy get out one for one 

Well, now, the difficulty of the matter is that due 
to this new currency and someWhat lack of confidence 
that the diffi~lty is going to arise When the note 
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issue loses its actual commercial value they ' ll have 
trouble with the commercial value . 

Yes, but it isn't what they really want - is they 
want to sell some silver - all their silver . 

That may be true also, but I know this , that the 
that the anxiety right now is the passing of the note 
issue of the metallic reserve . 

Well, I can 't talk to you with him there. Now, I ' ll 
tell you what you do, -

Yes 

You tell him that I won ' t have word for him until 
seven o'clock our time . 

Your time? 

Yes - and you let him go and I'll call you back 1n 
about ten minutes . 

All right. 

Seven 0 I Clock lfashi ngton 
there now'l 

I've got three-thirty . 

what time have you got 

Well I'll call you back at six o ' clock your t i me . 

At six o'clock my time? 

Yes 

All right 

Right 

All right . 

Thank you. 

I ' ll I ' l l be waiting for you. 

After the conclusion or this conversation, the Secretary 
called the President an~ said tha t tbe Mexican situation is 
not at all ss Lockett had outlined it . Th~ir note issue, 
he said, i s a bout 301 million Resos and the sub-coi ns , 42 
million, making a total of 343, 000, 000 pesos . The si lver 
reserves amount to 197 mil l ion pesos and the gold reserves , 
149 milli on pesos, or a total of 346, 0001 000 pesos . He 
told the President that we have looked up thei r law and find 
that they only need a 50 per cent re~erve and that we have come 
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to the conclusion that they are offering us their entire sil-
ver raserve . HM,Jr. also said that "They see silver coming 
down and want to dump it on us. That is an entirely different 
story. I see no difference between this and the Hong Kong 
silver reserve . We VIOuld be buying their entire silver reserve. 
They are just specula ting . I do not feel that we should come 
to any decision tonight . They are just trying to do what 
Bong Kong did, except in the Hong Kong case they told us the 
truth." Wr. Morgenthau then asked the President, "Don't you 
think we ought to sit still and do nothing tonight?" and the 
President agreed . Mr. llorgenthau told the President, "We would 
be helping another ma jor country go off sil~e~" The President 
said, "They are trying to sell us their si l ver reserve and when 
the price gets low they will buy it back again" . 

After Mr . Morgenthau gave his wh~le story to the President, 
he called up Secretary Hull and brought him up to date. 

HM, Jr . was quite provoked with Lockett and called him on 
the telephone again and spoke to him at five o'clock. The 
transcript of this conversation is as follows: 

Tom 
Lockett: 

HM1Jr : 

L: 

BW, Jr : 

L: 

BU, Jr : 

L: 

m.!, Jr : 

L: 

IU!,Jr: 

L: 

Hello -

Hello 

Mr. Morgenthau? 

Yes 

This i s Tom Lockett . 

Are you a lone? 

Yes , sir 

Now, let me ask you when you told me this morning 
that their note issue exceeded their reserves, did 
you know that their reserve requirements are only 
fifty per cent? 

Yes, sir 
that the 

If I didn't explain that, I meant this , 
that the note issue was 

Can you talk a little louder? 

Yes that. the note issue 

Bll.Jra Yea 
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- was between the amount of the metallic 
reserve, that is the commercial value . 

Yes , well I didn ' t get that . Well now, we 1ve had time 
to think this thing over and wha t it amounts to when 
you boil it down is that they want to sell us their 
entire si l ver reserve . 

Well, frankly , it looks to me like practically the whole 
thing . 

And! 
afraid 
but 

then I think it' s simply that they' re 
sliver is going to go down and they' d like to 

sell it, that ' s all. And I can ' t see it. 

That may have something to do with it. 

Now, they' ve got a hundred and forty-nine milli on 
dollars worth of gold and if they have any difficulty 
in ma1ntn1n1ng the dollar to peso ratio and they need 
any assistance on their stabilization why we ' d be 
glad to talk that over . 

Yes 

But to buy their entire silver reserve , why, we can' t 
s ee that, -

Yes, well, the here is this, that 
note issue was 

fracti onal coin 

Yes 

the actual commerci al value of 
the reserve is going to start a run on the banks . 

Well , I think that sounds phony to me . 

And as the matter stands right now -

Yes 

The amount of the reserve figured at the f i gured 
down at the price of three figured at the price 
of sixty cents an ounce -

Yes 

- it would be three hundred and thirty-four milli on 
dollar a. 

Yea . ~t they don't need a ~undred per cent reserves . 
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No, is that when the 
note is higher than the commercial value of 

the reserve, why then they' ll probably start a run 
on these banks . 

Well - I I think he' s building walls of rear, 
that ' s wha t I think . 

Yes 

I don ' t think they exist. 
· up all the silver reserves 
be any silver left and all 
on gold. 

Now 1 we go around and buy 
in the world, there won ' t 
these countries will be 

(Laught er) Tha t may be the fact . 

Bl.I,Jr : Yes 

L: 

HU, Jr : 

L: 

HIJ,Jr: 

L: 

HK, Jr: 

L: 

ms,Jr : 

L: 

BM,Jr: 

L: 

fiK,Jr : 

L: 

Well now, on this 

Yes 

by the way 

that silver reserve amounts to sixty-seven 
million ounces. 

What's that? 

The sil ver reserve amounts to sixty-seven million 
ounces . 

I thought you said a hundred and 
million ounces? 

Yes , this is ounces . 

Yes 

oh, sixty-seven 

And of that sixty-seven million , eleven million ·ounces 
is refined. 

~leven mill ion ounces is refined? 

Yes, and the remainder is i n the form of coins . 

Well then, well we bought a mill.ion ounces f r om t he• 
today, I think, at least we made them an offer. I 
don ' t know whether they accept i t . 

Yes, - bow much was that? 
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A million ounces we offered to buy goday, 

·One million . 
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In other words they' ve got eleven million ounces or 
refined silver to sell? 

Yes 

Well, you just tell them this for us 
time we don ' t we' re not interested, 
have any difficulties with in their 
with their exchange fund 

Yes 

that at this 
but if they do 
exchange -

\Vhy, we'd be glad to talk to them further. 

All right, well now, I ' ll t alk to the Minister 

Yes 

And give him that message. 

B.ight 

And if things seem to be getting out of hand down 
here I'll speak to him and we ' l l call you up again. 

That ' s all right, I wish you would. 

All right, thank you very much. 

Thank you 

Goodbye . 

(llOTE: See record of telephone conversat~on between the Secretary 
and Mr . Lockett under date of December l7J 
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December 11, 1935 

HU,Jr., talked to Key Pittman last night and the Senator 
•aid, "You are not thinking of changing t he domestic price?• 
to which Ur . UorgenthAu replied, 1 I had no such intention . • 
Ur . Pittman sai d, 1 I ~o not care what you do wi th the world 
price as long as you leeve the domestic price alone.• 

The Secretary also spoke to the President l ast ni ght 
and the President cade t his suggestion, ·~at do you t hi nk 
of this idea : that you take 2 , 000, 000 ounces of silver in 
!leVI Yor k a t such and such a price tor 30 days , delivery good 
fro1a t oday onP Hll,Jr ., told him he t hought it was an i n­
teresting idea a.ud tha t the Treasury people would give i t 
further thought. 

Ur. Coolidge asked !Jr. Corgenthau today how low he would 
like to see silver go down and the Secretary said , "To the 
point wher e there will be no profit to anyone on the silver 
smuggled out ot China; t hat is, down to the price ot 40 cents.• 

* * * * * 
Dictated December 11, 1935 

I called \Vallace yesterday and he was not in, so I asked 
tor Chester Davi s and I final ly got Porter on the ' phone •. I 
told him not to eell any cotton yesterdey . He promi sed to 
cell ce at ten o'clock this cor ning to confirm i t . 

Porter oromised he would 
and only on a rising market . 
to sell any cotton below last 

sell a noroal amount 
I neked Porter, for 

night ' s close . 

ot cotton 
today, not 

I called \'i'a lla.ce today and told him of my convex-oati on 
with Porter and that I Just wanted to do t his for a couple or 
days until we knolf · ~1here we are a t• 1n connecti on with the 
silver market . • 

••••• 
nhen I saw ~e Pres ident at the White Souse , this morning 

at 9: 15, he gave me another idea. He said, ·~ell the pecyle 
a t 10 o ' cloc~ i n t he morning that we will accept bi ds for 
2,000,000 ounces or silver from any place in the world . Then 

.. 
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a t 3 o'clock we will open the bids and announce ths lowest 
bidder and to whom we are going to give our bids .• He does 
not want to get ~ex1co and Canada down to the world pri ce i f 
he can help it. 

The Presi dent is quite determined t hat fron now on he 
does not want to tell London that we will pay so ouch and so 
much for s ilver and t hen ask t hem 1'il'ill you accept it? 1 • He 
wants the t ables turned. He wants to work it out so that 
!lorth and South Al!lerica rill get a specia l price on newly-
mined s ilver. * • * • • 

Lochhead cama in to my office at 11 o ' clock and said 
tht•t Bombay was on t he telephone t alki ng to the Federa l Re­
serve 1n New York. They are offering us 1,000,000 ounces 
of silver a t 61- B/10 cents and 550,000 ounces at 61 cents 
for icmediate shi pment . I i muediately called the President 
while Bombay was holdins the l ine and asked for hi s advice. 
I told the P~esident that I felt it was a reasonable ott er 
and the President approved the purchase . 

I then asked the President 'rhether he t hought it a good 
idea for us to buy ~ little silver ln London at 61 and t o 
tell tierr York t hat we will take a ll spot. silver tha t they 
can off er us at 63 cents and also te ll the Uexlcans that we 
will buy 1 , 000, 000 ow1cee from thee at the same vrice. The 
President approved and I gave Lochhead t he following orders: 
to t~e 450, 000 ounces ln London a t 27' pence (or 61' cents); 
to set the 1>rlce in tlew York at 63 cents , and to bi d for 
1,000, 000 oUnces in ~exico at basis of 63 cents New York 
leas the ordin~ expenses . 

• • * * 
A littl e while l ater Lochhead carne back and r eported 

that London took our offer of 450, 000 ounces of silver i m­
medintely and are now inquiring whet her we want any more . 

-· 
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December 11th 

When I saw the President this morning I asked him 
whether be wanted to change the Capital Gain Tax and I could 
tell the way be answered me that be did not, so when Baruch 
came in this morning at 11 o'clock I told him that I bad been 
advised by my Legal Department not to do anything about it . 
He seemed very much annoyed but I cannot help it - better 
have him annoyed at me than at the President. 

A similar thing happened to-day. Kannee called 
me up and said that the President would not see Filene but 
asked that I see him and turn him down gently as Filene is 
going to make two or three radio talks and they would like 
to keep him sweet if possible . 

Regraded Unclassified 



-
Telephone conTersation with Thursda:y, 
Ur . Hogate of the Wall Street Journal • December 1~, 1935 • 

Kr . Hogllte: 

H. AI .Jr: 

Kenneth c. 
Bogate : 

R. M.Jr: 

H: 

H. M. Jr: 

R: 

H .M.Jr: 

H: 

H.M.Jr : 

Hs 

H. M.Jr: 

H: 

H. M.Jr: 

B: 

R: 

H.M.Jrs 

HI 

H.X.Jrs 

llr . Secretary 

How are you? 

All right sir thank you, how are you? 

Fino . This is one of them confidential calls . 

Yes sir . 

Mr. Hoguet - two things - if :you could put one of 
your bright young mon to work down here as your own 
idea 

Yes 

And l et him look up for the last throe years, that is, 
prior to 134- ' 33- ' 32 what the world ' s shipments 
of silver was, see? 

Yes. 

You can get it all from the Department of Commerce. 

Yes . 

And then get what they were the first nine months, see -
this year . 

Yes. 

The movement - the big movement of silver . 

Yes . 

And he's going to find that there's practically no 
silver came out of Shanghai this year. He •s going to 
find that great quantities came out of Hong Kong and 
that suddenly Japan has become a great mining country 
for silver. 

(Hearty laughter) 

Now that bas never been brought out- I mean she's run 
along for the previous t hree years - oh- she ' s exported 
five or six mill i on ounces, see? 

Yes. 

And she's going this year at tbe rate or about seTenty 
fiTe million ounces . 
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R: 

R .u..t: 

R: 
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\'/ell that 1 s very interesting. 

Now it doesn't take a great international detective 
t o find out how they are getting i t and what - bow 
t hey a r e doing it. 

Yes. 

You see'l 

Yes . 

But that ' s never been brought out. 

Ah - we ' d l ike to bring it out and 

And if you --

and thanks for your suggesti on. 

See - and i f you people go over to t he Department of 
Commerce all the statistics are there and i f they'd 
look - go back of January one three years the movement 
of silver was f airly constant the way it flows. 

Yes . 

You see? But the way its moving this year to London to 
us - where London gets i t from - they get it differently 
than they ever got i t before . 

Ah ba 

And i t comes f r om different places than they ever got 
it before. 

Yes . 

You see? 

All right 

And I just --

That ' s a darn good story in there and would you say 
Mr . Secretary that after we get those facts that you 
could reasonably draw conclusions from those 1·acts as 
to why there appears to have been some recent change 
in our Silver Policy? 
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B.N.Jr : I think so - yes . 

R: Yes . 

H.W. Jr: I mean between us they are just bleeding China white. 

H: Yes. 

H . ~.Jr: See? That sounds white silver - I mean they are just 
bleeding her. 

H: Yes . 

B. M.Jr: And its the big smuggling that ' s through Japan. 

H: Yes . 

H. ~.Jr: See? And- now that's that ' s vne and then the other 
thing - this isn't so important but I was t ol d to-day, 
and its r ather interesting because its just opposite 
from what everybody says, that the main buying of cotton 
to-day was from Oriental sources - so I said, "what do 
you mean Oriental sources?" . Well they said, "there are 
two places - Shanghai and Bombay" Now we've always been 
told down here that when silver drops those places stop 
buyi~ silver - stop buying cotton --

8: Stop ·buying cotton - yes . 

8 . K. Jr: because t hey get out of t heir cotton because they have 
to protect t heir silver position . 

8 : Yes. 

B. M.Jr : Well you can have whoever covers the New York Cotton 
Exchange check that, you see? 

H: Yes we can. 

H. K.Jr : And I think you'll find tha t both Bombay and Sh~nghai 
were heavy buyers to-day. 

B: Well that ' s - that's contrary to - to - to the gener al 
impression of what usually happens, isn' t it? 

B. M.Jr: Entirely. 

R: • Yes. 
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H. Y.Jr: 

H: 

H.M.Jr : 

H: 

H . W. Jr: 

B: 

B.N. Jr : 

H: 

H.ll.Jr : 

- 4 -

And if you1ve read the New York Times to- day - their 
story on cotton - you' ll see how cotton went down 
because - on account of silver , 

Yes . 

And, of course, they all¥ays tell us that these 
particula r places a.rc sellers of cott on when silver 
goes down - well it seems to be just the opposite . 

Yes . 

And its news you - I•m giving you the source to check -
they don' t have to - so you can get the original in­

formation. 

Well that ' s - that ' s awfully kind of you and - and 
they are both darn good stories, particularly that 
first one. 

Particularly the first one . 

Yes . 

I mean the other - the first one will take you a little 
time on that - it will take a fello~ a day or two to 
get it . 

'H: Well I imagine it will but we'11 get at it right away. 

a . W,Jr : But the other one - you can just go over to the Cotton 
Exchange and get that . 

B: Yes we can get that this afternoon. 

H.M.Jr: And - we ' ve never t a lked . 

H: Yes that's right we never have talked. 

H,li,Jr : 0 . K. 

H: Thank you so much. 

H. M. Jr : All right. 

B: Goodb7e Kr. Secretary. 

R.M .Jr: Goodbye. 

Regraded Unclassified 



tlw:u'q 
Deeea~~er' a, ltal. 

Jll' .... atu .... SearetU'J' 

B.I.Jra Row are TOU7 

Kenneth c. 
ftocatll All rllht dr thank TOU, bow ue TOUf 

Ba 

8.M • .Trl 

Bl 

8.1 • .Tra 

81 

lh 

81 

81 

J'lne. 'l'hls 1s one or them contidantlal calla. 

Iea air. 

Ill'. Roruet - two tblnu - 1t J'OU could put one ot I:'.! 'bright ~ MD to work down here •• J'OUI' 01llll 

I•• 
ADd l ot Mmloolt up tor the last t'br" J'eara, tba t la, 
prior to 'M - •sa - '152 What the WOI'ld' • abipaenta 
or allYer waa, •••1 
I••· 
Iou can ret 1t all fro11 tha DepartMnt ot eo..w... 
I••· 
ADd then set What th17 wre the firs t nlne 80Dthl, ... -
this :reu. 

Iea. 

And he ' • go1nc to find t hat there's pract1call:r no 
allYer aaae out ot Sbancbai th1a ,...,.. Be' • aotnr to 
find that 1reat quantltlea a... out ot 8~ 101'11 and 
the\ IIUddanlJ' .Tapan baa beo-• a great II1D1nr _..,. 
tor a11Yer. j 
low tbat baa nnw 1IMn llroQJbt out - I •• abe'• ruD I 
alone tor t.he Pl'ftloul three J'Ml'l - ob - •ll•'• expol't .. 
tlYe or alx 811llon ~cea, He? 

la• • .Trl Ielo 

Aad abe•• 101DI thil JMl' at the rate ot a111Nt .... .,. 
tl .. .tllloa GUDCelo 
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Rt 

B. M.J 1 

Ba 

H. K.Jrt 

Bt 

R.ll.Jra 

Ra 

Ba 

H. ll.Jra 

HI 

Bt 

Bt 

B. ll.Jn 

HI 

B oll.l't 

Rt 

Well that'• Yer,r 1ntereatln(. 

low lt doean't t ake a creat international de~t1Ye 
to tlnd out how they lll'l ceUlng 1 t and .mat .. bow 
they are 4o1Di 1t. 

tea. 

t au aee'l 

Yea • 

.Bat that•• neYer been brousht out. 

All .. ••' 4 llke to brin( 1 t out and 

And 1t 7'011 -

aa4 t hankl tor your wcc••tlon. 

he - and lt you people so onr to t he Deput..t ot 
Co.seroe all the atatlatloa u e there and lt th-.r'd 
looll: .. co back ot J anuar.r one thNe year1 the 810Y-1: 

.of allYer waa talrly constant the wa1 lt tlowa. 

tea. 

You aeet But the wa1 ita IIOYlng thla ,. • .,. to London to 
U1 - where Landoa 11t1 1t frca - they lit 1t dltfii'IDUy 
than they ner &ot 1 t before. 

All ha 

And 1 t coMa from dltterent places than they ner if01: 
1t before. 

Yea. 

You 111? 

J.ll rl&M -

.And I juat -

lbat • a a 4anl cood atoiT 1n tllwe aDd woald rou 1&'1 
Ill'. Seoretuy that attu " aet thoae taata tllat JlN 
oould reuonabl7 draw ooaolualooa fr-. thole taota II 
to wb7 there appeara o ban ._ ._. HOIDt Obllftll 
lD our ~llYer PollOJt 
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B.I.Jra 

HI 

R.ll.Jra 

•• 
B.M.Jra 

II 

B.ll.Jra 

Ra 

R.ll.Jra 

Ba 

n.M.Jra 

Da 

B.ll.Jra 

Ba 

B.ll.Zra 

Ra 

R.ll.ln 

Ra 

I tblnk 10 - r••· 
Yea. 

I a ellD 'betften ua they are just bleeclLnc China wbl te. 
tea • 

See? That aoundl White all•er - I mean they are juat 
bleecU.nc ber. 

Yea. 

Aad lt• the blc amuccllnc that's throuch J apan. 

Yea. 

Beet ADd -now that' • that's one &Dd the tbe otber 
th1na - this lm't ao 1aportant but I waa t ol d to-dq• 
and lta r ather lntereatlna becauae lts jlat opposlte 
fJoa wbat •••l7bo47 •"7•• tbat the •ln bu71nc ot coUon to-dar was troa Or1ent3l aourcea - eo I aald• -wbat do 
,au .. nn Or1ental aourcee?•. Well t hey aa1d• •tbere are 
two plaoea - 8hancha1 and Bombay• Row we'•• alwaya been 
to~d down bare tbat When a~••r drop• t hole place• atop 
bQytnx a1l•er - atop buy1nc cotton --

8~ cotton - yea. 

lleoauae they cat aut ot t he1r cotton beoauae they han 
to protect tbelr s11Yer poa1t1oa. 

tea. 

Well you can baYe wboeYer coY&rl tbe ••w York Cotton 
lxohance check that. JOU •••' 

tea .. can. 

ADd I th1Dk youtll tlnd tbllt both Boaba7 -..d SbaDiba1 
wre b e&YJ ~·to-day. 

Well tbcatta - tbat'• oantr&rJ to - to- to the ceneral 
1apnu10D ot Wbat undl7 bappen•• 1en1t itt 

IDUI'ely. 

Yea. 

• 
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R.l.Jrl 

Ra 

B. K.Jra 

Ba 

H . K.Jra 

HI 

B.K.Jra 

Ill 

R.K.Jra 

Ha 

H. ll.Jra 

Sa 

R. K.Jrt 

Sa 

a ... Jra 

Rt 

R.l.Jra 

Ia 

l! . .. .~ •• 

And 1t 10'1''" read the In York flMa to d117 - tbau ator)' oo oo"- - 10'1'11 aoe bow cotton ... t dna -.oauaa - on aooount or allYaJ'o 
loa. 

ADd, of oouraa, they al••ra tall ua tha t thea• p&l"tlcular plaooa are ••1 va or cottoa When dl•or co .. down - .. u lt ae•e to -. ~uat the oppoaltoo 
r ••• 
ADd lta D ... 10'1 - Ita a1Y1DC you tba aouroa to ctbMk -tbay doa1 t hna to - ao :rou oan cot tho orliiDal ID­roraaUOD • 

.. 11 that'• - that'• ..tall y kind ot :rou &Dd - and tb07 are both darn sood ator1aa, particularly tbat tlrat ona. 

Part~arly tba t1rat one. 

Yea. 

I aaan the other - the tlrat ooa Will t aka :rou a li,tle tao on that - lt Will taka a tallow a d&y or two to cot lt. 

Wall I laqiDa lt Will but "'11 cat at lt rl&ht a..,. 
But tba other one - :rou oan ~uat co o••r to tha Cotton l':xchanae and cat tba t. 

ra ... can ••t that th1a afternoon. 
ADd - "'Ya DOYel' talkado 

r •• that'• rl&bt H D .. V baY& talked. 

o.lt. 
!baDk you ao •ell. 
All l'lchto 

GoMt.,a llr. Savotary. 

Ooodt.,a. 
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December 12th 

One of the things that I am trying to do on the silver 
i s to take tho artificial support away from the silver market and 
try to get i t down to a price Where the world Will support the 
price for whatever the intrinsic value of silver is, independent 
of the United States buying program. The time to do it is now 
before Congress meets . 

In the eyes of the public our silver program is the 
only monetary fiscal policy that I cannot explain or justify as 
Secretary of t he Treasury but if I could expose i t to the world 
now it wUl save us much grief during the coming campaign. 
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oo• JCIU:.b TICUJi - Decaber ll H>u 
'~. 

ADD TREASURY BOUGHT SILVER 1J, J() 
WASHN - SECY OF TREASURY MORG~NTHAU DECLARED 

TODAY THAT THEUS I S STILL BUYING S I LVER AND 

BOUGHT SILVER MONDAY T~ESDAY AND WEDNESDAY 

IN MANY DIFFERENT PLACES WHICH IS A DEPARTURE 

FROM THE ORIGINAL POLICY OF BUYING IN LONDON -

NO LON-- COMMENT HOWEVER COULD BE 

OBTAINED FROM THE SECY ON THE AMOUNT OF SI LVER 

BOUGHT- THE SECY SAID THAT THE TREASURY HAS NOTH 

l NG TO HIDE FROM CONGRESS AND HAS GIVEN THE 

PITTMAN S ILVER I NVESTIGAT I NG COMMITTEE All THE 

I NFORMATION IT HAS REQUESTED AND HAS YET TO 

REFUSE TO GIVE INFORMATION-

-1 AM CONTINU I NG TO CARRY OUT THE MANDATE 

OF THE SILVER PURCHASE ACT- SECY MORGENTHAU 

SAID-

HE OUOTED FROM THE L~W WH ICH SAYS -THE 

SECY OF THE TREASURY I S AUTHORIZED AND DIRECTED 

TO PURCHASE S I LVER AT HOME 0~ ABROAD FOR PRESENT 

OR FUTURE DELIVERY WITH ANY DIRECT OBLIGAT IONS 

233 
2~(, 
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COIN OR CURRENCY OF THE U S AUTHORIZED BY' LAW 

OR WITH ANY FUNDS IN THE TREASURY NOT OTHERWISE 

APPROPR IAT ED AT SUCH RATES AND AT SUCH TIMES 

AND UPON SUCH TERMS AND CONDITIONS AS HE MAY 

DEEM REASONABLE AND MOST ADVANTAGEOUS TO THE 

PUBLIC INTEREST-

THE TREASURY HEAD CALLS SPECIFIC ATTENT ION 

TO THE LANGUAGE OF THE LAW WHICH PERMITS HIM TO 

BUY AT SUCH TIMEV AND UPON SUCH TERMS AND CON-

DITIONS AS -HE MAY DEEM REASONABLE AND MOST 

ADVANTAGEOUS TO THE PUBLIC INTEREST-

IN THE INTEREST OF THE PUBLIC MR 

MORGENTHAU SAID HE WANTS TO KEEP DAY-TO-DAY 

TRANSACTIONS OF THE TREASURY IN SILVER SECRET 

BUT THAT IT WOULD NOT BE DIFFICULT TO ASCERTAIN 

THE VOLUME OF SILVER INFLOW FROM DAILY COMMERCE 

DEPT RECORDS -

THE SECY DECL INED 

!WHETHER DEVALUATION OF 

ERED-

TO COMMENT ON A QUESTION 

SILVER WAS BEING CONSID-
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r.J• Jvui.iJ t!cn.;. - l:.ceaber 1::, b~. 

/jl~ 
ADO MORGENTHAU OPPOSED 

WASHN - SECY MORGENTHAU SAI D THAT THE 

TREASURY STILL STOOD ON ITS OPPOSITION TO 

REPEAL OF THE 50 PC TAX ON PROFITS FROM SALE -
OF SILVER- THE TREASURY FIRST MADE ITS VIEWS -

....... 
KNOWN ON THE TAX IN A LETTER TO SENATOR MCCARRAN 

OEM NEV IN RESPONSE TO INO UI RIES SUBMI TT ED 

BY THE SENATE SILVER BLOC LAST SESSION - THE 

SECY SAID THAT THERE IS NO CHANGE IN THE 

TREASURY-$ ATTITUDE WHICH WAS OUTL INED IN THAT 

LETTER-
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DO ill J Jl<l.b T !C.!Wi - llecellber 1:.: , lliSS. 

BOUGHT SILVER MONDAY TUESDAY AND 

rEDNESDAJ SAYS MORGENTHAU - BOUGHT FROM MANY 

DIFFERENT PLACES -WHICH IS CHANGE OF POLICY 

WASHN 

TREASURY STILL OPPOSED TO REPEAL OF 50 PC SILVR -TRADING PROFIT TAX 

WASHN -

MORGENTHAU DECLARES ST ILL CARRY~ Oi,!T ~I_LVER 

POL ICY -- WASHN-

Regraded Unclassified 



lllii1'l.D P!WiS TIWG.k - Jleaeaber 1;< 1<>« d . ....... 
-235 

THE u.s. THASUIY liAS I•ITITUT'ID A POLICY OF BUYIH IILIU AT A 

llfUID OF POINTS II TlCE IOILD AS CONTRASTED liTH TI!E PREVIOUI PIOGIAif . . 

la/la-~1058A 

ADD MORC:INTMAU 

txPIRTS BELIEVED THEY M~C:HT BAY£ 8EtM MADE II MONTREAL, INDIA 

CHINA VHICM ARE IMPORTANT SILVER TIADINC: CENTERS. 

MORc:DfTIIAU DECLIIIED TO AMSVD DIIECT QUESTIONS WHETHER HE MAD BOUGJIT 

SILVER IN CliiiA. 

12112--RllA 

••• AJ)J) MOR"NTMAU 

TRE TIUSUIY liAS PUIC~SI:D SILVEJI 1M VOILD MAllET~ E![IY DAY 'nflS 

vttx, IESPIU ITS APPARENT FAnuat TO SUPPORT Tl!E LOMIIOII MAUlT H 

TUI:SIAY, IT VAS REVEALED. 

THE A:CiJ:TAil SAID THERE VAS NO CHAN" . II HIS PLEDC:E TO IILWII 

SENATOIS TO CAllY OUT THE PUICBAIE PiO'a&lf •lNTHUIIASTICALLY.• 

MOic:arTIIAU COICEDEI TKII VAl A JEPAITUII II POLICY IUT IIIUTD 

THAT •ouLY Ill II COIITIIUIIC: TO CADY OUT Til MAIDAtiS OF Till SILYD 

PUICNAa: -CT • 

Ill IICFUIEI TO MIIIU QUESTIOIM AI TO IIIUE IILWII JIUCIIAIES IIAI BD 

!lADE TlflS HEX BUT IUD TillY IDE lOTH FOUIDI Alii IOIIIITIC bCJI 

lt/la-•IIOStA 

Regraded Unclassified 



UnlTLD PRL:>S rrc 
•U:J\ - Dece=ber 1.:. , 19SS. 

~liQ--CHliA HAS lOT BEEI SELLIIG SILvtl II TIE lOlLI MAIIIT 

AaD KEl ~lTAit liFO~ qAIIOT BE LlNKEJ TO U.S. SUSPliSIOI OF lltlll 

OF 1'111: JIETAL, A GOvti-IT SPOilSMAN ,..IJI TilE UIIITID PillS TOlAY • 

11111-UIHP 
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u.rrw pru..:,., Trcn..- - Dec ber l.J.:, 1J35. 

IIC:NIJI 

KOETA&T IIOICIIITIIAU TOllY IJICLOID TIAT 11 lAS Ill COIIIILTATIOII 

IIITif IUUAU 01 IIITUIAI. U~ UPIRTI UCAUIIIC tiE IIITIOJI IY DICJI 

fliDAI. IJICOIIE TAl INFOUATIOI CAl • Mil AfUUIU TO LOCAL COYUII­

~11rHOIITJEI AI UQUJID IT THE LAST IPDUI ACT • 

TNI lllfAJOI QUESTION IIYOLWD IS liiiiDSTOOD TO II INITill Till JIDJIAL 

IOOYIIIIIII'NT SHALL IliAD IIIPLJCATI COPUS OF Til TAD'AYII'I Uta• 

01 IJIETICD Til TAl PAYII IIIISELJ' IIAU IliAD OUT Til UTUII IN IUPLICATI. 

ll/ l2-IU32A 
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UliiTt.D P~ Ut;"'-~, - DecG.ober 1'-, 19~5 . 

TKt PIESIIIIT'I APPOIMTNEITII 

lOalo--~YOI lilLY or CIICACO. 

lOau-S'WII llll.l.U. 

111 GO-REP • 10011111. 

111l~·IEIATOI PLITCIII. 

Ula~PIIG fAJLIY. 

1Zii'-CE91CI PD~ • 

. si oQ-:.Rt;:IITAIY ~C-:*'IIIAI. 

II~II'?'ITAif IIOICIIITIIAI dl IAifiiL KLL. 

IIU••II'?'ITAIY AAIIH. 

'll~AICIIBIIIOP OF TOll AT TIE nm IOUII. 

11/12-IUIOA 
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OOII JO!ilS TICKER - Oee. U l9S5 
LONDON- BY UN I T6Q P~ESS- I NDIAN BAN~ING ' " .. 

' 
AUTHORITIES A~TER CON~ERENCES WITH LONDON INT-

ERESTS LATE WEDNESDAY CAME TO AN AGREEMENT - - -- -
REGARDING ACTION IN THE CURRENT SI LVER CRIS I S --
ANO DECIDED TO ~ IX A TEMPORARY SETTLEME NT PRICE 

FOR THE BOMBAY BAZAAR AT APPROX IMATELY 58 1-8 

CENTS AN OUNCE- THE U P LEARNED-

THE PRICE OF S ILVER IN BOMBAY HAS FALLEN 

7 1-2 RUPEES PER 100 TOLA S DUR I NG THE PAST TWO 

DAYS -

THE AGREEMENT IT WAS UNDERSTOOD CALLED FOR 

THE INDIAN BAN~S TO DO THEIR UTOMOST TO 

LOCALIZE EFFECTS OF THE S ITUUTION BUT TO WITH-

HOLD SUPPORT FROM SP~GULATIVE I NTERESTS-

SETTLEMENT OF S I LVER-BARGAINS- OR TRANSAC-

TI ONS ON THE BOMBAY BAZAAR I S SCHEDULED TO BEGIN 

THE 16TH OF THIS MONTH AND TERMINATE THE 20TH-

THE EM ERG ENCY PRICE WHICH WAS FIXED FOR 

THESE SETTLEMENTS WAS 58 1-2 RUPPEES PER 100 

TOALS-

REGARDING THE PRESENT S ITUATION IT WAS LE. 

ED MOST FAR EASTERN F I NANCIAL AUTHORITIES BEL IE-

VED THEUS SHOULD TIDE OVER THE CRISIS BY - -
SMALL DA ILY PURCHASES-

REFLECT I NG THE S ILVER BREAK SHARES OF THE 

HOHGKONG SHANGHAI BANK ON THE LOCAL EXCHANGE 

DROPPED 2 POINTS TO 96- EARL I ER THIS YEAR THE 
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UhLTlD P~ TIC ,(LJ, _ D ,._ 
· occo..,..r 1:.., 1u3s. 

IICMS'l 

ADD "ORGENTHAU 

ALL THE ESSENTIAL FACTS IE, AIDIMQ THE KAJOI IIYELOPMENTS1 HOVEYII, 

AilE AVUUIU TO . T~ PUBLIC, THE SECIETAIY SAil. 

KE CITID AS AN INSTANCE OF THE TREASURY'S VILLIN,NESS TO COOPEIATI 

COMCIJ:SS IN THE SILVER PUICRASES no: FACT THAT JT HAD 

FUI IISKED ALL FACTS IIQUESTED OF rT !Y SIKATOIIAL INVISTI,ATION CONNITTE• 

HEADED BY SENATOI KEY PITTKAN. 

"OI~HAU SAil THE CONNITTIE HAD ~ WELL PLEASED liTH THE 

TREASURY'S COOJIUATIOII. 

THE SECIETAIY JAil THERE lAS lfO C1WKE II THE TIEASUIY'S ATTITDI 

OF OPPOSrTIOI TOVAU IEPUL OF TIE .TAJ ON llL¥11 TIAISACTIOII VRICR 

HAS BRit AIYOCATII IY SUATOI PAT IICCAIJIAII. 

12/ 12-IUUA 
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Ull!i'i:.D l'N:.:;:. Ul..U.h - December 11., lJ35. 

A MtV 11 SILVER CERTIFICATE ~AY II ~~TAlKED AT "OST BANIS 
II;JNMIIC DEC. II, IICIITARY ~R~U AMMOUNCID TODAY. 

THE lt~6 ~IlL IJLL KAS AM ENTJIELY IIV DESJCM OM THI BACK, VHJCM 
UPIESENfS BO!H S~DIS 0~ Till CUAT SIAL or Till U~ 1. THE ~~~IE or THE 
SIAL, APft:AIIII; . 011 THE llh IILL FOR Til riiiT tJIII, SHOWS AJI UIIFIIUIIIID 
PYRAMID, SUI~UIITED BY AM EYE II A TRIAI;ULAI EffECT AID BEARS 
TVO LATDI "OTTOES. 

Till ~TTO ABOVE THE DESJC. AS •AIMUIT COlPITIS• IIEAIJI; •u: CCOI) 
PIOIPEIE'D OUR INDEAfOISo• TU L0VU MOTTO IS 8 110fUS ORDO SICLOIWt• 
WHICH TRANSLATED SAYS 8 A llh ORDII OF THE A;Es.• 

T1ll OBVUSI 01 TilE SIAL Jl T1ll USUAL EAW DESI;H VITH THE MOTTO 
•r PLURlatJS ••--ou roR MAifY. 

12/12-•110111A 
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Ut<IT:Jl ~ T .CKli\ - Jlecc:..ber t;;, l9:S5 . 

VCNSlOI 

SECIETAIT IIIOIC:INTIIAU AMIIOIMC:tn TODAY THAT THE TliASUlY IIAD 
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VCNS106 

AD» SILVER PURCHASES 

IN ITS FIRST COitPlLATlOII OF SILYU PURCHASES, THE TREASURY A.OUICil 

ITS ACTIONS TUO~H lli:CUBlR 61 1,3,. 

SINCE ENACTKtNT OF THE SILVER PURCKASII' ACT ON JUNE 1,, 1P3,, 

,,l,SOO,OOO OUMCES _OF SILVER HAVE BEEN PURCHASED. 

UNDER THE NATIONALIZATION 0~ SILVER BY E~ECUTIVE PROCLAMATION 011 

AU,UST 91 1P3,, 113 1 0~l,000 . 9¥"CES WERE TRANSFERRED TO THE TIEA~~Y. 

THE TOTAL SILVER II 'OVERINEIT "INTS ALSO INCLUDES ,,,,,3,000 WIVLY 

"liED OIMCES. 

12/12-•Nl,?P 
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J).rll J vldi.S TICJII.k - December ll:, 19:$5. 

TREA SURY HAS ACOUIRED TOTAL OF 76 1 774 000 

OUNCES OF S I LVER SINCE PROCLAMATION 

OF DECEMBER 21 1933 

WASHN - TH E TREASURY DEPT ANNOUNCED THE 

FIRST COMPLETE SUMMARY OF ITS ACOUISITION OF 

SILVER SINCE THE EXECUTIVE PROCLAMAT I ON OF 

DEC 21 1933 - UNDER THIS PROCLAMAT I ON THE 

TREASURY HAS RECEIVED 56 943 000 OUNCES OF NEWLY 

MINED DOMESTIC S ILVER UP TO DEC 6 1935-

SILVER PURCHASED UNDER THE SILVER PURCHASE ACT 

OF JUNE 19 19 34 AMOUNTED TO 59 1 ·880 000 OUNCES 

FROM JULY 27 1934 WHEN THE PURCHASES BEGAN 

I UP TO DEC 6 1935 

TRANSFERS UNDER THE PROCLAMATION OF AUGUST 

9 1934 AMOUNTED TO 11 3 031 000 OUNCES UP TO 

DEC 6 1935 - THE GRANO TOTAL OF ACQUISITIONS 

IS i6 1 774 000 OUNCES 
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00.1" J<J!IJ:.S T!CJG.R - Decea~r 1::., 19:5, 

ADO SILVER PURCH ASES - WASHN (~ 

THE FIGURES DISCLOSED T~~~HE PEAK OF THE 

SILVER PURCHASES UNDER THE PURCHASE ACT TOOK 

j PLACE BETWEEN OCT 25 AND NOV 29 OF THIS YEAR 

WHEN 104 200 000 OUNCES WERE PURCHASED -THE 

MONTH PREVIOUS TO THAT FROM SEPT 27 TO OCT 25 

86 200 000 OUNCES WERE PURCHASED - PURCHASES 

DROPPeD OFF THE FIGURES SHOWED DUR ING THE 

LAST FEW DAYS FOR WHICH PURCHASES WERE RECORDED 

NOV 29 TO DEC 6 WHEN THE FIGURE WAS II 400 000 

OUNCES WHICH WOULD MEAN ONLY ABOUT 4 5 250 000 

OUNCES FOR A MONTH IF PURCHASES WERE CONTINUED 

AT THAT RATE 

Regraded Unclassified 



I>Jif J J.oU. T:cru - December 1:.. , 1935. 

LONDON--BULLION BROKERS RECEJVID fAVORABLY TODAY THE STATEMENT 

BY SECRETARY MOR'INTKAU THAT THE u. s. HAD NOT SUSPENDED ITS SILVER 

BUYINIO POLICY. 

DEALtRS SAID IT VAS LISS IMPORTANT TO KNOW T~T T~ u. s. HAD BOUIOI;I"f 

SILVD ELSEWHERE THAN IN THE LONDON MARKET, TltAN TO KNOV THAT THE TERMS 

01 THI SILVER PURCHASE ACT VERI B£INIO CARRIED OUT. 

THEY TOLD THE UNITED PRESS THAT LONDON STOCKS 01 THE KETAL COULD 

EASILY 81 SHIPPED TO OTHER PARTS OF THE WORLD WHERE THE UNITED STATES 

VAS BUYI"G· 

THI ~AININ' •&I' QUESTION- NOV TH!Y SAID VAS WHETHER AMERICA 

WOULD RtslltE HER PURCHASES ON A LAR" SCALE. 

12/ 12 OIUP 
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DOll JO!ll:b TICUH - Deceaber U , 19:55. 

S ILVtW 

LONDON -BY U P- BUL~ONt'~ERS RECE I VED 

FAVORABLY THE STATEMENT {:;/U S SECRETARY OF TH E 

TREASURY MORGENTHAU JR THAT THE UNITED STATES 

HAD NOT SUSP ENDED ITS SI LVER BUY I NG POL I CY 

DE ALERS SAID IT WAS LESS IMJPORTANT TO KNOW 

THAT THE UNIT ED STATES HAD BOUGH T SILVER ELSE -

WHERE THAN IN THE LONDON MARKET THAN TO KN OW 

THAT THE TERM S OF THE S ILVER PURCHASE ACT WERE 

BE I NG CARR I ED OUT 

THEY TOLD THE UN ITED PRESS THAN LONDON 

STOCKS OF THE METAL COULD EASI LY BE SHIPPED TO 

OTHER P ARTS OF TH E WORLD WH ERE THE U S WAS 

BUYING 

THE REMA I NING -BIG QUEST I ON- NOW THEY SA ID 

WAS WH ETHER AMER ICA WOULD RESUME HER PURCHASES 

ON A LA RGE SCALE 

-o-

Regraded Unclassified 



UlliTl:.D P1llSS TICW< - December 1:: , 19:55. 

ltOIITUAL•·SILfU . JUTUUS CLOSED IIUG~ 011 CAIIAJJAR COIIIIOtln 

~AIOI!IAIIIIii& TODAY, '00 PO!IITS IICIIU TO 130 POIIITS LOID. 

SELLIRC WAI WILL ABIOIIII lR TII . LAST 10.1. 

TIAilltC WAS ACT!VI, 1 1 ~0,000 OUIICES CJWIIIIG lANDS. TIIJ: 

STATES AD Til JAI EAST UPORTIDLY PAITICIPATID Ill TilE IIAIUTo 

1211a--a-o6P 
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OOIV JOo<l..':> TICJQR - Deceaber U , 1955. 

. ~ 
TOKYO- BY UP- .JAPANESE F I NANCIAL EXPERTSf 

BELIEVE THAT THE FUTURE COURSE OF S I LVER 

DEPENDS UPON WASHINGTON-$ POL ICY 

.JAPAN-S BUS I NESS IS ONLY INDIRECTLY AFFECTED 

BY THE PRESENT S ILVER S ITUAT I ON BUT THE ASSOC-

fAllON OF S I LVER DEALERS REFUSED TO FIX A 

PRICE FOR THE METAL BECAUSE OF THE DISTURBANCE 

I N THE PRIMARY MARKET-
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uur·rw l'kl:.:ll:i rrc:ru, - Dececber u., 1J3S. "" 4r ... J 

IM A ~lt!AL i U TIMDT, fiORG'I:MTKAU SAID I ... 
•I ·AM CONTIMUIIQ TO CARRY OUT THE MAMDATI OF TRE SILVER PURCHASE 

WHICK S~lSI 

••THE SICRITAIY OF THE TREASURY JS AUTHOIIZED AND DIRECTED TO . PUICKA~ 

u.,, ... ,. AT IIOJIII Ol AllOA~, FOR PRE~ 01 FUTU~ DEJ.IHRT 1 VITI! AllY 

)IRIECT 08LICiATIOMS1 COIN, OR CURIIIfCY OF Tilt UIITED STATIS 

1'01'1011ll2D BY LAV 01 VITH Alff. FUitDS lJf THE TIEASUR'f .IIOT OTHEIVISE 

lPJI'lOIIIRlATED AT SUCH lARS, AND AT SUCH TIPIJ:S, 01 011 SUCH TEINI AID 

ITIONS AS HE NAY DEEM IEASOMABLE ~ fiOST ADYAITACiEOUS TO THE PUBLIC 

.. 

NOR;tNTHAU, II IEADI~Q HIS STAIEKEHT TO KEVSPAPIRNEN, lNPHASIZll 

LAST PHIASI liQARDIICi TIE PUBLIC IIITIREST. 

· 12/ 12--lllOJA 

Regraded Unclassified 



tr.<!nL I'1U.I>S TIC.'\lJ, - Deceaber ll , 1::135. 

A81 IIOICIIITHAU 

THE IECUTAIY DIPIIAIIZIJ TIAT IE COULD IIOT DISCISS Till UPOITIJ 

ILUJI Of Till TIIA,IIIIY TO IUPPOIT TRI 1.01111011 IIAIDT Tllll IDI IICAIJa 

IT IAI WOT ll TXE PUBLIC IJTIIIST to IIYIAL THE DAY•DY•DAY OPIIATIOII 

1M lnYR PIIIICJIAIII. 

12/Ut-lliOCA 

Regraded Unclassified 



Ul.ITU> P~ rrc;a.R - DoccJOber 12 , 11:1~5 . 247 

C"-·"'• -
ADD ll~'llt •a.~I•G 

Till ITATUI.r lAS IIIUIIII TO PVT TO UIT 1111101~ THAT CIIU IAI ... 

IE~OTIATmMC TO SEL~ THE U.l. llliiLM aoo,9QO,OOO ~ aJo,ooo,ooo 

OUNCES OF IILVU Ul IAJ TIIUATIIID TO MP IUCI ltiTAL o• Til 1011.1 

UrUSED TO TAlE lfo 

11/11-llaltP 

Regraded Unclassified 



00"11 J~IU> TICIQJ\ - December 12, 1935. 248 

CHINA NOT SELL I NG SILVER ;; .-,. 

NANK I NG - BY U P- CH I NA HAS NOT E -- BEEN 

SELLING SILVER IN THE WORLD MARKET AND HERMON-

ETARY REFORM CANNOT BE LINKED TO THE PRESENT 

SILVER S I TUATI ON A GOVT SPOKESMAN TOLD THE UP 

Regraded Unclassified 



U!.Il'"Lll PfiE,S.) riC.n.rt - Dece• ber ~. 1335. 2 4 9 

I · 

1.0111011-•TJCI I. I. TUAIIIY AI:AII IAflD THE lOlLI IILfll IAIIIT 

Pna.t•Y V11D1 IT PUCIIAill APPIOIIIIAULY II PU CIIT OF Til TOTAL SPOT 

••~>41'1,,.. NAIIIC POIIIIU JIIIK 01 T11E PIICI AT 26 711 PIIIC:I All OIIICI­

TO "·A CEITI AI OIIICE AT CUIUIT IICaAI5i. 

IJIII-•1200P 

Regraded Unclassified 



lit.I'l't.D i'~ TlCIU.h - De:eaber 1!::, 19~5. 250 

IICMSU& 

ADI IILVU, l.CIIIIOR 

Till PII~ Hill lAS 511 JIIIIWY Ba.Oif THAT ISTABLIIIIID YUTUDAY. 

TOTAL .AttOUIIT OF THE OFFEIIIIC:S Uf TXt fiAIXET lfAS lOT DIICLOIIDo 

111 12--NIOOP 

Regraded Unclassified 



uuiTLD P~ riCKLh - Oece&ber 12, 1~55. 

~­

~7 
AOD CHINA NOT S~~t SILVER --BY UP-

NANKIN G - THE S~ATEMENT OF THE GOVTS SPOKESMAN 

WAS DES I GNED TO PUT TO REST RUMORS THAT CH I NA 

HAD BEEN NEGOTIATING TO SELL THEUS BETWEEN 

20D 000 000 OUNCES AND 250 000 000 OUNCES AN D HD 

THREATENED TO DUMP SUCH METAL ON THE WORLD MAR-

KET IF THE U S REFUSED TO TAKE IT -

THE GOVT SPOKESMAN ALSO DENIED THERE WAS ANY 

NECESSITY OF TY ING THE CH INESE CURRENCY TO THE 

POUNO 
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DOli JV<IU> riCAU - Decuber 1:.., 1935, 

, 

-o- ..,...... - -
' t roll •'J_ .4 

IN LONDON ALTHO SELL I NG ORDER~S OF 

FROM THE FAR EAST ANO OTHER OUARTERS WERE NOT 

SO LARGE AS YESTERDAY IT IS EXPECTED BY BULLION 

BROKERS TO CAUSE FURTHER DIFFICULTIES AT THE T IM 

E OF PRICE FIXING UNLESS AMERICA SUPPORTS THE 

MARKETS ON A SUFF ICIENTLY LARGE SC ALE- BROKERS 

HAVE NO INDICATION AS TO WH ETHER THIS WILL 

HAPPEN BUT ARE PREPARED TO AGA I N RATION OFFER-

I NGS - THE PRICE PROBABLY WILL BE LOWER 

-o-

Regraded Unclassified 



OOn J v.I:.S riCn.Jt - Deceaber 1:. , 1935. 253 

LONDON S ILVER MARKET 

LONDON - EIGHTEEN PERCENT 0~ T~E CASH SILVER -
ON O~~ER WAS SOLD TODAY 

LARGE TURNOVER ON THE SILVER MARKET AT THE 

TIME 0~ THE PRICE ~ I XING AGA I N CAUSED DELAY 

OWING TO DI~~ICULTY TO COVE~ HEAVY SELL ING 

ORDERS- WITH AMER ICAN TREASUR Y ONLY PARTI ALLY 

SUPPORTING THE MARKET BULLI ON BROKERS DECIDED 
• 

AGAIN TO RATION O~~ERING S -

Regraded Unclassified 



DIM JutiLS Ti Ci\Lf\ - llecocbcr 1;. , 1935. 

/(O.J. 11150 A.M.~ 
Silver -

254 

~ndon - B¥ UP - I ndian bankinc authori~iea after conterencaa with 
London int eraata l a ta ladna aday came t o an acraemant r..-rllnc action 
in the currant ailvar criaia and decided to fix a te.pora~ aattl ... nt 
price f or the Boa'b!IT bauer at approx. 68-1/~ an OWIO./'Ula UP laanwd 

!lle price of a1lvn in Boabq baa fallen 7- 1/2 n1p .. a par 100 tola a 
4uri!l& the paa t two clqa. 
~. asro-nt, it wa a under at ood, called t or the Indian 'banll:a to do 

their u'-oat t o localhe at t ach ot the altuatlon but to w1 tbhold 
rapport f roaa apecula Uva inta~·eata. 

S.ttleaant of ail var-bargalna or tranaactiona on the lcmbaJ beaaar 
h achadulad t o begin the 16th of thh a onth and t e:noinata the 30th. 

!he emergenC¥ p r i ce which wea f ixed tor theae eettlamanta waa 68-1/2 
n~p .. a per 100 tolaa . 

hprdin« tha p reaant o1 tust1on 1t waa learned moa t rar :laa\eJra 
financial authorHlea 'bfl'levacl the U. S. abould tlda over U.. or1ah ., 
-..11 da1l7 purcbaaaa,l' 

Renecttnc the a1lnr break aharu of tba Bon&:)amc, Sbenp1 ..U oa 
the local axchanp dropped 2 poillta to 96. :larUar thh Ja&r the 1•­
aold at 140. 

Regraded Unclassified 



oo,, JJN~S T!C:{Bt - December 1 .. , 1955. 

(D.J. u,a ...... ) 
.1M .. ..._u... o,peoe& -

r s _.) 

lallluL. - ............... N14 Ula\ Ula 'me~ oWl OMM oa Ua 
epped\ioa \o ropoal d Ule ~\OlE oa pntlb tna alo ot dhu. 
'!U beao. tln\ M4o l\o '91 ... 1111- oa Ula \OlE la a loUer \a 
Ia . ..a.r-, Dla. , Wn., la nop .. oa \ o laqablao ..al\W lt' \1111 
Ia. dl:nr 111M lu\ oaool... '!U leq. oal4 Ula\ \hen lo M •znp 
1a \1111 ~noRI7'• a\\1\Ua 'llblu ..... ui.M4 1a U..\ loUer. 

Regraded Unclassified 



I>Jn Ju:,..., TltlU.R - 'lleceaber 1:.., 19~5. 

'fr-., ~' et:Lnl' .., .. .,, t111e- _. W11Lu-1 aqa 5 s• ..._. 

~\ ti'Oa __. lith-\ pla-o 111a1all 1a o~ Of poUOJo 

t'nuu7 a\111 oppoHd te lllpMl fill 1101' ellwer tntia& p l'ltt\ us. 

-· \Mil 4eelane lllll OU'I'Jia& _, aU,..... poUq. 

Seay. llltJ'SID\beu 4eole.Hd todq that \be u.s. 1a aUll llu.Ji .. allftll' ... 

boQsbt ather Mn4aJ, 'l\lee4ey u4 WedDeHQ ia MJ11 dlfternt plaoM, 111a1oll 

1a • 4epartllft t rca tbe ori&Ua1 policy o f 'DilTiac 1a Lo114oa. 

lio •-at, bowner, oou.l4 be ol>ta1M4 trca the Seontarr oa tM _, 

of alber boqbt. Tbe SM)'. aa14 tbat the Tre81\U'7 bee DOiblac to bUe frca 

Coacnaa, u4 bu &i'fen tbe Pltaou eilnr 1a'fea\1cau .. 0011111\tee all \be 

1atozwe\10D 1\ bu raquuia4 0 aa4 bu :ret to retuaa io &1•• iafo-uoa. 

w\bortse4 u4 41reoia4 io purobeae a1lnr at a.- or al>I'084 t'w preaeat 

or flltou. 4alifti'J' wi\h aay di reot ol>llpUODa , oota or ounaOJ at \he 

appropr1eia4 0 IIi auob rat .. u4 at e110b u••• u4 upoa auob iaru aa4 COD-

41 u- •• be .ay d- reaaoaal>le u4 -•t ed•aatacaou io t l>e Jl'llllio 

fte Tre81\&1'7 bee4 oolle apedflc at\eaUoa to \be , •• .,,..,. of ibe l• 

wlaiob ,_,. ta Ilia to llu;r at wob tiMe 8Dd upoa auob \ea. all4 ooll41 \tODD 

.. be ..., ~ rea~la u4 -•' ed'fall\as80~ to iba pvl>lio 1atareet. 

Ia ibe ia\erea\ of ibe ,_aiiUe, •· IIDr.-'MII aa14 be -\a to a., 

411J•te 1., \ftDeaoU_. of' tM 'fNanl7 1a ail- Men\1 llat \M\ u ..U 

aot be llft'loul\ to u081'\11a \M ... ~ af allnr latlol r- laU~ 

0 .. ~, ......... / 
/ 1111 .... lnl• I • ,_.. • a qHI\1• ........ I' IDftlaa\1- .C 

aU- aa NUl -11are1,/' . _ Regraded Unclassified 
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UNI TED PRESS TICKER - December 12, 1935. 

ADD IILtu 

fiOIIIIIftiiAI'I IIICLOSUII OF Ta TRUIUIY'S SlLYEI POSITJOII C:A .. I 

... TOI D •1 TP'I TO ell Rilla 

•n• til Uc:uTUY IOULD Cln: our A I.ITTLI IIOU: 11170111ATIOII FUll 

, Tllli 1'0 filii 011 . PIOCIIIS Mil IIIIKI '111! IILftl AC:T, IT HILl AJOU A 

ut or a.,..a1011.• --- -
TIORAI IIDICA111 IATIIFAC:Titl IITK Til IVIITAITIAL JICilAII 1• IIL11& __ ..;,·_ - _..._ 

~1111!. IIICI IIAft UIU TO 7Ch 7!'1090 · 0~£1 ROll US.••"•~ AI 

TH1 TIIASlJIY'I LAST PUBLIC: ACCOIIn'IJIG '" .,...,. 

Regraded Unclassified 
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December 1~, 1935 

DM, Jr. today met with Bell ~nd McReynolds , and a group 
from NRa consisting of Martin, Hill and Director. 

Mr. WHrtin presented a proposul to reduce tne f orce of 
•• R., to approxim~<tely 1300 employees by J~oenuary 15. He also 
presented the draf t of &en Executive Order under the pr o­
visions of which the effective date of termination would 
be January 15 and the employees would be oermitted to t~e 
accrued annual le~tve after tha t dat e . · 

The Secrebry disugr eed wit h Ur . Martin on the dute 
of termination und expr essed the opinion it should be De­
cember 31 . 

YcReynolds sQid he thought HU,Jr. 1 s suggestion was in 
the interest of the employees because if that is not done, 
"so:net!'ling worse will happen to 1hem." He r eferred t o 
Buchanan's attit ude toward !!&., he ba!ving said if some­
thing was not done about NRA by Janu...ry 1 he would put 
through a resolution to terminate all activities of t hat 
organization and prohibit any appropriation. 

BL! , Jr . added a pencilled memort.ndum to !.laJ• tin 1 s giving 
hisdloice as December 31 ana said he would present the two 
alternatives to the President and let him make the final 
deci&ion. 

' 
Uartin also preser.ted & list of names of those whose 

services it is planned t o dispense with ~ld said he would 
like to get n clearance on these identicul persons to t ake 
cur e of the political angle. 

Mr . Morgent~u asked Martin who would handle the re­
maining work after the employees were terminated and Martin 
said he thought the logical place for all except t he Con­
sumers' portion would be the Dep~tment of Commerce and 
stated that Commerce, strictly unoff i cially, was willing 
to t~e over the work. 

The Consumers 1 work is under &.milton who thinks 10n 
independent ~oegency should be set up for this unit. HW, J r . 
promptly squelched that idea, saying he knew definitely 
the President would not appr ove the establiSDent of ~Y 
more inDependent agencies. His opinion was that the De­
partment of Labor was the logicul place and Martin said 
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-~-

&mil ton would agree to this if be could not have his inde­
pendent &gency. Hli , Jr . said he would recommend to the 
President t~t all activities with the exception of the 
Consuners' work be trtlnsferred to Commerce and that Con­
sumers be transferred to the Dep~rtment of Labor. 

HU,Jr . told lolartin he wasiP1ng to have lunch with 
the President and asked Uartin to hold himself in readi­
ness for a call because he, HM,Jr. , felt sure the President 
would w&nt both Martin and Bell to be present when they 
discussed the NRA budget and Martin said he would be in 
his uffice awaiting a call. 

" set of tne ~~Wterial tu.nded by Mr. lolartin to the 
Secretary is attached hereto . 
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., dear Ill'. llal't1Ju 

lou are berebT clireoW to aot1!7 tM tollori.DI 

~ tMt tM1r MJ"'f'i- are aot requ1Nd after 

J•= rr 15, 1936. 8ach ellpl.QJ- will be ent.itle4 to 

take tMir •nm•1 1...,. tJ:aerea.tt,er. 

l'vnazlt to 111r letter daW Aquat 30, 193S, 

J'VG are tvtur direcW to .w.it to tM Pecleral 

tlllir ~ be p)eoe4 Oil tM ~t "CUter· 

Veq ai.DoerelT ,_., 

Bm mb'• ~e,, =n J. ~. 
J.eU111 •Wnt•t.ratar, 
laU. 1 '11 OW) 1detn1•ta.U•, 
~,D.O. 
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., a... ... . llal"\iiU 

r .. are Jler._. 41reoW \o no\U)' \be 

teu.u& ..,lalrM• \ba\ ~•11' .. ns.oee an 
..- reqUn4 aner J~ u, u:se. ..a 

a , ..... w1U lie eD\1\led \o t.aU \M11' 

.... , l•n \h....ner. 
~' \0 ._ le\\er a.w Ausue\ ~. 

1111, ,.. an t\11'\UI' 41reoW \0 eu.l\ to 

tM r.ura1 llale~ Relllf AA81Dll\l'a\OI' 

\Jae _... of euo!l .-ploJHI \o&et.hel' wl\ll 

\Mil' eenlo• reOOI'da eo \lla\ \.bQ M.¥ lie 

plaoed OD t.he NIIIPloJIND\ J'e611\el" • 

Y ert elno•rel1 JOI.II"', 
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1. a...uar, Coat.rol. om-
I ;e• B. llau, Acrt.S.q Cbiet1 Pqroll S.cU:a 

.ltteehd hereto 11 OOP7 ot Report lio. lA to the htiooal 
~ll'l!,_a, CoullaU, -t&in11te the n-ot uploJeee llboae talariee _.. e-..c~ oo the pq roll• etteaUYe Dec•ber 11 li36. 

• • r.,.e 1 •4 I ot the Report -tlin 8&lariea \bat haYe 
._ te.-uul. r.,.e I to I --.t.&in lalariea ot the J"'CCI].ar 
~ t11P1o7Me tllat. ~ bee iDCHAMd. P-c- e oonteine 
.U.U. It ftCII].ar ftlld e.plo7"1 that baYI belli iDcJ'IUid. 

!lieN are UT 1Dcreu .. 011 \ba Wuhinet.oa •4 I 011 ~ 
ft.W .... ''·· 

!be iaa"l'll ill -ll&l lalaJ7 outlq 1D oo ter u the 
4 aJ •uleeld.ticeUoat are cODaented it refieoted iA the tol.­
lrdnl t IJI¥'•a 

.. , ., ouu., 
M of P.s' lf!r 

8alaJ7 ouUq 
y of loY. §9th Iau r 

lfllell.iactaD pq roll 
UT iaa•re•• en. 11/1 

,fte14 ,., rolla 
" I '•• ..... Itt. 11/1 

ea.o,TIIIoOO tl01l,280.00 tn,uo.oo 

e,o.o.oo .,,uo.oo 110.00 

tie,.,eo.oo tna,uo.oo ... , • • oo 

(Btpd) 

I ;e• B. lue, 
"-'llAI CIUt r "** 11 
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December 12, 1935 

At the 9:~ group meeti ng, HK, Jr. had bef ore hla a stete­ment sha.ing exports ot silver by J apan tor the years 1932, 1933, 1934 andl935. This etetement showed that tor the period ot April through December, 1934, Japan exported s ilver ? .31 milli ons ot y en and tor the same period in 1935, expreased in milliona ot yen , 144 . 15 . 

The Secretary asked the group what they thought ot the f ollowing idea: that sometime t oda3 or tomarrow eomeone would Just give this ~~formation out without any comment and say t o the newapaper boys , 1 Look what a big producer J apan hae become!• and let t he press know ot the s l lver that Japan has amuggled. He sai d, 1 I want to bring out that China ls belng bled by two countries , Japan andEngland. • 
HK,Jr. also told the group t hat he had refused t o buy silver t r om Japan because he knew i t was silver smuggled out ot China. He said, "It I were in the Engl ish posit ion, I would make up ~ mind, sell ~ s i lver, get the ot her countries to hitoh up t heir currency to Sterling and sell t he s i lver t o America while they are sucker s enough t o t ake it and let t he United States hold t he bag.• He said that Lochhead made the suggestion today t hat it Bewley came in and asked on what con­dit i ons would we buy their sllver, we would say , "It you have 25 percent s i lver reserve 1n back ot your currency, Just a s we have, wa will buy your silver . • 
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Decsober 12, 1935 

HU, Jr. , called the President at 9 : 15 and told him thnt 
there was offered in London 4t million ounces to be ~old"nt 
best• and 3 million ounces on which n limit of 27~ pence 
equivalent to 61 cents, had been fixed. He also'told the 
President that Lon•ion !u\d se!'lt over word tnat they eight do 
whPt we aeked; that is, make definite offers . HU,Jr. , also 
told the President thnt Boobay is goinG to call u~ at ten 
o'clock and cake some oore offers . · 

He also told the President t hat the Treasury people feel 
that if London follows our suggestion, and makes specific or­
ferc , that we will then decide what offer s we want t o accept , 
but thet our peopde think i t wvuld be a mistake to buy each 
da.y , 17i thout change , 2 million ounces in the London m~rket. 
They think we sho •• ld vary our daily purchases for the reason 
that 1f London e;ets the idea that we r:ant 2 nillion ounces a 
da.y they eight rig the price . P.ll,JI'., also told the Presi­
dent that the Nerc York papers have news of all of our activi­
ties in the London carket . 

HU, Jr ., told the President that he r~s going to have a 
press conf~rence at 10: 30 and asked the President if he had 
any 3USS.estions as to what be ought to sa.y to the boys . The 
President then made the follOVIing suggestion: that HJ.l,Jr . , 
say , •we are continuing to carry out the Act. l'fn1le YIS are 
not giving out daily purchases of silver, y;•e have continued 
to buy silver ev~ry day. I'Te are buying silver 1n a great 
ms.ny places . • ' 

. I 
• L~chhead cace in after the Secretary'e press conference 

ar.d told hiD that the London brokers had now cads a firm offer 
of 5 Dillion ounces of spot silver at 26-7/8 pence, equivalent 
to 59.60 cents, and t hC>t this offer ITOuld hold good until 
12 o ' clook . Bombay offered 2 mi llion at 26- 7/8 pence, or 
59 .60 cents. Our thought is t hat we will take 2 mi lli on of 
the 7 million ounces offered. 

The rlew Yor:t l!lllrket yesterday was 63 cents and toda,y we 
will drop the price in new York to t32 cents . 

HJ.!,Jr . , t hen called the President 1m eaid, • It seems to 
be wor'~ing your way. London off er n us 5 cillion ounces at 
59 . 60 and Bombay offerG 2 clllion at 59 . 60. They have been 
waiting f or ebout an hour and a half for our answer. We 
thought we would t~ke ~ mill i on ounces in LOndon and 500, 000 
ounces i n Bombay .• The Presi dent sai d O. K. HU,Jr . , t hen 
told t he Pr esident that while the pri ce dropped l i cents i n 
Lvndon, he thought he woul:d drop the pri ce 1 cent 1n Uew York. 
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!be Ml'l;r a4rtooo ,.._ r.o .... 'llrearo wre to Uae etfeot Ulat ...._, 

11,000,000 ouooo of olbor wre offero4 for opot uU.nr;r u4 tba' tM;r "" 

-.t.Uac woN f.._ •• ae to wMtMr or •• w ~' 'II• tatoreew. !lle;r 

"" a4•loa4 to ..a • tU. ottor, wtdc!a u.a;r W at 10 .til, Jw To~ ,._, 

oftortac 15,000,000 ouoee at 26 7/8 puce, eqv.iftleat to 159.1!(¥. 

At 11 .til, Jw To~ u .. , \he ... Uoaal OU;r INk, ,__, llplu to1epboao& 

\hair York offtoo u4 oftero4 a,ooo,ooo ouao .. tor pra.pt 4D11•er;r 

Jaertoaa e~or at tho .... prtoo. 

At 1100ut180 \he IIMretar;r &oo14D4 to pli'Cbaoo a,ooo,ooo o~e ot en ... 

1a fontca -.rkoh u4 eoooM1~~&1;r 1,500,000 -•e of tho toll4oA otter-. 

eoooptot u4 n 1etoi'M4. Joabq that n woul4 oleo-· 500,000 -•• of 

tholr offer. tolllloa "-Uahl;r acoopto4 tlw 'bl4 u4 "t tlw1r prieo -r6-

111Clt, but otter a 4olq of -• U•e wo reooho4 ab1oo froa Joabq that tholr 

or1plllol offer at all 7/B poaoo U4 boa cace1o4. JJnonr, ollnr 1a thotr 

Ml'kot ... tha lloiJIC offoro4 at 26 1/2 poaoo, oquiftlout to 158. ~, at \Jilt' 

ocoort.bel;r offero4 v.e 500,000 oueo• at Gl1o pr1oo whioh" -•at· Ia 

tho •• To~ ..r~tot tho prioo "e t1D& at ~ at • 804erah .,._..,. took 

plaoe at thb ftpro. 

•~• " reoehM toU, that tba IJOIIC J:OJIC Oon~at ... AipplJIC 

10,000,000 .. IIC hiiC oUnr tollan to tolllloa u4 arructac tv.rtbolr .u,._to. 

tile total otoclt t.a ... J:oac ..... u.toc\ at allnt ea,ooo,ooo-. J:oac 
Aoll.aro. e. ..... to 1a1oo uklol for a 'lilt •• 1,000,000 w 110 of ou._. 

all ... _,... .. , tile ... T~ priAio of Ill, lo .. tM v..-1 upnMo. 
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Dececber 12, 1935 

Ur. Oliphant, Comm1ss1oner Helvertng and Ur. Kent told 
the Secretary tha t Joe Tumulty had offered to settle the tax 
suit against ex-Senator Jim Watson for $10,000 and the Seo­
retary decided to reJect the offer. He told our people to 
go ahead wit h the suit . 

• 
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H. M. Jr.: 
Parker 
Gilbert: 

H. Ill. Jr . : 

P. O. : 

H. w. Jr. : 

P. G.: 

H. l.l . Jr.: 

P. G.: 

H. M. Jr.: 

P. o. : 

B. N. Jr. : 

p .G.: 

H. w. Jr.: 

P. G. : 

B. M. Jr. : 

P. G.: 

H. M.Jr.: 

P. G.: 

H.M. Jr.: 

P. G.: 

Hel lo 

Hello 

Parker Gilbert? 

Yea 

Henry Morgenthau, Junior -

Yea, Mr . Secretary 

Yea , air 

I called you up to ask you a question. 

Please 

2~5 

. . 

I wondered if you how you would feel about some­
thing that I am considering doing . You remember the 
thing that you asked/down to talk about a month ar 
so ago? me 

Yes 

There's been so much discussion of that subject in the 
press 

Yea 

And it has seemed to me ao one sided 
getting a little irritated about it. 
I'd write a letter to t he Times. 

You mean on the excess reserves? 

Yea, and give the other aide. 

Pine 

and I 1 ve been 
I thought maybe 

Well, that would be well, I didn't want to do tbat -
I ' ll have necessarily have to use some of the argu-
ment• w1 thout 

No, I think that would be fine. 

Well, I it seems to mt i l.1t rather neceeaary and I -
i~ it's all right with you I'd rather I'm glad you 

Ukt to do it. 
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H. !f. Jr.: 

P. o.: 

B. u. Jr.: 

P. O.: 

H. Jd . J'l'.: 

P. o.: 

H. M. Jr.: 

P. G.: 

B. II. Jr. : 

P. G.: 

H. M. Jr.: 

P. G.: 

H. M. Jr . : 

P. G. : 

H. M. Jr.: 

P. G.: 

H. M. Jr . : 

P. G. I 

H. M. Jr. : 

P. G.: 

H. L!. Jr.: 

P. o.: 

- 2-
f. • 

Oh, I t hink I 1 d be delighted. 

Good, well I think I ' ll do it Konday, pr obably. 

All right 

Fine 

What else do you know, anything else? 

No, not ve'l'y much. 

Yea 

I suppose you• ve been having a lot or run with your 
silver boys aren't - haven' t you? 

Yes, does it disturb you? 

No , I'm rather It doesn• t disturb me now at all. 
I t hink that you just can' t go on taking all tb.e silver 
in the world. 

I think we' r e going to come out all right. We ' re going 
along very cautiously and we're feeling our way etep 
by step. 

Well, I t hink you'll come out or it all right . 

I hope so . 

And they've - of oouree you•ve 
shaken loose ao darn much silver 
crowding on you pretty bad but I 
it out. 

this thing baa 
that - that it's 
think you' l l work 

Well, we ' r e just doing it very cautiously and -

Yes 

And we'll hope for the best . 

Well , I think that 
did a while ago. 

(Laughter) All right 

(Laughter) 

I l ike it better now than I 

Well I appreciate your speaking to me, but I ' d be de­
lighted to have you do what you suggest. 

All right, fine, well I 111 feel a little better ~aelt 
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... 

H. M. Jr.: 

P. o.: 

H. M.Jr.: 

2!7 

becauae I'•• -
one-aided. th1a arguaenta baa been ao damed 

Yea All right 

All right, good luck to 7ou. 

Thank you 
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