
1.nuary 8, l9S7. 

ln re: Cloaiug agH..,.n~ in t he ceoa or 
Oeal<a ShoMn Jta'bllhhiki Kaieba, 
17 Battery Place, 
New York, New York. 
ApprOTe4 b7 the Secretary J"-""=ll.::al'Y::.L. __ l,.9:::S:::7;.:..· 

The liability 1nvo1Ted in t h ia caaa wee tor corporation 
i ncome and protita taxea f or the yeu 1920. The taxp~er 1e a 
JapaneM corpora tion oparatin& ateo=eb!pa bat .. en 1~ and 
the tJnUe4 statae and variou a o ther countr!ea. Ita prittcipal 
ottic e !a in Oaaka, 1apan. Ita ~in o ttica in the United Stata e 
i e il\ Ta oa"'..n, lfaeb~on. .A. brief hlatory or the ca .. sbow11!& 
t he taxee and i ncooo reported on the taxpSJ"er' a r a turna , the 
UMa-nta and P81J18nh of taxea and t be l ncO<M and tax 
l1ab1l1 ty a a finslly data rained 1a a a tollowa: 

.A. tentative return wu f iled lolal'oh I.S , 1920, which did 
not diaclo.e t he omount of t he t axpqer ' a inc"""' but u ttmated 
the tax to be ~ ,000.00, of wh ich UIOUDt 4!50 ,000.00 na then 
paid , and an addttlanal tco,ooo.oo wu paid OD 1une 15, 1921. 
On Sept ember 14, 1921, t he taxpeyer filed ita completed return 
f or 1920 d1acloa1ng a net l oaa of $431 ,315 .67. Ro .. ver, in 
Tiaw of taxe a prert ouoly paid , t he CCI!IIIi .. ioner made "" a aea .. -
unt of $100,000.00 again at t he corporation on October 29 , 1921. 
While the rennue aganta, llpon raeu41t of the retllrn (which dia­
cloaad a loaa of $431,31D.&7) upon the baa1a of 1nformatioc 
ua1labla t o th«a in thia countr y, IIPPrOTad the taxpayer' • 
acljuatmenh diaclo ain& a nat lou i n the OJIOWlt ela!llecl in the 
r eturn, t he Blreall upon further olld U oooputecl a nat inc"""' or 
~121, 71:1.44 ancl a tax of $34,243.40. TheM adj uat.nh 
reaultad in an ovar-uaaa.,.n t or t&D,75e,60 bllt no refUnd ia 
cont«aplatad lnallliUch • • the UX>unt or the oTerpeyi!Mint 
( 165 , 751. 10) ia to be app lied to a claric i encr in ~ax•• clue t or 
1918. 

1!\a arl&tnal oaapletad return wbl oh waa approTecl b7 the 
r evenue acanta in report elated NoTembar 1&, 1924, rerlectecl the 
l~ccm. of the corporation uPOD a baala ~1cb lllldertook to 
OOIIIPly with the proTiaion• ot t he 1918 Rnenua .let 11h1cb, un4•r 
rultne• or the Att~y Oa~•ral, require the income appropriate 
to Clllt&oin& &1,..nte to be 1noluda4 u inoau rro- the aourcaa 
Within \!Ia Onltad Stat... l.Da-..oh aa the uoaa operaUng lA­o- f roa the ~••• w1th111 the 1111Ue4 Stat .. aa ao datarminad 
f4, ,eo,eeJ..18) OODatHutad ll.ef4oll8 p.r eant or the total 
cro .. ino ... frat all. 110<11'0•• ( t40,fft,866,&l ) the tu:p&781' 
0001911tad ita npeaae oUr&aabla acataat auoh inc ... u llo674118 
per ••t ot ue croa• oparatinl aspa~t•• ($44,718,4113.18) ar 
te,l*l, .. l,&f. 'fo tlle opwra\lnc in- tr<D the eourcaa w1tb1A 
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Ill re: Cloalne ..-t ill 'b.• cue of 

OMI<a SbOMn k'llla1111liki Eaillb.a, 

tb.a United Stat•• the~• • • • added illtare.- reca1•a4 or $18,4t4.71, 
thua making t ba t otal inc- trca tb.e aouro .. ntbill the trnited 
S1ataa ",'Pet,llft.to. 81Jlca the taq~&nMa axoMda4 the ill•- by 
~.31!1.67 the hxpqa~ cW'Ud a nd lo .. ba4 bean ...,.-una4 
ill that .... '"''· 

llla_,ob. u 1\ b.a4 bean t he praottoa or ib.a Daparlnant 
to audit caMe or t bia kind 1D aocordaDce w1 tb the proTi a1CIIIa or 
'l'raaaury Daohion 33117 dated Auguat Ill, lUI ( ... attaob.ed copy 
or ......,rand1111 trCIIII Aotill£ Ccma1ea1oner Nub to Aotillg Deputy 
Commiaaiocar Allan dated 1ul)' 1 0 1919, lb ioh waa eppro•a4 by the 
than Secretary or the 'l'raaaury) the Bureau rejaot ed t b.a taxpayer'• 
oonputation aa d1aoloaa4 b)' the return .eel .. da t he oa.putatiOD 
ot nat iDe ... ud tax 'liabi lity ill acaorduoe n th ib.a asid 
'l'raaaul')' DeoialODt It ahoulcl be ob ...-.&4 that t he 'l'raawry 
Deoiaicm waa alao applied ill the o .. e ot thla taxpa)'Wr f or ib.a 
yaara 1918 and 19190 c lob wu Mtiled by t he lbracu wlth t he 
t,ppro.U or the Secretary, Onder the Bureau' a oomputatic. 
a nat inc..- of tlll,,ll!,44 waa 41aoloaa4 nth a ra.Ut1JIC tax 
ot $:54,24:1. 40 and an ~•raaMa-nt of t&&, ft6,60. the o.ar­
aa••-nt waa ra•land 8114 epproftd by the Income Tax Unit 
and the Rnin DhlaiOII or the ottloa or t he Aoaiatant O.ural 
Cou.nMl tor t he &.lraau or Internal Rannua, and the oloeillC 
agreement haa b"n r••lawcl and appro..a by ib.a oc.at .. icmer o f 
Internal ReT&Due 8114 the Chief Counaal, &.lraau ot Internal Rne1111e . 
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In ,..,, 

1enua.ry 8 , 19:57. 

Final Closing Asre-t in the case ot Mataorea CiUZCla' 
rat.r C<~~~paD¥, Ketaorea, Pe11D117lnn1a, a ppron4 b7 the 
Suretary 1anua.ry 19:57. 

the 11ab111iyinYoln4 in thia cea. ia tor corporet1on inccmo and u-
•••• proti ta liab111 i1 tor the calandar raar 19~. A schedule 8hmr1ng the net 
In cane 1111d tu l1ab111 ty reported on the original return , the net 1nocmo, tax 
Ueb1l1ty , and the IIIIIOUD.t ot the deticienoy determined by tb." Bureau upon 
f inal eudi t 1e aa tollowa: 

Calendar JB•r 
1935 

llet 
Lose 

Tu 
L1ab11Ur 

!lone 

J'inallz DeteJmiD.ed 

!let Tax 
Income L1ab111tz Det1c1enoz 

tH,5~. &4· t£,,89 • .0 $2,,89 .~ 

1S4 

1~. S9( Prnioua­
-r.;:o-::~=-'( lt pat d 
i z,3lM.7l 

On DeOCtber 30, 19~, the taxpllJ8r eold all ot ita u aete consisting ot 
accounts reoeinble and plant. On iii original retum tor 1935 the ~r 
reported a lou ot $Ul3.32 tl'Ca thia trenaacUon but OD ita ~ reium 
reported no gain or lou. '1'be rennue agent , attar a tield inYesU.geUOil ot 
~be tupayn•a accoomte , c .. puted a ga1D Oil thie treneeotiOD ot tl0,833.7•, 
duo to the dilallOWl!Jioe aa a deduoUOil tram the eale price ot tb8 JDOrtgep 
bonds , t he mortgage bonds haYing prertoual,- been included in the coat. '1'be 
rev~nua agent also increaeed the operating inccmo ah01111 on the -dad retum 
tral*'761.~ to t3724.90 4ue to aiaoelleneoue adjuatmente euch ae the 41e­
all01111llOa ot 4e4uct10D.e t or interest en4 taxes 'li'hich , 011 the accrual beaia, 
r ere ellooab1e to the 7eara prior t o 19~. 'l'be .A&ent ' a tindiDga wwre re­
Yift'lld and approYel! b7 the Rertn D1 rtaion ot the In- '1'ax t1n1 t in WaahiD.C­
tOD and b7 the Bures.u 'l'eolmical Ste.tt in Waah1Jigton. 

'l'be Bureau poll"7 wi\11 reepeet to tinal OlOaiDC &Cl'l ta, UDder 8eetiOD 
606 ot the ReYenue Act ot 1918, 1a oonre4 1n 111-ocrepb •ull da\e<! J'ebft&Y7 
9, 19~. 'l'bia ai.aogr&Jih au\llorizea \be aooe)ltanoe ot • e.loain& &grl t where, 
attet- pt"Oper tax detem1D&Uoo, a corporation 1a 1n prooeaa ot 41aao1utiOD ead 
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4oo1reo a oloous acr• t I.Ja or4n to w1a4 vp ih athire. !h. pre-t 
taxp~r hoTI.JaS oouftte4 to 81l4 paid the e44i Uoa&l tuee detetml.aecl 'by 
the Bureau ud kill& I.Ja prooeee ot 4Ueol'IIUOD '117 or4n ot the Ccnart ot 
c- Pleae ot Pike CoulltT, P81Ul8)'1Tllnie , t be oloous •sr-t ie 
eppro,ecl. 
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January 11, 1Q3f 

Ur . Bell had the Seoretar.y e1gn these papers t oday. 
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SMUon 10 or tile Ool4 noool"ft Aot appro...., 1uua1'7 
30, 19:5•, .. tabllU.a the 3tab1U .. uon !lind In tho aaoUAt or 
two bUUoa 4ollan nt or tile lae,....at ,. .. lll.uq rro. tbo 
N4uotlon la tile wol p t ot tho sold 4ollar, aJI4 pronc!oa that 
.., oa.aaal a-.dlt or woll rllH ahall lie - 4• aJI4 a nport t bore­
ot oulaltt .. to Uso PneldeDt, l a aooonuoo wl\11 thta c!lno­
U oD , tllere 1a t NJI.aitt .. horwwlth o 4otan .. auc!U o r tho 
1\oac! OOW?lA& tha P01'1o4 lwse :50, 19:511, t o 1\I.DO :50 , 19:56, 

Tile ada1alatrot1 ft aupoi"Ttalon or tllla tUDe! Ilea boon 
UDder -r 1-..dloto 41roat l on, anc! all troaaftotlona thereunder 
11oft bad al\bor -r opproftl, tho '0114ar Joorot01'7' • or tile 11•­
oal A.Oalehat SMNta1'7'•• or oourao 7011 how t ho tlnanolal 
tr ... oetloao In th1a tunc! oro not aubJaet to roYl .. b7 an7 
otllar orr1oar or t ho oonr-Dt. ID Ylow o r tllla rut, I llaYo 
oppol n\M a _, ttM or t hroe TroeeU1'7 or tlelalo who aM not 
OOIUIMt .. ID U7 wq wl\11 tllo ottleo bannr ouponhloD or tho 
oc!ala1otretlft aaeouato to a.te 111 ID4opon4aDt auc!lt. ?bo re­
port la, o: 00\li'OOt atrle\17 OODf140Dtlal, 1114 l OliSI!Ut that 
wbon 7011 baYo look .. U Oft!' 1 t lie rotul"D .. to t ho 'i'reoaU1'7 tor 
oato koopla4 uUl tllo t\1114 baa oone4 ita INJ'I)Oea, at alll eb 
t111o tho eoa)loto roooN M7 bo •do public. 

t altbtul l:r :roure, 

'l'llo Pno14•t, 
1'111 11111 to llOIIM t 

DIB:MLS 1/ll/ M 
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..... ________ _ 

a. --·~ .... -· ol u.. ·-'-' et tlle ~ et tna\ .. e et U.. jMrl- JlaU~ .., Ore• ~--• JU.I, 
.... ~•liT a\Urlee ... ~· tile fellwac reMlatl•• 

111M u.. .,, ... ,,.... J.Ma ... '""' a,..,, !I'-• ef tlle ._.. et tn.eteee ef tlle 
Jllf • nt JU.I et \!I.e jMrl- JlaUa&l .., 
Or- '' lut~ ... 11r \lae learetarJ er 
.Ueletat leeretUT fer tlll.e ~. \o m•• 
a teta1 et ..,...naa•eJ, •uo,ooo.aa .... ala ... 
f'r• U.. eall ... .Aaed- fellflll.eae ea4 t.le­
CI'•• "' MaU fll 1"', le tlle J..._al. Jan 
..._.., OerperaU•, ) 1f41, ......_ et 1'"- lilt, 

••'•, .. ,. ef !I'U\eee, 
....... Jut. 

.aaarl- JlaUaal .... Ore11, 

10 

"' 
':0 

~ 

1S8 

1 
y 
(J .... 
" 

Regraded Uclassified



Bullitt told the Pr esident Saturday ( J4nuary 9) that 
the French sai d to the Germane, •For God ' s sa ke, don ' t land 
~ more troops in the Uorrocco , but we do not m~d i f you 
land them in Spain. • 
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January 11, 19~ 

Congressman Kleberg brougb~ 1n to me a copy of a 
letter from Congressman West where he made charges agains~ 
Frank Dow. These charges were given ~o Ur. Gibbons in 
J ulY , 1935, and Congressmen Kleberg and West blaimed that 
t hey never had an anewer. 

I turned ~he mat~er over ~o Gibbons and ~old him ~o 
give me an answer in 24 hours. I have also i .ntormed 
UcReynol ds abou~ it. 
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J.!r • .Allan Sproul, Firat V1ca Pr .. 1dent, lind ur. 1 .... ~. 

Vice Prealdent or the ll'edera]. lie- Balik or :llew York, CEe to the 

Troasur:r th1e morn1Dg a t the requeet or sccre\ar;r llorgenthau to 41 .. 

CUll a queation which had recentl;r arieen concerlling a letter th17 

1-M 41apatched to the SYie1 liat1onal. Bank covarioa gold tranaact1on1 

in th1e market before t heir letter ilad racaivad the approval or t!lo 

~eaaury Dapar lz:tent , 

Secretary llorgenthau aaid that th11 wae t ho tirat t !JI:e that a:Qf 

quection had ever arhen bet ... en the Federal Reaerve Bank or Nn rorlc: 

and t he Trea.ur;r Department in the paat three ;reare and that be whhed 

to have the queation thoroueh};r diacueaed ao thllt there would be no 

poaaibilit;r of a:Qf miiiWidaratandinga or thia nature i n the future. 

201 

ll.r. Oliphant, llr. Opper, andl!r. Lochhead or tha 'l'reaeur;r Dapart::ent 

were raqueeted to 41acuea the whole queotion and report b-=k to tba 

Secretary at 2:30 p. ll . The 41acuea1on cantered ar011Dd the memorandllm 

which llr. Oliphant bad IU'lmitted t o the Secretar:r covering the dilpatch 

or tlle letter 1n 'l\l.e&Uon, and which letter lLr. Opper cont•""-d contained 

otatocento which were inaccurat e and w1 thD\lt authorit;r tr<D the Tr•.u"l'· 

'!'he 41acuae1on ... to the accuracy or the atat .. anto 1n the l etter ...... or 

a lepl nature and wr. ~ am l!r . Sproul conteiiAed that they ba4 •ple 

authori t:r to makll the atat•ante the;r 414 becaup or pl'eviou.a ruli nga on 

theae wbjecta alraeq racdved !ratA the tr•wr:r Department. l!r . Opper, 
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on the other ha:D4, folt that it would have been better to han oortain 

rtatemenh oli&htlT changed before thq were paued on to the SWiu 

!la:U. 

~e :-~al 'ba.ck6round of the wholo tranaaotlon a:ppcaantl7 wae the 

f act that the l'ederal .aeaerve !lank of .llaw York had requeeted n-o&wrT 

npprovtll, not only of t he letter which they pro:poeed to for,.erd to t he 

SWiu Ban:<, but alto of a cable inquiry which thq had alao reoe1nd 

!l'a::. t he IC!le eou.rce. .ACtion on these J:l&ttere cy t he n-easury had been 

dola;{ed t or OYer two weue &Dd xno:ca. o! the i'ederal aeaerve Eank, t;rt1fl­

i ng l..!npatient at t he dele:r, &Dd anxioue to anewer t heir correepondonce, 

hd ato.ted that be wae not e:oing ~o wo.it &D¥ l o1J8er but was torward11111 

their reply without turther consultation with the n-euury . 

'!'he letters a4dreued to Gonrnor Rarrieon of the Federal .aue.rn 
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Bazik of lin York 1>-.1 Baclcann of the Slriu Banlt:, which the Federal .a .. ern 

!!an."< 'had at firet ratueed to forward to t he 'rrear.u-y ae havi:l!; no bearl..n& 

on we queetione aalc:ad, were g1.,., tg the n-ear.u')' and it waa e:rplai.ned 

by the :redaral Reeerye officials that i! thua let taro had been aalc:ld for 

l.mmediatelT cy the n-easury Department thaT would han been turn1ahe4 wi tb­

~t queatioD and their original retulal to forward thoo was due to the 

!ac~ tha~ ~~ catter had been delared ao lont; that the7 did not nab to 

prolong the anawer a:IJ¥ turtber • 

• lt 2:30 the group reported back to t he Secretary and a4rloed that 

ac:re..,en t had boen reached &I to procedure to be tolland 1A the tu ture 

and that aa a re.ul t of the meoting a greator ~ee of cooperati on between 

the J'edaral lll11rn :Bank and t he n-eawrT would undo'.tbteUT reeul t. 
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~c Seoretar7 etated t hat he whhed t t charl,7 underst ood t hat 

arq lettare received. by the :rederal Reaern llanlc ralo.t1118 to t heir 

d·Jtin aa fhool agent of the u. S. 'l'rea.ury ahould at all timee be 

av&ilable to the Treasury , to which both l.lr . Sprou.l alld ).!r . lOloke 

at reed complete}¥. 

'!'he Secretary alao atatec!. that he whhed all i nquir ies reea1nd 
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t r0111 the :hderal R.narve Bank in regard to n'MIW')' policy wlli eh ware 

pan ed on to t he Trea~ 1>)' the :rederal Reaarn Bank to be anewerad 

wi thin twel?& houro, and wllerever i t waa i=poaai ble t o give a ecmple t e 

Llner to euch inquiries, t he l!alllc makiQ! the 1nquiey wae to be notified 

t bat t heir queat1ona were being etudied end o.n an awer would be diepatohed 

t o t hem aa prcmptly aa pouible. 

Secretary Uorgenthm charged ur . Lochhead wi th the reoponeibilit,y 

ot not1f¥ill8 him whenever an anawer to IUCh i nquiri .. wae delayed be,yoD4 

t be per i od ot twel ve hours . 

J.. Lochhead 
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Mr s. William Br own Maloney January 11, 1937 
12 :00 P. JJ . 

11. d. Jr : 

!Jt• fl . 
·•c loney : 

!!. • Jr : 

.. . 
d . • Jr : 

:.! : 

t! . J . Jr : 

l. . Jr : 

..1 : 

·• · . Jr : 

Hello? Hello? 

I ' m all right, Mrs . Meloney . 

I Kanted to ask your help . 

!.ly nelp'r 

Yes . 

Well , !f I can g ive it to you witnout breaking the 
law, I 1ll glve it to you . 

I AnON you ~111 , 'nJ I ' m not 601ng to ~sk you to 
b:-.,tk the law . 

1 1m ~isb~pointed . 

Lady You • r~ oisappointeu? 

Yes 

I suppose cv~rybo~y &sks you ~o breLk i t . 

(!:.&ugns) 

I .• &nt , ou to - I KnOtt tn: t wm t I •m ~ s.<inz is rehson­
" blE , "'n"' th&re ' s b. ·!fay to Jo it . I just ..-ante« to do 
1 t - <mo .. t.o .. to oo it . Lady ilnondds is on her .. ay 
over here on the Ac,ui'tani£ . 

•· • • Jr : Yes 

Sbe ' s hud tue flu &ntl she ' s bocomt wo•·se on the ship • 

• Jr : Yes 

Tne sni p ' s t dby ltte arrivinb • 

• Jr : Yes 

der £ssistant eaitor over there is ~iss Stanhope 
7/:JO is norll - ht s just n~>.d a .vireless sayi ng - ~osKing 
her t o ple&se try to clear luggcge ana to ga t to her 
on tho snip, Lnd to ge t on the pier cmd ask for the 
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... . Jr : 

.. 
H. . Jr : 

' · • Jr: 

... !. Jr : 

• 

- 2 -

uoc t or and ~ue ooctor v:1ll tuke ne r i m:ned1c ... el'' to 
her . 

l'.es 

;;=t c&n I ..10 to e>.j)edite thtt tend simplil'y 1t for 
her? 

;;ell no•; , uoN do you -

Sne •s ~ very grea t per son . 

rloa do you J~ell ner name? 

\7ha t 1 s tlltJ.t? 

Elo·; ao yo;. J,>ell btr =c? 

~ b - o - n - J - • - o - Rnon~da • 

. Jr: R - n - o - {phone clicks) Hello? 

u . . Jt• : 

.. . ... . Jr : 

. ' . Jr : 

:~ . • Jr : 

.. . Jr: 

.. 
... · • Jr : 

;.! : 

ies 

R - n - o - n - d - e? 

(so ... eonc in roo •• : tio , ~s in !Joniel) 

D as in Lt.r.lcl. 

Yes 

Or !Jenve r • 

Yes 

hnd & scconu d - &. 

,,ell ..• 

R - n - o - n -

All r i gnt 

- oouble o - a • 

Not: , w.1on ooes she ge t in? 

Wnat? 
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u • • Jr : 

J : 

n. · . Jr : 

_,_. Jr : 

~ · 

·' . • . Jr: 

~ · 

.., ; 

o! • .A . Jr : 

' · .. 
P. . • Jr : 

,! : 

n • .!.Jr : 

:J : 

,.1. ...:. . Jr : 

:J: 

- 3 -

,"/hen ..:oes sne get in? 

She ' s due to arrive on tne A~uit&niL , end i t ' s one 
duy l a te . 

Oh . 

Jo it Non ' t ..•. 

t.ell, who can my man contuct wi th up there , so tnat 
tney KnOll how t o nandlt! 1 t ? 

... to - i1~ou - to o'nom saall I i!O? 

206 

You uon ' t nave to ;:o to "nybooy . I 1 11 have trteCI coe~e 
t o you . 

Oh, you 111 na ve som~bo~y - brcn •t yo~ a uarliag . 

hre you t t the Tribune? 

~·,'nat? 

Ar e /OU ut the ~ribune oCfi ce? 

No, I 1m over in tite Cr&ybvr fiu lluing . I have two 
offices • 

.. ell - .. ell, give me your number ~ nd I •11 tu.ve 
somebo~y c~ll you in 15 mlnutes . 

L,:ClJ2, but it' - tnerc ' s t 7ribune phone 
on tn._ uesk too, .• n!cn 1:. just bS ecsy . 

·;:eil, .1hich number shoulJ they call you on? 

::ell, Pennsylvania b4JJ()- thf t ' s the easiest . 

Pennsylvania o4JJJ . 

Tha t • s the Herald-Tribune. 

Somebody will call you in the next 15 minutes . Now, 
wnat she wants is when she gets oi' f she wants to get 
off tne dock and be t tktn care of, is tha t it? 

Ye3 . Sne ' s ill , she ' s been ~uite ill, ~nd ~iss Stanhope 
end I Nere taking cocr0e of get t ing her to a hospital 
if she needs - if t hat ' s Nh&t she needs . 
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!! . • Jr : 

. , . .. 
•· .... . Jr : 

J: 

r!. .l. Jr: 

" · . Jr : 

.: . . , . Jr : 

.> • •• • J r: 

.. 
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- 4 -

Hell, whatever you 'trent - I menn on the dock •ne ' ll 
take - t a ke care or her and see t bat she ' s tre~ted 
well. 

.iell, you 1 re a dar ling . 

l.nd somebody Ifill call you in 15 !!'.lnutes . 

Tha t ' s fine. 1 111 be in Washing t on myself on .VedResday 
night a nd Thursday -

Good . 

- a nd I hope to see you . 

I hope so too . 

·And your be&utiful l::ay . 

·rhank yo u . They ' ll call you .;1thin tne next 15 
minu tes . 

Nell, bless you . 

All right . 

Goodbye • 
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... .! . Jr : 

o1trr) 
v~rning: 

n ,.\ . Jr : 

:.; : 

.l . . J r: 

" . 
. Jr: 

L: 

J • . Jr: 

J.. : 

.! . . Jr : 

.; : 

.. . . Jr: 

~ · 

h . .. Jr: 

- . 
"· .• Jr : 

"' 
h. !. Jr : 

u : 

u . ... . Jr : 

nello? 

Hello , Henry . 

HO'n1 are you? 

On, .. u r i ght, 

s.r" you nome? 

outside Ol L 

January 11, 1937 
12:06 p • .ll. 

littlE bit of a cold . 
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.io , I 1m ""o· .. 'tl t.t tn ... orl'lce, do.m at tne Custo~s Rouse . 

0 . :<. Do you J:no?i ·~rs . ·~eloney of tne iierald-'rribune? 

.. 111 I c~;11 ner? 

I s u ict uo you .tno:. 11Er? 

Yes , I tnink I ao . She ' s tne one that .ri tes tnose 
trl.icles? 

WelL , s he r uns t heir m~>gozine section . Sne ' s a friend 
of Mrs . Morgentanu ' ~ . 

Yes . 

ner number is Pennsy 1 venh o4JJJ . 

o4JJJ . 

J.na tne L&ay Ri:lonaaE. - R - tl - o - r. - - - a ....• 

.ies 

• .• coming in on tne A~uitania, ~nJ sne' s sicK • 

Yes 

llnd t hey want ner - when sne ge ts on the dock they ' re 
golng to have her uoctor ~eet her. 

Yes 

J.nd they '.'lant to get ner orr ~uic.tly , s ee? 

1.11 rignt, l' 11 get in touch with Jrs . !le1oney r i gn t 
SfiCJ.y . 
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I t ola her you1d cal l her in the next 15 minutes • 

I ' ll cull her righ t now . 

She ' s very nice, and she hbppens to be a De~ocrt t , 
and though - ~lthouth s he norks -

£11 r i ght, ~enry, ! 1 11 go r i ght t o work on it and -
do you .tno.v wha t boE t she ' s comi ng in on? 

The Aqui tenia • 

The A~; uitnni~ . 

But c.ll she wants is tlu:. t .vnen sne gets to the ~ock 
th~>t .Jhe get off ~:.s .uico<ly 85 possible . 

hll rlgnL . It •s Ell taken cLre of. 

I tharu; you. 

J.ll ri gnt, fine • 

Bye . 
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Go 1..heud . 

,ot.;;o: t~r 

JLnunry 11, 1937 
2:35 P. :J . 
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•LnJ~nt~rg : 3ello, Jr . Secretary. 

.. . • Jr: 

.. 
' . 
. • !. Jr : 

V: 

~1 • .a . Jr : 

\' : 

. . .. . Jr : 

V: 

.. . ' . Jr : 

V: 

1 •• Jr : 

V: 

. Jr : 

\' : 

.. . . • Jr: 

V: 

Hello, i1o 1 &re you? 

I 1m 611 right, how a r e you? 

Nt-Jver b"ttt:r • 

Optimistic Lnd e verything? 

Ah - comfortable . 

Oil , you e lwc.ys are . 

Comfortable . I oouldn' t- thf t ' s t he best I can 
d escribe it . 

I .1ant to a sk you som£thing >bout your legislation 
to extend your L.vo billion aollt 1· plaything . 

Yes , sir . 

~ne existing 1&~ says that - &h - l~t me see , the 
language is th&t toe d£Cis1on Slltsll r.ot be subject 
t o rt:vi~··· by any other officer of the UniteJ 1:t.utes . 
Do you construe th~ t to oe&n that ~oQiress isn' t 
ent:i tleu to LS~ you wn~> t you J iu .:1 th the oom.y? 

/,h - n011 , l e t me - I woul an ' t .11mt to g ive a lcgtl 
opinion . I t.m under tnis imp1·ession: That I r eport 
to tne Presiaent or the united Stutes, see? 

You do that • 

I Go tn& t . 

Yes . 

~o.: , I ' ve 6 1ven aim a n audit - Nell, one EoUait to 
June 30, 19)5, noll tomorroN I ' m Kiving him the L~dit 
to June 3J, 1936 . 

Yes 
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" · 
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I: 

.. . •· Jr : 

H . ... Jr : 

V: 

• Jt· : 
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I • • J:- : 

. : 
• Jr : 

V: 

• H . Jr : 

\' : 

t1 . - . Jr: 

\': 
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'lnen .. nen I a Jpe~:r bo:!'ore thtJ 1..om:ni ttee on ~.iJjlro-
l'ric ti.:ms I neve t old th._m Jtn< t tne position of toe 
fund ,,<.s and .;m t our costs 7/Cre &nd - off th~ r f:lcord -
~ nu Lne - both parties 11er& sr.ti:;fi .,d, s.oe? 

Yes 

Your ae ,>ublican ot.mbcr on tnt 1..ommiltee or' ;,pproori~ tions 
·,•,~os entirely s ::.tisfied; :.slte<J me s of!e c, ues'tions r•ud I 
t olu tnem 'tOe exact ::ltu~ tlon. I 've uone tllllt tnree 
;·cors running . 

, .• l-!lL , but tne - tne tc t Wll onc r; tion of tne Fund itself 
1;: :">t .:>pen to i nspection. 

, s I unuers't:an ... it - l.nll - t.s r SLY , f.S I ur.o.erstt.::a 
it, I IS ive tnis report. , .. n!.:n i s ~n in:lepezxient lUO it, 
to the President of t ne Unil.~u S t f t.es •••• 

J.8S 

. . . unu to nooou; t,.lse . V: Yt<S • 

.<o~> , I - I - I Lelie vo tnu t • s co rrect . 

11811 , tlu:.t • s t ne o1C;.Y I !'O:!I'Q tne l e W, ana -

out I ' m no't a l:.~l)'er , I ' m just c .... 

.. e l.l , I congrhtulr:.t.e you . 

I ucce .-t it . 

.tes 

I • m Just L - you .rna" , s ... L 11 to .. n country publisher . 

I und6rstand - f a r mer . 

Mi g llt I ask this, as lOilll liS I 1 ve been perfectly 
franK : Do you think that ' s all r ight? 

I think - no , I think tht t some.mere in connection 
~ith •hilt money •.• 

Yes 

dl Of - even if tnc Lord nimseli .. ere in ••. reg<.r ess 
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. Jr : 

. Jr : 

V: 

.•. . Jr : 

V: 

... . Jr : 

\ : 

I . Jr : .. 
. : 
u • . • Jr : 

V: 

• 1 • • • Jr : 

V: 

" . • Jr : 

V: 

;!. ! . Jr : 

V: 

d • ..! . Jr : 
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c:t!l r ge of it - tnere •s no r~f lection on anybody• s 
i ntet,r 1 t :; - I t h i nk t ha t so:ne ,>here t long t he line, 
tilL t .:lUcll money - a re,ort out;ht t o be macie to 
Con(r ess on .mat ' s been 1.10ne .. 1th it . 

I see • 

r;_~n • t you? 

All -

212 

Now, I ' l l concede t ha t you e r- n 1 t run :> St nb111;o;a t i on 
Fund on t he bill bot r ds ~nd t tu. t you can • t l et f olks 
£no~ what ' s goi nz on while 1t 1 s going on . Bu t tf t er 
i t ' s over, .1hy shoulln' t tnt:t f..nd be jus t a s 
~eticulously repor t ed to Con ·ress t s E.ny other ? 

•:,ell , as u .::1etter o:· r~ct, I do . I do ~ive 1:. r e,ort 
t o t!le Co:n;d t t e;;s on ~ .• pro, ri1:. lion :;n<i up t o no.w tnty ' ve 
been per fectly s a tis fied . 

;,ell , o r .:ourse , they - you me~n toe House Commit t ee? 

Yes , yes • 

·•ell , ~ouey • re oucn ~"sier S' tisfi e<l tnan I Lm . 

J n - .:ell , 'llb''be tney h~ ve :nor e coru'idence in tne 
!:.or o t oo . 

( Laugns) .• ell -

(!:.augns) 

- t hey might , but r·•m ra t nt.r cyni cll l on everything . 

I s ee . ,/ell, t l1LI.A Goa I 1m no t • 

An -

nell no« •••• 

- you have less r eLson to be . 

Also true . 

(!:.aughs) No • • •• 

\'/ell now 1 l ook -
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. Jr : 

V: 

. Jr : 

V: 

H •• Jr: 

V: 
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V: 
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Hull? 

- let ' s - !et •s - let ' s see here; Nhot I' d like to do 
is I - I 1 m - I tiliru: you' 11 con- - t:dmi t or - I me~Jn 
you -:;ant to see t.le Funa ~:xt<:naed . 

:ell, suppose, for inst~nce - suppose I want~a to 
Kno>'l .vnether or not you used t:~e r un:i at &ny time to 
buy silver . Is - am I ~ntitleu ~o in4uire? 

:leU, I tell you wha t you • r e entitled to, s ee? rr -
I woula suy t.his : If the Sen11 t& 11nd the House would 
appoint, say, five members from t.he Senate ana the 
house - fiv~ from the Senate Lnd five from th~ Rouse , 
tnree ~na t.vo, you .mo.~ -

Yes 

213 

- I•a be ~eli~ntec co come up there, put both my reports 
on the t~ble, end Eons.ver liny tjUCStions tnat you .. unt to 
ask . 

Well , of cout'se, thr-t wouldn ' t - that woulcn 1 t be scfe -
ah - beC&USe it o'/Ould - it 'IIOulU leak. ';her e 1Sn 1 t Ony 
quest i on ••••• 

llo , no, but it woW.d ans.,.,r thut. - t.a£ question cs to 
::;y integrity . 

·::ell, noboay' s 4uestionea your integrity . 

No, but I mevnt •.•• 

It ' s a question of judgmen~ . 

Well , &l'\Y - vell , any , :!OY .,ucstion - I mecn if they -
if - if the Vice President woulc appoint fiv& m~ml..ers , 
three - or 11ny wey he .t~tnted, ~ n~ tnc Bouse would do 
the t.vo I •d be glrd to come up ther e ana answer any 
c.uestio~s anyboay w~nted to ask ena g ive the~ tne 
uocuoentary support . 

I don ' t believ~ you ' re entitled to do that under the 
law, old man . 

Well . .. . 
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Tha t • s my quarrel uith t he lo·N. 

l.n-ho . '/ell - .;ell, wna t have you got in mina? 

Only - only tnat finally, wntn tne wnole taing is 
~ashed up, tnat a compl~te detailed report should 
be filed with Congress precisely as - i n connec tion 
xi~h every otner dollar t na t .... 

No argument on tha t • 

Huh? 

No argument on tnat . 

.. ell , t r.en, I guess I can't fight .:ith you. 

I - I think you' r e rignt; I t ni~ it snould b~ • 

2H 

::ell , tntlt ' s fine . :.luch obli,;ea to you. I - I &lways 
have oifficulty in getting into a IJU&rrel witn you . 

:iell , und - but you never hnve vny difficulty revching 
me . 

Tilo.t ' s corrtct . 

:.o , I have no argl.:lllent : I t!li~ 11nen tee taing is 
finishea &nd xound up, tner e shoul~ ~e u final r eport 
made to Congress . 

ThanA you very much, ola ma n . 

Thank you, sir . 

Goodbye . 
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I.a. ~. Report - Undi Rtributed 
Profits Tax 

Januarv 12 , 1937 

secretkrY Lor~enth~u • c letter to the ?rec1dent referring to 
:cc ~nual report recommend tng certain t axes which are in­
cJnsis tent with principles on which President ' s message to 
C~ncress of 3/3/36 was based. 

J anuary 26 , 1937 

215 

Letter from J oseph B. Eastman with draft of letter to the 
?resident . (tlote: This corr spondence although addressed 
to Secretary Uor~enthau reached tho WhiteHouse in some Qya­
tertous canner. See ICC letter to U&gill under date of 2/3. ) 

January 28 , 1937 

Tne ?resident' s memorandum "To llac" advising him to tell 
C~rroll Miller that he ( the President) has this proposed 
letter and before t he ICC sends it to him lliller had better 
see the President. 

February 3 , 1937 

L·tter to~- ~ill from Oliver E. S• eet, Director, Bureau 
Jf Finance , ICC, sending ~- ~agill a copy ot the correspond­
t nce listed above under date of January 26. ) 

FebruAry 9 , 1937 (9:50 nc) 

P.U, J r's telephone cAll to llr. !.Iiller suggesting he send over 
tho messeneger who was supposed to have delivered the letter 
of JPnuarv 26th to the Treasury because Hll,Jr i s positive it 
never caue to the Treasury . 

Febr uary 9 , 1937 12: 45 p.m . ) 

~ Jr ' s teleryhone call to Chairoan U1ller, reporting aeeeenger 
had been here and could not detercine where he had delivered 
it. ~Jl ,Jr suggested they both drop the discussion.on how t he 
letter got to the l'fhi te :iouse by mistake. 
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February 10 , 193 7 

~~.Jr ' s ~~lephone call to Chaircan U1ller tnat cessenger 
·'" been bacit t o the Treasury t.ociay c.nc. now thi nks he left 
1. •• ~ let.ttr with tlr. Bell ot t he Budget and ur. 3ell has 
t.hr•t letter 1n h is f1les. 

February 11, 193? 

::11~ill ' e memo to the Secretary . He hnt just read t he oo_>y 
~f t.;.e l etter of Januar y 26th and has referred t he draft 
to :.:r. Kent . Neither l.he l et ter addressed to the SecretAry 
1t the Treasury nor draft of letter t o the ?resident was 
.vcr befor e in h!s po::eession and so he could no~ h!lve d16-
C\I~se~ i t o1!. ~h !.lr . Sweet . t:P-t;1ll t h i nk;; 'l'rca6ury should 
•• "V<' opportunity ot expressing its views 1f tl:e l et.t.er b"r 
now gone t o t.he ?restdent . 

february 18 , 103? 

ij•, K~nt. •s memo to Oliphant . Cannot find that ICC spoke 
to ~. ~k, Head of Legi slation And Regulations Divis i on 
of !R, but ~bviously bad judgcent wae shown by IR in not 
1r.&1st1ng th~t the IC~ suggestions be cleared formally 
t.hr~usn the Secret ary , although thl& aoes not absolve ICC 
:roc 1mpropr!~ty of 6pe8L1ng on such i mportant ~ttcr w1t.h?ut 
clo:r'.n~;- H, v;1th the 'l:!ad of the ;>e.)artcent . 

February 19, 193? 

ill! , Jr ' a l etter to L!r . Eastman; pressure ot bus lness and 
delay in recei .) t of his dr af t. letter has prevented him 
from responding more promptly t o his eu~eatlon of a con­
f renee . would like to ·see n lm end of next week. 

February 20, 1937 

tr. Sas tman's letter t o the Secretary apologizing t or fact 
letter went astray. He will hold nims elf in read~ess 
~o di scuss their annual report with Secretary. I 
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111 daar llr. President: 

T HE SECRETARY 0~ THE T REASURY 

WAS H ING T ON 

Januar.y 12, 1937 

I deeo it "'V duty to call to :rour attention certain portiona of 

t bu Annual Report to the Congress of the Interstllte Commorce Co=ission, 

which was released t4 tho press on Tuesday, Januar.y 5, 1937, in which 

th!lt body recolll:llends vito.l and far- reaching cllnl'lees in the undistributed 

e1u·ni:·~gs tnx, im]losed b,y the Revenue Act of 1936, as it affects railroad 

cor j)Or ntions ool:dng within the ~urisdiction of the Coaaission. I u in­

foroed that such officio.l action upon an im)lorto.nt legislative <~Atter 

\1M t•ken without prior reference to tbe Emergency Council. Altho\18b it 

re1n tes to an indispen&~ble revenue measure, the report was prepared nnd 

published without the courtesy of consultation with the TreaSU17 Depe.rt-

~~tnt . Moreover, ita recoaaenclntions relating to taxes are inconsistent 

nth tbe principles upon which your Message to tbe Condl""SS under date 

of March 3 , 1936, wna based. 

It seems unnecesenry to point out in detail bow prej.udici al it 

will be to the intogri. ty of the Adml nistration 1 a tax program and to the 

proper discharge of the responsibilities of the Treasury Depart.oent ritb 

Nlspect to the revenues should the action te.lten b,y tbe Interstate Coo­

t~erce Coamission be allolfed to esteblish a precedent for similar unco­

ordinated action b,y other branches or agencies of tbe Covernment . 

In suanary, tho Interstate Commerce Co~ssion in its Annual Roport 

for 1936 states tbst the undistr i buted profits tnx runs counter to tbe 
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Adldnistrative policy of encouraging the creation of sinking funds tor 

tbe retirement of ob~ationa prior to maturity, and w111 binder the 

refinancing of additions and bettcnoents out of eern.l.nga. Of the 

eighteen reorganization plana filed with the Cotml.aeion to date , aevel>­

teen contain provisions for sinking .funds. Tho surtax on undistributed 

prof its will, according to the Report , undul,y peMl.ize the roads with 

such plans. The Revenue Act of 1936 exempts from the surtax 8JDOunts 

!):lid out or reserved for retiring funded debt or withheld froa stoclc-

holder s under written contracts of a certain ldnd executed prior to w.;, 

1, 1936. The exemptions do not apply in such c~aes if the contract was 

enter ed into subsequent to April 30, 1936. The Report states that roads 

wnl.ch were financially sound and executed such contracts would gain ex-

••~tion of such funds troa the surtax, but those weaker roads reorgan-

bed subsequent to April 301 1936, would be sub~ect to the full lll!IOunt 

of the surtax on AI:IOunts placed into a si.nlc1Dg fund or w1 thheld from 

stockh<"l ders. I t is emphasized by the Com:oission that railroads repre­

oe"nting 70,041 miles, or approximately 27.7 per cont of the total. oper­

a t ed mileage in the United Stll t e s , are either in receivership or see~ 

1ng reorganization. 

Socae of the ispertant considerationa which the eo.ission' s Report 

does 1l2! mention are• 

(1) The Report doeo not point out that the Revenue Act of 1936 

spocitical.ly provides that domestic corporations, which for ~ portion 
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of the taxable yea.r ar. in be.nkruptey under the laws of the United States 

or a.re insolvent and in receiT<~rship in aey court of the United Stetea or 

of &tiT State, Territory, or tho District of Coluabia ar. exelllpt froa the 

nurtax on Wldistributed profits . Railroads which a.re in such a predies­

ment 4l'e , therefore , tull,y exempt from the eurtax on undistributed profits . 

(2} The Co=ission' s Report did not point out that reserves for 

iloprorlng property, retiring fUnded debt, emergencies, and insure.nce against 

obtolescenee DB:¥, within rensonable required lillita, be acCU!IIUl.ated under 

the present law: without pe,y~~ent of an excessive:~¥ increased tax ineludJ..n& 

both non>al and surtax. l.foreover , the Report did not point out that tho 

substantial annual depreciation deductions taken b,y railroads , exempt from 

normal as well as surtax, provide a means for recoupment of depreciable 

aaaota . 

(3} Further, the CO!Diasion's Report did not point ou!; that it ie 

pc83ibl.a for railroads to obtain additional t'unda for debt retireaent, ex,. 

panaion , or other purposes through the payment of divi~cnds in securities 

of tho corporation, or through the offering of rights to the stockholders 

to subscribe f or additional securities. Through the issuance of such 

riahts, the railroad I1J43 obtain the reinvest:lcnt in ita business of capital 

equel to all or aey desired proportion of the current earnings that have 

been distributed in dividends and use proceeds to retire debt . 

(4} The Report did not mention that under previous tax laws, the 

Revenue Acts of 1934 and 1935, railroads filing consolidated r eturns had 
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to pc.y ll flat tax r a te of 15- J/4 per cent, ~o.a contrasted with the pres­

ent l aw adm1 tting thea to a graduated r a te rwm1ng from S per cent to 

a aw.ximwn of 15 per cent. 

Finally, t he CoCIJiission stresses the pennl..ity to wh.ich certe.in 

fi:w.ncialq weaker roads may be su bj_ected. It is inAccurnte , of course , 

to deacr.ibe tho surtax as a penalty. Aa :your :.toasage pointed out, two 

;cajor objoctives of an undistr.ibuted profits tax are to equll.ize the 

burden of taxation upon business profita aa between corpora tions on tho 
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one band and individuals and partnerabips on the other , e...'ld to seek equal-

i1;7 of tax burden on all corpor ate income, ~:hethcr distributed or w.ith-

held fro:n t he beneficial o11!lers . The surt1 x ia the method by which such 

equul.bation ia nccollplished. To l ogiolnte i n f avor of eny minority of 

tho roe.dc would release t he ma~ority tbo.t e.ro f dmittedl,; financi~ 

!cund fl•o11 just pay~~~ent of the undistributed profits tax . This ..-ould, 

ir effect , be a fore of preferential treat.cent denied to other taxpqcrs , 

ccrrorate and individual , tDntemount to a group eubsidy. If the public 

interest r equires the t financieJ. aid be extended frol!l the public treaSU%7 

to somo of the weaker roads, it r.oul.d seCJ:l wiser policy th<ct it be dono 

directly and oponq rather than under the guise of special tax f avors . 

I have t he honor to r equest tbo.t tho oppo1·tw>ity be afforded me 

nt your convenience to discuss the quoutions presented qy t he Commission ' s 

Report with :you o.nd the Cbairl;lBn of the Commission. 

rei~ :yours , 

The President, 

The White Bouse. 
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JAN 1 2 fll37 

11:1 4Nr lr. Pr .. idea\t 

I d.- U. 111 dui;J t.o ...U '- 'fOIV a\t.laUoo ~ portt.a of 

t.lw Aanll.al l'.eper~ te U. c:o.cr.ee et U. lll\en~t.e a-He c..ialoa, 

ti!!J.d:l-.. Nl .. H4 to 1.1» preee on ru...,•T• l &INU'J' S, l9J'7, .I.J\ whiela 

\bat llodT nesn .... Yi\&1 1114 ta~olllll& chqpa l .a u. u.i h\ri'IIOIIWd 

eanaiqa t.ex, 1a;.oell4 • 1.1» .. _ Ao\ ot 1936, •• H atreo'\a "'JJ.reac! 

corpor&U- .-1A,t w1UU. U. Jlll'iedioUoD of U.. c-iaaloft. I aa 1»­

r...-.c~ that eucll ot1'1cial ens-~ an 1aj.lertut lqhl a\ln • Uor 

,... t.aluoo witbollt rrlor rafonnoa to U. J:ooar~ Co•cU. AU~ 1\ 

relate• t.o aa iadioi*ON'bllo ,...,._ -., tbe nporl •• pro;IU'eC! t.ll4 

wU.b the s:riAoipl .. ~ 'libiob J"OIIr ••"'• to Ulo c.cneo ..S... "-\a 

of llln4 3, 19}60 -.. l>tute4. 

It - ·-n••••IT to poiai. 0011~ l.ll utail bow pnJ!Mlioial 1\ 

w1ll be to u. 11lta¢V of 1.1» w..tme\n\ioa' e i.U ,.NC7U &IIIII \a U. 

IITOPU diecbeJ"p et \be re•pooaillollltiaa of tbe Tna_.,. De~ wi\11 

ruP<to\ to \be n••••re llbeiU4 \be aoUoa taJtea 'tv \be Iatara\1\o c­

Mrca c:-1&&~ be .U....S \a ootebUab a prendn~ for ei.Siar-

oNiaated ao~ "tv o\ber W.UbeO • .,. ?1 M et \M ~-. 

b _.,., u. tawnt.ew c. r• eo-1 .. 1 .. 1ft 1w ~ Jopan 

tor 19.36 •~'-• U..\ u. ..uowu-w fl'oll\o t.u .._. -tor to * 
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' 1Selola\r&Uft polliO' .t ~ \be -"- .t •'""'81 "--a f• 

UHo ...u.r-t ·~ •b.Uc•U.. !ria' '- •wn•, o.od wUl ~W~c~n u. 

,..1'1Du1111a& ·~ addlt.t.e ...., be\~w Ollt or MI'PiBp. or u. 

•l.cll- nwpll.lMU. pt.. 11164 '11\111 U. c.-lNloa w <law, -

wen -talo ~ tor •1.U:1Jic n.sa. Tbe IIUJ'\u oo .U.vtaW 

pr.ftt• wUl, aeoor<!iJia w \be &o.pon, Wlthal,r puali .. u.a %'0&4• nt.ll 

IIMII\ plge, Tht h~ .Lot .t 19)6 .-p\e ...... U. lNI'VoJt ._to 

pald wt or " Mn.d t.r l'f'tlri"' t...s.d deb\ or n t.llboolll troa tW<*­

boldor a =Oor wrl..tt6D eon•.rtot~ of f' ror\dft lcllld ~~ prlw to llq 

1, 19)6. TM aUiiipU~ ¢o r•1. ·~ 1e ..0 -• lt \be -\net aa 

hoc! IIUbN<Iu-.tll't to April )01 l 9)t., ~~\lll; \x- tu!Jj"<.t \o t!-.c hll _, 

ot .:.. ... n "" 011 ........ ~. ~ lAw" d.Ao.~ !.lt!t. u. lll.~':h!ll.l ~ 

"QIJ.ns 'l'O,O.U MUes1 or •,proaiM~ V , 'l ..-r c .. Dt ~~ tll<t :oW .,._ 

a tAII aim~ 111 u. QelW ltake, u• d ·t.:n' 1o · ~c:~1nrc!lit' .:r ...tloo 

1Pc J"MI'Idlu\i-. 

Sou .t u. 1o~X'kr.t. cona~•~" 'h!cb 1lH C:e..S.n!oll' • JcajiOd 

ciCMo 111 •nl• .,.., 

(1) reo ••n 4eu oot. .;e1.A"' eut t.llt~ U.. a.- .Lot ,r 19)6 

IIJ>Oeit'lO!l.l.!r r-re..U. .. tlwt 41-U• -pen&U..t, 11i>Lob tor U/11 ponia 
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ot Uw t.uo'ba 7N r an 1a 'bolllll:nlp\q _,.,. Uw an or u.e V:aiwel Stoa\oee 

or on l uobut aDd 1J> ._i wi'IIIIJ., 1a a147 CCNn or u.. OnJ.t.ad tt.a\ee or 

et UfT ll~toa , Taoriiew)', .,. Ule Die\rie\ ot Coluallia are ea.pt tr.. Uw 

' 
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6\U'\e• oa UDd.iet.riliiiW pnotitoa. lla~e 'IIIlich an 1a aob a p.I'Kl­

'"u" . ,.., tlwtnton, Mlr e.-pl. ln. Ule Nl'tall Oft Ulldia1.1'1.'bu~ profi\oe. 

(2) "!'be eo-ienoa' • l'.e.,or \ ~lid. oot point out. t.ba~ """'' tw 

1apronq FOJl&1"\T, re~iJII 1\..s.d clolr\1 -ra.,IC1• •• u4 l.Nul'- •&lllAt\ 

t.'>e pro-1. law • Hbout ~t ot &ll uoeeahel.T lJlcren..., \all lllcl~ 

bo\b r.onal ezt:.l ...nu., ....._, Uw Jlepol"\ llid DO t. pooi&lt OU.t tbat t.lw 

lll'betADtial ..-1 4opno1aUe~~ cloduotioae \atoll b7 raUrocK!o, o ... pl. tr. 

-1 • • well • • Nr'\Q1 prorl<!o a - f or ,.._:-n'- ot dopreolable 

(3) Fllrthor • \bo C Se • ' oat • llepor; cltd 110 ~ ~1J>~ out tl,. t U U 

;oou i ble tor raUroade to o'bto.111 -.deli U oul. tluY.! e t or llebt rotirotloft\ t o~ 

~~. or o \bor puroMo 1.hrolllla t.he ~t. of eliri,OD4a 11l M411lr 1U .. 

ot u.. OOJ'JIO" U.O.. or 'Ulr'ooaP Uw ot twill; of r ilb\cl to t.be e\ocMII'ld.,.. 

to wb8erlbo t or adcliu-1 ..-itioe. 'nlrouah UIC> if-- ot _. 

rlltllt.a, u.. r ..uroa4 M;T obt.aia \bo r•~-t. 1a 1\cl bU1Moo ot •pital 

-..~ \oe all or ,., u aln4 pnper\iaa ot Ulo ..-nat oanlal• U.\ llaw 

beu d11U11111W 1a eli rideslclll ...s - prooH4ll \e re\ire clolo\o 

(4) Tbe Jiopw\ di d M\ -u..a Ula\ ...... P~ tall ~ Ule 

a-.o• &ou ot 19)4 ud 19, , reUreot• fiUac - W • W ... ~ bN 
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so Pffl a flat \u raw .r l,_J/4 per -'-• aa - l.rut..S wit~> u.. " .... ._ 

A t. lllw OICia1 t.Uq t.IIM w a ..,uuaw nte ~ rr. 1 _. .. - so 

a ""''"• ot 15 poor-'-

n..l.lTo tM c:-J.Nioft aU.uao tM P<tllallV to wh1eb •nda 

tU..DO!olly waker roa4e M¥ be • l>Joot.ed. It h 111A~te, or -• 

to <1oMrUMt t.bo IIIIJ"ka .. • poal.. k 10'1U' Moonp votato<! '*"• w. 

aa.,lor olo~ooUwa ot a u.l!a\ri'IIIIW protita t.aa u. to ~w.UM t.tt. 

tloD'da ot \ua\loll a;oa buol .. u pnt'ita • • llot- corpol'&\lou • \M 

- b6cd Md 1a41YU \I&U Qd par\Mnlldpe • tbe o\her0 Uld w "* ~ 
it¥ ot \u l>llnlea oa all 110rponw ~. • bo\bor Jbtr11NU<1 or wi~ 

bald rr. Ulo. l>eMtioiU . .. ,•r•• TIM! .u.rt.u 1o tbe w1.':o4 1>7 Wlda ...-

tbo ~~~ 1IOil.l.4 rdt>,.ao t be .. Joriv !.bat ere Adio.l.tWly tiMMUU, 

t ODd h'Oil J•tt ~at of t be UDC!latrllNWC! 1'T'Ofi te tu. ?hla ...U. 

1A attoc\1 bo • tore o.t pn.tan.ol.1al troat.MIIt e.11ia<1 to ot.ber tupor01ft0 

corporaw ..-c1 illdiddu10 ""'"'-' to a ~ llllbolc!J'o I t t.lw p~~Wo 

i11ter .. t r~olfta U..t t'SMDtl&l •1<1 be enonded Ina Ute pabllo \No I 

so - .r t.M ~ roada, 1\ ~ NG wt.wr pollq \lwlt 1t. lie !tiM 

di.rHtly U.S oJIOalT rat.!Nr ~-.!or t.M piN ot epeoi.Ail tu tawno 

I baft t bo boMr to roq101t\ tbi' \M opf'OI'\W'1V l>e atr fl'Ciod .. 

" 'lwr - 1- t.o t ilau t.M ,.aMUou .,...-w _, u.. C1 "d•'• 

R<lpo~ wiUI '1W ud \M ~ .t t.M eo-loot.. 

Ja1 Ultl&ll'1 ,...., 

.A 
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JU>uacy 12 , 19)7 

lloney rates be.•e been exceptionally lo" in recent years e.s a consot­

quence principally of two factors• (1) the large supply of tunds seeking 

profi t..•ble use , and (2) the small deta11nd !'rom acceptable borrowers . During 

the pest yee.r the c00111erci&l d811181ld for funda baa increased and at the IOaJI8 

tilae tunds at the dispos&l of banks ba•e bean reduced by Feder&! Reserve 

action . Further changea in this direction OI&Y be exp<!Oted this year, but 

the supply of 1\mde in the bands of banks and or innstors is so large that 

the incr eased de:Aand C4ll be met without a 1114rked advance in rates. 

Furt her reduction in excess reserves of 10ember banks , if i t occurs , 

will probably result in some stiffelling of short-tar:~ open-market 111oney 

rates, but e• en after this advance the r ates will bs b&low levels which 

in earlier years would have been considered abnormally low. 'libile the 

de~end for capit&l tunds by corporations aay be expected to increase, 

Treasury offerings will be saall and the supply of fUnds hold by insti­

tutions and individu&ls awaiting investment 1s l arge •• It 1a to be ex-

pected, 

Yi.eida, 

t herefore, that long-term money rates, &a r~ 

rlii aho" 11 t tle or no increase in the next 

Short-~ !:!k! 

In recent years the princip&l open.....,..l<e t short-term re.tes, as shown 

in the following table e.nd on the ch&rt, he.•e been b&low 1 percent , with 

bankers ' bills e.nd Treasury bills generally at below t of l percent. The 
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lowest leTal reached by b&llkor a• billa before 1930 was 2 percent in 1924, 

'l'lle rat e on call lous w1 th atoelc exchlinge colla teral, 1111tU recent year a 

t he most import811t open-!Mrket rate, declined to 1/4 ot one pere811t ill 

19~5, but has be811 pegged silica last May b y Hew Tori< C1 ty b&llks at one 

percent, There wera only e1x scattered years ill the period tro111 1890 to 

1930 when t his rate aTeroged below 2 percent and 1 t was nner below one 

percent, Co11111ero1n1 paper, which tor more than halt a century baa been 

a popular med1UD tor iiiTealzaentot ehort tlll1ds by COIII1try banks, now n Us 

a t a rate ot ~/4 ot ons percent; the lowest quoted rate pri or to 1930 waa 

3 1/8 pero811t ill 1924. 

MJID.'Y RATES IN NW YORK CITY 

Bills, 90-day 1Dl811doraed 
Prime 0011mero1a1 paper, 4-6 months 
Stock exchange call loans 
Federal ReserTe tunds (illterbank loans) 

U. s. CoTeramant obligations - yields 
Treasury bills 
Treasury notes, 3-5 years 
Treasury bonds, long-tena 

CUstomers • lolllls 

Pederal ReserTe bank 
RediscoUIIt rata 
Buying r a te t or 90-day endorsed bankers' bills 

Dec . 
1936 

3/16 
3/4 
1 
1/8 

0.21 
1. 04 
2. Zl 

2.43 

1 1/2 
1/2 

J"an, 
1934 

1/2 
1 l/4 - 1 1/2 
1 
1/8 

0 . 67 
3.ll 
3.30 

3, 58 

2 
1/2 
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It 1a clear that preftil l.nfl ahort-tena opeD-...,.ket 1110ney rateo 

are a bnornllly low. Theae low ratea haw been larr;ely the r eoult 

of the l arr;e ...,1,_ of exceaa reaerTeo held by banD. Absorption 

or a large part of thes e reserTea will e llminat e thio oauoe of low 

rateo and will probably reaul t in a moderate r lae of ope~>-marlr:et 

money rates . 

But the rloe obould not b e large . ETen after an increase in 

reserTe requ irement s by the full emount pennitted unde r the law 

there will otlll be about $700, 000,000 of uoeea r eaerwo. It 1a 

p robable that the call money rate will not rise obon one or 1 1/2 

percent , beGauae at ouoh ratea outside tunda which are plentltul 

will be attract ed . The plentiful supply or outolde tunda will alao 

aot u a cbeook em the inoreue in COIIIllercial paper rateo. 

The rate on b&nlcere • aooeptanoeo, which 1o now S/16 or one 

percent on 90-day billa, will not rlae obo,e the bu;riD« rate of the 

Federal Reser... bank whiob 11 1/2 of one perosnt. Any hi~her market 

rate would JIIJilce it profitable to sell bills to the l!eserTe banka . 
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Treasur;y bills, 'Which now proTide t.be aoat iaportant 111ediwo tor 

liquid investment in t.be money lll&l'ket, are largely held by New York 

Cit:f banks . The rate 011 t.beaa billa aight ba expected to riea above 

the prevailing extre:noly low level. A elight increa,1a has already 

occ-.ared in recent weeks , renecting in part increased otrerlJl&a by 

the Treasur;y and in part anticipation of higher mooey rates in case 

of increased reserve r equireaente. It is doubtful, however, 'Wbet.ber 

this rate would rise above 3/4 or 1 percent, in view or the popularity 

of tho billa aa a ahort-tilae investment, especially in view of t.be fact 

that banker s ' bills cannot go above ' or 1 percent. 

Soooe increase in yields oc 'I'reasur;y notes bas occurred in recent 

Weeks , partly because of tJle likelihOod tJlat exchange rights 00 future 

issues will be ..,...:Uar in coaing years tJ1an they hna been in t.be peat 

and perhaps partly because or adjustments or r eserve positions . The 

shorter-term Treasur'; boods 1 which have been selling 011 a yield baeie 

or about 1 percent, have also been affected somewhat, but in view or 

the lar ge amount of liquid t\mds that will still be beld by banks out­

side ot New York and by others than ba.nks, no substantial rise in these 

rates 1a antici pated. 

Rates charged oustotoer s by banks should not be in t.be least affected 

by increased reserve requiru«>ts• These ratea have been aloe in COIIing 

down and u;y coctinua to show a d ownward tandency, notwi t.bstanding in­

creased borrowing by customers. 
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It appears, therefore, that on:J.:r moderate advances 1D abort-tiae 

rates Jl&1 be expected in the na&r future, e•en 11' reaerYe r equir .. ecte 

are further adnnced. Be7ood the next six 11011ths the course ot rates 

will depend cbiefi;y on the rate or business actirlt:y rmd the need tor 

further restraining action by monetary author! ties. 

Long-term~ 

Yields on high-grade long-term bonds have in recent years been at 

the lowest l&Yels ot this centur;y. Long-tem United States Gonrruoent 

bonds have sold on a ;yield basis or less than 2 i percent, notwi thstan­

ing the largest volume or Government debt on record. The lowest leYel 

reached b;y these bonds 1n the •t wenties was 3 t percent; pre-war r ates 

are not comparable because all bonds then bore the circulat ion privilece , 

which was of considerable value . The highest grade corporate bonds are 

selling on a 3 1/8 pereeo,t basis , COOl pared w1 th a low leYel for the 

' twenties or about 4 1/2 percent, end about 4 percent 1D the ;years arow>d 

the turn or the centur;y. 

Long-term rates have been atfected·1D recent years by the volwae ot 

excess reserves held by banks. \Uth the abundant supply of available 

funds and the saal.l daeand tor loans banks havs bought large pounts or 

securities, particularl;y Governncnt ob~tions, and bank holdings ot s._ 

curities are now the largest on record not on.ly in total aaount but also 

1D propcrti0!1 or total bank assets . ll•ber bank holdings or TreaiiUl")' 

bonds and othar seouri ties Pount to about 40 percent of their total 

loans and inveataeots. 
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Reduction in excees reserT&s, ~ogether with increased d..ands t or 

bank loans, m1ght bs expected, therefore, to lead to 801!18 sale ot securi­

ties by banks lllld t his .,Uld tend to depress ~heir price lllld increaae ~e 

yield, There are, howner, o ther factors in the ai tuation which llll.gh~ 

ortse~ this influence. 

230 

-'file first of ~eae i a t he abundant au,pply of in.-estment funds eUll 

a.-ailnble outside of banks. Insurance companies, ot her ins~itutional 

inTestors, corporations , and indiTiduala ere holding large idle depoai ta 

awaiting i .nTeatment. Restora~ion or confidence and improTed corporo.~e 

enrnings resulting t'rolll continued business reOO'fery shoUld lead to act he 

inYes1men~ ot ~eae funds . llany in.-estora, who han been awaiting the 

return ot what t hey m1ght consider as normal int erest rates , are gradually 

deci ding t hat it iS better to put tunds t o use a t pre.-ailing ra~es then 

to hol d ~- idle. 

Ano~er r ector t ending to prolong low bOnd yields is the llkelillood 

or a reducUo.n in the supply of Unl~ed St a tes OoYenlllBllt obliptiona sTall­

able 1n t he market , because or purchases by the Treasury tor inTsstmen~ o f 

speci al tunds, eapeolally ~. sccial security funds , and eTOn~ually because 

ot debt re~irement. 

It t a not lllcely ~a~ long-tem rates will rise substantially untU 

ahon-teDt rates approximat e or axoeed lo.ng-tem r ates. SO long as banks 

can ob~ain larger yields on long- term obl1get1ona ~ on ahon-tema ~ 

~ey will no~ be OJUioua to ew1 tch. Recorda or ~e pas~ indicate that long• 

t erm rates may dealina or show little change while shorl-tera rates are in­

creasing. Since a eubatlllltlal rise in ehort-tel'lll rates i a not anticipated 

in the nen few months end a ri se to the present leTel o f long-tam. ra~ea 1a 
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DOt ~ be eJil)eOt ed UDtU the Oftdi t eituaUOD requ.lrea Til!ll!I-IIUI8 aot iOD 

lD long-tam ratu 
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llllTING OF THE CO!GIITTE.J:: ON BAlfi(ING LEGISLATI ON 

January 1~ , 1937 
10 :15 A .~. 

233 

~resent : Secretary Uorgenthau 
J . F . T. O•Connor 
Leo T. Cr o11ley 
Marriner Eccl es 

Cro ley : 

- •Connor: 

..;ro .. ley : 

O' Connor : 

Cr011ley: 

.::ro.tley : 

Dt niel W. Bell 
Jesse Jones 
Cyr il B. Upham 

In the Banki ng Act of 1935 there were certain oro­
visions ~de reg<rding l1~u1dntions, Gnct the t hought 
tlwt 1,e have in our mind - .1e do not Krnt to inter fer e 
lfith tnything that '.!r . O•Connor went s, but we do not 
.1ant anythi ng to i nterfere t.ith us . And we recomcended 
lL t ye~r that tne ensblin~ clause be put in tnere to 
tne effect t hat notning in thi s Act woula affect 
Section 1 2 of t he Feder al Reserve Act of 1935 , r egsrd­
ine tne po.1ers given to t he Federal Deposit I nsm•tmce 
CorporMt ion . And this deLls •Hh l1<;uida tion of 
closea banks r nd stoc~olaers and t hings like t ha t , 
which i n our juo~;~mcnt i s ocr fectl y ell right providing 
i t i s r estricted t o banks closed prior to J anuary 1, 
1934, beca use t he banks that have closed since Januur y 
1, 1934, Nere ins ured banks . tna t he t hing t hat we 
want i s t ha t enabli nt clause in tnere t hht urotect s 
the Federal Depos i t I nsurEnce . 

Now, there is E. di sagree3•ent between :.:r . o t Connor 
tnd ourselves as to whether i t should go in. But 
our nrgu~:ent i s tru_ t if it is not necessary i t does 
no harm, and if it i s necessr,ry i t i s a ~ood revision . 

'.Vhich one of t:he bills i s t hat? 

I t ueals wi t h the allocrti on of exoenses . 

Vfuich one? Here ' s the f irs t - Capital Requirements . 
Now, i s t hat . .. . . 

,ye s ee no ob jection t ha t t ha t be included in the 
l11gi slation. 

Let ' s taKe it up here . It has nothing t o do Nith 
capital requirements f or conver sion? 

tlo , .1e don •t care about t ha t • 
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) •Connor : 

J 1 Cor.nor : 

_ccles : 

U 1ht..n: 

~ccles : 

O' Connor : 

Upnt m: 

J 1Connor : 

Jones : 

.i . 1. Jr : 

0 1Connor : 

Gro11ley : 

O' Connor : 

( 

- 2 -

Just so ne can get tnem stroignt on this ccmorundum . 
Now, tne next one is t.iob1li ty Upon Shares of Collllllon 
Stock of lla tionul Banking t.ssociat i ons Resulting from 
the Conversion of a State Bank into the National 
System . NothinF to do with tha t . 

No . 

That ' s the second . Then tlumber Three - Dividends 
on Common Stock . Notnin' to do Nith that . 

I hc.d so:u" tiling to say on Number Three . 

. ~ell , let ' s cleEr up titis first . 

'/.'he. t - e care cbout is ..••• 

I t ' s :lumber Five on ?age .3 . 

llumber F 1 ve . 

Well , I htwe. unothur one . 

Jlext page . You at·e on l:'a6e :<. , Dividends on Common 
Stock . 

Re~;.U:.. -::or y Po .. ers , next pq:e, ) . 

Page 2 , Number Three . 

lio , Page 3 , !\umber rive , is tne one til£~ :'.lr . Cr o•.ley 
is referring to . 

He us goi.ng to reliC th~ t fine lly . I ' - sorry , I 
tnought •lt~ ' d g1:t clevr on tnese and .. •• 

tlha t :Jr . 0 • Connor wr;nts to uo i s to e;o over every 
one and you (Crowley) cneck tne ones that you • • .• 

Now, on Page 3 is tni$ Number r our - Fees for 
Examination of Crudit Unions . 

\'le don•t ct r e for thct . 

Number Five is Regulctory Po~.,rs . Now, is that 
where you • • • •• 
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Cro.tey : 

J •Connor : 

.::roo.rle:.· : 

D • ~onnor : 

Croi'O"ley : 

J ones : 

Cr ., ley : 

Jo)nCS : 

Cro .. ley : 

Jono;s : 

Cr o tley : 

( 

2JS 

- 3 -

:le' d li.te to have i n the Regulatory Po:;er s tluit 
uny r egulatory oower to be given is - i t doesn 't 
affect tile l egi slation of 1935 . In other wor ds , 
whr t ·:;e ~;ant, gentlemen - we don 1 t want any powers 
no11 t ha t ar e goi ng to give any r ight or r egulati on 
t hat cuncels po:vcrs gi ven to us in 1935 . If t hi s 
i s legislation th~:t de!lls wit h thi ngs prior t o 
Feder al Depos it InsurBnco, th~t is per fe ctly sotis­
f&ctor y , but not since . 

Oh. That a~plies to Fi ve , Leo? 

Th£t 1 s right, on Page 3 • 

Now, on Page 4, Aopo1·tiorunent ot Salar i es . 

llo::, ~l'it a !Dinute . Tnvt • s ll~:tioD21 Bank rules t nd 
t nings like taat . Tnen ...-e g~ t over into Sal2ries . 
The only thing thl t ,1£ say - we don ' t care whli t you 
a l l oc:c te in the 11ey ol st 1&ri~:s to your o1m offices 
or t o the receiverships trut you had orior to 1934, 
but VIE want no salcri .. s o.llocated to our receiverships 
since Januar y 1 , 1934, becLuse thot i s en expense tho t 
we carry . 

You ~ant no - no adaitionul sulr rics? You are supposed 
to carry i t ? 

Ye11, ,;e do c~.orry it . 

~hen you Jon ' t .• t nt Lddltioru.l . 

Tlu:. t 1 s right . 

In other ;zor <>s , }'OU uon •t .. unt ~;nc tr;o offices allo­
cating s~laries ag~inst one receiversoi p . 

Ho.v he «llocates nis expense tnroughout his offices 
is none of our bus iness . 

Now, t ha t - the simplest t h!nc t o us i s t ha t if you 
will just s imply put l n th~ t cl&use i n there tlw t 
not hi ne i n this Ac t will affect Section 1~ of the 
Federal Reserve Act of 1935 &s far LS Feder &l Deposit 
I nsurance i s concerned, that will t eke c~re of our end 
of tile tili ng . 
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Well, of course , I t hink Mr . Cro•.vley ' s statement is 
probabl y too broad . What he s ays - t ha t we carry 
the expense of tne receiverships - tha t , of course, 
is not a fsc t . The expense of receivership is borne 
by the r eceivership t r us t and Congress ha s imposed 
upon t he Comptroller ' s office certain duties end 
respons ibilities wi.tn r efet·ence to t ne receivership 
trust, because the change i s tha t the Comptroller 
shall appoint the Federal fleposit Insurance Corpora­
tion, ana then with elt.bor~;te detE.il the statute goes 
on . Therefore, it is the t rust thrt peys the expense . 

Now, wha t ever expense is incurred by the Comptr ol ler's 
office hLs got to be ~uid by the t r ust , &nd the same 
.vith the Federal De,losi t; whatever expense i s incurred 
tnere, it ' s got to be ut i d from the trust . 

Now, from l.lr . Crowley ' s stste::~ent, the Co!!!ptroller 
shall ne ve no ;o~er for tllocuti n& or churgi~ uny 
expense Egainst a trust for which he i s r esnonsible . 

Let me a sk you e question jus t f or my inl'ornw t ion, 
see? This question oi' i ssui ng - letting the 
Comptr oller have powers to issue r ules end r eyula­
tions, see? - is thr t som~ thinr ne1·:? 

Thet is ne·" to this extent, '!r . Secretery: th• t we 
found t number of cE.scs .th~re ,;e don ' t .ant to M ve 
a specific st&tute, but 'c :eel ~e ought to have - to 
be r. ble to adopt t r ule or a r egU:ation . For i nst£nce, 
ltt me give you t concrete i llustr t tion. I t the ?r esent 
time , t National Ba~ cEn keep the key of the Ohner 
or renter of a deposit box in the bank, so tht t the 
bank or the employees m~.<Y h<Jve tccess to th: t . :,e 
feel tht. t in no case shoul d a Nationd Benk have !lny 
control or even be :ble to receive t he key of tha t 
depositor. If be keeps i t in there - .1e h!Jve iu.d a 
lot of clai ms filed , we have had a lot of trouble . 

'ell, let ~e as~ you thi s . If you a~e given t his 
autuori ty to issue t hese r ules and r egulations, they 
in t ffect become e law, don't they? 

Yes, slr . 

Well, way - if Congress is going to give thf t author­
ity, why shouldn ' t t na t authol'ity be given to the 
Secr etary of the Tre£sury? 
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Oh, I 1 d r a ther have it there . 

What? 

I ' d r a t her . That would be sati sfactory t o me , per­
fectly . 
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I mean why shouldn' t - I mean as far a s I know ther e 
is no other of the 17 tgencies ?ie have that can issue 
rules and r egulations . Take Customs, for insttnce . 
The Co~ssiontr of Customs can ' t issue a rule and 
regulation ~ithout subcitting it to ~e for my a pproval . 

That woulu be sa~isf~ctory to us , ~ . Secretary . 

Isn' t th£t right, Bell? I mean the Co~issioner of 
Customs .... 

Yes 

What? 

'rhat 1 s r i ght . 

They go out a s Tr ecsury decisions, don ' t t hey , huh? -
Tr easury rulings? 

,, ell yes , that ' s right . But tney have regul~tions , 
too, which are i ssued , but yo~ usually s~prove them . 

But the authority rests -

- ;;ith the Secretcry of the TreEsury . 

.iell, wouldn' t that possibly ease this situation off 
o little bit? 

Sure . 

You mean the t110 (pointing to O' Connor and himself) ? 

Yes 

No , tha t don' t clo it . 

V.'hat? 
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For this rea son. The Feder8l Reserve Act of 1935 
gave to the Federal ~epo~it Insurance cer tain rights . 
Now, we ar e not interested in wns t r egulations or 
powers the Comptr oller has for his ovm off i ce, but 
we don 1 t r1ant r.ny misunder st;.nding t ha t tnyone ' s got 
c r i ght t o regulate t hh t ' s going to affect the 
Federal Deposit I nsurance Cor~or&tion, other than -
unless you change the law. 
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;;ow, a s f a r a s receiverships are concerned, that ' s 
been r; controversisl t hing for 1. long time . '•'e 
haven' t been entirely in r.ccorc! . Ho:.ever , ;~e 
haven' t haa any difficulty in betting along . But 
e ve::tu.&lly that 1 s got to be r~ced to determine ~;he 
definite ;>o.vers . But in ~;he ::leantime, until you c"t 
in tht rlace thL t you are goin~ to fac e a lot of 
these things , <11 e ~s~ i s thLt you don' t J~rmit 
a nything thr. t is going to mt.ke tnis any more con­
fli cting t han 1t is now. When Con!' ress gives the 
rignt t o uo cer tPin thin..,s , I <..on' t think ;e oueht 
to r egulat e - to in some '•~<Y mi sconstruE 1;h~ t Coueress 
i ntended . 

In tdmin1strat1on? 

I n administr a tion. 

!low, this tnin.,; can b£ sim lified so simply . If 
there is nothing i n this oil l tn;.t conflicts - end 

e e.ren ' t a skins for tny thill(; rt all - 11' t nere is 
nothing in t here thrt ~ocs confli ct, then ~e ~Fnt i t . 

Let oe give the languege thLt I thir~ ought to go i n . 
Now, we are interest ed to t he s~me extent, because 
the Federal Reserve Bo~rj ~s the responsibil i ty of 
i ssuing reguletions, £nd of course all Na t i onal Banks 
are members of the Feder &l Reserve System, rs well 
a s certa in stcte member banks , ~nd in going over this 
ma tter wi th our Boar d hnd s t eff t hi s i s whet He have 
to soy about i t : 

"Specific matterJ whi ch mr:.y be made subject to the 
pr oposea r egulatory oower shoulJ be expressly set 
forth i n tne law, and the r egulatory authority should 
apply to no ot~.ers ." 
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Jlol7 , th1..t is - now, if you don ' t do to;;t , see, then 
this is en L.lternative sugyestion: 

239 

"If, no., .. vcr , 1. broad ~no t gt.ner~-1 regule't->ry 
authority is to be given to the Comptroller of the 
Currency, it should be aUDlified 7<ith the ~roviso 
the 't tn" Comptroller shill lu: ve no Jor.er to mske 
rules 1.nd r egulati ons cov .. r l ng m& t ters will en under 
tne law ore within tile jurisaiction of other cstGb­
lishmonts of the Government, nnd that .,ny r eguhtions 
prescrib"d by the Comptroller pursuant t o the pro­
posed c.uthority should not be i n conflict or i ncon­
s i stent with regulations i ssued by other Governmental 
establishmbnts ." 

How, thl t nould cover F . D. I .C. and dl. It ' s general. 

You don't think th~t woulu be consistent dith your 
suggestion, Jefty? 

I Jon ' t :.tno... I have11 1 't glvtn it ;.ny tho1J6ht . 

Othar.t1Se, with three c.genci es , &t le~st, we know -
m&ybe more - issuing r egul;,ti ons •• •• . 

• lo':l, :.ltrrin~r , tht t ' s on liv~ , i sn' t it? 

That ' s Jn rive , yes . 

J.r.J 1.111 you let we neve 
~ell , Leo, docs th•t 

meet your •... 
I went to m1~" e no•e . 
your sug ·estion taere? 
:,-;,w•s or not? uoes that 

mee t 

I t nirut 1i oocs . I wan't to s tuuy taL t a 11 ttle bit . 

Oh yes , of course . 

I t hink .1e 1 c. o'lbnt to s't...Jy it • 

rtenr) , I ' d s~~est tn~t these three boys get together 
by themselves and see if tnoy c1.n1 t recon~ile their 
vie .. s . 

On this particulLr point? 

Yes, and thon come into the Cornrni t.tee with som~:~thing 
where they are in agreement , if that i s possible . 
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I thinK 1ve can shorten it a 11 ttle more . !.!r . 
Cro1vley 1 s point on wn~ tever pt.rticul~r section here -
all of theu, for that metter - if that is covered by 
:.:arriner • s point , tluit - c.nd i !i ~,; :- eec.b:!.e to the 
Tr easury over here - well , t.'ILt will cle~or u;> then 
~11 ohe objections tn~t t he !eaer~l Deoosit Insur-
cnce Corporation has . · 

\'lell
1 

t.hc only point , a s I sey - you have egreea 
to that - if any agency which is in the • rensury 
gets .tne I' Uthority from Congress t o issue rults and 
regulations - I mean I ::&nt it to go over ·my signa­
ture . I mean I don ' t mmt. en a<Jency in the Tre!lsury 
i ssuin_ rules en~ regulations thbt I uon•t nave the 
control over . I either went the ager.cy in the 
7reasury or out of it. 

You mecn to have it approved by ana fioh t ne consent 
of the Secretary . 

t~o , just reed the v;c.y ~11 the other eutnority •••. 

That rneons that somebody else, an Assistant Secret ary, 
could uo it . 

No , just h~ve it read thrt rules c~ regulations - I 
don ' t .<no.. .m:. t the legr 1 lr ~us -~: is, but I oe• n -
I me::.n tnere wight be p~rfectly ell so~e other 
Secret~ry of the Tr e:.sury or SO%~ other Comptroller, 
and tne Comptroller issue r egulntions .~hich would be 
absolutely - I ' d be opposed to it , but I ' d hFve 
nothing , I couldn' t stop it . 

So I simply say that £S long as the Comptroller ' s 
office is in the Tr easury t no wo a re going to get 
authority to issue rules en~ re~;ulations , I want tb<l t 
authority to rest with t he Secretary of the 'l.re<sury ; 
tnat ' s all . Ana so fer cs I know, I don ' t - we 
haven ' t - there hasn ' t been rny con1lict so l'ar . 
I • e1 sure the Comp•r oller .ron' t obJect to the t . 

Oh no . I n other v;or-is , 'Jr . Secretary, on Reyulatory 
Powers - now, if thbt is introduced, then the point 
tner e is thbt whatev~r r egulatory poNers &re gi ven 
should i n usunl language be issued under the Secre­
t ary of the 'l.rea sury . Is that it? 

Yes . 
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Now we 1ve got that out of the way . 

Then you are going to consider r ccles ' suggest~on 

as to ~is language . 

That ' s right . 

So that wnctever the 'Irecsury r egulr. tions are should 
no t be in conflict ~ith any other regulation of Lny 
other fim.ncir;l a gency of the Government . I sn' t 
t hat .boiling i t dovm, E.ccles? 

Yes . ·::i thin the jurisJ iction or in conflict .vi th 
other est~bl1shments of the Govgrnment . 

Wel l no. , :Ar . Cr o;vley wE.nts to study tru:t, !!r . 
0 1Connor .vLnts to stua.y tlu. t , LI'IU .Yily Jon' t we 
say t~.c t - th-. t ..:r . Jones ' SUi -Estion of you three 
people studyins it, und l e t us st~y it witn 
v •Connor and then i f we are all in agreement we 'll 
just report becK it is cleLred . 

•. ell now, '.!r . Secretar y , to carry out your thought 
on this Regulatory Powers , just so - ·:1e don 1 t .n.nt 
to be inconsistent ~•ith the present law . Would you 
csK Con$ress t o r.mend al l the other statutes? 
:aecause there is a great l!lllount or that . For 
instance, I ' ll give you a very i mport<nt one ~here 
Co~ress imposes £ duty upon the Comptroller of the 
Currency to issue r egulations .t!tb r eference to tne 
securi ties purchr.seo - th~t cr.n be purcnased by the 
Bank i'or inves t::~ent purposes . No.r , there is a 
gr eet many of those s W. tutes l':nich have been t here 
for sixty years or more, and to be consistent, I 
just wunted to point out the .... 

Yiell , it's never been r ei sed .vi th o~ before, but 
I have never felt since I 1 ve been here tact the 
relr.tionship bo!tr.een the office of the Co:n;~ troller 
o!' t;he Currency and •be rest of the 'i'reasury i s 
sa1;iSf bctory, because it is differ ent f r om anything 
else in tne Treasury. 

And the woy I feel is like it is in t.his Federal 
A~cohol Control Nhen the question came up as to 
how to handle Federal .r.lcohol Control . I met.n my 
oosition with the President i s th11t "Please either 
put it in the 'I-rea sury or definitel y •ake it out . " 

,·. 241 
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This man Alexander is there . Be ' s t here now . 
Congress passed a lew creat ing a Commission. 
The President never filled the Commission, so 
therefore it is still there . Be has to submit a ll 
his salari es end e ll his a ppointments just the way 
the ~thers do . He holds the hearings on his rules 
and regulations and they send them up to me end 
I ' ve got to sign them, but I can' t participt te in 
the hear ings . I can ' t porticipEte in the heari ngs . 
Isn' t th6t right, uan? 

I don ' t know, r;ow. 

Well , i t is . I can' t . I can send a ~n there . In 
one cese I din send s oan - t his i s just in the 
fa~ly - anu they woulctn 1 t even let hi m s it uo a t 
the table . rle nad to go out of toe room ~no f ind c 
c.air to find a pl ace to s it. So I went to the 
i'resident . " ~!ow !)l<>£· se, if you want me r esponsible 
for Federal l.lcohol Control - either give it to us , 
make it a part of tne Sureeu of Internal Revenue, 
or kick i t out and muke 1t an independent Commi ssion, 
because I can' t be r esponsible . " And I feel thf t if 
it i s goi ng to r~ise - I em satisfi ed to l eave it es 
it is, but if we ~:.re going •.•.• 

"Tnat ' s wnt.t I .vente.:! to cull your attention to , l.!r . 
Secretar:r . 

242 

If we are going to change it, I ' d like to maKe it 
ei~ner independent or on integr al ~art of the Trea sury . 

That ' s the Comptroller ' s office . 

That ' s the Comptroller ' s office . I ei ther want to be 
really responsible or not . I mean you, f or in5tence -
you can ' t appoint an Lx~miner .•. 

Not 1Yi thout your approva l. 

•..• unless I sign it . 

Or an Assistant ~aminer; I can' t appoint an Assistant 
Exami ner . 
but, on the other hand, you can do a lot of things over 
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which I have no control . 

That ' s right . Like the one I u.enti oned and a 
greht many others . 

No11 , up to now there 1 s been no confli cts . 

!lever . 

But the day might com~ when there would be, r nd the 
resp?ns!bility on both you und I is too hcuvy to 
h&ve this uncertain autnority . 

That ' s rig.1 t • 

lend i f :e are going to go into it ~~ ~11 , ! ' -> r r.ther 
clean it u~ one wcy or the other . 

That ' s why I wanted to c~ll your attention to the 
fact tha t .. . 

I mean I 1 ve had this out wi th the Pr esident and -
on ~ederal Alcohol Control . ue huve had it out , 
and my position there hus been absolutely ei tller 
put it in Inter nal Hcvcnue or kick it out . 

Your position on this is to cl~rify your relr tion 
-..lso on t:nis point, but on the Nhole issue •..• 

If v.a are going to go into it, I ' d l i ke to clear 
up our wholt relt tionsnip - our whole r elationsntp, 
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because some day ther& mit ht be 1:. very important 
thin& come up a~ the President mignt perfectly ~ell 
send for me anJ scy, "ll'hy didn ' t you do so und so?" 
And I ' d have to answer thbt I didn ' t have t he cuthority , 
~:nd ne 1 ll s&:r , 11\'Tny diun' t you bring thE t to my t tten-
tion three years ~<&o? 11 

• 

It seems to ·1e t his question • . . . 

I mean ·! di dn ' t - this isn•t - I Nant to say to 
O' Connor I didn ' t <tno1v this was coming up, but you ' ve 
asked me if you do the one regulati on -

0 1 Connor : Yes 

H. 'r. J r : - no:• about all the others . If you want the snswer to 
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the ,uestion, i f ne do t hi s we ought t o do it el l. 

Tnat ' s why I wanted you t o know t hG t there wer e e 
gr eat many other s . 

Dan? 

'244 

It seems t o me t hi s prohi bition her e against issuing 
r egul~:.-r;ions i n confli .:t, liS fa r es the Treasury is 
concerned should 'AOrk both ways . No one else should 
issue regul~tions i n confli ct wi to t nose of the 
Tre~sury . I t i s ~s strong one way as i t i s the other • 

.. ell , except ner~ you are ~>.s~ing for •• •. 

llo, I think that ' s a very &ood point; . 

Wtce;>t you Pre es.<ing for t ;:hange i n broud r egulatory 
po ter s . 

•• ell, there should be coot·dinati on. 

Well , so far <oS I know, we don ' t have power to •.••• 

No, I t hi nk he ' s right, tha.t both the Feder al ileser ve 
and the Federel Deposit Insurance can' t issue regul~tions 
w.lich are in conflict ~<i tn the Comptroller 1 s office . 
That is a good ~oint . 

The regulations .~e c&n issue are specifi c . l!o·~r , wh& t 
you are &etting to ntre is &etting a~ey from s~ecific 
regulator y po~e~s into the field th£t it beco~cs 
genen.l. Nol'l , I woul-..1 scy th:;t i f 7:e ;:ere :;.Sldll6, 
or the Federc.l De,,osi t Insurance Cor pora t;ion or ::.ny 
other ,gency were rsking , for gener al -:~o .. er s wi th 
r efer ence to issuing rtgulati ons , then it should tlso 
hrve t hPt speci f i c long~ge . I con' t object to having 
th~t language now, even though there is no r eal 
necessit y for it . 

Well, the only right of r egulation r.e have, u~rriner , 
is the r i ght of r egulL tion wher e i t i s definitel y 
s peci f i ed i n the l ew. Tha t ' s t ne r egulat i on t ha t 
we nave ; you hsve too . 

That ' s r i ght . 

Now, I have no objection in the world t hat - • e 
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cer tainly wouldn ' t have any right to issue a 
regulation th~t would conflict wi th some thing 
that you people huve already i ssued r egulrtions 
on. But we ought to try to be uniform; that ' s 
my point . 

May I say at t his point - I should have said t~is 
t ili ng at firs t, and thut is - and I did interrupt 
!'or one minute - and th<t i s t his : I think when 
l'oe get tnrough ,;1 th tlus th" t ·.1e w~nt to decide 
do we .7G.nt any banking legislt. tion this ye~or . 
!!o.7, t !IE.t - t b.&t, I t hiM - I just want to rs.ise 
that whole ~uestion before Re leave her e todcy, 
and - do ;:e •;;_.nt any b~onking legisl;.tion? 

I think tnct is very i~portant . 

,;hat? 

I think that is very i mportcnt . 
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I ~anted t o s ay that a t tne beginning, but I oi an •t . 
But I want to :111 y now that I don 1 t - I'd like to 
reserve the right 11hen we ge t through this morning 
to r ai se tha t ooint. Do we ·.vunt u ny be.nking legis-
lution? 

t;ow, with r:ll tne i nterruptions , :·1Ul you please JO on? 

That ' s ver y ~ertinent . 

\lb.a t? 

That ' s very ~ertinent . 

I "ant to n:ove the right t o r £ise thnt GUestion s t 
the conclusion of this meeting . 

',\ell now, the only otller one, ~r . Secretary , t hnt 
I have i s the banking code - or is the building and 
loan code . Now, tho Governor has - he ' s got some 
other suggestions . 

~ell, just one . Th~re is t hi s regula tory m&tter 
and the other . llo need of taking time up there 
because I taink our fellov;s can get together with 
r~ference to ?rovision Three , Dividends on Co~on 
Stock. 
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Oh yes . 

That ' s r ather technical . It gets down to 11 question 
of definiti on of surplus f unds End un ' ivided prof its . 
There is also the (jues tion of the bad debt definition. 

Yes·. 

Noll , of cours e, we t.re interested in it, a s I say , 
because these bcnks ure el l members a nd •:e have e. 
joint - ''e use your examirlf t ions a no we hsve e. joint 
relationshi p 1n connection with i t . ,,nd I woula s ug­
ges t in connection with ~hree, t hen -

Tnree, yes . 

- Dividena s end Co~J~;.~on took, thE t ,,e mir ht o;e t 
t ogether ~:nd see 1 1' ,,e c~en 1 t rgr ee on some oa i f ict ­
tion there . The onLy thin ::e naa - t ni s r egulr t ory 
one ,,as the only on~ t h t :1e ht<d any str ong ob ject i ons 
to . On t he other one .. ~;o have sureestions t hat we 
think are desir~ble . 

~row , Mr . Secret ur y , on the Dividends , the;r e is the 
onl y poi nt t ha t ~Y off ice is concerned tbout , ana 
it concerns a gr eat 1uC ny or' t he N£ t i onv 1 Benks . The 
strtute proviues t h: t t he Nbtional Banks may declare 
a semi- annuel dividend . f gr eat many ot the bt~ts -
Ne.tional Banks - have been declEring c,uarter ly divi­
dends . Fr ankly , we can ' t s ee e ey r easoo why :. bank 
shoulin' t ~eclr re L ~ivioend 1henever t~e} went to 
declEr e i t . 3ut t hey l<eep l't' itins us <nci •e cen ' t 
s ay, roo E.head end aeclcr e i t , " bec~:use of the lew . 

!los, r have l etters in tntre now fro:~ P couple of 
National Banks aski~ ~e whEt is going to happen. 
,/ell , I can ' t .oay, nco aheEd end declar e t nem r nyv1c.y," 
•nhen the law says t hoy may decl ar e t."lem semi-t.nnunlly . 
Now, that i s the onl y one poi nt ~Y office i s concerned 
about . 
That ' s been- bow lonr di d you tell me tha t ' s been 
in vogue? 

About fifty years . 
About f ifty years . Now, they' ve been doing it .•• 
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i.lany or them, yes, because they ure afr bi a ol' the 
Comptroller . 

Dut mLny bf nks aecl a re ~uarterly d ivioends, vna 
many - I 1ru guilty in th£ t oyself, Lnd you CLlled 
my f ttention to tnet . ne Pl Y tnem in December 
for the wnole year . 

You ' re the worst trensgressor I ·ot . 

The poin~ 1·.e ' ve got m s no thin,: to uo with thut . 

•',hen everybody else i s through, I •ve go t one 
suggestion tnu t~t • s bll ....... ~nd thbt ' s the 
Joint j'OU N ise, tlu.t the Presi dent ilLs some v:;ry 
i.Jloortnnt ~eg1s l!.Uon thf t ne wt nts to get t:a-ough 
anu I t nin:-t tru.:t tne b~ru:illf lEgi sl< tion ot.t:nt to 
"1'1' 1 t until tn~ t • s finished . 

You ~ctn btfore it is in.rouuccu? 

Yes , before i t i s introduced . I thiru: ··e OU[ht to 
~tork toroth~r in t he :•toe<ntirue, ;et on :..greecnent , i f 
we cDn, on those thint~s . 

ell , ,JI y I S< y r ient "'lon th~ t line ~:hr t •·e did . 
.~<i'tC: r t 11 th· re ;·as this emerjlcnc:· 1 e-i shtion. I 
thin:: it ' s th<l first time, certtinly since I ' ve been 
i n . ::.snin ·t n , toe 1..hrec t -"n~ies '" l~ed u~ o n the 
..:ill to t .. c r in co,olete eccord . e s tr. all the 
Lenocr. t ic le6d.ers . · ~oru e rence h s te ... t .. o no \.irs • 
•. e .-ot c. v~:t·ytnil\, whi~h .. e ~ .. re entitle<! t o t:nd lr.tt 
tneUJ 1.1 th t swile on t,1eir 1'1 ce . 

~es , evur ybody happy . 

247 

tlo .. , i t .;1-s W'li4ue in oy ex~trience . It ' s n~;ver llr.p­
Jeneu , I , J~bn , betore tnct .e 1ere ble to ~o up 
tntor e , tnt .ttre~ t.~;enc ies . 

Two 11.:>urs 11.,tting e unE~:nous q:ree~ent . 'ihlit t. s •••• 

J..nd .vc wt.lk:ed o1 r &n.l left t. comple te goou t1 sto in 
ti1eir mouths - ";/ell, r.t lec.s t he r e ' s three Eu.onci es" -
a nd it ' s , ue:;ti onable whether the President •:;i ll h1 ve to 
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l i ft hi s little f i nge r 1 whether they ' li cdl uo 
&nybody E t t he <:h11.e Houst to both~::r . No .. , I 
tni nk tlu.t b ef ore .. e ent the Pr esi a ent o<n e11 
ex~tctly >:hc.t we .vere going uo for Lnd it hrd his 
!ipprova l . 

llo u, I t hink befo,.e .. e do tnis thi !ll! ;:e our;h t to 
be in compl ete egr ecmcnt if uossible , tntn submit 
E. boiled- do·::n mcmort ndum to him - msybe he •11 sec 
us - ~nd tttYb£ sry , " No., , '-'r . Presi dent , t11 i :> is 
~:h'-t we ' ve ~ogrel'u on . Here ' s thtt ·;e c~n • t &~Free 
on . " .. k t c·e isSU(;S , see? 

i n\.1 not co 'the.. t , n n:o. , \llltil tntse t..ir.rs - not 
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Just thtse em ... :--c •. cy t .• lr.._.s , bi40. t"ese o·.n.;r bi;. £:- ••• 

. :.) , I t;c.m: to b~ fc lr to tll(;S£. &tr:tl~:::en . I tniM 
Ls soon r.s .e ncv~ b!l r rel: •• to::t , tr.en I ' d s.lbmit i t 
to him. Then it 1 s Ul) to him to S £ >' . 

I mean I don• t .. c n t to soy - usi n,s 1.-ro.Jley t s an 
ex£cm;:>le , bec>use he .nsn' t in on t h i s - let ' s s<:r 
tha t Crm·;l·ey nE:eds somctning . I mec.n I thi nk it 1 s 
up to the Presi aent to uocide . 11!!ol'. , Cro"tley , you 
.n.it U.'ltil ~fte.r th~ .'irct or :cbruery until Ne 
gtt tnese ottter thin~~ end thEn we ' ll gc>t to tn, t . " 
Or he -::.EY s~y , "No , go uht~d . I t. 1 s all r11;.•t . Intr o ­
ol.4ce ;our bil.L . " 

ell, I understt nu t t .:>I.J' lt st -::e£ti ru: tr~ t ev~ryl:ody 
::.greeo that ,,e ..:oul(l c.t t.lorJ€ .;1 t.hou-;; lEgis l ati on, 
but ~:l!lle .vr-s -.;;sirt ble . 'Ilu t ' s :!JY poin t . II' t.,~., , ... 

.. ell , I .mo.; .thrt you•ve got in ;our c:ir.-> 1 ~nil l'r o:11 
cy o«n : r ecsury interest I 1u r tth:r ~ait . But I '= 
cnai rmr.n 01 e. mEeting ln<> &S S14Cn I s noulo be iop~ r­
ti~l a r.i I sim~ly s&y th~ t if ~" ern ag r ee on .~ilf t 
,,e m.nt , then I think wE s hould lEt the Pr es i a en t 
say, "Boys, I ' d l i kt> you to c i t ," or "Go ~heed . " 

He must s &y . 

He must s ay 1 yes; thct ' s a.ll. , ·e br e not differing 
~xcept tna t I don ' t f eel t hc t , ~ s en i mpartiLl chalrm~n, 
11' ,7e come 1:0 l n :>r,r e eo:.cnt - as soon as we come. to a n 
tH>'r ee;:;ent , I s houlu subwi t i t to t h e Presi a ent . Th& t • s 
wilE 1: !' m supposed to do . 
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I think the. t 1 s entirely right . I re1tere te ~·bc. L 
I truru f r om t his st& .... ,..oiut : the t h1n;s t.1Pt ho 
is ori~trily in~ res~ed in ~ni tn1 the tninks r~e 
i~portPnt sh~uld be well 1 long . 

J..s Secret; r> of the Trt. sw-;r , I , r r ee .. 1th ~·ou , but 
cs chtirmtn ts soon ~s .re 1 ve co;;~e to an ~;:ree .t-nt I 
feel I ' ve vot to e;i \'e it to ,lim t n,;~ :!.e t uim ue cice . 

•I ell, ! huve t greed to the t right llong . 

Well , i sn ' t the first t hing , 1r . Secr etar., , thvt we •ve 
got to aerce on - C.l'L the t 1 ~ ~•u. t - :.!r . 0 ' Connor 
hc.s his legislt.tion vnd urrintr hLs his - ts to 
·.ne tn~:r tre ere soinf to na v& r ny l"'fisl<.tion f t fl l, 
or no t , ,,het.ter it is importt nt tm:. t .,e i"lfvc it . 
~.o:; tht: r. , if it is ill:_.JOrta.t t:u.t e mve it, tlten 
ttlese bills thtt have been tnaly_ed 1'or both tnose 
orgPnL.E< tions - and .:>ere "'e set reder::.l Deoosit in 
tne t hi,•u osition, right in the cente r . l'o~ , if 
Feder~l flesc rve is goim to :.. sk Cor tai ngs thL t 1 re 
goinf. to atrengtnen i t s position, £nti the Comptroller 
is goi~ to sk for certcin things t ha t urb goinc to 
stre: r.gt•tcu olis position wi th r eference to F edert l 
.)e ~osit - beet use 'le ~re in t.1is ,o s ition: unucr the 
lc.vr vee ere r cting under 1o·.•, the ~ ederE 1 Reserve und 
the Comptroller tdt:li t bf rus to their system !'nd 1.e 
~utomt tic~lly insure tneo; cut 111 r.e ao is FO ~round 
~ita ~ ~LCK on our bLck n y out the losses . 

i:o;;, if y;e c rc &11 goinz to he content to s it here -
ana I fm perfectly willinr, if Loere is some p~rticult r 
tecnnicr1 legisleti on thrt ..toes not in any wry effect 
Federr.l IJeposit Insur&nce - I ~c.m perfectly Nilli ng to 
go tlong . But this lnst ptge he-re in our mind def­
initely uffects Feaeral DelOSit Inaurtnce ~nd we 
just can' t ~it b&.ck £nd •.... 

V:ha t p,.ge? 

This Shrrenoloers ' hgent, on onge 5 . 

Will you a 1scuss that wn1le I leave you t'o r r minute? 

(Secretary leaves room) 

I don' t know wbat you' ve got, :J r . Chair mr.n . Do you 
nave to he ve your legisletion? 
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,~ell , 1ve don ' t j us t ha ve to ht.ve i t , but we wont i t . 
·.ve feel tna t this fir s t one is ve r r neces sar y ~nd 

oesir~ble - Separ ation of offices of Cn~>ir.Jcn 1nd 
Federl4l Reserve At;ent . ,. e >Ut tnese Chairmen on an 
nonor &ry bt.sis, but t hey arc ti~.:o to t n1. office of 
Agent by certuin st:a tuLory ;~rovlsions . lio~ , vs long 
f.. S c. .r.~n is Cn&irc<on ~nd .t..~;ent , taen :'le feels t r.r t 
he 1 s got. st!itutory obli SL ttons tht t he shoul;,~r. 1 t 
have LS r n J rent . 

NOfl , for inst&nce, in Ne>~ York, Mr . Younr , who is 
Vice Choirct n up there - we ' d like - l'le 1 ve ttlkod 
t o some - just bet .. een us - ;..bout nr.vi f16 nim tolte 
t.ne Ch~irrornsnip . ·ell , !1<. .von• t ta.te tne C:u ir~rn­
sni ;~ as on- rs r.ne Agency i~ tied to it, beC!~Se of 
tne st> tutory re .. uirecent of the J.gent, you see . 
A~d r.e 1 ve got sever£1 others 11Ae tha t Fna ~e • ve 
.:greea th:. t .... 

Say th&L t.t;Lin. He won ' t t 1. ke the Ch:irrnrns ni p r s 
lol\!., r s the Af:t~ncy i s -

The Feder al Rese rve ngent . 

- tne ~hbirm~n End ~gent is one . 

:;o,.. the /.ssistant •. gent no los the collater< 1. It is 
L cler icE 1 Job . I ce~ n tnt • ,:£nt is l' .:-er icr l ~ob 
End tue Assisttnt al71nys .ocs it . 

The t ' s .. orus . 

'.l.'hat ' s r i ght, but tne stt.tl.ltory re .. u irements ..•• 

You • re Jus t ttlkin& c bout ,'OdJ . He 1 s t!.lkinr !!bout 
·horus . 

.• ell , 1 t 1 s in the 16:7. 

It ' s in tn£ law, but i t .. oesn1 t char.ce Lnything . 

!!ow, .vht. t ,;e ' d do i s the J.ssistrnt ,.gent woul~ be 
... gent ;.no the Ch~ir;::an 7<oulJ b! only Chai r ::c.n ~nd 
not Arent . 

No big ob Jection t o that . 
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I t al ked to Senator Gl a ss about it l ast year befor e 
we had - .7e nad no legisl~> tion . 

~s t ha t al l you• r c askinc for, t nn t one? 

No . If 11e are gol ng t o put the t other in, ,,e • ve 
~ot &nother one . 

.le 1 d better wc.it until t ne Secre t ar y gets back . 

I t hi nit lli' . Cr o.vley expect ea to ai scuss t his last 
one on page 5 • 

.. ell, on the "'.ureuol<..t.rs ' ~>·er:t , it is just ;;. 
cuse o!' t.ilere i f ·e .vill 1 tl 1 eree co ';)Ut th!; t one 
clause i n tner e, the. t '.T i ll tt.ke c;;re ol' any <41fficult y 
we have . 7e don ' t ,7£ nt t o inter fere ><ith hi s opcrt tion 

r i or co J;,.nuc.ry 1 , 19:4. I .1etn \'e 1re not i ntere::ted 
i n that • 

• lhile ·e ere .1' i tin<: on the eentler.ten, can I see you 
r minute (to Bell) ? (Bell <nd Jones go c.si de and 
tal k) 

Dld you re&d our l tgisluti on, Jefty? 

I 'm sorry to s cy I didn ' t . 

Uid :> ou, Leo? 

Yes , s ir, I. ... 

I 1 !:l sorry . 

The one ~here you ar. going to reauce the capital 
reuui rements of .. tatt banks und ~lso t he or ovis i on 
f or those in compet ition with the St vt e baru:s . . •• 

Yo u mean branch buru:ing? 

Yes , br ancn b~nAing ~n~ capi tL1 - br anch banking, 
mostly . ! ha t ' s going a l ong ways beck. .e•r e going 
ba ck t o meet the ~tc.tes in pl~ce of t he States ~oing 
to .... 

1ng t llleet - bri"~ t ne St a tes up t o Meet .IOVI yOU go 0 • '0 

you? 
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·:;e aren ' t going t o i mprove our !>o sition by going 
btcK t<nd m~oeting t hem. Now, the Comptroller m. s 
his minimuo r e-,uireme r.ts , ~ond whi l e he doesn ' t get 
ell the b~nks in the world , he sets - a ny btnA Mi t h 
r~L3onrb1e size c~?it~l , ae •s ~oi~ ~o ~~t it . 

(~ecretary r t~rns) 

Got 1 t 1 ll l'ixeo? 

All fixed . 

.. ow, :Jr . ::>ecret~r:; , the .u .. st.ion ;:hlch you rr i :~eo -
tru .. t probiJbly ougat to be <...,ctdecJ first , b.:;crust: 
tncn w~; ccn d.;.sJose of' lot .1ore . i'o .. , I ' ll 
state tnE po:.iti:m, as I stt it, l'ro~ our office . 
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I f.c ver; rucc1 intereste.i in •ne bu1la1n" r n· .. locn 
coae t'or tile ..,!str ict, Lnd th·t. c1oesn 1 t con~~rn t ny 
ol' tnL othi..r r;;enc1Es . : m. I ju. t 'I•Ent to s :.y tm t 
I - 't ltllst. , I t ni nk tne Tr c1 sury 1 s respon~tbilit;,· 
is to sJt 1tt l b i ll ~nywLy t o co~ress , bec&use we 
reco:nr.Jenued it .. i tn your (;!)Jrov~ l a yeor ~oro , t•nd 
then in July this bi g s::tr s.1- up "!·me of L builvin<' 
ano lo::;n . ,;o,, our resl'ons1bilit~· is :.one wian ''" 
o=u 1 t over t.Ilt;re . , o , tm t. is l boJ~ tne bl.d.ld1nq 
& n.:i !of n . 

::o .. , s ec ~nu •Y • ••••• 

. :o .. , ~l.l. ~t;lln - .; i ve t.ne one.o t.r t ou t.uink lre 
really im,>orttnt . 

Tof.l t ' s t.ltJ most i mpol' t E n t . 

.• nat 1 t.elo'l is tn.:. t on Jour list? 

_n~t • s tae ltJst one . 

~uober ~even on my l i st . 

I mes n t m t you c:onsi uer r er. l ly import&nt . 

I 
1
,ant t o I! e t t. bill to pu t t he responsibilit y in 
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Congres s a nd the Tr ebsury s t.;ps out of i~ . .:ow, 
tne other ag( nci es hl: ve no inter est at all i n thL t 
bill exc ept the Tr eEsury , bec<-use Congress h£s ~ut 
the su~ervision of bui ldihb Lnd loan ass o c iLtions 
under t he Comptr o ller . 

J e.!' t y , j us t a minut e . 'lhis is Cr ecii t Unions her e . 

Yts , that ' s ,•;hht I 1m co.:~in • to . lut this is 7 on 
;>ege 4 . 

Go Lne~:.d , <11 right , I 1 ~ sorr , . 
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.• o·;;, t. very s=ll 'bil.L, but. ;.n lrritGti ng 11-.:tle 
~it~ti~n is ~r~~1~ ~nions in th£ _! stric t. Thht 
.:.:>esn ' t conc.:rn tn;r ot•l~r· c-.. :. ~:· '"';ce;>t the 1ret..;,ury 
t.ni the l~r. ~rovides tn~t tn~ Co~ptroller =ust ~x:r~ine 
the credit ur~ons in the Cistrict anu ~c~e < cnur~e 
of rive aollt..rs . 

1:o.1 the credi t uni ons hL>vv ro;m no. so tntir c sstts 
Lre t.pl·;s.rds ol' t milli on uollt r:; or mor E, tnd tne. 
office c uMO't o=x•min~ · i five .10lhrs , end the onl)' 
tiling · .. e h& ve t sked is to bE. tid the o.ctud cost 
of ex: :nination or •<lee it r ,., y . Bu' • . 1e neve no funds 
ner c e-nd I Gm usin' Ill. t.iom.l d m:s ' funcs to uo some­
thin_ I wn no" sure tht<i: '''- should c.o . bu• .711! t c1.n 
;ou do? :ue u.J.t, i. t.JCre . 

. •o··, C10.rter - Sen' tor Glt..ss ltst !'e~r .~:::: vEry much 
in r · vor of thE t . 1!" the l•ublic CounsEl or tne 
uist:::-ict , or he ,o; v~;r h~ is c.lled, CE.ll!e >..J to art ue 
.. it.u .......L... CI. V. G~ass .;.t.1~ to ad ... - ue sr.ici, ' :ell, W.lO 

ao you toin.t SOO:.!L.I l•f ~ 1 t? r Ht St iu, I Yo a • ve eot 
tne uni ons . ..11 ht- is 1 s><1n~ i., to be t. i a the co s t 
o!. t:x~· .. .int tion . '' u ._ , n ne c-:_1~,;. 1 ' I uotl ' 't ilfLnt to 
listen to :. m::.n th: -.. com~s "'" u~;t't< Lnu makes ~n 
:.rt,; w:1er. t li.re t. t. t. . " 

.. o:i , t he;. t one ... . . 

'i:ht t 10-lso :;,1'fec •s tho Di st1•i c t ? 

Yes , s ir . 

do•• bi g f. .>roblem 1s th:.t? 

.. e ll, i't ' s ... uite c ·r oblem . :::ne:" ve got no.t cbout 
now ..u.cy? 
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I don ' t know, but I assume most every departmer.t 
hlS tnei r credit union. The ~re• sury icu;s one . 
Anu you• ve got to exttninc them. 

o'lc 1 ve got to • 

!.obouy gur.rentees tneo? 

.lo , no . 

It 1 s c:..n e::1pl oyees 1 or&a ni~& tion. 
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• elL, ,;e 1 ve "ot cer,;< in r es.,onsi bili -:i es u1a cer'tl in 
su;)ervision. 

It ' s in Fbru Creuit . 

'I hat • s right . 

'•· hy don • t they ex£. min" Lnom? 

./ell, t hey ao, I think, l,ut ~!l· . 0 1 \.:onnor is in cl•rrge 
of Lll bankinr operctions here . 

, re you o.irectea or co.u ..• i tted or ' ~thorized? 

I :. .n u.ire~tec to ..10 it . ·;o cnoice rbout it . !/o , i f 
I uza, I woulan ' ~ even both~r .ith i't . I 1o ju.t step 
out of t 11e pi~t__rfw . 

I see . 

~-.o.i, tilt. t 1 s t.~;\2- t . :~o .. , tne .Jru.,~· other one, :!.r . 
Secret~ry , tnt.t I 1 (l bE. lnt"restecl. in <1e.~in is just 
the naendment on ~-'" ~cymt.nt of l!ivic.enc.s , le~>ving 
tue s tGtute exactly ~s it is .ith toe exce~tion of 
giving tue rignt to tne benAs to p~y a ivioends es 
the .:>irectors • ••• • 

. /el~ , tney are doing tht•t no•N . 

Lot of them ~on ' t do it . 

I me&n lot ol' the:n ere doing it . 

Ob yes . 
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olell, tha t isn 1 t som€t h i ng t he t you • ••• 

That ' s rignt . 

::hat? 

1'll r t 1 s right. . 

But they ere - i 1. 1 s being done . 

Ta&t. ' s rig~t. . ByE ·rett ~:ny 01 them. 

So I ~ouldn 1 t say ...• 

llo , can' t SEY tilt t is ntocess1 ry . 

hll rigat . 

'l'nen th<. t ' s .Il'J - if I ct n t:ten get t::1ose t;·;o bills, 
building anci l or:n (.nJ Cr ea.it Unions . .. .. 

llo,v , those e r e t3e .... 

~·nat ' s r igh t . 

'l:ao e r.re tne two thin s , ou f~el :. ou h;:; ve - you t re 
ch~r&ed r.i t ll r esponsibility 1 na C6n1 t meet it . 

Tna t ' s rignt . 'Iha t 1 s tue only tni ng, r.nd 11 th<• 
other e6enci es - 1. tiu t 1 s tll rignt '"ith tnell , 
tntn I ' m out of tne ~i~ture . 

_xce~t toose t.no . 

I tnirut tn£ t 1 s aore ttl' n fl ir . 

Thr: t 1 s wht· t I ' 11 do . 

I t hink that' s nore t hEo n fr l r . 

ero Eccles) Ar e you !! ene r ous? 

It i sn ' t a ~uestion of being rr enerous . 

,'ihtl t ? 

It i sn' t a ~uestion of boin~ ~enerous . 
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Do you min d my interrupting? Bec&use I knor. yours 
is so much bigger . Do you minu just a second? 

Go ahead . 

Is there anythi~ tnt t you feel that you 've got to 
have (to Cro11ley)? 

No, we •ll go along . 

You•ll ~o 'long .... 
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ui tn nothing, ,>rovi ... ill;., t,.., t is tn~ gener' 1 olicy . 

You are r.i llin,: to ' s:< for potaing 1f 0 •Connor - a nd 
still see 0 1 Cormor t sl< !"or those tv;o things? 

Thet 1 s right, sure . 

. .'hat? 

Surt: , sure . 

So your position ,·till be tha t •.••. 

That ' s not anything t~t Ne object to . 

ihere is nothing tht t you hr ve tru- t is as •••• 

Toat ' s right, that ' s I'i~llt, wc ' l • .;o a loDL lfith 
t11ose t-.o anc not tsK for u '.yth!.ng . 

Tilen, no.·. , tne .;nole tluru rests .tit<n llarriner • 
Th~t • s the wty I •tnted it . 

\'iell, ther e is some 01 this . .•. 

(Laughing) I thought you' d look at me . 

P.e dian•t he&r that . 

I s&id that's t he YICJY I I'IEnted it . 

\'lith a managed currency . 

Been laying for you, Uarriner. 

That ' s all right. That won ' t be tne f irst time. 
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de ' s still a dipl omat. 

The 10.verage fell o.v, wnen you tell hi m the s tory, you 
t hink he is l i steni ng t o you, but he i s wai t i ng to 
ge t t hr ough so he can t ell one . 

Now, :.Iarriner , t he floor i s yours . 

This !lumber One her e - Sepc.r~:.tion of offi ces of 
C.1::.irc:~:n ~rui Feder ;.l Re ser ve 1.gent - tnct is very 
necessar y . Th~> t - .10 iu: ve put t.ll these Ch::.irmtn •••• 

~ou hlven •t got HIY me::~onn.Ju::l for us , have you? 

H~ hEa it revi sed tnd I uon 1 t have conies of the 
revisi on, so ••..• 

11e lu:ven• t drafted toe legislation . .~e nave jus t 
sttcted w~. t it is • 

But I mean tnis is tho lc.st one? 

This i s t he last one . Tht oorrd ' s been over tois one . 

I assume there ' s no objection to thi s f i rst one . 
Th;.t doesn ' t conflict .'lith tnybody Llso: , does i t ? 

But is t ner e so~etning th;. t i s •••• 

Is i t necessary? 

It i s . 

Before >~~e nt·d a highl;f- poi a Chf ir!l!~n ; ife nad a 
Gover nor . TheY ~htngea the d~:mn set-u~ l ast year , 
ai dn ' t compl et e the job, unu in tbe r us h of t hi ngs 
thi s t s jus t on~ t h ing toUtt was dropped out . 

nell, you •ve been ooor at i ne on it, t hough. 

VI e naven •t got a Chairman in s everal places. 

ell , if you ht.d a pai d Ciu;irmiJ n he coula be the /.gent . 

Yes , but we don ' t 11ant 10 pF i d Ch::. i rmt n . :.e•ve been 
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f'ighting t o - ••e 1V i! go t thc:n on En honortry basis, 
t nd the minute v.t ge t 12 ;n id Chair men .. .. !low, • ou 
s ee, t<l" l::.w - tne i' r;;sidcnt no.~ ln tne lan is the 
Cuief r:.xecuti ve Officer - muue these Gover nors 
Presi t.lents and Chid' l:.x~>cut.ive Ot'ficer, lend we h! ve 
tr~<nsferred most of the functions of the Chair men ' s 
office t o the ban«s , so LS to get away f r om the 
clet.vage - terrible cleavc.ge - c .. a irmen here and 
Governors her e . .'1e ntd b constant clecn .ge . 
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I don ' t see a ny objection to thrt if you' re go'ng to 
nLve b2nking legislati on • 

.. ell, I ttliM tnis, Jesse, tru:t tlu.t isn' t a qfthi.ng 
I)Cr t iculErly , but . ou ' ve got to yo on do.m tnrough 
tnere , because this won ' t in i tself c~:..:se r row, but 
ho" big a row l':ill you t;ct rs you get do.m the list . 

Number Seven is vividenas of redera l Reserve Banks . 
Now, as it i s toaay , the B011ra has nothing to say 
1 bou t d i vicienas . These vt.rious Federal Reserve 
banks decl~re t dividend; it ' s s ix percent cumulrti ve . 
'l'hey •ve a l ways pdd : flE t six . Some o1' them individ­
ually haven' t mnde i t . Noll , i l' one l)ays it a nd the 
other doesn ' t , i t r r ises nell . 

::o", .vlu t we w::n t t o prooose is th:. t it be a four 
percent cumulttive, see , >nu the 3oard then be ~i\en 
the .,ower rltn r efcrer.ce to t he other t,;o , so thr. t 
if t:tey OPke it c.na fed tney should P£Y it, O. K. , 
but c.t le~st ,ou•ve got L :i~ea four percen t inste&d 
of tne six percent . 

Sno<lla tha t be controversit l < rticularly? 

,,ell, i't ~ould be controvershl cs fe.r a s tnc member 
banks a r e concer ned . '!he a1embo..r ban:.ts would want six 
percent mandatory . t:o .: , .fht t we •.?an t t o do •,yith i t i s 
put it on a flat four per cent basis, a nd then the Bo~ord 
m nts the discr E:tioner y po1·;er r s to whether or not t he 
other tr;o should be obid . Tha t gives us a little bit 
of leeway, so if .~e go through t• u times as far :> S 
income i s concerned .•••.• 

'lner e seems to be no objection t o thc.t one 11 you 
hr;ve banking l~gisle.tion . 
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But is J:;ccles maki ng the seperc tion? Ther e • s t wo -
toe t h ings t hat we have no objection t o and t nen the 
tnings t hh t ne feel s he ' s go t t o hove . 

Ee 1 s got t o hLve tae fi r st one . 

lihat? 

The f i rst one . 

Nell ..... 

Yes, I thinit so . 

Sup· osine y ou -.. on ' t get it . 
s<:me . 

I suoJo se •C co..Ud na ve •·one 1..lon· the l ast t~:enty 
yeErs· .vit tout ...• 

I wouldn ' t - i f you don 1 t mind ,r.y s eying s o , I 
wouldn ' t put tn:' t in 11must11 l.ee islr t i on . 

:iell , why - wn~ t ob j ec t ion could there be to v ski ng 
for legislt tion this yeE.r ? v.tK t reb son do we have 
to expect i t v1 i ll l'e e bs i er ntxt. rer r to do it? 

·:ell , Olarrin~r , isn' t t:J1s tnc thing tru. <: .. e lwve 
all , ot t o l't.ce on ltgislL t1on eventut.lly : Tlu t tne 
.EE.Ming Act or 1933 and tne <lUlAin& Act of 1935 did 
certLin thin~s . :;o;;- you ' ve : ot Gove r lll:lent reorgl ni ­
zatio n comin.; c. long here, whlcu unuoubtedly wi ll 
soone r or luter a f f ec t the bl.nkin~ s e t - up . !low, i f 
we wer e go1n1; to sit do,m Rnd 11ork out legi slc t i on 
th&. t .. e ull wo uld l i k e to see , mt.kt it more effi c i ent 
for tht: ooerati on of the bank suoe1•vis i on rmd bunk 
c nar ter iog , wny , ther e ere 1: lot· of th i ngs that .. e •d 
love to have . So i f the r e ' s so~~;tning th~t you need 
par t iculurly to meet your ecergency, wny don 1 t you 
t~e tn&t ana tnen t ry End !~ave it a l one unti l we 
all de t e rmine wh·t to i s wnole Gove r ncent r eoryan12a­
tion amounts to? 

I t aoesn• t meen enyt hi ll6 as fnr t s banlfing i s con­
cer ned . I c~n tel l you t hct right now. 

I ' l l a nswe r your (iuestion , '.'lhy i s n ' t t h i s ye~tr liS 
gooa as nex t yea r ? I t ni nk thi~ year i s ts good liS 
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next year , but I thi~~ th~:t ~ome time somebody •s 
go t to decioe a lot of f undr mental boiLiting legis­
latio n and I uon 1 t think th: t *e are orepared for 
that. Jnd toe oosition ~art I t~ke as Secretory 
of t oe !reasury is this: tOLt I t n ink until •e are 
prepcrea to rE>vlly make the runaunentcl tnilll:S a 
lo,; of us t.re ti.inK~ r bo~tt , tflat ve should £·Sk 

260 

for t he mini:nln 1'or fter tht t l.:onzress will intro­
J.uce some .tind of leg isle tion t.nd pe ss it .. nich .ve 
may not feel is in the be-t int~rests of r.he 
t"irumcic 1 a gencies . l!o1·1 , t ila t is my ·.;hole .Josi tion . 
No •:. , we •ve been doing a l ot of sporr:!.n& arvuna hero • 
. ie h&ven ' t " ot umm to fund: mcnL<.ls here . J,nd I 
think until the Pr esident v.ill ~ive us a l erd or 
direct 1.s t o .;o at t.l i s th111,3 t horoughly, my ,•,hole 
::"eelin ~ i " ;vc should ~: sk for the Nlinimum . ~'l\Et 1 s 
ta6 - end t•lis ye<.r or nex t yer r or t he t ,.irc. yepr , 
I .ne1.n - • nJ I tnillA i f ;~e intro~t..:e soce .:on,.rc..ss 
is goino to i ntroJ.uce ~> lot fnJ .. e ne goin. to get 
some t n tn .:hicn 'llignt be quite; tu.roful . Thf t 1 s tht 
11nole t.1ing . 

Don ' t you think ::e might , 11 .;c introducca .... Of 
course, , ou•ve clwoys go t the cltnrcr of additions 
and : •cndm~;nts if you ' ve got cnything . :ly t:tought 
i s 11' .\L l rt~ &oing to h< ve ony u t ~>11 e na 1 !' we 
can con ine tile l~fislll tion to th<. t '/,uich does 
not inter l'~:re .11 to : nd Cl' Ill .o t bt. controversh 1 so 
~·£'!' ~:s tnt. ot•1oo r ~>;;cnc ies t ::-c c.:>nc~orned ..... /io., , I 
!'eco .. 1 4" ~o r t· r ~>S t:1e Con ·r~ss i t.;el:' is co:;ctrned, 
eny --'f1 S ... Lt i vn .;e l.L.Y lntro..,uce , don ' t ct.rE: t>:t it 
is, so~ebody vn the Hill might object t o i t . But so 
lon~ <' s tne ltogislEo tion t111 1: I mey repose - tht t Lee. 
a na JtJfty he ve no ob .)ection to it - or ti•e hgi slction 
thL 1. .. e .r;y ~t•opose , se me y ht vo no obJection - tna t 
1 t i s - 1 t 1'/ould be of t. non-controversi~:l m t ure from 
an !ldminis trn tion s t~>n"point . If ·!fe e re eoing to nFve 
a ny ~t ell - ~no I can ' t see t~v objection to i ncluding 
tnc t t.~ oe of leg i slE. tion. 

I E.gt·ee .vi th you t~ t wher e i i t;ets into I'unda ltntc.ls 
or· our bnnkillll set- uo ; ou• vc t.Ot to let."'" it elone or 
not nav~ nny t.t 1.11 . 

Well now , !Jorriner , let me bns .. er frow my uoint . 

I would pr~for to have absolutely none, j ust forget 
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the thing ~nd go ~lonr, i f we are goi ng to have 
to go t hrough e7eryth1ng llke t hat, but I d id want 
to get som~ of t h ese ••.... 
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Nou, these t h ings - o.ll thtt t J efty wants is tha t 
Creait Union and t het wouldn ' t be a hell o1 a lot 
i'or n im to absorb, t nd the build inP aM l oan - t hey • ve 
l1 veu fo r 30 or 40 years of the:. t . ,,e •11 go along 
with y ou ,;i •hout e rr:t - the tnree of us go wi "thout 
e cy legi slation . 

r or no1-: long? 

.• ell , "tnere 1 s no I.S" of 
lq~is~::tion unLil you I(O 
sr ys , waere in t.te de vil 

oin.: into t !.is 
in .tno,-:i nr , &s 
• ou ' r<. oing . 

ba nki.ng 
t ne Secr ct&ry 

.'/ell, t:U.s Chair:n~en end 1 -;~;nL tning - .:e •re in L 
t ougn s~ot on th13 Lnin~ . 

l..istcu, ·:arriner , you ' ll be in o grec.t deal t oUf!lCr 
spot if some of those boys up there sugg~st some 
of the things t hr t they 1 Vf yot in mind a nd puss it . 

.. ell, they won ' t; not. 'llUCn clu nee • 

..I!' . Secr e t ar y , my l&g i slc tion v:ill not ;:o before the 
!lanAin - ;: n:i Currency Co:n:::ittt:e . It ·.:>es be:ore t he 
Di s trict ..:o:n:nitt .. e . hrhl lt st yur it; .:L s p~>ssed in 
the aouse - the ~rcdit Union b. thE ~istrict Co~ittee . 

,lo, 1tc1 s !lot b£1\rl:in 1.e·i sll tion . 

TIUlt ' s your Cr eait Union Ln.J ouilciing <.nd loan? 

Y~s , s ir , it ' s~ J i strict ~Etter . 

That t nro1:s "'notot.r ne11 light ::m it; I think he 
should have i t i f i t doesn ' t r o b~fore Banki ng . 

Tha t is something . 

.knd last yebr it &ctUL tly - tne Co!lllllittee on t he 
~istrict in the House pE.sscd the Credit Union . 

'lhen t hE. t m&Jtes it simpler . Co we .nmt to ,>ropose 
f.ny legislt.ti:m t o go before Banki ng &nd Currency? 
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~·or t he time being I would say no . 

lte l l , you mea n not t hi s sessi on . 

I mean for 60 days . 

Well , t tw. t •s all r i ght . Thot s uits me . 

I meen jus t l et toe thin• go for 60 days . 

#hat we •ve got t o do .• • •• 

dell , 6J ~ays is tnE tirs~ of Moren • 

Tnat ' s right, the first of March . 
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I me~n .;-ou can meet &gt-in lind out it off oJ more aeys . 

(Henr ty 11 ugnter) 

0 1 l:onnor : I .<ne.t it r:as some thinf . I .me· .. 1 t was coming along 
some place . 

il . :1. Jr : 

eccles : 

!:1 . • J r : 

Lccles : 

Jones : 

H.M. Jr : 

hccles : 

H. '!. Jr : 

Jones : 

Jlo1·t let 1 s just sum up th, t ,-,e c re ell agreeable 
thut t hese t wo things , building 1nd loan and Credit 
Union, should go up before the Listrict Commi t tee, 
and out s i de of th•t •••.• 

ae defer acti on. 

•••• ~e defer ~ction ana r.e meet cgGi n on the f i rs t of 
:.lar ch. 

Unless one of us thinks for sooc r eason .'lis ••••• 

1he tent h of Yar ch . 

Why? 

Well, tha t ' s cl ose enough- the f i r s t . 

Xou say f i rst a nd you say t he tenth. 

I sugges t t he tent h of \larcn . You can get them lillY 

t ime . 
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Well , let ' s ::Jake it the f irs t . 

All right , I ' ll do tllBt :v1tn you like I agree wlth 
my wife - we make it unanienous ; I r.gree wi th ner . 
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1.e 1ve got cer tain legi slr.ti on here •ha t I' d ha te to 
•et .t hr ough this session without, t1ld I ' m Nilling 
~o ::oit 60 aays for it • 

.lell , :.:arrintr .:Ls rlil J. inz to •• osti)one it for t h1s 
session, Lnd you stiu ••.• 

llo , I &ant it; no, sir . 

You were retay to ivc it up for tnis session. 

No, I \7£.Sn ' t . 

I tXi)ected t iu.t he ' d gtt goo..1- nt turec and f orget 
it entirely . 

;en , I 11 1 be ,>r actical. 1.11 t ne. Boa r d Pnd stEff 
membe r s a re - there ' s cer t10 in or tills legislation 
tne;,r are or e tty s t r ong for . 

It ' s s v;ell to be Lble to hr.ve e tlo:;rd and a stoJ'f . 

To h1de behind . 

,el_, tn;.t ' s righ t . lc..<e - her e ' s one for ins t ance , 
tbt estGbli shoent of J i s count r ates . ~he da~n lew 
suys ,.very 14 ~~ys . These Reserve ba nAs - .it pu1;s 
t neo u;> at;ainst a ,>ositi on her e o:· cc.lling s )lecia l 
Bocr d meetin;s every 14 ac.ys , insteLc of ~egular 
.11eetings ~:.t c ,.;eeidy d&y . t v"r;,· 14 c.a;os - once it ' s 
~onoay, next time it ' s Tuesday - i t makes it incon­
veni ent and t ney all Kick . 

~.ell now, we a r e st.bject to ct.ll , Lt :.tr . Jones ' 
suggestion, the first oi' a!11 rch. Subject to ca l l. 

Regraded Uclassified



Glass : 

H. M. ,Tr : 

G: 

B. I4 ,Jr : 

G: 

IJ . !i •• Tr : 

G: 

B.M.Jr : 

G: 

B. !J.Jr : 

G: 

B.M.Jr: 

G: 

R. ll . J r: 

G: 

I •m fairly well and hope you are . 
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January 12, 1937. 
11: 20 a .m. 

I •m fine . Senator - two t h ings - we just adjourned 
a meeting of our Committee on Banking her e - you know 
the head of the various agencies . 

Yes . 

And I think you'll be pleased to learn that we •ve 
dectded t hat we would not introduce any more legisla­
tion and we'd have another meeting on the 1st of 
!.larch . 

Yes. 

But there ' s two exceptions - there ' s t wo pieces of 
legislat ion which do not go to your Committee. 
Somethi ng which the Comptroller wanted that has to 
do with the District - one i s the Building and Loan -
the confirmation and the examination of these Credit 
Unions . 

Yes . 

And those two things - be' s charged with that respon­
sibility and that would go to the Distri ct Committee 
and we all felt that inasmuch as he was charged vnth 
that responsibility be ought to be able to clear that 
up. I don't think anybody will object to that. 

I don ' t think so . 

But with that exception we adjourned and decided 
wetd not bring any more legisl ati on up on the Rill 
and then we'd have another meeting on the 1st of 
March and talk it over again . 

All right . 

I thought you ' d be pleased to hear that. 

Yes- that ' s- that ' s all right. 

!low - ah - we got word from the Clerk up there that 
there was going to be a meeting of your committee 
tomorrow at 10 o ' clock. 
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And I wonder ed if you wanted anybody from the Treasury 
so we could get ready, if you wanted us. 

I - I may and if I do I •ll let you know. 

Would you? 

Yes . 

So that we could have a little time to get r eady. 

Yes, all right I'll let you know before the day is out . 

Thank you very much. 
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0 : 
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B: 

H. Y.J r: 

B: 

H. I4.Jr: 

B: 

H. Ll .Jr : 

B: 

H. ll . J r: 

Dr . Burgess . 

Hello 

Go ahead . 

Hello . 

Hello s ir . 

Janu.ary 12, 1937 . 
11: 23 a . m. 

Burgess, I hear we have some wide swings in our 
government market? 

Well not very. The intermediate bonds have been 
off some this morning . 

Well they said some of them. 

You can admit this then right along . 

Yes . 

Of course t he whole answer i s the uncertainty about 
these excess reserves . 

Yes . 

I think .. .... . 

·:I ell why don 1 t you tell them what you 1 re going to do. 

Oh well (hearty l aughter) 

(Laughter) 

Well I think we ought to . (Laughter) 

Wel l what are - how much in are you on the 32nds -
$50,000? 

Oh well wel re going in about $50, 000 - ye3. 

About $50,000. 

We haven't actually bought anything this morning. 

I s ee. 
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He says that there• s bids i n r i .ght through with 
t he market . 

Well t he peopl e tel l me here t ;1er e 1 s some as IDUCh 
as 10/32ds. 

Oh well that ' s just paper . 

Paper . 

That ' s just on pa per. 

Ah- ha. There ' s nothing to get disturbed about . 

No - no - it ' s very quiet. 

Ah-ha. 

It ' s very qui et . 

All right . . 
l'le ' l l see that their bi ds in ther e run regularly. 

Al l right now make u p your mind what you ' r e going 
t o do on excess reserves . 

Well I think Marriner ought to 
I think we ought to decide what they ' r e going to do. 

Yes . 

That• s t he Federal Reserve Board. We ' ve got nothing 
to do with that . 

Oh - oh - oh . 

(Laught er) 

You ' r e jus t t he Fi scal Agents for the Treasur y . 

That ' s r ight . 

O.K. 

(Laughter) 

All right. 
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B: 

B. !l. J r: 

B: 

- z -

(Laughter) 

(Laughter) All right, Burgess, goodQre. 

Goodbye. 
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hdvance announcoment in the last s everal ott ering circular• or 
~he Secretary•• intention to make allot Ment in tull on cash aubacrip­
tiona tor amounts up to and i ncluding ~5 ,000 developed a defini te and 
extensive abuse, in that multiple aubaorl ptiona tor $5, 000 were entered 
tllr<>ueh various sources by many aubscrlbera tor the purpose or obtai n­
ing ereat er allo~enta than the subocri bera oo uld have been entitled 
t~ on s atra1eht percentaee baaia. Subaori, tioQS in t he preterred 
claoa tote.lin.; ~:1, 000 , 000 , ~64 , 000,000 e.n4 j9:1 ,000 ,000 were e:>tered 
tor t he bond o1' t eringe in !:Arch , J\lne and Septe ,bar or thio year, lll4lli ­
testl7 tar in excaoa or any ~osaible legitimate Investment requ1renento . 

At a conference ot Federal neoervo bank representatives bald at 
ths Treasury on l~.Y 12 , 1936, opinion was divided as to preterentiol 
allotment - about balt or the banks favori ng a retention or the exiat-
1n& ar:ange~ent and o\bers favoring no advance announcement on thia 
po int, decision to be made b,y t hs Secretary n1'ter subscript ion t igurea 
vera reported. One bank aucgested a reduction i n the amount or preference 
and another ta•ored an increase. 

?r1or to t he O.ce-..ber tinancine the ra tur waa again diacuoaed 
1nrorT~ly with the repreGentatives ot ee• eral or the Federal Reserve 
banks and on Novo.,ber 23 l!r . Bell , t-r . Brou jl ton and Air . Kilby diacuaaed 
the question with tho Secre tary. Dr . i!Urdeaa waa consulted In the 
course or th1e cl1acuaaion. Allotment on a str ail!h t percentaae bao1a, 
wi th no preference , waa auegested. Tbe Seoratar,y, however, wished to 
be free to determine t ba basis upon wh i ch he would make allotnent and, 
therefore , the offering circular was eo draft ed as to permi t wboteYer 
action he ~ ht deteruine upon . 

\ln Dace ber 2 Or . au.raess and l~ . l:at teaon ot Uew York . '~ . Sibler 
or Chica;;o, and ")". Arnold or CbY!Iland, net wi t h ::r. Bell, ::r. Broucbton 
and •:r. !Ulby to diftouaa various aspecta or the coning issue, principally 
with respec t t~ the ~tter or preference on amal l allo~ents and meaeuree 
whereby uniform troat~ent might be accorded subscribers 1n the aeYeral 
Federal Reoerve diatri cta, ~o the end that aubaor1bers wherever situated 
IUght as nearly aa poaaible be restricted to r easonable and leg i timAte 
:requirelr!ents. 

In the absence or any advance announca, ent i n the December offering 
aad with about the a&"'~ vol~e or total oaah aubacriptiona ae in Se~teMber, 
subscriptions t or ~.ooo and less declined t rom 395,000,000 to $7,,000,000. 
':"his .,s an iel)ron.-ent our Se:,>tamber but atill n idenced material padding 
~n4 , accordingly, t be Secretary allotted in tull subs criptions to~ $1 ,000 
and under . SUbscript ions In this class totaled but ~,300 ,000, whtcb would 
i ndicate compl ete 1'ree4om trom padding in this l ower bracket. 
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L&wronce B. lelta8r 
.t.aabt.ar.t Director !' t 

Beaearch and ltatiatiaa 
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DATI Jll.DU&X')' 12, 1937 

Subject: 

l , Treasur;y llillo 

During the flrot four montha of 1936, the &Yernge coat to the 
Treasury of 273-day TreaellX')' billa ranged from .07 t o .13 percent per 
nnnum. Beginning on lta¥ 2 , coinci dent 1'1 th e. doubling i n tho TOlUIIIo of 
the 1reekly bill ofteringo, the ave~e rste on the 273-da7 i uuu roaa 
l!.l.most uninterruptedl;r tor eenral wookt , roaching . 24 percent t11r the 
hauee of JUno 13 Md JUno 20. I.a!edle.tely therea.ttar , men the vol­=• of the ...... 11:17 bill offerings fell back to $50 llilliono , the averace 
M<te declined ~thor abruptly to . 07 percent for the i ssueo of July 4 
and July 11. 

On July 14 , tbe J'oderal Re serve lloard annoUDeod M incre&ee of 50 
percent in the requi red roservoo of member b&nka, to take offoot on 
Augue t 15. Tho 8vernge bill rate t hereuPon rooo to . 12 , . 22, end . 23 
percent for the next three oucceeding wookl7 1oauee, respectively. An 
irr8(:Ular decline tollll•ed , the aver~e rat e r oaching . 011 percent on 
NoYember 21, 1936. 

During the pe.ot o1x .... eke, tho a•orngo coat to the TrealllX')' of 
b illa baa rio@JI asa1n - coi=ident once 110re 1'1 th an increue of $50 
aillione ""ekly in tho volune of the ot!orint:o (the increaaod 8110UDta 
being for ohortor period• than tho uoual 273-day ioouoa) . The &Yo~e 
rP.too ot tho 27J- da7 iooueo of December 26 , 1936 and J enuary 9 , 1937, 
. 29 and •33 percent , roopactlvely, .... re hicher then thoao ot 11.11¥ of the 
p revious i asuoe of 273-dl'.7 billa o1nco tho ooriee of this m&turity waa 
a tarted on l!arch 2 , 1935• The ri se i n the laot eix weeks baa been 
accompanied by oonaidorable public diocuooion of the probability of a 
furt her 1ncreaae 1D the required reaerYeo of member banka aomo time 1n 
J t11'IUe.r)' or J'e b rue r:r. 

2 , 'lreaaury !1o tn 

'1'he a•oraea marbt yie ld of Tre&aury no teo with • tur1 tloa of 
1 to 2 ;reara wao · 0!9 percent on J&nuar:r 11, 1936 , and · 398 percent 
OD J&nuary 9 , 1937• 

There wee eloo an increase in tho &Torege market yield tor Treaour:r 
notes with llllturitl .. of 2 to 3 ;yearo -- f rom · 504 pereant on JIIDU&r)' 11, 
1936, to .977 percent on J anuary 9 , 1937• 

TTeaour;r noteo with aatur1t1ea of 3 to 5 yoare, on the other hand, 
declined in aYer ege aarkot yield troa 1.202 pereont to 1.173 pereent 
between theoa dateo. 
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Secretary korgentbau - 1/12/37 - 2 

Tha market ;yie1da of ell three of theaa ""'turlt:r el&ooea of 
'l'reasur;y DOha have lncreaud eomewbat lha.rp1:y aince the end of 
!ron;aber, 'lhen public d1oau111on of a p roopacthe increase in raurva 
requirellenh of ••her baDlr:a aa becoatn& wideopree.d. Between 
DecM!ber 5, 1936 u4 Jazmar;r 9, 1937, the lncreuea 1n the aarltet 
;yielde of thea• three -tart t,. cl&oaeo or 'l'reeeur;y notes ban b .. n •• 
follower 

1 to 2 :reare 
2 to 3 :res.ro 
3 t o 5 :rea r s 

. 192 percent 

. }19 p ercent 
, 244 percent 

3• j!ankera ' .lqc!!!tanc .. , Qallllonez, and Qo...,erciel Paper . 

'l'be averaca rate on 9<>-d81 b&nkera' accep tanceo i n !lew York Ql t:r, 
which had been . 13 percent alnce lro•ecbar 19}4, rcoe to .16 percent ln 
Jul:r 1936, and to . 19 percent 1n J.llglUt , at .ml.ch leYel it baa alnce 
re::>alned. 

Call mone:r ntu ha•e remained un~ed at 1 percent alnco the 
middle of May 1936, when they were ral eed !rca •75 percent . 

Open- market rateo in New York 01t:r on 4 to 6 months prime commar­
clel paper, aa reported in tho l'odera1 Beaorve :Bu.lletln, ban reMlned 
unchanged at .75 percent alnce about the middle of J anuar,r 1935· 

4 . Factors O!>erath'S to Stiffen Short-'l'eno llonez l!&tea. 

'l'be prlnclpel !actor s O]>eratlna to atl!!en T&rious cl&11 .. ot 
abort-tara mone:r rates are the followinar 

(1) I ncr eeaed and prospective tu.rt her 1ncreaaeo i n 
member bo.nk rotervo requlremenhr 'l'reaour,y bill rates appe&r 
to be partlcu.larly sensi t ive to t bia !actor, because a l&rte 
part of the net burden ot i ncreased rooorve roquiremen•• !ella 
qpon the ll'n York Olt;r banka, wblch p rovide the principal ..,_ 
ket tor 'l'reasur:r b i lla. lot onl7 do the lrew York Qlt:y banka 
nor.all;y carr;y a relatlvel:r saaller volaae of exceoa reoerTea 
than other aanber banke , but, beCN>u of their l arge boldln&o 
of depoal t balance• ot other banka, .mich ha-re to draw upon 
such balance• when reaerve requlraiDto are lncreaoed , the J:ew 
York 01 t:r banlca recehe a double brpact troa an:r increaaea 1n 
reaerYe requirementa . 
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Secretary Korge ntbau - l/12/37 - 3 

The eontident le.l repor t of Deoeaber 10, 1936, of the survey 
made by the reder&l Reserve Board on the d1otr1but1on of exceoa 
reservea &DOD« member banks durin& tho firat half of Hoveaber in­
cludes the following atatetlent : 1 In the &ggregate the .. mber 
benl<s l n liew York Ci ty h<.Ye tNbot&~>t1&l exceos reaervea, a:oount­
lng to $734,000,000 during the firat h&lf of Ho-.enber 1936. 
l!o....,ver , a aurvey e&de &a of liove:ober 4 , 1936 of the reserve 
position of thft 75 largest weekly reporting mecber banko ohowed 
that e.t that time t he reserve b&ltmceo of one of the lAreeot 
New York mecber banks were insufficient by $29 , 000, 000 t o meet a 
33- 1/3 p ercent increase in reserve requiremen t s . Three othor 
New York banke , eomewb.~t smaller , had reserves inaufflc i ent by 
$30 , 000 , 000 , $22,000,000 and $17,000, 000 , respectively, to neet 
aueh an lnereaae. This , of course, io entirely a9art from tho 
foet that aone of t hese banks l!Ould have to provide add1 tiol>l\l 
reserve tUnda not only to n eet the increase in their own reoerve 
requireaenh but to aeet 'ri thdraw&la of bal&ftcoa by country cor-­
respondenta.1 

I t is natur&l to e%9ect that Uew York City banks , amone 
otllers , han becun to adJust th.eir poo1t1on wit!\ respect to tho 
prospective further incraese in r equired reserves : and t hat this 
factor would operate t o e tiffen t he m t ee on Treasury b illa . 

(2) Altered prospects of Treatury financing: fhe lnorease 
in tile market yields on shor t- terc Treeoury notes J08¥ be attrib­
uted in p art to the p rospective further incrMses 1n reeerve 
r equiretlenta and in further 9&rt to the ,;rowing pr ospect that 
some or &ll of theoe notes !!J1>:1 be p&id ott in cash at maturtty 
r ather th&ft refUnded into t1m1l&r or longer--ten> obllgationo. 
Tba ;rieldo of our abor t-tena note heuee in recent years han 
reflected not onl7 the level of abort-tel'lll interest ratsa ao aucb , 
but &lao the anticipated. preml.umo tbet would be enjo;red b;r note 
hol der s as the result of the Trae~NTY' s practice of offeri"6 such 
holders preterent1&l or exclusive allotments t o r e tund1ng · ioaueo 
priced below tho me.rket . The gro'ri"6 re&lization that a reduc­
tion in the YOlume of the available AmOunt Of public debt eeC'.&r-
i ties h likely to take pl ace 1n tile near future - - in o.dvance 
of the achievetlent of a atrlct budt;et b&lance - has d1m1nhbed 
tbe pr eniUIII which the market 1e ttill1"6 to pay for the prospec t 
of p r e!erentl&l &llotaents to retundinr, 1oeuea. 

In t his connection, the J'l.rat :Booton Oorporation, one ot 
the largeot Oovernment bond boU881 in the country, took the 
u:DUO'.lal step of decl&rift«, 1n a l etter to ito cu.atomero doted 
November 28 , 1936, in part aa followe r 1 I t appears , tl\eretore, 
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t hat any pr..,iw. paid for .pecial p rivile«es through the tUl'D­
iQg in of -turing obligation• for refwlding obligations 1e a 
decided gamble in the eo.ea of all tho .. maturing on and after 
Septe~ber 1937 , and probably only •omewhat lese of a gamble 
tor thooe maturing in A_vril 1937•' 

It 1o eign1f1cant to note , as ftG previouely b rought out , 
that the &Tertl€e ;rield of Treaaury notee of 1 to 2 years ' """" 
tur1ty and of 2 to 3 yearo ' maturity baTe increased OYer the 
;rielda of cpproxime.tely n year e«o , wbereaa the avel'tl€e ;riald 
of thoae with maturities of 3 to 5 yeare baa declined. I t is 
the ehorter-tera no t ea 1thich ,.,uld naturally reflect coot 
o!>arply the db:Uniahed pro.pect of retullding on faTorable 
tenJa . 

(3) Increand comercitll delO&IId !or bank credit: l!etween 
JanUl\17 8, 1936 and J8l1Ul\17 6, 1937, the •other loans• of week­
ly reporti ng meeber banka inc~eaeed by $932 millions , or 19 per­
cent . Thh increau, reflecting a lar&er aggre;:ate T011ll'e of 
buoineoo , Md larger 1nvontor1ea incident to such incr ease, aa 
well aa incident to the recent rlae ln co~odity priceo and a 
threatening labor aituation in cartn1n lines , ms:y be e:oey>ected 
to continue , after allowance for eeaaonal adjustments. 

(4) J. g8neral feeling thnt the spread between ehort- term 
and lo"€-term r ates baa been o.nd 1a unduly wide, and that the 
nart>ol'ring of this epread will t8ke pl a ce core largely throueh 
a rise in abort-term rates thnn by ~ further pronounced decline 
in lone;- terc rateot long-term raho are inherently atabler 
than ahort-terc ratea. There bava been f r equent p eriode in 
the 'O&a t when ahort-tet"D rateo han fluctuated substantially 
&boY~ and bolow l ong- tera ratea without prono>mced effect upon 
the laHar . 

It 1o intereeting t o note, both 1n thia connection &nd in 
eol\llection with the preeedint; diacunion of the iaprovoment in 
the Government ' s financu , t hat dur1ne; the decline in the bond 
carkot , which b~an at the end of Novembet' 1936 , the longer­
term Treasury obligationc baYe given the beat market perton-
1\1\co. :ror thia purpose , we ms:y divide t he outate.nding Tree.auey 
bonds i nto three claaaea t :rirot , thoee due or callable by 1941; 
second , those due or callable between 1942 and 1945 , inclusive; 
and third, those not due or callable until after 1945 , 
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Secretaey llorc-ntbau - 1/12/37 - 5 

:Betnen Deeeaber 5, 1936 and JeAuuy 9 , 1937, the o.n~e 
;yield of the firat cl&u 1.ncreaaed b;y .221 percent: the an.-. 
age ;yield of the .. cond claaa 1ncrea .. d by .113 percent: and 
the e.Tera&e ;rhld of the loDgeot- tera obllp.tiona increaaed b;r 
onl;r . oo4 percent. J.,..n after allo,...,ca for the illherentl;r 
£re&ter fluctuation• in ;yield of ohorter-term obligation• aa 
8g&lnst lo~~ge.-.tera obligations, the w;peri or baharlor of the 
loDger-tel'l!l bond iuueo dur1Dg th1o period has been elgnU'icant. 

The foregoing reTiow indicates that there are factor• 
operating toward aomewh&t higher ohort-term money re.tea . !here 
1a no eTidenee aa ;ret that theoa f&etora will be of surticient 
otreDgth in the near-term fUture to produce more than a moder­
ate further riae in auch r atea . And there 1e no eTidence what­
ever aa yet ot 8ZJ:f near-term prospectin increace 1n lcllj;el'-te%'11 
ntea. 
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January 12, 1957. 

Re: LegislAtion recoaaended b)- the 
Coaptroller or the Currency in his 
annual report to Congress !or tbe 
TB&r ending October Sl, 1955, which 
it is propoaed to introduce at tbe 
coming session of Congress. 

'ftle legialation reco.:ended b)- tbe Co.ptroller o! tbe 
Currenq, which it. is proposed to introduce at the COlling session 
of Congress, appears to be the aue ae that included in B.R. 1214.47 . 
and S.451G- 5.4515, inclusive , 74th Congress , rlth the exception 
or tbe proposals relating to tbe bullding and loan code tor tbe 
District of Columbia. 

It ie not within 1rf province , nor is it 11f desire , to 
criticize lesislation proposed b)- the CoDptrolle.r of the Curreney 
which affects only the ada1nistr&tion of his duties 1n tbe super­
vision o! national benl<s. liT sole intereet in tbese propoeed 
a.endaenta ia tbet tbq shall include provisions which rlll clear­
IT and de!1nite1T etate that th8T 1n no n:y supersede, con!lict 
rltb, or ~t tbe existing Jl011&rS o! tbe Fedarsl Deposit Insurance 
Corporation. 

liT euuestions rela tin& to the legislation proposed 
last Tear were presented in JJrf testiaoQT on MaT 11, 19l56 before 
the CoiDIDittee on Banldng and CurrenQT ot the Bouse ot Reproeente­
tives, a cow ot which is sul:ll1itted herewith. 

No eo-ente have been •de previoua!T rel&tin to the 
proposal that the Co~~ptroller be authorbed to iasue wbate-.er recu­
lationa he deeeed neces&arT !or the perforMDee ot his chltiu, 
inuwch as the Bouse eo-ittee had eliainated the provision. 
Since this proposal is to be re-introduced it is requ..,ted that 
it include a prorteion to the effect that no regulations to be 
issued under tbe proposed authorit)- would 1n arr:r n:y eontliot rlth 
the existing po•ers of the Federal. Deposit lnSilriUlce Corpontion. 

LD> t. CROIILJ:f, 
CbeirMD. 
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!.E!o: ORAliO U\h 

Docember 18, 1936 

Ro : Legisl&tion rec~nded by Cooptr oll e r af 
the Currency in his annual report to Congress 
for the year ending Octobe r 31 , 1935, which i t 
is proposed t o i ntroduce at the coming seaalon 
of Congress . 
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l. CAPITAL REQUIREMJ:.!ITS fOR CJUVERSIOll . In many cases , ata t e bank a 
have he retofore effected the eliminatiOn or lossec and depreciation on se ­
curities and have made adjustment or their capital structures by the reduc­
tion of their common capital and by the issuance of caplt&l notes or deben­
tures . Theoe capital notes or debentures ~~ro !esued because the law$ of 
tho state did not peroit the Issuance of ? referred stock by such state banka. 
7h03e capital notes or debentures do not constlt~:te capital mthin the mean­
'"€ or the provi sions or the nat onal b.nklng lnws . ln ··~· of these cases , 
the amount of coc:mon capite! of the atete benk la not st·fflcient to meet t he 
requlreoents of the national bL~kin~ lawa as t o the necessary aoount of cap­
ital o r a ::tate bank. conve r ting into a nAtional baHicin~ associat ion , but the 
ag,~rorn.te or s uch cornmon capitnl and capital notoa or debent ure s would be 
sufficient . 

It Is pro posed that Section 41 of tho Na t iona l Ban.king Act (Sec ­
t ion 515~. Uni t ed States Revised Statuteo) bo amondod to prov ide that , f or 
tho pur pose only of authori z in~ the approval ot the ccnver3 ion or a 4t a te 
bonk Into a natiGnal banking association, the Compt rol le r of the Currency 
~Ay treat capital notes or debentures aa capitnl in those cases whe r e the 
Co:nptrolle r of the Currency is assur ed , prior to his appr0\'&1 of the conver­
olcn , that preferred stock will be issued by auch state bank as soon as tho 
sa~ has boon conve r ted into a national banking aasooiation , where upon the 
capi tal notes or debentures of the bank , whloh are bills poyable insofar as 
rAtional bar.kinc associations are concerned. would be re tired . It is not 
diff icult to prccure such assura_~ees . The Co=ptrollcr 'a o~tice has deYised 
a very successful cothod of pr ocedure to acoompl!oh this end . Such c:ethod 
has been employed to effect the subst itut ion of preferred stock for such 
capital notea or debentures in certain convoraion casea where t he s tat e bank 
had suff!olont oC~Cmon capital to .-.eet tho requlroJIIents of the national bank­
ing law but who re the Co~ptrolle r r equir ed assurances that tbe capital no tes 
or debentures or the bank would be retired and preferred stock issued in 
lieu tho roof . 

2 . LIABILITY iJPO!I 
SOC IAT Io::s RESULTING }'RJM"""i'EE 
SYsfED. Under the prOVTSions~~~Et~niTsT~~~ •• ·l~~~~~r:s:iiiuti~~~ 
tho United States ar.d Section 23 of tho ;'oderttl noeo rvo Act , the holde rs or 
at.o ros or connon stock ol a nlltion<>l bankin~; auuclntlon ""' individually 
reaponaible i or ti"1e contracts , debts and oa"'a,ementa of the assoc iation 
(the so- cal led double li~bility) . Sect ion 22 o! t~e ranking Act of 1933 
pro•ridod that the liability L"'posed upon the holders of sheros of co=on 
:took of a nntional banking association by t he pr ov iaions of Section 5151 
or the PO\•hod Statutes of the United Statoo and Section 23 of the Federal 
iieao rv~ Act, ohall not apoly with reapoot to ahareo In any nat ior.o.l banking 
association 1osuod afte r June 16, 1933 . Section 304 of the t anking Act ot 
1935 pro•ldod that tho liability Imposed upon the holdor e of shares of co=­
mon stoolt or a national bankL1g association by the pr ovisions of Section 
'5151 of the Re v ised Statutes of tho United States and Section 23 of the Regraded Uclassified



Federal Reserve Act, •hnll cecse on July 11 1937 with respect to ell shares 
issued by any national bnnking i\Ssociation •ohich shnll be tranMcting tho 
business of banking on July 1, 1937, provided the notice r equired by the 
snid Section )04 shall first have been given , It is clear , of course , that 
shares of common stock of 8 national banking usociatiGn chartered subsequent 
to June 16, 1933 are exempt from the so-called double liability, But it is 
not clear that shares of co111111on stock of a national banking association re­
sulting frOCI a conversion would be shares " issued" after June 16, 1933 and, 
therefore , execpt frOCI the so-called double liability. And , if such shares 
are not shares •issued• after June 16, 1933 then cocpliance with Section 304 
of the Banldng Act of 1935 (six months' notice by publication of intention 
t o terminate such liability ) would be necessary for each converted national 
banking association even though the conversion were approved by the Co~~trol­
l e r s ubsequent to July 1, 1937. 
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'l!hile the matter has not been determined by the courts, the 
United States Supremo Court (Michigan Ins . Bank vs Elrod , 14) U. S. 29J) held 
that the conversion of a s tate bank into a national banking a ssociation doe s 
not destroy its identity or its corporate existanco) that it is not a closing 
of business but simply a continuation of the same body, w1 th the same orticers 
!!!J!! the ~ stockholders ,~he same property 1 assets and bus iness of banking 
unde~ a changed jurisdiction, In order to fix the liability of the holders 
of shares of co::.:oon stock of a converted national banking association on a 
parity with ~he holders of stock of a newly chartered national bank, it is 
proposed that the liability imposed upon such shareholder s by the provisions 
or Section 5151 of the Revised Statutes of the United Statas and Section 23 
of the Federal P.eseno Act , shall not apply with respect to shares in any such 
association resulting from the convers ion of nny bank incor porated by special 
law of any State or of the United States or organized under the general laws 
of any State or of the United States in t o a national banking association after 
July 1, 19)7. 

J , DIVIIENDS ON Ca.!l!ON SrocK. The matter of the payment of divi­
den<lo on shares of c.,.,c.; stock of natiO!'.al banking associations causes man;r 
inquiries to be cade , indicatin~ considerable confUsi on in the minds of bank8rs 
as to the meaning of sooe of the language of the statute , The responsibility 
for the declaration of dividends on shares of stock of a national banking as­
sociation rests with tho board of director s , The question of the soundness of 
the provisions of the statute that dividends rray ba declared only semi-annually 
hns been raised to a v~ry considerable extent, The terms used in the present 
law (Sections 5199 and 5204 of the Revi sed Statutas) are not defined . When 
the so-called double liability was removed from tho common stock of a national 
bank by the provisions of Section 304 of t he Banking Act of 1935, it wa s pro­
vided (Section )15 of the Banking Act of 1935) that the surplus of the bank 
should be increased until it reached the amount of the bank ' s cO<rJDon capi tol , 
In t he present law it is provided that dividends may be declared semi-4Muall;r 
and that before the declaration of a dividend on its shares of cCICIIOCIII stock, 
the bank shall carry not loss than one- tenth part of 1ts net profits or the 
preceding half year to its surplus fUnd until the .....,. shall equal the al'IOunt 
of its common capital , 

Sect ions ' 1.99 a:\d 52• 4 of t.ha United States Revised Statutes per­
tain to the a>atter of t bo pa;rmont of di vidends on shares •f common s tock of 
8 national banking as sociation and, necessarily, have to be read t ogether, 
H is proposed that Section 5204, United States Revised Statutes , ba repealed 
and that l;<Jc t ion 5199 be restated so a.s to include the oulostance of both 
Sections 5204 a nd 5199 wtt.ll s011a change& as herein indicated. 

To avoid aab1gu1t;r the terms ueed in the new Section 5199 should 
It is propoeed that the definition •net addition to profits" 
out the 1tea that bas been used by the Comptroller' s office for Regraded Uclassified
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year~ to determine the sum that must be t ransferr ed to SUfPlus in order ~o 
~cat the requir~ent that t en per cent of the net profit s be transf erred to 
surplus befor e the declarat ion of a dividend on shares of c~on st ock, nnd 
that the defini tion "bad debt " be liberalised so as to el ir.linate the i nequi­
ties in t he present statute . It i s also proposed thnt statutory bad debt s 
be disassociated from losses and that the transfer of ten per cent of t ho 
net addition to profits to the surplus of t he association be oisassociated 
from the payt:~ent of dividends on shares of cor:u:~on stock. EXcessive statutory 
bad debts would cont inue to operate as a lioitation upon the abi lity of the 
associlltion to pay dividends on its shares of cam:on stock . The t ranafer of 
~En per cent of net addition to profits for each s1x months ' period to 5Ur­
plus until the S\!rplus eqll3ls the =nt of the c01:1:10n capital of the asso­
ciBtion should be ..ade canciatory i r respective of VJhether or not a dividend 
is dccl.nred upon shares of COL"Don stock of the association for such period . 

It is al so proposed that dividends on shares of common stock may 
be <lcclarcd by t he board of director s at any time thoy deem expeC:ient, pro­
vided the associ ation ~~s sufficient undivided profits then on hand, instead 
of sc:U-annW>lly only as now provided by statute. In keeping with thO policy 
of buildin( up the surplus of each n.~tional bankinc association to the aoount 
of its c~on stock to c~Jpensatc for the el~nltion of the double li~bility 
on the !.olders of shares of Com::!On stock it is likewise provided that the 
surplus of a r41tional bankins association nay not be reduced belcm the ru:.ount 
of its coc~;on capital, axccpt for the purpose of chtlrgine off losses or for 
the purpose of paying ci vidcnds in comr.ton stock in accordance 1':'i th the pro­
visions of Section 5142 of the Revi.scd Statutes of the United States (Divi­
c(nda peynbl e in shares of comoon stock) . 

4. FEES FOR EXA!'INATION OF CiiEDIT UNIONS. Under the provisions 
o! tho Act of JUne 23, 19)2, the Comptroller of tho Currency is requir~d to 
~kc cxar.inations of credit unions incorporated under the sai d act . Thoae 
credit unions ar c increasing in number and in the volume of their assets . 
The rate of cocpensation fixed ~ the present law is insuffi cient t o pay 
the :>ctW>l costs of such eXru:tinations and, as t1 cons£-quence, part. 01· the 
cost of cx.llllinat ions of credit ur.ions is being paid for ~ national banking 
a:sociations. This =~ndmcnt provi.des that the cr<.dit unions shall be ns­
S<.sscd by the Co~ptrollcr for the actual cost of cakinc the CXSDination re­
quired under the act . 

5. RffiULA'l'ORX PO.IEliS . Congress has heretofore granted to tho Boord 
of Governors of the Federal Reserve System, tho Bo::>rd of H rectors of thu 
Federal Deposit Insurt~ncc Corporation and the Socul'ities and E:xchange Colll­
mission c~rtain re[Ulatory powers . The Comptroller of the Curr~;ncy has no 
au~hority to issaE rules and regulations except &s to the defi nition of the 
~<ro "ir.vcst..ent securities", and except as to lioi til\6 and restric~iJI& tho 
purct~sc of •investccnt s~curities• ~f a national ~nking association for 
its ~ account . 

The numerous changes in the proVJ.nons of law relating to na-
banks duri ng tho past f~ year s necessitlltc interpretet ivc rulincs 
Cocptroller of the Currency . The Comptrolltr of the Currency is in 

closer contact wit h t he Congress and the committees thcr~of than are thoso 
persons who are Cirect ing finnncinl institutions which ar e under t he super­
vis ion of the Compt roller and, consequent ly, t he Comptrol ler of the Currency 
is in a position, through tho issuance of regulations when necessary, to 
carry out the intent of Congress in enacting banl<ing laws . I t i s proposed 
that the Comptroller of tho currency should be author i zed and eapowered t o 

such rules and regulat ions as =Y be necessary and proper t o enable 
hi= effectively to perforc the dut ies, functions or services imposed upon 
hi= under the provisions of the laws relat ing to national banks. 
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6. .\PPORTIOll'E.IT QE. S.\I..lJI.IES. 'l':le aalarieu of the fi r st nnd 

second Deput )' Comptr ollers of the Currency are fi xed by latt ns a part of 

the expense of the ext~~:~lnntion of national bMko and are pnid f ro"' aueoa-­

=•nts levied by the Coeptroller of the Currency upon nationcl banks. '!be 

Comptroller of the Currency is at thorlzed by l orr to apportion the aale.ry 

of the third Deput7 Co!IIJ)trol l er c! toe Currency in accordance vith the 

duti es performed by hio . At tho pr esent tlmo ono of the most i mportant 

functibns of the Burenu Ia the l1qu14c.tion of national banks in r eceiver­

ship and the first Deputy Comptroller of the Currency 1e dovot1ng hit ef­

forts oxcluslvoll" to that function. 

It Is proposed that tho Comptrol ler of the Currency should 

be ~uthorlzod to apportion the salaries of tho Doputy Comptrollers nnd of 

other officors and employees of Ius Buresu who are per forming dutioa in 

connection with ClOre than one administrativo division or branch of hh of­

fice to t..'le one that the 3pportlon=ont of such salaries eaong the f'undo 

under tho control and oupervialon of the Comptroller would be fe.ir and 

equitable . 

7. BUILDING~~ C~D~. 'l':lo present code of lnws of tho Dis­

trict of Columbia respecting buildin& N>d l oan nasocll\tlono Is very I!Uld&­

quatc frc:o tho vie"J>olnt of both tho associations end the supervisint; 1\Uth­

orlty . Tho present code does not prescribe oound prncticoo for t~o conduct 

of the bus!neas of such associntion, but leaves the determlnntion of the 

~nnnor in which t he buelnoes aball be conductod to the assoc iations them­

selves throug.'l emJ)O'>ering them to dotert:~ine such :onttere by by- lart . The 

tems usod in the present c~de are not defined. '!'he supervising aut..'>ori ty 

Is poverlon to tnke any corrective steps prior to the lnoolvenc;r of an ns­

aoclation . There ia no eut!lori t;- for conaol1<\4Uon or for the appointment 

of n conservator therefor . Thcro 1a no requiroment for reserves . Bullding 

associations Ell!\;' charge premiums or memborshlp foea which premiums or mombor­

s:llp fees are sometlmoa used for the p"¥l'en t of promotion expenses . Funds 

"'"" be vi thdrMn at M7 tioe nnd f1xed rateo of Interest are pnld on various 

accounts. Thn public. generally apeeklng, do M t underotlllld t!lnt when they 

POl' mono;r Into building and lonn aoaoclatlona t..'loy nre .Ubocrlblng for aharea 

of stock , nor thnt ~hen th ey borrow monel from building aeaociationa thoy 

have no act-off for the amount po!d in in amortization of the ecount borrovod 

ll(tainst tho fnce lll!lount of t:•e debt to the 1\atocintion. 

A draft of a p roposed code of lnwa for buildir.c N>d loa.'l noao­

clationa In tho District of Columbia, which ~n• prepared prior t o the App- lnt­

mont of n receiver for Fidel!~· Building end Loan Asaocll\t lon . Is no~ In the 

hands of tho General Counsel of tho Treasury Depar tment for s tudy . Tho ex­

perlcnco of the Comptroller' s offlco in adciniaterlr~ the receivership of 

Flde.li tv• Buildin& and Loan Ji.osociation has dioelosed certain ot!>er "eoknesses 

In L~o presen t law. It ia also doolred to include certain proYislono recently 

considered and approved by t..'le llntlonal Association of Building p.nd Lo:m SUper­

visors. Aa soon as the non drnft lncorpornting the ~ddltlonAl featuroo hns 

been co.,ploted b7 the Cocptr oller1 s office it "ill be forniU'dod to tho General 

Counsel of the Treasury Department for consideration. 

lh!lo L'lia pe.rticule.r piece of leshution cay not be of IWI 

special Interest to ot..'ler banking egend.es of t..'le Govenuoent, And :>auld con­

cern onl;r the Secretary of the Troaaur'.f and the Compt roller of the Curronc7 . 

b7 r oaaon of tho letter ' s juriediction over theao associations in tho District 

of Col~bie, the gatter is referred t o in thio memorandum by reason of tho 

feet t!lo. t t:.a last report of the Comptroller rocO<Dended the cnactm~nt of a 

""" code ~~ le.wo for t he District of Golumbia in respect to buildi~ll:ld loan 

nssociatlone . It 1a proposed that .the nev buildin& ~~:~d lonn co<\4 t or the Dis­

t rict of Columbia ~~ould givo to t ho Comptroller of the Currency such power s 

ns are proper t o enable him, as tho supervi sing aut horit7 , to control the or-
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gdniz~tion of new aaaooiationa, to proper~ superviao such asaooiations as 
goi;:g concerns and to !ao111ta te the reorge.'>i zat1on or l1qu1dAUon of insol­
vent asaocia~ion~ 

A:Dendment t o Soction..>a of tho A.ct of June 30, 1876 
(Title l Z, U, S\0 . Sec . 197) not included in the last 
report of tho Comptroller ot the Currency to Congreaa 
but btro~.ueed 1:1 the last Congress and kno= as 
Senate Bill 4510 . 

8. S!!.!JGH~tp!liS' AGB!i'l'. Under the preao:-.t la:r, 1>henevor all cllll.J:Ia 
of the creditors of a national bank in receiverahip ahall have been paid, 
and all OX¥enoes of tho receivership shall have been provided for , the Comp­
troller of the Currency is required to call a meeting ~f the a~oroh~lders of 
such association for the purpose of determining ~>hether the receivership 
shall be continued for tho benefit ot the shareholders, or a liquidating 
agent electad by t!l.e a!l.areholdera for that p.~rpoae. t.:nder the present law 
c~ Rdminiatrative difficulties have been encountered, tha aolutiona o~ 
<>hich 1\re important t .. tho Comptroller ' a office by rei\Son of t~e large n""'"' 
ber of roceivershipa being supervlaed b:r him , the conatantl :; increasing num­
ber of which are rei.\Clling the stage where , under the le..,, the shareholders ' 
meeting must be called b:r the Comptroller. The manner provided in the pres­
ent laB for the electing of a shareholders' agent has pr oven to be inequit­
able in I:IAillf cases, in thnt a large ahareholder llho haa not paid hla assess­
ment ~·, and a•~etlmee does , control t..'le election of the sha.rebolders 1 agent . 
electing ~imaelf aa such agent and pa.ving himself " ailary thnt consumes a 
major portion if not oll of the returns to the agent from the ;1qu1dation of 
thO balance of the aaaeta in his handa . 

Vi t!tout disturbing the mothod n011 J'rovided by lav for the pro 
rate diatribution or the proceeds of the assets among sl1areholders after thoae 
shareholders who have paid assesamonte have been poid in full , tho p roposed 
amendcent ehould provide thBt in event the esaeta are not sufficient to com­
pletolJ' reimburse shareholders .. he have paid asaeaaments levied upon them , 
the percentage of aggregate liability upon such auoasmen t pald in b:r each 
sharo:1older shall, as nearly as pouible, be equalized in that >there some of 
the shareholders have paid greate1 _percentages of their assessments than other 
shareholders, t~e shareholders J>Win& auch grenter percentages ehall , in each 
case, firat be progreaa1vely reimbur aod t!l.e exceaa of their p~ento over 
those of aald other shareholders, to the end that after such adjustmenta of 
excess percentages hevo been made, all a'tar ehol dera aholl have due thm the 
ssme percentage of unroimbur scd aaaoaoment , and thorenfter reimbureement ehall 
be made to all shareholdere upon a pro rata baaia . It is propoaed that this 
aoendmont a.'lould provide that "~onever all claims ot creditors of II Mtionnl 
bankin& aaaociati<n in receiverehip ahall have boen paid the fUll llliOunt of 
•me!\ claima, together <>it!\ interest t!leroon at the rate of three por cenW.. 
per 1\M\:111, and all expenses of the receivcrehip shall have been provilied f er, 
the Co~ptroller of the Currency m~ continue , through a receiver, the liquida­
tion and collec tion of tho assets of ouch association and of unpaid assess­
ments on ahar~'loldera, cr the Comptroller of the CUrrency mav cAll 1\ meetin& 
of a.'lareholdera for the purpose of electin& an o&ont and an executive com:ol ttee; 
s-.JCi'l n&ent to cont:luct the llcr..Udaticn and cellection ot t:.e aaaoto for the 
benefit or the shareholdero of the nnociation in nccordrulce 1>1 th l&v Md under 
the aupervieion of the executive coooitteo, v~ch shall consist of not lea• 
th.., three a.'lareholdero alacted by the ah&reholdera. 

L • .l. XELLJ 
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CONFIDENTIAL 

LI:>T Of SUCf;t.STr;D hl!E!HlfAENTS TO THE LAVIS AFFECTING 
'TH~ F:O:D!mAL R£SERV.; :?X Sru.t 

SECTION 4 OF THE ~~ERAL ~~RVB ACT 

L-475 

Separation of offices of ChairiiiWl and Federal Reserve Agent. -
An amendment authorizing the Board in its diocretion to designate one 
or the clas:; C dir ectors to serve only as Chnirman of the board of 
directors of the Federal Reserve bank and to appoint a different per­
son , Vlho need not be n director , to serve as Federal Reserve Agont. 
In such event , relieve the Chairman of all stututor,y duties except 
those of director and the duty of presiding at meeti:lgs of the board 
of directors . The amondment ... ould be so drawn that the requirement 
of tested banking experience would not apply to the separate position 
of Cllairl!lan. Al50 an woendment authorizing an Assistant Federal Re­
serve Agent to porCono the duties of the Agent during a vacancy i n 
the latter' s office as distinguished from the absence or disabil1 ty 
of the Agent and eliminating the requirement that an Assis tant A{;ent 
be a person of "tooted banking experience". 

SECTION 7 OF THE FEDERAL RZSERVE ACT 

D1 vidends of Federal Reserve benks. - An amondmen t forbidding 
the Federal Reserve banks to pay mor e than a four per cent cUIIIula ti ve 
dividend, except that, mth the consent of the Board, they msy pay 
an additional non-cumula t1 ve dividend up to two per cent. 

SECTIO!I 9 OF 'lliE FEDERAL ReSE!!VE ACT 

Capitol requirements . - An amendment modi~ng the capital re­
quir ements for admission of Stete benks t.o membership in the Federal 
Reserve System so <18 to place such r equirements on the basis of co.~ 
ital adequate in tho judgment of the Bonrd o£ Governors in r olation 
to deposit and other corpora te responsibilities rather than upon 
arbitrar,y requirements bnsed on the population of the place in which 
located; together with o. s1JD1lar amendment to the law reg:u-ding co~ 
itsl requirements for the orsanizatioo of national banks , substituting, 
of course, in the latter case the judgllent of the Comptroller of the 
Currency for that of the Board of Governors . However, there should 
be retained the r equirement that no national bank ~ be organized 
with a capitw leas than $50, 000 in any co.se and no State benk msy 
be admitted with a capital less than ~50,000 except in those ca ses 
wher e a capi tal of ~25,000 is sufficient under the present lo.w. 

Also an amendment to provide that a State member benk or a 
nationoJ. bank having bronchus shall hnve capitol adequate in relo.t.ion 
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to its deposit and other corporate responsibilities, 1n tho judg­
e>ent of the Board of Cov~rnors or the Comptroller of the Currency , 
as the case may be, provided that such capital shall be no t less 
in any case than tJ1e atnollllt required by Ste to law of Ste tu banks 
operating the same number of branches in place a in wbicb the bank's 
branches aro located. Such provisions would teke the place of the 
present ca?ital requirements specifically prescribed by tho law for 
member bankB having 'orllllches. 

SECTION 9 OF '!lit: FI::DERAL JlESi,'RVE ACT 

\7aiver of membership resuirenents . - An amendment to IDAkc ef­
fective iJ:IIIOdiately, inotead of in 19U, the Board's authorit;y to 
waive requirements for admission to membership for the purpose or 
facilit.:lting the admission of any State bank which is required to 
be a memb"r in order to continuo in an insured stotuo . 

SECTION 10 OF 'lH£ FED<JlAL Rt:SERVE ACT 

Cbairmo.n IUld Vi o Chairman of the Board Governors . - An 
amendment providing thut the Chairman and Vice ChairlltLl11) of the 
Board of Govornors shell be designated by tho Prasident to serve 
as such for a term of four ye~rs or, if the Chairman (or Vice 
Chairman) baa less than four ycnra to serve aa a megber of the 
Board, thon for the resainder of bis term as a ltlel:lber of tho Board. 
'The amendment should also provide thnt whenever tho term of the 
Chairman (or Vice Chairman) as such expires and be elects not to 
continue to sorve as a member of the Board, the provision of the 
second paragraph of Section 10 of tho Federal Reserve Act that mem­
bers of the Board shall be ineligible for two yc~s thereafter to 
hold any office, posi~ion, or emp1oycent in acy c:ember bank, shall 
not appzy. 

SECTION ll OF TRE F'EDERAL RESERVE ACT 

Assign.,..,.,nt of out1es . - An 1111cndment authorizing tho Boar<:! of 
Governors to assign to desi~ ted members of the Bo~ or 1 ts repre­
sentetivos, under ruloa and regulations prescribed by the Bonrd, 
t..'le performnnce of specific dutieo and fwlctions, not includillg the 
determination of national or System policies, tho porter to make 
rules and r egulations , or any power which under the Act 1s reqUired 
~o be exorcised b;t " spocified number of met~bers of the Boo.rd. 

SECTIOII 11 OF '!liE FEDilRAL RESERVE ACT 

Facili toting hearinu by tho Bourd. - In connection with all 
hearings conducted by the Board regnrding the removal of directors 
and officero of member banks, the expulsion of Ste te b:lnka from tho 
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Federal Rooerve &ysteM, the revocation of voting perMits , and siMi­
lar matters , an amendment givlng the 8ourd author ity siMilar to that 
possessed by the Feder al Trade Commis~ion , the Inter state Commerce 
Commission and other administr~tive agencies to have testimony 
tnken by one or more members of tho !loard or by such trial examiners 
as 1t may de3ignate , and authorizing tho Bo~~ord or its designated 
represontetives to administer oaths. Also an amendment authorizing 
the Boord to prescribe rules governing tho procedure in such hear­
ings and permitting the service of notice in sucb cases by registered 
mall . 

SECTION 12A OF T!!i F~DERAL IW:>ERVE ACT 

Membership of federal Ooen lbrket ComJ.ttoe. - An amendment 
changing representation of Federal Reser1e banks on open market 
Co111111ittee so that there lrl.ll be four repres6ntotives , each of whom 
will be elected by a group of threo Federal Reserve banks, and one 
representative at large elected ~~ the Presidents of the twelve Fed­
oral Reserve banks . Require that all reprc~ontativos of Federal 
Reserve banko on Open Market Committee , including al ternates , shall 
be Presidents of' Federal ReJorve bnnks . Milko it cloar that in elect­
ing such representatives each F'oderal Reserve bank has one vote in­
stead of each director having ono vote . Proacrl.be method of election . 

SECTIOH 14(d) OF 1'HE FEDEjW. RtSERVE ACT 

Establishment of Discount Rstao by Federal Reserve Ban.<s. - An 
amendment which would eliminate tbe roquirement that eacb Federal 
reserve bank shall establish discount rates ovocy fourteen days, but 
would reqldre instead that each bsnJc shall oat..bllsh such rates at 
least onco during eaca month or oftener if deemed necessar.f by the 
Board. 

SECTION 16 OF 'niE FEDERAL IU:.:>l::RV£ ACT 

Penalty for paying out notes of another Federal Reserve bank . -
An amendment repealing the provision which prevents a Federal Reserve 
bonk from paying out notes of Mother Fodoral Reserve bank . 
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Bt.U'IIBH OP HOI , 1..&0 7', CROIUE!, Cll.t.IltiiAI, RIKIIAL DBPOSir 
Ililll.IWICB C<lU'Cl!l.nOI, 011 B. R, UMT BU'<IUI '!'IlK COIIIlfti:B 011 
IWID.IIOMD CURREIICT OF Tim HOUSE OF RJ:PRBSDTATIVBS , IIOIIDlT 
IUT 11, 1938, 

oideratiao to tho roYio iaoo or the lew neoooaa~ to enable the 

Federal Depoa1t lnalll'&liOo Corporo.tian to dlaoharp ita 4ut1oa 

ottioiontly. u a rooult, Title I , ot tlw Banking Aot ot 1938 

-· onaoted, proT141D' t or tlw power• and 4ut1eo or tho Corpora-

tion, both ao inouror and ao reoeinr or DatiOD&l b&nb. We do 

not underotand tb&t tlU.a Coeeoitteo 1ntendo 1J> any • Y to ohanp 

a:~~y ot tho proYioiona or t he lew ''"orn1Dr; tho opera tion ot tho 

Corporation whioh wer o one.otod leot y .. r . Howenr , oeYeral aeo­

tiono ot tho pendin' bill are oo worded ao poooibly to or .. te 

uncerta1J>ey on tbo quootian of 'llhetbor tho poworo ot tho CorporatiCil 

aro being chan'ed or diainiahed by t.plica tion. 

Wbilo t1w enaot..nt ot t he bill 1n ito preoont to~ 

aitibt be lwld not to atteot rit;hto and powero ot tho Corporatioa, 

tlw dotenoiDatiOD Of thio queotion inTOlTOO a Ql><tltiOD Of otet11tory 

conotruotian whiob oan r ... dily bo a Yoidod by tho in .. rttcn ot a 

proY1a1CD apecitioally atatin' that tho bill oball not in any • Y 

affect or dia1niah t he CorporatiOD' o powera. 

8eot1011 1 

Seoti OD 1 ot tho bill undor oonoidoratiao prOTidoo that 

tho CC8ptrollor ot tho Curronoy 1n t i :dy oalariot ot wplontt 
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'IIIIo are ,.., or hereo.tter .,. be IIJIA!er 1111 cllreotion b;r nrtue of !!!l 

prondoa. of law ucl whoee eo.l&rlee o..re p&~ble fraa fllllde tmder 1111 

ocmtro1 ud euper<rilloa. derlTecl fraa au .. mente lene<l bJ b1a or !!. 

otberwlu pradcled by law • •:r apparticm tllelr et.l&rlee -one ftrlo,. 

t\mdl where llr<riOel t.re rendered 1D 0-ti011 with 110re ti».D Cllle 

o.daLnletro.tl•e ci1Yieion or br&Doh of the clutiee iapoeecl by l&w upon 

11111 1D &Dl oapo.oity, 

file attenti011 ot the o~ttee 11 called to po.ro.vaph (1) 

ot .ei!Meot1on (a) of Seoti= 12B ot the Federal ReurYe .Aot. u 

-.ncled• whiob prond11 tl».t the Corporation ae reoei•er ot a o1o11d 

~~&tiono.1 ballk •eht.ll ban the right to appolDt acente to o.uilt it 1D 

ito dutie• aa auoh reooi•er aDd tb&t all feel • oaapiDat.tiona. and ox­

peDOea of liquidt.tioD &Dd aclaiDiotro.tion thereof aht.l1 be fixed by tbe 

Corporation. aubjeot to tbo approftl of the Caaptroller of tbe 

Currenc7. o.nd •Y be paid b7 it out ot fi.Dcle oaalDc into ita pouee­

aion aa auoh r•oe1T.r.• 

It 1a not oleo.r whether tbe dro.tta..., of aeotion 1 of tbe 

pendlDg bill intended tbt.t it abould apply to the reoei•erobip o.otiT­

ltlea of the Peclero.l Dopoolt lnauro.nce Corporation. In tbe pencllnc 

bill no apeolfio reference la ... de to Seotlon 128 of tbe Pedero.l 

Rllernt Aot, BOWinr. tbl enaotae.ut of tb1e aeotion o.a &D -.~t 

to tbe exiatiDg ato.tuteo perto.lDing to llt.tiODil I».DJ< l1quidt.ti011a 

a1gbt be oonatruad to t.pl;r the repeal or • odifloo.tion or tboae pro­

YialODO of po.ro.poaph (1). oubeeot1on (•) of SeotiOil 128 whiob giTI the 

Col'por&t1CII1 tile ris,ht to gplo7 o.gcta &Dd fix tbeil' oaapcao.tioa.. 
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t'hio would .. ,..n only to dopr1To tho CorporatiCD ot r1£hta n"" 

ciTeD to it by CCDuou to &ppoiDt •cento to aooiat lt 1D ito dutloo 

•• reoeinr aad to tu tho roM, oa.peaoatloa aDd ozpeMoo or ouoh 

•ployeoo. Beoaueo or the proTiaiOD 1D oubuotiOD (a) ot Seotloa 

128 ot tho Federal Rooorn Aot, &1T1Dr; the Ccaptrollor or the Cur­

rency tho ri&ht to approYo any tooo, oaaponoatloa or expeaooo oo 

tixod by tho CorporatioD •• roooiTOr ot a ,.tianal bank, hia ottioo 

alr•d)' bao tull authority to proteot tho 1Dtor .. t 1D ,.tiCD&l baalc 

rooei~erohipo ot all ored1toro other thaA tho Corporatloa. 

Seotion 4 

SeotiOD 4 ot the bill uador ooaoidoratlan prondeo that 

wbeneYer all tho aoooto or a.. aoooo latlOD whioh has beea plaood 1D 

tho banda or a rooelTor ohall haTe boea dlotrlbuted by tho Caaptrollor 

ot tha CIIM'oaoy 1D ocoord&noo w1 til the prOYloiOJa or Sootlon 52!8 or 

t ho RoTioed Stotuteo et tho 11Ditod Stat .. , tho Ccaptrollor ot the 

CttrToDOy -y oall a ••tiD& or oharoholdoro ot tho aooooiotioa to 

Yoto upon tho quootlCD or whether tho reoelYor ohall oont1Duo to wiDd 

up the attairo ot tho auooiotiOD or a.. aceat ohall be olootod tor 

that purpooe. lu liDoo 11 to 14 ou pa&a e or H. R. l2441,,rororonoo 

lo .. do t o the d1otributloa or tho aoooto ot tho aoooolation 1D tha 

haado ot a rooolnr "by tho C-.ptrol.lor (or tho Curronoy) la ao­

oord&noo with tho proTioloao ot Section 5235 ot the ReTlood Statutoo 

ot the llll.itod Statoo• aad to the pa;,-out 1D tull or all olaw "by 

tho oald Coaptrollor . • 

Paravapho throo aad to~~r, ouboootiOD (L) or Sootion lZB 

or the Pedoral a ........ Aot, •• ...,.Sod, """ proYido that CODOYOI" 
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any inaiU'od utiOD& l b&nk a h&ll ht.n been oloaad by aotion ot ita 

board ot dirootora, or by tho Co.ptrollor ot t he Currency, aa t he 

oaae • :r be, on a coount o.t 1nab1l1 t;r to meet the d..,da ot ita 

dapoai tore , the c...,troller ot tho Curreno:y aht.ll a ppoint the 

Corporation rece i Yer tor auob cloeed bank, and no other peraon aball 

be a ppointed raoeiYar ot a uoh oloaed bank. It ia turther proYided 

tht.t it aball be the duty ot the Corporation aa euoh reoeber to 

realise upon the aaaeta ot auch oloaod bank and to wind up tho at­

t aira ot euoh oloaod banlc, The Corporation ia opeo i tioally directed 

to retain tor ita own a ooount auoh portion ot tho .. ounta realhed 

tro. a uoh liquidatloa aa it aht.ll bo eJ>tltled to reooln on aooOW>t 

ot ita aubror;atiOil to the olai.Jol or depoaitore, a nd to pay t he de­

poaitora and other oradltora the net .. ounte a.aila ble tor diatribu­

ticm to tbeol. With raapeot to auoh oloaad bank, tho Corporatioa, ao 

r aoe1Yor, 1a giYen all tho ri~ta, powera , and pr1Yilogaa DOW poa­

IOIIOd by or bereattar ,ranted by law to a reoeinr ot an iuolnnt 

""tioD&l bank. 

Saotlon 4 ot B. R. 12447 oan be oonatruod aa auparaadin' 

the abon.....,.tlonad proYiaioaa ot a ubaaotion (L) ot SeotiOil 128 ot 

tho P'aderal Ra10ne .t.ot , lfe ht.n no objeotioaa t o any ot the pro­

Yiai ona ot the pendinc bill inaotar aa tbey appl;r to reoei•er ahipe 

oontraotad tor by the Co.ptroller ot tho Currency prior to Juuary 

1, 19340 Bowonr, aa preYioualy atated, we a r e aura that neither 

t bia C~ttea nor t M Co.ptrollar ot tM Curranoy inta:nda to &tteot 

the axiatl"' powora ot tho Federal Dapoalt lullr&JOOe Corporatloo aa 
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reoe1Ter ot national l».lll<a wbioh tail aub .. qu.nt to January 1, 19~4. 

We allo bdie ... that it i .e not the deeire ot th11 Ocoaittee to le&Te 

ite intention 1D thie reepeot eubjeot to &~q doubt. It 1• therefore 

reapeoti'ully euu eated that the c-ittee write into the bill a 

olau .. to the etteot that nothinc therein oontained ahall alter ar 

a tteot 1D &~q •nner the uiatiD, pow:ere ot the Federal Dopoait 

Inauranoe Corporatioa u reoei.,.r ot a D&tianal bank. It 11 allo 

au&&eated that f ollowing the worda •notwithltanding any other pro­

rlliOill or law,. in line 10, pi,. 2. there be iuerted the word I. 

•and e:ooept as herein otherwiu prorlded, • 1n order t hat the 1~ 

geated olauae exoeptinc the Corporation Aight be 'iTOG tull etteot. 

lfe ha ... not diiOUI .. d the proTisiODI ot the UOGDd 

paragraph ot Seotioa 1, o-noing with line 4 GD page 2 ot the 

pending bill, ae w IIDderataDd the C~ttee hal already deterAined 

that thia paragraph ahall be etrioken. The Corporation would 

reo-end apinet the eD&ctloent ot th11 prorllion ae drawn and it 

the CCIOllllittee intend.a to ~n further oanalderation to the paragraph 

the Corporation deairee an opportunity to preaent lta objeotiODI at 

length at a turther hearing. 
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FEDERAL DEPOSFT INSURAHCE CoRPORATION 

WASH I NGTON 

Re: Legisl.ation reco•ended by the Co~~ptroller 
of the Currenc;y in his annual report to 
Coogresa for the 7e&r endJJ>g Oct.ober 51, 
1955, which it 1a proposed to introduce 
at the coodng aeaaioc of Cocgresa. 

The l•$!.slatiOD ~dec! bJ the Co.ptroller of the 
Currellc;y, which it is proposed to introduce at the ca.i.ng aeaaion of 
Cocgnu , appears to be the - aa that included in H. H. 12, 447 and 
S . 4510 - S. 4515, incluain, 74th Cocgreea, with the exceptico of the 
propoeala relating to the buildi.nc and loan code tor the District of 
Colllllbia. 

It is not within "'I province, nor i s it "'I desire, t.o 
criticise legislation proposed U, the Coaptroller of the Currene,. which 
affects onl7 the ad.mi.niatration of hia duties in the supervision or 
nation.al benlca. 111 sole interest in theae proposed ...,d.ente ia that 
thq ahall include proTisiODa whlcb will clearly and detin1tely state 
that th87 in no ..... ,. auperaede , conflict with, or liJiit the exiat inc 
powera of the Federal Deposit Inaurance Corpor<ition. 

111 eucgeatiaoa reletin&: to the legislation proposed leat 7ear 
were presented in "'I teati.oo<ln7 co ~ 11, 19!6 before the !:a..! ttee on 
Banll:i.ne ADd Currene,. of the Howte of Repreat~>tatina, a cow of which 
ia aul:ai tted herewith. 

lo ~te ban betl> ada prertoual;r rela ti'n to the propoeal • 
that the Ca.ptroller be authorised to iaaue whatever re£Ulstiana be 
dee8ed neceaaar,. for the perfol'llllllC8 of hia duti.ea, i.naa-..ch U the 
Houae Co.ittee bad elildD&ted the prorldco. Since tbie propoeal i e 
to be r.-introduced it 1a requested that it include a pr<>Yiaico to the 
effect that no re£Ulat1cma to be ieeued llllder the proposed authorit;r 
would in AliT 'IRIT ccmtliot with the existiq power s or the Federal Depoeit 
Inaurance Corporati on. 

LEO 't. CIIOILEf , 
Cb&irMa. 
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Dece=ber 18, 1936 

U:WORAiiDUih 

Ro: Le'1alation rec~ndod by Comptroller ef the Currency in his annual report to Congress for the year ending OGtober 31, 1935, which it ia propoaed to introduce at the cooing aeeeion of Congreu . 

1. CAPITAL RbQUIREJ&UTS FOR COIIV"eRSIO!I . ln mAny cuu, state banb h.ave heretofore effected tho eluoinati'On of loues and depreciation on ee­curities and have made adjuat=ent of their capital structures by the r educ­tion of their common capital and by the issuance of capital notea or deben­tures . These capital notea or debentures To'er• i ssued becauae the laws or the state did not permit the issuance of preferred etook by such state banks. These capital notes or dobonturoa do not constitute capital vri thin the mean­Ing of the provisions of the nat!onal b•nking laws . Jn sc~ of these caaes , the aoount of cocmon capita l of the state bank Is not sufficient to me et the roquir·ements of tho national banking laws as to the necessary a.mount or cap­Ital of a s t ate bank convort lng into a notional b<L~kin' aaaociation, but tho &&>;re&ate of such co.,..on capital and capi tal notes or debent•:rea would be •uffio ient . 

It Ia proposed that Sec t ion 44 of the llational Banking Act (Sec­t ion 5154, Unit ed States Revised Statutes) be amended to provido that, tor the purpose only of authori•ing the approval of the ocnvera ion of a atate bank into a national banking association , the Caoptroller of the Currency eay treat capita l notes or debentures aa capital in tho•• caees where the Comptroller of the Currency is assured, prior to his approval of tho ccnver­eion , that preferred s tock will be issued by such state bank as eoon aa tho •~ haa been converted into a nat ional boDkin' association , whereupon the capi tal notes or debenturee of the bank, vmich are bills payable insofar as national banking associations are concerned, would be retired . It is not difficult to procure ouch assurances . The Comptroller's office hae devised • ve ry •uccessful method of procedure to accomplish this end . Such Qethod has been employed to effect the aubstitution of preferred atock for such capital notes or debenture• in certain oonvoraion cases where the atate bank had sufficient common capital t o =eot the requi rements of the national bank­ing law but whore tho Comptroller required assurances that the capital notes or debontur01 of the banlc would bo ret i red and prefe rred stock iaeuod in lieu thareof, 

2. LIABILITY l!POII 
SOCIATIO :s R5SULTI!IG thi"'fil! ~~~~~r!t~§}~~a!!!J~~]jffi~~ m'sfllii . Under the provu iona 
the United States ar~ Section 23 of the roderal Reserve Act, the holdere of shores of ·~~on stock of a national bank1n& association are 1ndividually responsible 1'or the cont racta , debts and en.-;agementa or the association (tho so-called double l i abi lity). Section 22 o! the l ankin£ Act or 1933 pro>ided that the l iability iopoaed upon the holders of shares of o~on atock or a nntional banking assoc iation by tho prov ialons of Section 5151 or the Revised Statutos of the United States and Section 23 of the Federal Roaerve Act , shall not apr>ly with respect to aharea In any nat ional banking &aaoc!atlon Issued after June 16, 1P33 . Section 304 of the &ankins Act of 1935 provided that tho liability imposed upon the holders of •hares of com­mon stock of a national banking aeaoc iation by the provlaiona of Section SlSl of the RoTiaed Stotutea of the U"itod states and Section 23 of the 
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Federal Reserve Act , sht\ll ce~so on July 1 , 1937 with ,...spect to o.ll shares 

issued by ar.y national banking 3ssoc1ation ·•hich shall be transnctins the 

business of bankins on July 1 , 19)7, provided the notice, required by tbe 

said Section 301. shall first have been given , It is clear, of course , that 

shares or comon stock or a na~ional banking assoc1ation chartered subsequent 

to JW>e 16, 1933 are exempt from tho so-called double liability, But it is 

not clear that. shares or cOIZICI'I stock of a national banl<ins association re­

sulting from o. conversion would be sha,...s •issued" after June 16, 19)3 and, 

tl:ererore, exeJ:ll)~ froe the so-called double liability, And, if such shares 

arc nov share. •issued• after J~W> 16, 19)3 then compliance with Section 304 

of ~he Banking Act of 1935 (six months ' notice by publication of intention 

~o terminate such liability) would be necessary for each converted national 

bar.l<ing o.ssociation even though the conversion were approved by the Comptrol­

ler subsequent to July 1, 1937. 

While the matter has not been determined by the courts, the 

United States Supreme Court (llichigan Ins , Bank vs Elrod, 143 u.s . 29)) held 

that the conversion or a state bank into a national banking associat ion does 

not destroy its identity or its corporate existence) that it is not a closing 

of business but silnply a continuation of the same bedy, with tho same of!icers 

~ the same stockholders ,the same property, assets and bllSiness of banking 

under a changed jurisdiction, In order to fix the liability of the holders 

or shares of cocson stock or a converted national banking association on a 

parity with the holders of stock of 11 newly chartered national bank, it is 

proposed that the liability imposed upon such shareholders by the provisions 

of Section 5151 or the Revised Statutes of the United States and Section 23 

of the Federal Reserve Act, shall not apply with respect to shares in any such 

association resulting !rom the conversion of any bank incorporated by special 

law of any State or of the United Sto.tes or organized under the general laws 

or any State or or the United States inte a national banking associati on after 

July 1 , 193?. 

3. DIVIOCNDS ON COIDK»> STOCK. The Mtter of the payoent o! divi­

dends on shares of c=on S'iOCk of nstional banking associations causes oany 

inquiries to be mode, indicating considerable con!l.tsion in tbe minds of bankers 

as to the meaning of soM of the language of the statute , The responsibility 

for the declaration of dividends on ~· of stock of a nation&l banking as­

sociation rests with the board of direct-ors. The question of the sOIUI(!neas ot 

the provisions of the statute that dividends my be declared only semi-annually 

has been raiS<Id to a very considerable extent, The term.s used in the P""""" t 

law (sections 5199 and 5204 of the Revised Statutos) are not defined, When 

the so-eo.lled double liability was reJOOvod froa tho COIIIllOil stock of a national 

bank by the provisione of Sect ion 304 of the Banking Act of 1935 , it was pro­

vided (Section Jl5 of the Banldng Act of 1935) that tho surplus of the bank 

should be increased until it reached the amount o! the bank's c0tm1011 capi tal , 

In the present law it is provided that dividends may be declared sellli.-annually 

and that before the declaration o! a dividend on its shares o! c- stock, 

the bar.k shall carry not leas than one- tenth part or its net profits of the 

precedin& hal1' year to its surplus fund until the - shall equal the aJ:IOUllt 

of its coCDon capital, 

()actions ' 199 a.'1d 521 4 of tho United States Revised Statutes per­

tain to the lllltter of tbe pa,....nt of dividendS OD shares ef COIIIIIIOO'l stock of 

a nslienal banking ass ociation and, necessarily, have to be read togather , 

It is propo$ed tha t section $204, llnited Stat oa Revised Statutes , be repealed 

a nd that Sec~ion 5199 be reatsted so as to include the su~stance of both 

Sections 5204 and 5199 with a0010 changes as herein indicated, 

To avoid ambiguity t he te,.. used in the new Section 5199 should 

be defined . lt is pr oposed that the definition •net addition to profits" 

should spell out the item that has been used by the Coeptroller• s office for 
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year: ~0 deteruine the sum that must be transferred 1.0 s urplus in order to 
c~et ~ht requireoent that ten per cent of the net profits be transferr ed to 
surplus before the declaration of a dividend on shnros of c~~on stock, end 
~r.at Lhe definition "bad debt" be liberalised so ne to ell.r.linnte the inequi­
~los ln t he present s~tute . It is also proposed that statutory bad debts 
be disassociated frorn lossos nnd thnt t he transfer of ten per cent of tho 
n•~ addHion to profits to the surplus of the association be oisassociated 
Jroet ~he paynent of dividends on shares of cot11:10n stock . Excessive statutory 
tad deb~s would continue to operate as a li.!:>itation upon the ability of tho 
asoocl~~ion to pay dividends on its st.ares of coa:.on s took . The transfe r of 
ttn ~<r cent of r.et aod1tion to profits for each six months' period to sur­
plu: •ntil the surplus equals the 4lli0Unt of the cCIOlli:IOn eapi tal of the asso­
ciation should be ""de 1:18ndatory i rrespective of whether or not a dividend 
1s declare~ upon shares of ca~on stock of the association for such period . 

It is also proposed that dividends on shares of common stock may 
be declared by t he board of dir ectors at any time thoy doom expedient, pro­
•:idcd the association h:ls sufficient undivided profits then on hand, insteod 
of ,,,.,1-nnnuclly only as now provided by statute . In keeping with the policy 
of buildill£ up the s urplus of uch n.">tional bankinc association to the 8JOO\IJ\t 
of its ca=on stock to COI-lpcnsatc for the eli::lin:>tion of the double licbility 
on the holc!er s of shares of cca::on stock it is likmrise provided that the 
ourplus of a nationcl banking usociation nay not bo r educed bel"" the e:~ount 
of its cocnon capital, except for the purpose of ch:lrcine off losses or for 
the purpocc of paying C:ivi<lcnds in COClrnon stock in nccordance clth the pro­
visions of Section 5142 of the Revised statutes of the United States (Divi­
ctnds payable in shares of comnon s tock) . 

4. rr.ES FOR E:XAl'INA'riOil OF Cf.ELI'l' UNIONS . Under the pr ovisions 
of tho Act of June :23, 1932, t he Cooptrollor of tho Currency is r equir td to 
r.~kc txatUnations of credit unions incorporated under the sail net . Thc~e 
credit unions are increasing in number and in the voluoc of their assets . 
The rste of coopensation fixed by the present law is insufficient. t o pay 
•l.c actual cost.s of such oxacinations and, as a eonscquon;;:e, part. or the 
co•t of cx:!ainations of credh ur.lons is being paid for by national barJ<ing 
aosociations . This amend::lcnt provides tt.at the cr~dit unions shall be as­
S•SS~d by the Col:lptroller for the actual cost of mnkine the examination re­
quir.d •nder the act. 

5. RffiULATORY ~· Congress has horotofore granted to thu Board 
of Cov~rnors of the Federal Reserve System, the Board of Directors of the 
F'cdornl Dopo~it Insurance Corporation and the Socul'itles and ::Xchllnge Ccm­
cission certain r cculatory powers . The Comptroller of the currcncy has no 
au~horlty to is~~< rules and re~tions except as to tho definition of tho 
t n.: "ir.vcst.::lent securities", and except as to lil:U.tin& and restrictJ.n& tho 
p~rct.asc of "in'•estz::cnt s•eurities• tr.:r a r.atio~.al Nlnkin& association f or 
l~s ~n accou~t . 

The nuwcrous chanGeS in tho provisions or law r elating to na­
~lonr.l banks durir.g the pnot fe~< year s necessitnto interpretativ~ rulinGs 
by the Comptroller of tho Currency. The COGptroll<r of tho Curr ency is in 
closer contact with the congt·eas and the committees Lhcrc.of thl:n are thoso 
peroons who are clirecting finencial institutions which nre under the super­
visiOn of Lhe Comptroller and, consequently, the Comptroller of the Currency 
is in a position, through the issuance of regulations when necessary, to 
carry out the intent of Congress in enacting banking laws . lt is proposed 
th.':t the COI:lptroller of the. C'~rrency should be authorized 11nd eopowered to 
ma~c such rules and regulotions as cay be necessary and proper to ennblo 
bu. effectively to pcrfom the duties, JUnctions or services l.!:!posed upon 
hl.::a und, r the provisions of the laws r'(<ll\ting to nat-ional banks . 
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6. ,\PPQRT!!?ll!.!j:IT QL SAl illiES. 'l'lle aole.rios of the firat and 

aecond Deputlf Comptr ollers of the Currency e.re fi xed b); l81r ns a pnr,t of 

the expense of the ex..,1nntion of national bcnlc:s end 1\l'O pn1d fro= aaseoo­

lltnts levied b~ the Comptroller of the Currency upon nntionlll bnnka . .'lhe 

Ce:::ptroller of the CW·r oncy 1a I!Olthor1zed by lBif t o apportion the onlary 

of tho third Depu~ Comptroller cf tho Currency in accor .U..'ICe vi tb the 

duties performed by h1o . At tho pr eaont til:IO one of the moot important 

1'\lnctibna of the Burellll 1a the liquidl\tion of nntionol bank& in r ecoiver ­

obip .,4 the tlrot Deputy Comptroller of tho Curreno!' Is dovotiftl; hia ef­

forts excluoivcly to that function. 

It ie proposed that tho Comp troller of the Curroncy should 

be <r•thorized to apportion tho onlnriea of tho DeJNtr eo .. ptrollera and of 

othor officers and employees of his Buroau who are per forming dutioo in 

connection with more thnn one adminlstrat1vo division or brnnch of his of­

nco to the end that the apport1on:oent of aueh solnr1oa ""'ong t.'>e 1\Uids 

under the control and oupervhion of the Co=rptrollor would be feir nnd 

oqu1 table . 

7 . li!/ILDL'IG AND ~ CC'D3. 'r:lo prooen t codo of 18Jis of tho D1o­

trict of Cc,lumbia reapocti ng bu1ldiftl; Nld loan auoc1Ationo 1a very ir..ad&­

(lunto fro~:~ tho vio"Point of both tho ncsociations nnd the &llpervising nuth­

ority. '!'he proaont codo dooa not proacribo sound procticoa for tho conduct 

of L~e bua!neaa of sue~ 8S$OC1ot1on, but l eaves t~o doteroination of the 

mnnnor in which the bueiness shall bo conducted to the aaoociationa thom­

oolvos through ompo;7er iJ>8 thom to dotormino ouch mnt tors by by-la\7 , 'l'lle 

terns used in the prooont c~do ue not defined. 'l'llo auporviaing author ity 

ia poverloss to tnke e.v corrective stops prior t.o tho insol•onc~ of an aa­

aocint1on. Thoro is no aut.'>ori t;· for consolidation or for the appoin tment 

of a. co!laer.rator therefor . Thoro is no requirement tor r eeervee . Building 

aacocin.ticns ::11\\" charco pre!liuma or &C:)borahip foes which promiuma or ce:o'ber­

o~ip feoo are oometimoo used for the p'l)'l:lent of proiDOtion expenses. Fundo 

m~ be \li thdrn\'fn nt o.n:r time nnd fixed r a t e a of inter oat are pnid on various 

1\Ccounta. Tho public , goncroll;r spcnlcing, do not undorstmd thAt when tho,y 

pey oonq into buildin& nnd loM aaooc1ationo t.:ley nro .Ubocribing for shnres 

of atock , nor t h..'\t when theJ." borrolf mone7 fro= building asaociatlone they 

hnve no set- off for the amount pnid in In amortization of tho runount borro\Tod 

ll&ninot the f'\Co acount of t.'le debt to the aooociation. 

293 

A drn!t of 11 proposed code of l nws for buildir~ lll'ld loan noao­

cintiono in t~o District of Colu.:abia, llhich nns propnred prior t o the app" int­

aont of a receiver for Fidoli t;;· :Buildiftl; and Loan Aaoociation, is now ir. the 

hMd.s of t!lc General Counsel of tho 'l'ranaury Department for otudy. 'e!.e ox­

porionco of tho Comptroll er' • office in adl:liniater1ng the receivership of 

P'ldeli ty Buildift8 and Loan J.ooociation has di oclosod certain ot:.er ~>ookneue s 

in t..-,e present l&>J. It is oloo desired to include certain provialona recontly 

considered and npproved by ~'>o NationAl ~saociation of Building and Lo~~ SUper­

visors. As soon as the ne~ drnft incorporntlng tho Bdditionnl feotures hna 

been co~:~pleted by the Co~:~ptroller' s office it will be forniU':ied to tho Gonorol 

Counsol of the 'i'raar.ry Department for conai<loration. 

'tr.>ilo thls particular piece of l egielation ~ not be of f\1lY 

opcciol intereot to ot.'ler b!Ulk1.ng ~elides of t!le Govorn.oent, and flou1d con­

cern o~~;t t!le Secretary of the 'l'reaour'J 81ld the Co=rptroller of tho CUrronc:r, 

b;r renaon of tho lntter ' • juriadiction over t.'>eae auocintiona in the Diotri ct 

of Colucbio., the mat ter 1& reforrod t.o in thia memorandum by rcaaon of the 

fact C.t t!le laat r eport of the Co>~ptrollor recoo.onded t!le enactl:lent of " 

""" codo • f h •>a for t~o District of ColU~:>biA In reopoct t1:1 bu1ldingnnd loM 

oasocintlons . It Is proposed thnt tho no~ building ond l oAD coda f or tho Dis­

trict of Col uobia e!lould givo to tho Comptroller of the Currency ouch potloro 

111 are proper to e:>able him, •• t!le auperviliftl; I!Olthorit;;, to control t!le or-
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gonl:~tion or now ~asoolatlona, to pr operly supervise such associations as 

sol"~ concerns and to facilltoto the reorgani zation or l iquidAtion of Insol­

vent aasoeia~iona . 

Amondmont t o Soc tion..>3 of t!lo Act of Juno 30, 1876 

(TI tlo 12, U. S. C. sea. 197) not Incl uded in tho last 

report of tho Comptroll er of tho Currency to Congr ess 

lrJt lntro<luced I!'! the last !:o•>eron end kno= aa 
Ser.oto :Sill 4510. 

8 . S~\REB~LDERS' AGENT. Under the proso~t la~ , ~henever all clAime 

e f tho creditors of o national bnrx in receivership shall hnve been paid , 

and all expenses of tho receivership a.'lall hAve been provided !or, tho Co:op­

trnllor o! t'>o Currency is required to call a aeetlng 'f tho a.':areholdors of 

such association for tho purpose of determining vhetber the receivership 

shall be continued for tho benefit of the shareholders, or o liquidating 

agent elected by t!le eharsholdero for that purpose. Under the present la~ 

Q~ Admi nl atrative difflcultiea have beon encountered, L~e aolutiona of 

nhlc~ ore Important t~ tho Comptroller'• office by reason of t~e large n~ 

ber of receh·erohlps boing supervised b;r him , tho constantl;· lncroaeing num­

ber of w:'lich are reocblng the otnge where, undor the law , the shareholder s' 

geetlnt; lll'Js t be called b;r tho Comptroller . "I'lo mo.nner ~rovidod in tho pre,_ 

e~t lnw f or tho eloctlnc of n shareboldoro' agen~ has provon to be Inequit­

able in many cases . in thAt a largo shareholder llho has not paid hi a assess­

mont mo~; , o.nd B• metimea does, control tho election of tho ehllre.holdore' agent , 

oloctlng !limsolf as ouch agent end pa.vlng hlcsolf 1\ ailary that consumoa a 

::>a,lor portion if not nll of the returns to tho &&on t ~r<n:> tho liquidAtion ot 
tbO balazu:o o! tho a11ata in hh honda . 

'IIi t!lou t disturbing tho 111othod nol'l :r-rovided by :l.a>7 for tho pro 

uta distr ibution of the procoeda of the aasets """Dil shoreholdera after those 

sharoholdera vho have paid assoouento have bee!\ paid in Ml, tho proposed 

aznendcent should provide t:ta.t in event the asseta ore not tuificient to coo­

plotol:r reimburse shAreholders who have p.Ud aasoasments levied upon them , 

tho porcent~>Co of ag&rogato liabllit:; upon such &llessment paid in b;r each 

sh&r.Uolder shall , no neru-1:; 0.1 possible, be equalized in t.'>at "Jllero aomo of 

tho ahAre!>oldors !lave paid greater percent~>C•• of their llosesSQento than other 

aharoholdoro, tho shareholders p~lng such grutor porcenta&es shAll , In each 

ensa , first bo progreuivaly roimb'Jrsod ~he oxceea of thoir p&;rmenta ~ver 

thoee of sald other obarshol dera, to tho end tha~ after ouch adjustments of 

oxceu ~ereontages have been mado, oJ.l a.'>Areboldoro shall have duo tlum the 

sue pereentn.ge of unre1mbursed aasessment, Sld ~"rea!ter reimbursement shall 

be =ndo to nll eharoboldor s upon a pro rata basis. It ia proposed thnt this 

acendmcnt should provide that " honovor nll claillla of cr editors of " nntional 

banklrtj; aaaccintiUl in receivership s!>all hove boon paid tho full emount of 

~.lc!\ claims, t.oce~'ler vlt~ interest t~eroon. at tho r&t.e of three por conb.t%:1 

por nnm.;c. Md all expenses of tho reeeivorship aball hove been proviclod for, 

tho Comptr ollor of tho CurrenC:f mo;r continuo, through a roo elver, tho liquida­

tion MC: collection of tho asaet.a of such association and of unpaid aaecsa­

conto or. eharlholdera, or the Co::1ptroller of the Currenc:r 111&:1 call a JOeotinc 

of ahoreboldero for tho purpoao of electing an agent and an executive co::altteo; 

such ngent to conduct the liquidati on and celloctlon of the noaets f or the 

benofl t of tho shareholders of the association In nccor dAnco nlth lall nnd under 

the ~pervleion of tho oxecutlve co~itteo, ~~ch Shall eontist of not less 

thM •j.ro.e o."'orsholdero alectod 'b:r tho shareholdera . 

L.A. KELLY 
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CONFI DEtlTIAL 

L!::.T OF SUGIJI:.STJ::D A!.IEIIJ:JME2>1TS TO THE \,AVIS AFFECTING 
THE F.>:DEllAL Rt.SERV.ol SXSThM 

SECl'ION 4 OF TH£ FEDERAL JU;l;t..RVE ACT 

L-475 

Separation of offices of Qbairman and Federal Reserve Agent. -
An amendment authorizing the Board in its di~cretion to designate one 
or the clasa C directors to serve only as Chairman of tho board of 
director s of the Federal Reserve bank and to appoint a different per­
son, who need not be a director , to serve as Fedora! Reserve Agent . 
In such event, relieve the Chair man of all statutory duties except 
those or dirac tor and the duty of presiding at meetings of the board 
of directors . The amendment would be so drawn that the requirement 
of tested ba.nldng experience would not apply to the separate position 
of Chairman. Also an amendment authorizing an Assistant Federal Re­
serve Agent to perfono the duties of tho Agent durin8 a vacancy in 
the latter's office as distinguished from the absence or disability 
of tho Agent and eliminating the requirement that an Assistant Agent 
be a per son of 11 tostod banking experience". 

SECTION 7 OF THE FEDERAL RZSERVE ACT 

Dividends of Federal Reserve banks . - An amendment forbidding 
the Federal Reserve banke to pay more than a four per cent cumulative 
dividend, except that, nith the consent of the Board, they IIIQY pay 
an additional non-cumulative dividend up to two per cent. 

SECTION 9 OF THE FEDERAL ll!:!SERVE ACT 

capital requirements . - All amendment 1110ditying the capital re­
quir ements for admission of State bonks to membershi p in the Federal 
Reserve System so as to place such requirements on the basis of cap­
ital adeqWl. te in tho Judgment of the Board or Gover nors i n r cla tion 
to deposi t and other corporate :-espon3ibil1 tics rather than upon 
arbitr ary requirements based on tbe population of the place in which 
located; together with a similnr a.mcndzoent to the law reg:!.rding cap­
ital requirements for tbe orl:""ization of nationo.l banks , substituting, 
of course, in the latter case the judgllent of the Comptroller of the 
Currency for that of the Board of Governor a. However , there should 
be retained the requirement that no nationbl ban;( aa., be organiud 
w1 th a capital leas th.an $50,000 in 8.l\Y case and no State bank IIIQY 

be admitted with a capital less than ~50,000 except in those caeca 
wher e a capital or i25, 000 i s sufficient under the pr esent law. 

Also an amendment to provide that a State member bank or a 
national bank having branchos shall havo capital adequate in relation 
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to ita ddposit and other corporate responsibilities, in the judg­
ment of the Board of Cov~rnors or the Comptroller of the Currency, 
as the case may be, provided that such capital shal l be not less 
in uny case than the amoWJt required by State law of Ste to bank~ 
opor3ting the same number of brunches in places in •mich the bank ' s 
branches aro located. Such provisions would take the place of ~1e 
present capital reQuirement& specifically proscribed by the law for 
member bank:J having br:mches. 

Stl::TI O!i 9 OF Tflt: FEDERAL RESi.JlVE ACT 

r.aiver of membership reguire,en ts . - An amendme11t to make ef­
fective imDodiately, instead of in 1941, the Boarti's authorit;y to 
waive requirocents for admission to oembership for the purpose of 
racillt.-ltin.: the admission of ney State bank which is required to 
be a meober in order to continue in lUI insured s t.atus . 

SllCTION 10 OJo' TH£ FEllt:RAL Rt.SERVE ACT 

Chairman and Vice Chairman of Board of Governors . - An 
amendment providi.ng that the Chairman and Vice Chairman) of the 
Board of Govurnors shall be dosignlltod by tho Prasident to serve 
as such for a term of f our ye~rs or, if tho Chairman (or Vice 
Chairmo.n} h~<s lesa thnn four yearo to sorve as a member of tho 
Bourd, then for the remainder of his term as a member of tho Bot1rd. 
Tho amendment should also provide that whenever the term of tho 
Chairman (or Vice Chairman) as such expires and he elects not to 
continue to serve as a member of the Board, the provision of the 
second p:>ragraph of Section 10 of tho Federal Reserve Act thnt JDCm­

bers or the Board shQU be ineligible for two ye-trs there.ll"ter to 
hold ney office, position, or Clllploy:cnt. in ney ~:~ember bank, shall 
not apply . 

SECTION 11 OF mE FEDJ::RAL Rl:SERVE ACT 

Assilj!lf1Cnt of ciuties. - An 11mcndmcnt authorizing the Board of 
Governors to assign to desi{.n'l ted mom bora of the Board or its repre­
sentatives , under rules and regulations prescribed by the Board, 
the performance of specific duties and !'unctions, net including tho 
determination of national or System policies, tho poTter to make 
rulec and r egulations, or ney power 1rhich under the Act is required 
to be oxerciseci ~J ~ specified number or members of the Board. 

SECTION 11 OF Till:: FEDERAL llESERVi> ACT 

Facilitating hearinu by tho Board. - In connection with 3ll 
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hurings conducted b] the Bonrd regarding the removal of directors • 
and officers of member banks, the expulsion of St.> te lxlnks fro10 the 
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Federal Reserve Syete:o, the revocation of voting parmi ts , and slmi­
ler Mtters, an amendment givl.ag the Boord authorit-J similar to that 
possessed by the Federal Trade Co=isslon, the Interstate Com~:~erce 
Commission and other administrhtive agenciee to have testimoQY 
token lrJ one or oore members of the Board or by such trial examiners 
as it MY designate, ru1d authorizing tho Bollrd or its designated 
representatives to administer oaths . Also an amendment authorizing 
the Board to prescribe rules governing tho procedure in such hear­
ings and permitting the service of notice in such cases by registered 
lllail . 

SECTION 12A OF T!IE F!!:DER.AJ, ru::&ElNE ACT 

Membership of Federal Ooen !Aarket Comml ttoe . - An amendment 
changing representation of Federal Reser-1e banks on open market 
Col:ll:littee so that there 1"1111 be four represEntatives , each of whom 
wi~ be el ec ted by a eroup of three Federal Reserve banks, and one 
representative at large elected lr; the PJ•osidents of the twelve Fed­
eral Reservo banks . Require. that all ropresen ta ti ves of Federnl 
Reoerve banks on Open Market Committao, including alternates, shall 
be Presidents oi' FedOl'Al Re3orve oonks . Mo.ko it cloar that in elect­
ing such representatives each Federal Reserv~ bank has one vote in­
stead of each director having one vote . Proocrioo method of election. 

SECTIOII 14(d) OF THE FED£llAL RESERVE ACT 

Establishment of Discount Rates lrt Fe<!eral Reserve Barucs. - An 
amendl:lent wllicb would oliodne.te tho require::~ent that each Federal 
reserve bsnk shal.l establish discount rates ovory fourteen days, but 
would reql!ire instead that each bank shall establish such rates at 
least once during oach month or oftener if deemed necessa.ry by the 
Board. 

SECTION 16 OF THE FEDERAL lill><:RVE ACT 

Penalty for I>!!Ying out notes of another Federal Reserve bank , -
An amendment repealing the provision which prevents a Federal Reserve 
bank from J>'l>'ing out notes of another Federal Reserve bank . 
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S!A1'DIIII'I 0'1 HCII. LEO f. CIOIIZf, QUU!M•J, JTIIEBAI. DEPOSIT 
I!ISURAICE e<:m'CIIAnOII, Cll H. R. 12447 BDOIII '1'!1! CCIIIIffD Cll 
B.llfXIIIG .AIIll rumm!ICJ OJ' 'l'!!! BCXJSI 0'1 UPIIESJII'UflVES, IIOIID.t.J, 
M.t.J 11, 1936. 

Laat year thia Coamittee and t he senate BaDidll4!: and 

CurreDCy Coamittee held extenllve heari1141:a and gave carefUl con­

aldoration t o the reviaiono of the law neeeoaary to enable the 

Federal Deposit In....-anco Cor poration to diacbarge ita ®tie a 

ett1ciently. .la a result, f1 \le 1. ot the Banlci1141: .let or 1935 

waa enacted, providing for the powera an4 duties of the Corpora-

tlon, both aa insurer and aa recoiYer or national banks. Yo do 

not understand that thia Coamittee intenda in any way to Chan&• 

any of the provisions of the law governing the operation of the 

Corporation which were eD&Cted laot year. However, sovoral soc-

tiona of the pending bill are so worded aa possibly to create 

uncertainty on the question of whe ther tho powers of the Corporation 

are being changed or d1m1n1ahed by 1apllcatlon. 

llhlle the eD&Ctmont of the bill in ita preee.nt form 

might be held not to ettect rlghto and powers of the Corporation, 

the determination of tbia queation involves a question of atatutory 

conatructlon which can readily be avoided by the Insertion of a 

proviaion apecifically otatlng that the bill ahall not in any way 

atfoct or dimini ah the Corporat1onla po~tera. 

Section l 

Section 1 of the bill under cona1derat1on provides that 

the Comptroller of tho Currency in flJing aalarlea of omployeea 
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who are now or horeatter ma1 be under hie direction b7 Yi r tue of ~ 

provhion of law and wboae aalarlea are PG¥oble fr0111 1'1mds under hi a 

control ond supervision derived f r om naaesamonts levied by him or !! 

otherwise provided by law, maT appor tion thoir wariea 8<!l01!& varloua 

funds where aervicea are rendered in connect ion with mora than one 

administrative division or Qraneh of the duties imposed by lew upon 

him in any capacitY. 

The attention of the committee ia caliod to parasraph (1) 

of subsection (m) of Section lZB of the Federal Reserve Act, ea 

acended, which providea that the Corporation as receiver of n closed 

national bank "Shall have the right to appoint agehts to assist it in 

its duties aa such receiver end that all feea, compensations, and ex­

penaea of liquidation and administration thereof shall be fixed by the 

Corporation, subJect to the approval of the Comptroller of the 

Currency. and may be paid by it out of funda com1JI& into its posses­

sion as ~ch receiver.• 

It 1a not clear ..nether tho dra.ftaman of section 1 of the 

pendiJI& bill inten4ed that it should apply to tho receivership activ­

ities of the Federal Deposit Insurance Corporation. In the pending 

bill no specific reference ia made to Section lZB of the J'edoral 

ReaerYe .let. However. the enactment of thh section aa on amendment 

to tho existing atatut ea pertaining to national bank liquidations 

might be conatrued to imply the repeal or oodlticetion of thooe pro­

viaiono of paragraph (1), subsection (m) of Section 128 which ctve the 

Corporation the right to employ agent o and fix their compensation. 
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Thia would aerve onl1 to deprive the Corporation of rights now 

given to it by Concreas to appoint acenta to aasiat it in ita dutioa 

as receiver and to fh: the feu, compensation and exponaea of auch 

empl oyees. Because of the provision in aubaection (m) of Section 

128 of the :Federal Reserve Act, gl vine the Comptroller of tha Qu-­

rency the right to approve &Of feea, COmPOnaation or exponaee ao 

fixed by the Cor poration aa receiver or a nat ional bank, his ottice 

already baa fUll authorit1 to protec t the int eroat in national bank 

receivershipa of all creditors other than the Corporation. 

Section 4 

Section 4 of the bill under conaideration providea that 

Whenever all the aaaeta of an association which baa been placed in 

the bends of a receiver ahall have been distributed b7 the Comptroller 

of tho CUrronc1 in accordance with tho proviaions of Section 5236 of 

the Rovised Statutes of the United States, the Comptroller of the 

Qu-rency MDT call a meeting of abaroholdore of the aaaociation ~o 

vote upon tho question of whether the receiver shall contim4e to wind 

up the affaire of the aeaociation or an agent shall be elected for 

that purpose. In linea ll to 14 on page 9 of H. B. 12447, reference 

is made to the diatribution or the aeaets of the association in the 

banda or a receiver "b7 the Comptroller (or the CUrrency) in ac­

cordance wi th the provioiona of Section 5236 of the Revieed Statutes 

of the United States• and to the po.yment in full or all claima "by 

the laid Comptroller•. 

Paragraphs throe and four, eubaoction (L) of Section 12B 

of the Federal Reaerve Act, aa •ended, now provide that whenever 
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azq inaured Dational benlc .ru..ll ha.,.. been closed by action of ita 

board of directors, or by the Comptroll er of t ho CUrrency, as tho 

caae may bo, on account of inability to moot tho demands of its 

dopoaitora, the Comptroller of t ho Cur rency shall appoint tho 

Corporation receiver for such closed hank , and no other person ehall 

bo appointed recoivor of such closed bank. It ia further provi ded 

that it shall be the duty of the Corporation as auch receiver to 

r ealize upon the assota of such closed bank and to wind up the af­

fai r e of such closed bank. '!'be Corporation is apocifically directed 

to rotain for its own account such portion of the omounts r ealized 

froo such liquidation o.s 1t shall bo cnti tled to receivo on account 

of tto subrogation to tho claims of depositora, nnd to ~ the de­

posi tors and other creditora the not amounto avail able for distribu­

tion to th001. Tith reapect to such closed bo.nk, tho Corporntion, no 

r eceiver, is Given all tho r ights, powers, and privileges now poa­

seued by or hereaftor granted by law to a rccci vor of an inaol vent 

nationa.l bo.nk. 

Section 4 of H. R. 12447 can be conatruod aa suporaedinc 

the above-mentioned proviaiona of subsection (L) of Section 12B of 

the Federal Roserve Act. We have no objections to any of the pro­

viaiona of the ponding bill i nsofar as they opply t o receiverabipa 

contracted for by tho Comptroller of the CUrrency prior t o January 

1, 1934. However, as previously stated, we are sure that neither 

thia Couadttee nor the Comptroller of the CUrrency intenda to affect 

the existinc powor a of the federal Deposit lnauronce Corporation aa 
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receiver of national banka which fail aubaequent to Januazy 1, 1934, 

l e alao believe that it ia not the desir e of this Committee to leaYe 

ita intention in thia reapect subject to &QY doubt. It ia t her efore 

respectfully ~NUested tb4t the COI!Ill. ttee write into the bill a 

cla.uae to the effect that notbi~ therein contained shall altar or 

affect in ~manner the axiati~ powars of the J'ederal Depolit 

Insurance Corporation aa receiver of a national bank. It i s also 

auggeated that following the words •notwi t hstandin& an1 other pro­

viatona of law,• in line 10, pace 2, there be inaerted the words, 

1 and except as herein otherwiae provided', in order that the sug­

pste.d clause excepting t he Corporation mJ.gbt be given full effect. 

We have not diacuaaed the provisions of the second 

paragraph of Section 1, commenci~ with line 4 on page 2 of the 

pendinc bill, ao we underatand the Comaittee baa al.readT deteratned 

that tbla Jl61'aQaP, shall be atricken. :~he Corporat ion would 

recoi!I:IOnd againat the enactment of this provision aa dra"" and if 

the Committee intends to stve fUrther consideration to the paragraph 

the Corporotion desires an opportunity to present ita objections at 

length at a fUrther hearinc. 
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TREASURY DEPARTMENT 

INTP Oll'l'lc• COMMUNICATION 

.t.t lloao t.bb 110rn1n4 ;rou oalled .. ou tha tdepbcme and. re­

queatacl that I haft prepared. a -rmcl111 ou the treucl ot 110->' 

ratea, with partloulv reterenoe to ahort-te,. billa , etoetera, 

Tou o.abcl that I haft t.bia reacl;r tor you t._..r_ 110J'lli.Qc, 

• 
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JROih A.er i can lia'baaay, Par h, J'rance 

IlA TE: J'auu.ary 12 , 1937, 9 a. •· 

JIO.: 38 

JROII. COOHRU, 

Tbil morni ng I returned !roa Baael where on 8un4ay 

and Konday the BIB direct or• bad their meeting. Moat of 

the diaouaaion c antered upon drafti ng an amendment to 

t he atatutea which wae made neceaaary by the plan f or 

separating the officea of Chair man of the Board and Preai­

dent of the ~. I deaoribed thia plan in my telegraa 

o! Deoeaber 15, 10 a .m., • o. 1255. The directora did no t 

vot e on a final texta , but in inforaal dieouaaiona t hey 

agreed on all illportant poiRta . At the February aeeting 

texts will probably be adopted. 

I had a oonveraation wi t h Trip, in which be told ae 

definitely that after the oloae o! the preaen t buaineaa 

year be would not oont UW.e a a Cha1rlll&n o! tha Board. It 

baa been arranged that Beyan aball be a&de Preaident, and 

Trip tbinka it beat that the two principal poaitiona of the 

Bank ahould not be held by men of the aaae nationality. He 

reainded ae that hie acceptanoe of hia preaent poaition 

ha4 1n the firat plac e been with the uaderatanding that 

hia i nouabenoy waa teaporary and prOYi aion&l. 

DD SJ:OTIO. 011:. 

BULLif!. 

KA:Lft 

Regraded Uclassified



SEOTIOJI TWO. lfo. 38 of JIUIWI.ry 1 3 , 1937, hoa Parta. 
llention baa bee n aade of Sir Otto ll ieaeyer ae 

the moat likely aucceeeor to Trip aa the Bo&rd'e Chair­
man. I waa told by GOYernor lforman that for the present 
he would not na.e a eucoeseor to Portera who waa Britieh 
ruident IIIILQ&8er of the B. I. 6. and who reatgned laet 
June. GoTernor Norll&n •id that there were too many 
reeident officer• now, &Dd that in hie opinion t here 
should be reorganization of the Banlt in suoh a manner that 
central banke would no lo~~&er aa.inate their own natiou.le 
to poets within the B.I.8., and leave the appointment of 
aYery one to the i-ediate direction of the Banlt. Die­
cualion took place in this regard when amendaente were 
beiD& g1Yen atuc:l)' this weekend. 

There ie feel1D& by the Italian• an4 Germane at least 
that a quite friendly attitude toward the Britieh ia held 
by Bsyen. Beyen, the rranoh think, will eventually get 
rid of t he French General Kan&ger, queenay. Therefore 
there ia eome oonoern lest there be too much ooatrol by 
the Bri t1Bh ehould NieMyer bsooa Chairman of the Board, 
an4 with Beyen aa Preatdent, Jacobs son a SWede as head of 
the Eoono•io Seotton, an4 Nol'lll&Jl holding in abeyance the 
naa!JI& of a British aaoacer until develop .. nte ahow what 
caliber of officer aay be required for the poeition • 
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.b att.mpt is beiaa -de by Sobaoht to l'l&feguard or improve 
Heohaler'• poeition; the latter is o.r .. n assietant manager, 
Preference ... e:r:preue4 by the Italians at seeing Bachmann 
of Slritaerlan4 beo011e the Boarcl'e Chairman rather than Sir 
Otto n•eyer. E11D SIO'UOJ 'flO, BULLITT. 
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SICTIOI THRU. Jo. 38 of January 13, 1937, troa Paria. 

aoaa goaaip ia heard ~ha~ ~~~. Bri~iah, by ~he da~• 

ot ~he &ADU&l. Mating, will n y ~o h&•e G<rurnor Roo~ 

ot Sweden .. de a B. I.a. direo~or again. Should ~Ilia 

heppan, the French will in&iat tha~ a direo~or be appointed 

~o repreaen~ Pol&nd or CzeoboalonJtia, and GeriD&ny will 

wan~ one t r oa Aua~ria or Hungary. 

Inquiry waa a ada by •••eral wi th regard ~o ~e poa­

aibility ot the United Sta~ea partio1pa~1Dg in ~he B.I.a . 

officially. One ot ~he Bank of England's young otticera 

baa juat tiniahed a three months ' atay a~ ~he BIS. A 

aia1lar repreeen~aU•e tra. the Bank of Italy baa arriYed 

to paaa few •~the' aerYioe there . Yanangita , the Jap­

aneae director, urged upon me ~he deairability of haYing 

an AaerioiUl in the BIS. He inebted ~hat t o ayoid 

European pol1Uoa an Aaerioan should be the ohair~. 

I had a oon•eraation with Trip, who t old me ~t the 

recantly con.-ted arrangeaenta tor gold reoiproci~y be­

t ween ~. United Statea and the Jetherlanda were working 

satietaotor1ly. He said he had bean earaarking gold in 

Jew Yorlt w1 ~h dollar a whioh he acquired in •ppra88ing 

hie ourrenoy. He aaid t ha t the operation •• expenat.e, 

&Dd. added that the Federal R88ena handling o~ga -• 

the reaaon tor hie no~ paaing )lie rah a~ a dapreoi atioa 

ot ~ but pegging it d 19.6 inataad. 

The Swiaa GoY em or, Baohaaaa, epolte of hie gold allip­

aeDta ~o Jew York. He agai11 i~~quirad regarding t h e poa-

aibtUtr 
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eibili~y ot rederal Reaer...e Bank ot lew York acoep~ing 

his earmarked gold at aoae cent ral bank on the Oontinent. 

Bacha&nn and Trip had a diaouaaion of their ~eohnical 

pr obleaa. I belie't'e tha~ either Bac~ or Trip or 

perhapa the BIB will aak the Federal ReaerTe whether the 

Dutch could oede aaae of their earmarked gold in Jew 

York to the Swiae who want to build Up a etook there. 

The Swiae could theD ahip gold t o .taaterdaa frOII Bern, 

tbua aYoiding ah1pp1Ag gold aorou the Atlantic. I waa 

&eked by B&olmann to ghe hia any data I ll&y obtain troa 

time t o time regarding plane of the Un1~ed State• on gold 

ateril1sat1 on. Bachmann &aid he bimaelf waa facing a 

pr obl .. eoaewha~ like the American pr oblea, and be wanted 

t o benefU fraa the ezperience we ha'f'e. The re•rk waa 

•de by Trip that the aqualh&Uon fund of the letherl&ndl 

waa f ollowing a policy qui te e1a1lar to that which tbe 

Aaeri can Treaaury 18 now inausurattng. Th\IB. I.S. reel­

dent otfioere incidentally t old •• of their deeire t o 

cooperate wi th the United Statal ia effecting certain 

gold de&ll i n behalf of central b&nke 1n countriee whiola 

are party t o the aix-p-er reoiprooal arrance .. nt. They 

plan t o eeek aore exact inforaation f raa the Fedc&l 

Reaer...e 10 that undue del&ye in f ormalitiee attending their 

operati on• may be aY oi ded. The United St atee i a eutfar­

i q fraa too auch gold, tbey e&y, and they are &DJtiOQI 

that 
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tbat diat~ibQtion ot it be .. de. The BIS, they atate, 

18 accepted agent ot nuavoua central banka in effecting 

gold operattona, and really uaetul bilateral lerTioe could 
be rendered by it i n t he continuation of t hil work. 

The Tiew which GoTVDOr Franck ot Belgiua preTioualy 

e.rpreaaed t o ae tbat oolllltrha w1 th any aart o.f ucbange 

control or reatricU 0111 ahould not be admitted t o t he 

technical benet1 ta ot t he t riparU te arrangement 1a u.ared 

by GoTernor Trip &110. It i1 the opinion ot both officer• 
tb&t no countriee ahould be added t o the preaent aix, 

but tbat the BIS ahould be t he aediua tor gold trane&ot1one 
with the remainder at leaat ot Europe. 

Reference il • de t o a y t elegru lfo. 1296 of Deo­

ber 28, 11 ea. I n that tele~am I g&Te t he reaaon1 aa 
adYanced by Rooth why ScaDdinuian central b&nka are at 
preaent not inclilled t o a4bere to the tripartite arran&e­
ment. In confidence I waa g1Ten by my Swediah contact 

at Bas el the f ollowing two reaaona wh ich probably had 
lliM!h to d o with the a tt 1 tude taken by Rooth &nd perbapa 

that ot aoae ot the other SoandinaTi&n ao.ernora althQU&h 
t hey could not reTeal t h • in a leUer: 

1'1rat1 Rooth teara that the Swediah Sooialiat ao.­

ernaent aight be t oo pro1111 to f ollow the exaaple ot 
the Unite4 8tatea 1 t the tr iparU te deolar&ti on ahould 

be adhered to by Sweden. In other worde, Rooth dedrea 
to .ain~n the 1Ddepen4•oe ot hie Bank 1Jl eo taz aa i a 
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pracUoa'ble. Rooth thin.h tbat in tbe UJI.1 ie4 Statu the 

treD4 ia for the 'l'r-IRU'J' t o h&Ye aore aDd. aore control 

oYer the curreooy aD4 DYer cre4ita. He feela that While 

tMa •Y not 'be eo danceroue in the UDi te4 Stat .. , in M e 

own country 1\ wO\Ud not be at au de air able, nor woul4 

it 'be deairable in certain of tbe scandin&Yian countriee, 

1D Yiaw of the faot that power h in the handa of the 

Socialhh. 

BecoD4t Rootb feel• that there baa been too large 

a depreciation o f the Bwediab crown. He balieYea that t here 
ia a real p oui'bilUy that Me country • Y fiDel it deair­
able t o mew e the rate up about six pointe eo that the crown 
h dnalued juat t o tbe a&lle extant as aterling and ao 

there will be reatorauon of old parUiea. 

In Sweden it baa bean found that w1 tb the preaent de­

YallJ.&Uon tlley are baYing t o pay too auch for raw -ter1ale 
froa f oreign countr1ea. Bwa41ah nportera re ;-.) 1D 

f&Yor of an upward re&djuatment of the crown, and they 

prefer that it 'be done now while tbe profit• froa t heir 

buain.eaa are .till auff1o1at t o penu t auob a acwe, &114 

1f it were done later there a ight be aare aer1oua internat1oD­
al oa.peU Uoa. 

Rootll &.04 RyU of J'1Dl&D4 had a diewaaioa CD the 

foregoing; the J'1nn1ab currency haa alec been depreo1ate4 

'below ahrlinc nen further than the Bwediab orOWJa, aa4 

rinla.o4 1e faoiAC &bout the aue a1tuatiOD aa 81reda • . ,. 
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K7 contact .aid he would not be at all surpriee4 if Sweeten 

&114 1'1lllan4 •J eOOil aoYe toward railing the exchazlse Talue 

of their re~rpeotiYe ourrenoiee. 

Ullder the preaent circuaetanoee, Rooth aJI4 RJti do 

not feel that theJ can prop&rlJ adhere to the tripartite 

arrang•ent. 'nleee goTernore want their ha.llde left free 

to •~• their exchange (1) .,..n though the •are •7 be up­

ward a114 not in the dowmrarct ••n•e &gai net wbich a etro~ag 

politiOil w&e taken b7 the tripartite agreeaent. 

EID SICfiOIS fHRIZ fO SIX, I I OLUSIVE. 

BULLiff. 

:U:Ln 
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S:EOTIOI BlVD. Jo. :58 ot January 12, 19:57, troa Parte. 

The GoTernor ot tho Bank ot ItalJ, Azzolini, inrited 

me to dinner Slm<iay night. He entertained all the foreign 

delegation• except the o.z.&u, who were the gueeta ot 

Beyen in epite ot the taot that Ger•n taotleeene .. incident 

to the Dutch royal marriage had aade Dutch repreaentati•e• 

unhappy. I •• t old by the Italiane that t hey bad bad a ­

tine winter t ouriet aeaecn. Their trade balance ae lately 

reYealed by the Min1e1.er ot Finance •e qui h enoouragill.g, 

an4 t hey bad had Atiataotory r eeul ta troa IJUbeor!ptlolle 

to the rec e ntly announced loan t or caoaolidated Italian 

shipping. The Italians were , turthermare, _pleaeed wi th 

paoitioatioll ot Ethiopia, and wi t h the setting up ot I t alian 

enterpria .. t o deYelop that territory. The ruaor wae 

denied that part ot the &hipping loan wae being tUen by 

Britiah intereete. 

Concern OYer the Frenoh bu4getary and t reasury eit­

uatiao wae eXpreeeed to 11e by the Dutch, Swiee, Italiana, 

Germane and BriUah. I waa asked by Trip whether I bad 
obtain 

heard anything ot French ettort to pH•d'tlll a l oan 

h- 011 Kendel810hn. lorman told ae t bat a rumor waa agai n 

current t hat Bri t iah banb were being approached by the 

French TreaiiUry tor a eeoond oredi t h'oa thea. He &cain 

said that he - • opposed t o the idea ot euoh a bankinr 

credit einoe it would e el•• nothing - which remark he bad 

Yolunteerod i n Doo .. bor. It ie ay undaretanding that a 

tn wHke aco when tho J'renoh railed the queet1on ot a 

eeooll4 
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aaooud c redit with the Britiah, the French were adYi aed 

to liberalise t heir own gold and other related polioiea 

so that ca p ital which already exiah in France aight be 
inY .. tld ill 

31~ 

DpyedtpwwtMrtat~ goTeroact aecuritiea. U waa pointed 

<lilt that ahould London make auoh a loan, the actua l fact 

woul d be that the French Treaaury would be paying the Brit-

1 ah banltara fcn: lending back c api tal which had tle4 froa 

Franc e t o Jnglancl. Jl'urther a ppeal t o the Bri'lohh can be 

conceiTed, ainoe on December 15 the French took stepa wh ich 

they con81dere4 aa appropriate liberalization of policy, 

and dnoe t hey haTe not yet bad aatiafao'loory reaulte there­

frOID. 

I had a talk abou t French faciliti es f or borrowing wi th 

Cobbold of the Bank of England; Cobbold aote aa Liaiaon 

Officer with the Bank of Franc a , and he vi a1te4 P&ria en 

r oute fr oa London t o Baael. Be beline4 I ne inolinecl 

to be DTer ly opt1a1at1c i n reprd to the French Tre .. uzy 

bein g able to mee t i maedi&te needa t hr ough treaaury bille. 

Be ia of 'lobe opinion t hat in apite of etepe recently t aken 

to widen tba Paris stock market t o rel ine t h e aituation, 

P'rench inYe etore and banlta will retuae t o absorb a aut-

ficient additiOD&l a mount of auoh billa. Leea peaa iaiea 

wae e:q~re11ecl by 5ieaeyer regarding Franc e t han 111&1 er­

preaeecl by hie Br iti eh oolleasuee, Cobbold ancl Hor..a. 

•iea~r realiue that 1n France there hae been ea.. real 

ecODoaio and eocial reoOYery. Be thilllte that if the 

preeent 
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preeen~ GoYeroaan~ b.ae ~b.• nec eee&rJ courage, 1 ~ -r poe­

a1blJ paaa aucceaatullJ ~b.rougb. i~• t111.&11.C1al d1tticul~1ae. 

I w&a ~ol4 by Nitl!!leJV tb.d on the tb1rt .. ntb ot 
January b.e Aile on the BJ:RENGARU. tor •n York. He will 

be a ccoap&nied by Secre~ary Reid ot the Bri~ieb. Council ot 
Foreign Bondhol der•, the two o! them t o center with Reuben 

Clark ot ~he Fore1p Bondholder• Pro~eoUYe OOWloil 111. 

lin York. KJ c ontact A id he waa &nxioua to arr&nge tor 
soae eor~ o! oloaer cooperation b etween the two organisatiota 

YiH-Yia their coaaon debtor•; be t hinks tha~ auob coopera­

tion and co natant oonaul taU Oil would b e of benefi ~ ~o bot h 

the Uni t ed State• and England. Britai n'• obvious desire , 

inoidentallJ, t o work in hara ony wi tb. ~be United Sta~ea i n 

future f or eign lendi ag may proYe t o be perhap e Grea~ Britain ' • 

atrongeet reaaon for regularizing her war deb~ pod tion 

a nd remoYing the ban of t he Johne on Ac t on fore i p lendina. 

I -· a a aured by ll'ieaerer tba~ be w&e going to •n York 

aolely for ~he purpoae of viait iag Clark , although be would 

of oourae aee Governor Rarr i e on, who ia a fri end ot hie. 

He doee not wan~ &nJ publicitr leet it be repor~ed that he 

ia on eoae ~r&de a i aeion or war conference. 

EIID SEOUOIS Slnll Aim IIGirl' . 

BULLIT'l • 

.u:tn 
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BIIO'UOI JUJ:, Jo, 38 of January 13 , 1937, haa Part.. 

I had a aep&rde oomeraatioa. wUh Sobaoht, Be •de 
reference t o hie artiole i n Foreign Affaire on the queetion 
of ooloniee for Geraany, I &eked whether he had .ada any 
proiP'ee• in tbia regard wi tb the P'renoh and the Britieb, 

t o P&rie The Frenoh attitude, be aaid, after hie Ti ait/ late laat 
~er, waa e&Ud&otory; the Genana had found it enUrely 
poaaible t o baTe direot oonvere&tione with the Frenoh. 
The Bri t hh, he a&id, had not yet ghen e. definite or 
f ormal answer to Germe.ny 1 e plea for raw .aterial r eeouroee 
although ~e bad been moat dieoouraged by Eden ' • attitude 
and the BriUah rebuff t o the J"renob approach on thie 
eubjeot after Sobaoht 1 e v1e1t to Parte, Bob&oht reminded 
me of the Hitler GoYernment '• ainoere offere for disar .. -
ment &Dd peace. One after another o! tbeee offere, be 
e&id , inolud.ing tbat of liai ting the army to 300,000 •en 
bad either be.a. t otally ignored or had been refueecl. Be 
told me he thought they might be makill8 t heir l a et offer 
i n the outetanding offer for peace in return for ooloniee. 
Great Britain and the world, be e&id, abould underet&Dd 
tbat the Hitler GOYern•ent h firmly eetabliabed, &Dd if 
there 1e any att•pt t o hu.ble Geraany the Geraan people 
will be solidly behind it. 

8ob&oht eaid again that 1 t 1a not pouible to baTe 
world peit.oe without Geran peace. Be .-pb&dsecl the e!forte 
.u:ab and aime of the Unitecl Statee toward peace . Be 

expreeeecl 
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expreeeed the hope that the United Statee would not let 

llllp the opportunlty which he aaye ie now oure, particularly 

the Preeident 1e, to take the l e&d in aolTlng the outetand-

1Dg CjU4!eUona of Europe, &nd priaa.rily Germany' • probl••· 

The idea of a Waehington conference wae mentioned by 

Sch&oht ; I &eked hia why in Waehington, and he replied that 

the United Statee hae now the world'• le&derahip and the 

w .. l th t o make it effectiTe eo that other nations ehould 

be cal led t o Waeh1Dgt on for conference and dieoueeion. 

I &eked 8cbaoht whether he had been t old the ech•• which 

had been w ggeeted t o me t hat day by one of ay e&rneet 

Central Bank friende; 1. e., for Germany to borrow froa 

the United Statee t o buy neutral territory froa England 

&nd for the latter to apply t he proceede of the aale upon 

Britieh war debt to ue. !hie euggeetion wae aade by 

T&Dag1ta (Japan) . The reply of Sch&oht wae that he waa 

not suggeei1Dg t he measure• t hat ehould be taken; howeTer, 

he hopee that we would take advantage of Runciman•• visit 

and t hat of another d1at1ngu1ehed Britieher- Nt .. eyer, 

I aaeuae t o indicate to t be Br i t i eh that we are intereeted 

in a final and happy liquidation of the proble .. faoiac 

Gerany. 

8chaoht 1 e Baeel repreeentaUve, Heeohler, told •• that 

t he ataoephere created by preee aooueaU011e of Ger-.n 

aotiTi Uee 
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actiYitiea in Morocco bad diaguated Schacht. Thia aubject 

waa dhcuue4 at length b)' Schacht and Ior.aza. According 
(Kuchler) 

t o Buchler, Schacht t old hia/tb&t the whole pr .. a atory 

waa a pure fabrication, that Germany bad sold certain auppliea 

to France and the latter could not pay in caah; consequently 

there waa aoae aot1Yity 1n France ahipping to Germany in 

a barter tor such auppliea, orea, and other .ateri&la 

which could be ob~ined ill Spaniab Korocoo. The affair 

waa no aore t ball that. Iieaeyer reaarlted, in diecuaaina 

the article of Schaoht'a i n Foreign Attain, that the two 

raw material• which are needed moet by Germany, rubber and 

wool, are not oommeroially aYailable in the ooloniee which 
Schacht ia aeaking. 

February 8 baa been set aa the date tor rthe next 

aeetillg of the B. I. S. 

J:JiD OJ KJ:SIUGE. 

BULLIT'r. 

U;LR 
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.?ARAPHRASE OF Tli'LEGRA.l.! RECEIVED 

:rnou: Tokyo, Japan 

DATE: January 13, noon 

!;0 . 5 

RUSH 

I refer to Department ' s t:o . 3 of January 11 , 5 p.m. 

(1) Conditions in Japan have not as yet become 

serious, although the present financial si'cuation is loss 

favorabl e than it has been for some years past . At the 

31 7 

end of 1936 the national debt rose to wel l over ten billion 

yen (over eleven billion yen if the external debt is cal­

culated at the pr esent rates of exchange;, but for a n~tion 

the size and power of Japan, this amount does not aopear 
!a&y money r ate& prevai l . 

to be excessive . / The note issue today ( one billion , 

tour hundred and t hirty- eight million yen; is covered 

to about 66~ by the specie reserve and there has been 

little or no currency inflation. ~he visible foreign 

trade b~lance for 1936 was unfnvorable to ~apan by one 

hundred, thirty-four million yen, but a favorable invisible 

trade balnnoe (w~ount as yet undetermined) partly offset 

this . 

(2) A fairly strong financial position is indicated 

by the above factors, but the following unfavorable factors 

have been weakeni ng and will weaken t hat position fUrther : 

(A) Difficulties have been experienced by the Gov-

ernment 
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ernment in disposing of the issues of 3 1/2~ deficit bonds 

of t he present fiscal year and the market price fell below 

the issuing price in November. 

(BJ The 1937-38 f iscal year budget which is greatly 

inoreaeed will require the i ssuance of almost one billion 

yen additione~ deficit bonds, and i t will probabl y be 

necessary for t he government to exer t pressure on the 

trust co~panies, banks, et cetera, to force the~ to buy the 

1937-38 issues . 

(0) The fact that t he banks ar e not able to dispose 

Of the bonds to the public as fast as they acquire l iabili­

ties i n respect to the bonds makes for dangerous inflation 

Of credit. 

(D) The i mport excess for 1937 will probably be 

larber t han for 1936 ne Japanese e~orts are meeting in­

creased OPPOSition abr oad, while imports of rau materials 

will increase because of the demands of the munitions and 

allied industries. This will cause further pressure on the 

yen . 

(E) Although t he amount Of the Yokahama Speci e 

Bank ' s foreign exchange reserves abroad is not published, 

fore ign bankers in Tokyo ore of the opinion that those 

reserves (formerly three or fOur hundred mill ion yen) have 

been seriously impaired, due to efforts t o maintain the 

y~ 
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yen at one sb11111'18 and two pence 1n 1936 . Ther efore , 

it will become more and more di fficult for the bank to 

maintain the value of the yen a t the f igure above stat ed. 

319 

(5) The factors ahow the bovernment ' s difficulties i n 

rebnrd t o t he value of the yen and the price of bonds . 

Since the February 26 incident , there has been steady 

pressure on the yen and 1n December l ast thi s pressure be­

oa~e so &reat , when cover age had to be found for unusually 

lar~e cotton purchases, that the yen declined. This we~k­

ness to~ether with the fear of ~be further pressure which 

would r esult from large speculative i mports which 11ere ex­

pected in anticipation of the projected i ncreased tariff 

ro.tes , were the causes fo!: announcing and putting into 

f orce on J anuary 8 the f oreign exchange cont rol regulati ons 

(wh ich ar e tantamount to an import licensin~ system) . It 

has been explained by tbs Finance Uinistr y that t he exchanee 

contr ol regulations are aimed aeainst speculative impor ts 

and will not be employed to curtail necessary lszitimate 

i:~;ports of raw materials such as wool and cotton, and with 

the fUrther design of spreading i mporte over the year so 

as to avo i d sudden heavy pressure on the yen . However, t he 

i mposition of the r egulation shows clearly the yen ' s weak­

noaa and the scarcity of funds with which to stabilize 

f ore if.-n 
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f oreign exchange . 

(4) It is the general opinion of competent obser­

vers that the financial situation in Japan is steadily 

growing woree, being perhaps lese sanguine at this moment 

thar. at any time in the recent history of Japan. 

The 
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'file chief reaeon for thia 1a the abnoraally lArge pro­

posed bud&et for 1937-38 whic h is orer thirty percent 

larger tho the budget for the pre .. n t fiaoal year. 

the budget with ita ineTitable addi tional burden of def­

icit atructure'a weakness. 'fhe Japueae nat i on, thr ough 

thie budget and auccee41ng budget& which promi .. t o be 

eTen larger, will have burdena t h r own upon 1 t faeter 
t b&A the ill.creaaing econoaio reaouroea can take care of 

thea. Obaer.era believe that the Government conse quently 

will not be a ble t o escape difficul~iea in ma i ntaining 

the price of Gcvarnaent b onda and in sustaining the yen'• 

value a~ one &hill ing two pence. Announcement baa been 

&&de by the Tokohaaa Specie Bank of it a intention t o 
hold t h e yc at thie value l argely i t ia believed becauae 
of tbe fear that ahOUld the yen fall to new low leTele 
inorea eed oppoaition abroad t o Japaneee export& will be 

r&1eed. It ia beli .. e4, how .. er, that Japan 1e i n no 

preuing daAg«r of a financial collapae. There 1a pfe-

va1ling opinioo that the Gcvernaent will take fUrther arti­

ficial ••aurea auch along the linea of the atepa which o.r-y 
hae taka to auatain ita financial atructure, which aeaaurea 

will be deaigned eapeoially to aaintain t he value of the yea 

&114 the price of Gcvernact bonda. It 1a beli .. ed that tlae 

Gcver-t 
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aent will eucoee4 thzouch euoh ariiti oial aeaauree ia 

prnenuuc a dallgeroue oriaia in the near future , although 

it Will not be able t o aYoi d a ooneiderable aeaaure ot 

oredi t i ntlaiioa accompanied by a rapid price riae . 

(5) I li&Ye giYen abou a general diaou .. i on ot the 

preaent financial aituation in Japan. Should the Traaeury 

deeire a cre apeoit1c and detailed information, an atta.pt 

t o obtain t he neoeseary data will be aade by the Eabaasy. 
END MnBAOI:. 

ORD. 

U;Lft/Dn 
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The Secretary asked me to advise ur. Eccles that be (the 

Secretary ) is hopet\1l that the Federal Reserve can roach a do finite 

decis i on for an ouncement not later than February lst ae to whether 

or not they are to increase excess reserve requirements at th is 

t~e. I f their decis i on is in t he affirmative, the Secretary is 

hopeful , I wes further to in£orm ~r . Eccles, that t he effective 

date tTill be not later than February 15th so that t'lo weeks can 

elapse prior t o any announcement by the Treasury with respoot to 

!'arch 15th f inanc ing. 

I went t o see !Jr . Eccles and ga ve him t his informati on, 

stating t ha t t he Sec retary f eels t hat t he market is a little jumpy 

and that there a r e a good many co~ents to t he general effect that 

t he uncertainty as to Federal Reserve Action is the main d istur­

bing f ea ture in the market . 

!Jr . Eccles ''I& a d isposed to t hinlc t ha t t he Treasury would 

have no particular financing problem on February 15th and need 

r ot be special l y worried about the s tate or t he n:a.rket so far 

as Treasury fir a nc ing needs are concerned. He referred to tho 

difficulties t hat are alwa ys lll8.de in getting the two groups -­

The Federal Reserve Board and t he Open L!nrket Committee - - to 

reach a dec ision . He d iscussed some possibilities orrnaching a 

decision by t he 15th of February or announcing a dec i sion on 

the lst or t he 15th as being effective 6 weeks later. 

i again represented the Secretary aa hopeful that the 

schedule as susrea ted by him might be carried out end ur. Eccles 

agreed that it could and would be done . He said be would be pre­

pared to enter into a preliminary d i .scuaaion a t luncheon on next 

Tuesday. 
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I susgested that he might want to find out at once what 

the actual reserve position of all banks ie and he said he 

wou l d call Kr. Smead at once on that. 

~. Eccles discussed one or two other matters . He ie 

of t he opinion that the substantial price rise in some commodi­

t ies is growing out of labor trouble . He referred particularly 

to t he strike on t he Pacific Conat a1n t he situation i n the 

lumber industry sayi ng that there i s a good bit of forward 

buying based uoou expectation of further price increases . 

ne refe rred to the r eport of t he President 'a Co=itteo on 

administrative management and said t hat some i nquiries were 

t eing made as to 1Yl ether t he Federal Reserve was to be grouped 

under t he Treasury . 

I told him t hat I doubted that that was contemplated for 
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t ho present but t hat tho report might serve to a r ouse suggestions 

on t he Hill for a monetary authority more closely identified 

wit h t be Government t han t h e Federal R6aerve s ystem now is . 

He said t hat personally he had no groat interest in 

whe t her t he Federal Reserve '"as grouped with t he Treasury or 

, ot . 

During the course of the conversation ~. Eccles expressed 

h is plea.aure t hat the Treasury was onl:r offering fift:r mill i on 

of bills each week now, saying that he wanted t o see exce• s 

reserves increase just at this time . 

Upm. 

Regraded Uclassified



325 

GENERAL M OTORS CORPORATION 

EXPORT DIVISION 
GENERAL MOTORS BUILOINO 

BROADWAY AT S7lll STREET 

NEW YORK, N.Y. 

The Honorable Henr,y Morgontbau 

Secretary of the Transur.r 
\lashiJliton, D. C. 

ll7 dear llr. Secr etary: 

J anua17 13, 1937 

!lr. Moone.r telephoned me from Washington this noon, following hie very 

ple&IJant conver satioDIJ with you, to tell .. of t he interest you bad ex­

praased i n the monetary situation •• it 1e currentl.r unitesting 1taeli 

in Japan, and to ask me to give you whatever inf ormation I could benl'­

ing int.ilu.tel,Y on the subject. 

It happen• that we have been 1n close cable contact with our Osaka 

office within the put few cls.,ra, as we are continuously, and the opinion• 

set forth below give weiaht, therefore , to the knowledge made av&ilable 

to us by o ,.. rapreeentatives on the around, as well aa to the interpre­

tations provided b,r our financial officer& back here . 

The recent emphasis put upon the exchange restriction& prevai 1 lag in 

J apan r elates , of course, to n developaent which is not new 1n itself, 

since these r estrictions have been 1n ac tual effect for a number of yeara. 

Under this prevniling syatea, tree exchaage u:.r be procured o!!lT tor 

imports of bone fide merchondise ehipmente, with other deaands, such aa 

tha re;;Uttanco or profits, requiriag special governaont license 1n all 

cases . The iloplicn tion of the Mwly published ordinance, ao we see it, 

is that a auch sharper control and supervieion of exchange trananctions 

rill be exercised by the author ities 1n tbe future , but we have no direct 

evidence , actually, that thia rill result 1n any reduction 1n the total 

&liiOunt ot excha nge allocated. In our own business , as a lllltter of tact, 

..-e have bean led to belieYe tba t exche.nge rill be granted tor iaport&­

tions or mercho.ndise and ror other purposes equivalent to the exch&nge 

requireaents in the period 19&5-19M, and it IIUIY well be, if this indica­

tion is typical, that the general intention of the ordin&nce ia to keep 

de.ands for total exchange at their present level, and not neceasarilT 

to curtell thea. 

It 1a not surprising, 1n any event, that developments are taking on their 

present coaplexion, because tor well over a year a nuaber of thin&• have 
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conepued to put the yen under definite pressure . There is, tn the first 

place, the J apanese adventure in Wanchukuo, which has resultod in a tremen­

doua drain of capital fr<111 Japan to this area for couercial expansion, 

and fro~:~ whicb no return ia yet apparent; and there is also the inord11late­

ly high coat of administration , both civil and military, which prevails 

within Japan it.self. The &.riJl:if and DAvy bave, tor a nuaber of years, been 

obtaining an increasingly large share of the annual budget, and the ailitary 

institution has gr adually assumed a more dominant position in the J upanese 

econolll¥, reachiug its grea teat aacendenoy, perhaps, in the mill tary coup 

d ' etat of February, 1956, when cert.sin lliniaters, including the conservative 

Minister of Finance , wer e assassinated. 

Following this development, the yen broke away f~ sterling and depreci­

ated sharply. Although it eeeli.O that the llilitary lost appreciable ground 

on this occasion, it does not appear to have constituted a complete defeat 

for them, because the moat recent budget figures , published within tho 

last month, show that 48~ of the budget 1a still dedicated to the araed 

services. To offset the latest iDCreasee in the budget, an effor t to raise 

r evenues is now being made by ner: end heavy taxation , the effect of which 

rdgbt well be calculated to drive substantial uounts of capital away from 

the countr7 - a thiug which has actusl.ly tended to happen, and ..-hicb ::;ould 

normally make stricter application of tho exchange regulations desirable 

from the J apanese standpoint . 

The yen baa subsequent ly recovered, of course, but an influence tendin& 

nor: to weaken it further, and to increo.oe the demand for stricter exchange 

re;ula tions, bas been Japan' s recent heavy purchasing of cotton, which was 

itself undoubtedly stimulo ted by a desire to anticipate both a possible 

further depreciation of the yen and the l.llposit1on of tighter exchiUllle 

controls . 

The present Finance Minister of J apan has announced that the recent ordi­

nance s t r engthening these controls is aimed solely at st..bilizing the 

yen, ~resuanbly at its present l evel . There is some r eason to believe, 

fro• this and other evidence available , that the sounder el~nts 1n 

J apan, as represented by the COlllllercial interests and the parlilllllenta.ry 

group, 118.Y be gaining strength at the expe11Be of the • ilitary, and if this 

is so 1t should react fa•orabl;r to the stability of the curreDCy whicb is 

ostel\eibly being sought . The collateral evidence in this regard - it it 

may be considered as evidence at all- is the recent softening ot J apan's 

attitude to•ord Ruasi a and China, end the reciprocal stiffening of the 

attitude or Russia and China toward Japan, as nll aa the hurried negotia­

tion of the pact which Japan has recently concluded rlth Gel"lliOlT• U this 

evidence ia .alid, it proVides ground for belief that J apan may have reached 

the and of her tether; that she UJ" r eo.Uze this herself equally rlth other 

nations, and that this realization llliY serve to induce a leas profli&ate 

national finance, ~bich could wall reflect favorably, in the future , upon 

the value of the yen. This develop!IBnt aay, on the other hand, indicate 

11erely that Japan 1a pauaing for breath today in an effort to put her bouse 

in better order. 
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However this IIAY be , the future outlook on the course of the yen is in­

berent!T peaaiaistic by reason of the precarious fiscal s ituation prevail­

ing inte.rnal.ly in Japan. This is a basic coD8ideration Wich wUl con­

tinue to affect the current trend in the n.lue of the J apanese currency, 

bowover stringent the exchange regulations 1lllposed may be. I t seeas clear 

that the greatest danger to the yen, quite apart from current foroign 

demands upon it, originates froa the fact that the public debt baa now 

passed wbat was once called the danger llait of 10 billlon yen, as coapared 

with a figure of 6 billlon five years ego, and H 1a extre::tel.T doubtfUl 

that permanent stability of the currency at its present level, or even 

at a lower l evel, can possibly be achieved when each budget year produces 

new deficits ~b1ch are financed by •red ink" bonds to the increase of the 

national debt . Far from r eli eving this situation, a"¥ increase in foreign 

axchan&e restrictions to a point that would ser1ou.al.y interrupt J apan 's 

intercourse ll'ith the r ast or the world would tend to have the opposite 

effect of inducing isolation, with its consequent a ttenuation. 

This approach relates itself, basically, to the conception we hold here 

that the value of aey national currency is detel'!dned predominantly by 

conditions nthin the country itself. ll'e bold also, incidentallT, that 

the c11rrency action which aey country uy take, in the way of depreciation 

or manipulation, is of genuine 1lllportance only within the domestic confines 

of that nation itself, and that cny tendency to look upon such ~onatary 

action as being designed pr1lllar11.T to secure a •competitive• trading ad­

vantage in foreign co- erce is quite fallacious . 

I hope this broad sketch of the situation with respect to the J apanese 

yen , as we have been able to appraise it from the information avaUable 

to us bore, will be of i nte rest to you. I f there are nny specific points 

on whi ch you think we could !'urnish additional information, you may be 

quite sure that the facilities we possess are entirely at your service. 

Sincerely yours , 

3U 
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&WlLl:&IIG !1£1 J:lCRAI'lJS 

Jyu D. lloop!7 

Viee-Prea14ent in c:herge ot Onruu Operationa, 
General MOtors Gorpor &t1on 

--------

~·• &t ln\ern&tion&l Dinner, .Aut...obile 118Dlt&eturera .Uao01&Uon 
ll1h C&rlton Rote1, ... Toft: 

•araaber 16, 1936 
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I have been aalced. by your cUnner eo•i ttee to melee a r,., remar!ca 

on the international situation, and. particularly on the proeaaaea that 

are being undertaken to atabiUse the excbazl&ea. 

Now , ord.1nar1ly •. atte%'-cUnner apeeebea on economic sW>Jeota are 

rather borine. ~t thi• wbJect, atabiUsing the oxebang<Ja, baa polli ­

bil1ties tor tryiJlC yaur patience that aro sl.llply 8i)palUng, 

I estimated the other daY, tor e~le, that it would. take me 

five hours to outUne the preface or preuble to tbi a sW>Ject t or you. It 

would. take aneral hours to relnte the eJ<cbazl&e biatory of the poat fit­

teen years and the trial. a and tri 'blllationt of tho .American for eicn trader 

aa bo triad to get hie coney back into dollars without sufferiJlC lJuce 

eJ<ebange loiB&e, It would take .,. at least three baura to gin aenral 

countriea abroad the right ld.nd. of bell tor not letting the .Aaertoana 

.Utcgetber, I eat1mat&d that 1t would take me 19 hour a and 20 

minutes to conr the aubJeot properlT t or you, 

~ tbia point I d.eoidod to go on the 5<>-50 principl e, l1lte tbe 

l renob cook wbo was uked how bo aada bia tAJ!W atew. Be replied., "I 

uaa halt rabbit and halt bora-at ; ;vou !mow, 50-50, one r abbit, one 

horae.• 
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Bow, aa I said, I haTe decided to r;> on thia 50-50 prinCiple, 

too, and leave ou.t ~ ot rrr apeech, - 1 mean the 19-hour ~. In 

other words, 1 ahall do rq but to hll 70U what I ~ ot atabilleing 

tba oxehozl&e•, - in 20 111J:mtea. 

1fe are extremaq fortunate tonigllt in bavin& with ua, tor thia 

diaeuaaion, tho Honorable 'lqne 0. 'l'qlor, J.aa.ietant Secr etary ot the 

'l'rea8Uor7. 

'l!boae of ua who have mown wr. 'l'qlor durin& the paat aeveral 

7eara have fou.nd h1a, as a Government offiCial, retreab1n«J.7 oxper1ence4 

aDd IO'O.Dd. Be baa gained bia knowleclce ot foreicn trade and exob&Dce 

probl11111e 'b)' practical contact on the croun4, both in the Unital! Statea 

and abroad, 

I waa told that thU would be a private clinnor, and that ,.. 

could all talco our hair down w1 thout fear of the 1nquir1n« reporter. 

U<:ordingl)', lqne, I aa &<>inc to apoalt to TOU verr frank~ all011t 10 .. 

of theae problllllla that have been botherinc ua fl>r 10 ~ 70ara. 

I happened to be in ~pe at the time the announe-nt wee 

.ado of 'he &old bloc devaluation and the 10-callal!. atabillsation pact. 

'l'ho o!'ticial etatemenh I read. on tho otbar aide .. re all TOr)' opt1.111at1o, 

and the 1~~preae1on wee auooeaatul~ created that a deCided atop !onrard 

bad been taken to.ard atall1ll•1Dc the excbancea. lrankl7, I -• a bit 

ekaptical allou.t thia, becau.aa the IIDMUDOOMDh were not TOJ'7 aat1af71zlc 

aa to the teobniqua to be provided for aoco~~pliahinc tbie pro11iaed ata­

bil1t7. ICr ekaptic>1• _. inoraaaed b7 conTOraaticna I had later with 
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oome of the cove....-,t ottieiala .oat intiutol.T ooncerned with the fate 

ot their respoctive curren01ea. 

I Visited with Doctor Schacht in Cle1'1114D1; llr. VaD Zeeland, 

Precll.er of Belgium; llr. Col1Jn, Prellier of Bolland; Professor l!Nina , 

Preaident of the Netherlanda Clearint; Inetitute; llr. Charles RUt, Vice 

Governor and :&eonomiat of the Bank of J'ranee; Sir lrederiok Leith-Roaa, 

lluaber One llan of the Br1tieh 'rre&&ur7: and Prcfeuor Clq, Jcooomic 

J.dviler of the Bank of ~laDd. I "'" not &Oill6 to bore 7011 with the de­

tail of these oonveraattone, but the gilt of what I gathered ia this: 

llo atteapt will be made to keep tha exc~~an&ea atabla, except 

nthin narrow l1111ts and over ahor t porioda of t ime. What all of these 

countries are r oall.T thinld.nt; abou.t 18 their own internal eeonollie salva­

tion fiC'ot of all; with ac~ croaa-rate atabilitT oollill6 in a bad ae<>­

ond. J'renoe and J:nglcd, ao well aa Holland, have doubts about the rate 

at which their CU"renaua ehould be poged, 1n relAtion to gold. 'rhe7 

are nat sure abou.t theV prioa lenla in the situation. 

The lngliah aq detinitel.T that if sterling begine to drift 

a>r~ frO!Il sold, they will not t17 to atop that drift, The Dutch will use 

their equalisation tund on1T aa a means, aa t hey expreao it thecaelvea , 

of rappiJ16 on the knuckle• tUJ:if apoeulator• who llisht be tempted t o •bear• 

the florin . One of the moet interoot1ng expreoaiont of UlJ' of theae ••n 

waa that of ltr. BJ.at , of J'ranoa, who took a politi on ot extr8110 akeptieiD 

toward oo•e of the theeriee that are aupport1nt; the pol1ciea of the IIW!T 

OOW1tr1ea who have .. baz1ced. ~n the oo-ealled IIIQDaC8d currenQT adventure•. 
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!low, llr. Tqlor, in order to be &I brief u po sa1 ble, I ahould 

like t o preaent to ;rou a 8UIDIII4f7 ot a few ot the axioma, or tun~t&la, 

or pr1Doip1eo, or wh&tever 70U want to o&ll them, that wo tore1111 tr&dere 

have plaited \q) durinc fifteen :yee.re ot experience e.nd observation ot the 

var1ou1 p~r money uperillenta tha.t h&n been tried b;r all the govern.... 

• enta throuchout the world. 

There e.re certain azioae 1D the aituaUon, aa tbq concern ua 

here in t be tlni ted St4tea, llr. Ta.rlor, ad I abould Uke to pau tbe11 

alODC to 7011 tor wh&t )'QU feel tbell to be worth. In other words, I ea 

COiDC to place m:yaeU 1D the poaition that lt.l.ll Rogers took with the !Inez-. 

i oao Navy durinc t he World War. You will remembor that the JJavy Depe.rt­

meot waa ve17 keen on gettinc ~1t10111 tor cloiDC swq with the ae~e 

ot German submarines. Will Boger a , 1 t eeea e, pointed out to the Navy th&t , 

iuamuob as it is 1111poaa1ble tor a IIUbaarine t o operate in boilinc hot 
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water , t haT could do ~with the GerM~~ au"IIIDariDea b;r boilinc the J.tl&DUe 

Ocean. One ot the adairala alkedllocere , "Tea, Wi ll , but bow can •e boil 

the .l.tl&Dtlc Oceant• .And Will Bocere replied, •weu , M.arlral, I'• cl"riiiC 

:vou the big i dea, - ot courae, :you will h&ve to work out the detaila. • 

How, Wa;rne , I 1m gol nc to gi'rt TOU generall.T what we CODiider the 

big i dea 111 tbil curre~~ey at&b1lioat1oll •1tuat1on, and lea'rt it to :rou to 

worlc out the detaila. 

1. J.ll of the e:r;periaeota that have been co11dlwtec1 in 

paper 11011e7 h&ve one thlnc 1D c-11 - the:r are a 

tlllbt !rca the realitlea ot gold lllld cold price•. 
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2, Bo oount17 baa aftr sone ott .,ld or eftr doea ., 

ott sold actu&lll or f&£1;n•ll.l, It u;r so ott sold 

contraetu&ll.l ; that ta , it 11117 r etu..e to rede• i ta 

paper curreney at ita taee Yalua in sold, ln>.t tbU 

doee llCt clwl&e in tbe aUdlteet degree tbe r~ 

mental attitude of tbe Goftrnment or ih cit1sena 

toward tba attraotive qwalitiea or ,.old itaelt, 

Whether a nation i• •on sold,. or • ott sold,• it 1a 

a TeJY a1AJ11f1C&Ilt tact that sold al~ baa been, 

and etill i a, the c0111110n denollinator of all internao­

tion&l exobanse traneactiona. In other worda , ,.old 

11 the 118d1Uil of exchan&e UIOftl> paper mone)'S, 

J. The re&l priceo of world oo.-oditiea - wheat, cot­

ton, ooppar, oil, etc. - are cold prices, Theee 

price• are atill ,.overned, on a world b&aia, bT the 

1111.pply and demand tor sold and the INPPlT and d-d 

for co..oditiee, Intarn&l pa~r prtcea of theae 

world oo..odit1ea in uq oount17 are a bT"'Produet ot 

theae world pricu: thq are detarained aut..ati­

~ b7 the sold Talua or that partioaar oountrr a 

Pl!il8r 110nq, 

~. The rate ot axchellce between the paper 110nqa ot uq 

two oountriea can be atabiliaed o!llT when each oauntry' 1 
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pe,per 11DI187 11 atab1l1ced ln ten~& ~ gold, lqual.-

1sat1on tunda can •pet' Cl'Oia-ratea o't&r OOIIPfU'8" 

t1 TelJ' abort per1oda of t111111 end within nerta1n 

narrow lllllito, boit the exohazlc9 ratea of two paper 

100ne;ra C81U10t aotuallJ' be kept atable unleaa each 

pep<>r ..,11"7 1 taelf ia lalpt a table in hraa of go14. 

5, 4 paper 100n417 cannot be naluated liT otter1Jlg to buT 

£1)ld in tenea of that 100ne;r. .l.otua117, it U the 

of far to buT the paper 110ne7, the ~fer to redeem 

the paper in definite teneo of I!J)ld, that naluateo 

it. 

6, ~ debtor (l(N.nt%7 cannot etabiUse ito currenc;r un-

1&11 1t a:porto ennn•ll7 ..,,.. then it 111!P0rte, bT the 

amount of 1 ta &IIIN.al external debt dlarcea . 

7, .A. DAtlonal eurrenq cannot be pel'IDIU>8ntl.T atabiliaed. 

unl .. a the n&tional bu4&ttt U halenoed., 

8 , The laOt of atable exohaace rate• 1• not the c.1ae of 

upoet trade oond.ltione in the internati onal marke t a 

a11r mora then hill> te~q~~ratura 11 a c.11e of ~1-

pox. The hip t~~q~~ratura 11 onlT a Q~~J~toa. Lack 

of atable axchazlce ratM 11 a 11711Ptoa, too; the 

nallpox of eu.r praa..,t-U.JinterA&tional trade end 
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.IIOD81' OODditiODI 11 eegpgP' C Q&tioWl•. 

9. It io t'uUle to diocuoo intemational &«ree.,.nto 

tor tba otahillsation ot exobaace rates ot paa>er 

moneys , until such time u the otroaa can be talcen 

ott sold for the discharge of international obli~ 

tiono. 

'l'he atreao on gold cen be relieTed cml.7 by malr1 ng 

it poooible to diocharge theoe obligations more 

treeq in gooo!.a or oervices, In other worda, when 

we begin t o convaleoce from the dioaaoe of econolllio 

natiollaliom, when goodo again are aa •good aa gold" 

for pqing debts , then, and ol1l,y then, shall we find 

it poooible to keep tile exobaace rates stable. 

10, When gooo!.a tl"" freeq again acroaa international 

boundaries, when national b>.dgeta are balanced, and 

when internal pr1oe levelo are brougl>t i nto oqu1Ub­

r1u 'Qr tichting rising 1nduotr1al cooto, then, md 

onq t he, om paper 110nl)'8 be otabilised in terao 

of cold, .Acd ol1l,y wba tile veriou paper COIII!TI are 

stable in t e naa or gold can they be otabill&ed in 

tenaa of 0111 another. 
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lina.lly, it haa been a dallled nui.anee to have to specul&te in 

thB excbange rate a, and ..-~, as foroip tr..Ura , will be ver, srataflll for 

&'1>3 action that will tend to :remove thia nui.anee. :rar more 1.aportent 

than this, however, we need continued help in bl&sing llllfq at the quotu, 

exchange reatrictiona, embar£0&&, and exceaaively high tariffe that have 

oo et'fect1 vely clogsed up the whole international movement of &Qoda, 

Our J.merieen motor cars have taken a terrific beating fro• theae 

roatr1ct1ons duriJl& the peat ff!lff yeara. We ou&bt to be export1nc three 

or four til:oea ao JDaDT auto1110biles aa we are exporting tcxlq. The American 

motor car ia the moat dea1rable proc!u.ot that baa been offered b7 aD1f coun­

try for export during tho past gane ration, and literally millions of 

people abroad are e"6"r to own and operate an American automobile, llllt 

the whole fabrio of i.nte rnationaJ. trade hu been eo badly broken dolm 

that thia hit:hJ.7 deaired product 1B excludn fro• a very larp part of 

the world toda7, It 11 either almt OQ.t entirely, or it mnat be otrered 

at "'J.ch extremely hi~ prioea that it ia be70nd the average bo.~Jrer'a reaeh. 

I aa,y, in all ser1ouaneas, that beosuoe thia 11 eo , the sales of Amerioan 

motor cars abroad aro not one-fourth ot what the:y ahould be , 

In conoluaion, Gentlemen, I prellllllle 7ou would like ""' to •a:r 
to llr. Ta,ylor, on y<IUZ behalf, that the .. tomotive indu.atry will be ver, 

happ7 to cont1me to ~pert the u. s. Trea11UZ7 and the State Depart .. nt 

1n the excellent etforta that are be1nc mad.e to a tra1ghten ou.t thia badly 

IIIWldled"''l,p exollancO and paper mone7 o1 tuat1on. 
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GROUP MEJ:.TING 

?resent : 

... . Jr: 

' .1 : 

• • J!" ! 

llrs Klotz 
l.lr . LlcReynolds 
Mr . Upham 
:.!r . Bell 
:.1r . Baas 
:&r . Gibbons 
llr . Gaston 
Mr . Oliphant 

Goo- JJ:.)rnln, • 

Gooa morning . 

~ iss Rocnc not t1cr e? 

• ~ .:lot~ : !lo . .r . 'T&y lor 1sn' t . 

H • • Jr : 

Jliprlhnt : 

'* • Jr : 

~li~n .. nt : 

I spo.t~ to 'l'aylor . 

Is he ill? 

Y.;s 

h it tnu rlu? 

J anuary lJ , l9J7 
9: J5 A . l.f . 

337 

~~ . ' . Jr : I ~pok~ to ~rs . • &;lor . Shu s& i ct sort of fluisn , 7es . 

iJn~nt: 'nnin; .11 s & tE:n,>c r &ture or 102 - ~·<os terilay • 

.. . • . J r : Rerlly'l 

"11':\<nt : Flu . 

... . Jr : ;.!I.e? 

·~ll~;ynol c : !lot h i ng ex<>ep t t hr t, subjtlct to your 11pprova1, I um 
t&king the t r a in a t h&li' past six tonight to s ee my 
oaughter bre&k c bottle tomorro.1 morning - come back 
to:norroc nirht . Se bee~ Friday morning, be gone one 
i.!Ey . 

H o . Jr : Gooo. . "nil t ' s in tht. bot tle? 

J.lc:teynolJs : .ell, I i.lon't .mow. 
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Bell : Tnoy won ' t let niw know. That ' s wise . 

!c~eynolus : Jus t becr.use Dan's a •sissy" doesn ' t mean ••.• 

... :J . Jr: Coas t Guar ... •s a sissy - is t ha t wha t you sLid? 

~c.1eynolds : I soy Dan' s a sissy . 

_, . J . Jr : On, Dan ' s a sissy . 

• .;Reynolds : Dan ' s a sissy . He has no interest i n what ' s in 
t he bottle . 

ri . • Jr : 

:.!c:'leynol<!s : 

uell , besides t hEt, anything else? 

llo . t:o , t her e 's nothing . 'I his chap wno 
yesterday 11ent a~&)' . He s&;;s he ' s goi llt, 
a r ound until he finds out .vn~; t aappened . 
tna~ ~LS all rignt . 

.. a s in here 
to wait 

I told him 

H •.• • Jr: Griffi t h? 

~crteynolas : Yes . He made no prote~t when we told him thut nothing 
woulo be done until wo go t thi s answt~r; said investi­
gation would be made end a t actful r eply . 

. . _. Jr: All right . 

U ;Jnam: No taifll.,, .Jr . Secr et.& ry . 

u . ~ . Jr : 

Bell: 

rl • .! . Jr: 

tlcu:.s : 

H. ! . Jr : 

Haas : 

Gibbons : 

('lo Bell) You wr.nt to s t ay af terr.ara s , we • 11 t a lk 
bills? 

Yes 

Have you go t your memorcna um for me? 

Yes , s ir . 

Supposing you &nd Bell t Ey a nd we ' ll talk a bout 
t hat. 

All right . I have notnin~ else . 

There 's a memorandum typed on that Kleberg matter 
that I talked on to :;e~t two or three times . Tom 
Gorman investigated e fellow; Farley a nd Stevenson, 
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agbnts , .1ere up to see h i m. The only r ecoro I 
h-.ve il'"tting tnyself in ·. riti!lf' .;&s e. telegram 
to him !.Skin.- ni.m ;wnen nt> ' d be here in I LSilington, 
see? 1he .. nole tnin., ..r.s gone thro"(;n very 
t.,.oroug:lly . 

iou •re eoing t.o see Him ;ourself? 

I ,,£< ntt.a to tt.l.< to you. I u 1dn ' t wt.n t to do it 
~<itn:>l.lt you t.:.ldng to J(l~;bt<rg or gt<tt1ng .<leber& ' s 
clctr~once . I ' ll ·o up ~!'lol see .110 • 

. t s nt. ir.tercste<l in ...•. 

This s· me fellow '!'om is down there t.o ht maae he~<d 
of tnis a istric ~ oi' Senator Connally - Ct lled me up 
t t;tin, t nu :Utl•crb ;·;:..s l n ht~re the oth r day, st i d 
t ... ;, wo;re get; Un~ tir ed o: our t r ansferring Re , ub-
11ct r.s from t•l~ Clinadi lin boruer Go .. n to .ex<iS . It 
so .. • ,> cr.s t:~1~ : el1o" B::.ilc~· is ;m.;oubteo1y a 
Iie:=.o~t·t t . !!~ .:::. s born in ..lissouri, r ppointed under 
t.te ;iilson a dministretion. 

~R~:·nolos : 'Crt nsft:rred fro:n the Ves t Co::. st . 

Yes . u t ~ '"' 1 L neve the 
1 lriEu to boil it UONn -
But t.ht t Nill be typed in 

~~o-~nduc . It ' s ebout -
it ' s rbout four pages long . 
tnc ne:r.t :.o minutes . 

. c:leynol ... s : Tom probably ia tn& poor est - probably we ~oorest 
o: t11 tne Bor~cr P1. trol men thtt t~£Y c~n take to 
0

1ve a respon~1bl~ place : n£ 1 S just ttrrlble . 

.. . Jr: .:h1h >e are on tnt.t. , Ftrley c t.lled ..:1e up rr.d scid 
tntt he ~as c~lling all tne C£binet to tell t hem 
tilut any a.Jpoint..~unts in Text<!l - that the Vice 
Pr eeident w~>nts to be informed and conswted as 
Nr.tior.a 1. Commit t.eemen of Texas . 

Giobon.; : Ou, u:t nun . 

' . ..: • Jr: So .. 111 )'OU .t~eep that in mind , I th1M that some­
body - I 1 11 have to go up myself . ''!ho ' s the head of 
t he Uoraer P~trol under Gorman? This Border Pa trol 
l'ello•11 - wna t •'s nis name? 

llc.h:ynolds: utc~· ' ve ooved tnt t a couple t imes . 
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llo, the fellow - he 1vas in the Legal Division all.l 
we took him and .... 

You mean Shamhart? 

~c3eynolds : Shamn~r t . 

Gibbons : 

H . ..l . Jr : 

Gibbons : 

H . .J . Jr : 

Gibbons : 

Gibbons: 

ri . ~ . Jr : 

Gibbons : 

H .~ . Jr: 

Gibbons: 

Oliphant: 

Gibbons : 

Be v.ns born in Tennessee end raised in Florida . 

.Vell, is he a Democrat? 

He s~ys tha t the only time he ever voted in his 
lift~ .'las for !loodrow Wilson in 1916 , 

If you ' ll re~ind me, I 1 ll n~ve to t~ke Sha~art 
up tncre and let him sit doNn .vith tne V.P. and 
explain what we •re doing . 

Oll , I've got & oatter on :~y desk I 1 ve been .. unting 
to tc,lk to Garner about, clwngi~ a port uo.m there, 
IIIliCh •••• 

Hne . 

.... the economic c onditions of tne country huve 
cnaOfed. 

Yes . 

.. ell t11en, tnis tning - tle of course probably might 
nave forgotten - this .nun .est has a cousin over in 
the Bureau £nd she' s been- she' s 66 years old, and 
nithin the last 10 or 15 years she ' s been admitted to 
tne Bar and she «ants a l.egal position. /1nd even 
Moyle - JJoyle t ol d her in his frank way , he said, 
"You ' re too old t o be a l awyer . " He said, "You 
ought to do something else ." 

Dldn' t know there was any age limit . 

I shouldn' t &now eitn~r, but ne meant to start i n . 

;;est has been in to s ee me about that a couple times, 
but it isn' t the thing to do at all . 

Oh yes , she 's .•.•. 
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•na i nciuentally, if anybody comes to t alk to you 
ubout a n appo intment for Collector of Internal 
Re venue ln Geor gia , you better k e ep out of i t. 

Refer hi~ to Cnip Robert? 

:.o, no . But t her e ' s a fignt on betr;een Russell 
~:;nd Georl.e and I'm h::.ndlin~ it .:ith the dhite 
tiouse . 

Yes . 

341 

I toh. them, E. rh:nt bet't:een Uni ted Stctes Senators , 
I'm goill6 to l e t the :lhite !:louse h:>ndle it . 

Jim ~·c.rley SJlO.te to oe b bout t ha t tne other day 
berore ~(. ,ent f:.W~Y . !:le 9t i.,; to be very ccr eful 
if ~nybody celled up . 

Ye~ , :n~ they say the tHO Sen&tor s a re diametrically 
op~osec to e~ch other . 

No .. 1 
111m . 
111. 

on his launching he wvnis me t o go own with 
Ol' course, Mi ss lloche is not he1·e ; Wayne is 

You better stay . 

I 111 stty here. 

J . :C . 

lit Cbn bre;.k the bottla witnout o e . 

No , you better stay here . tnything else? 

t;othin.,; else . 

uerber t ? 

llell , on tn&t same subJect, I - I thought I 1d like 
to get aRay t omorro., to do some outsi de work . 

·.nw t do you have? 

McReynolas : li ' s do.vn in Charles t on. 
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I oave some appointments I ' d like to f ill down 
there in Charleston . 

;,hat ' s the joke? 

lie ' s going do .vn to the launching . 

I was going to go down to t he launchi ng . 

lie ca n r ead my speech. 

J. r e you s e rious? 

::ell, 1f - I 1d likt to go i l there • s anything -
unless you tninA otherwise . 

There ' s noboay here . I mean I •m all by myself . 
I mean there ' s Hayne lW&y a nd everybody e lse - a nd 
'·'i tn Mac aw&y . 

Sure , it isn't necessa ry . 

Will there be a no ther o ne there? How many will there 
be? 

Oh , this is jus t one launching Jo•m &t Charleston. 

,,hat day i s the launching? 

Tomorror. . 

..!c,teynolds : He'd ilave to go on the same train I go on tonight . 

Guston: 

J •• Jr: 

Guston: 

d .:J . Jr : 

Gus ton: 

H. t.. . Jr : 

Gas t on: 

I 1 d nave to go tonight and come back Fr iday c orning . 

.vell, i f you a on• t mina, Herbert •.•. 

A~l righ t , I a on• t mind o t al l . 

I a on• t want - I don 't think it ' s - I•m not going 
to. ge t so short-handed . 

~es , yes . 

I ' m ca rrying all I ca n . 

Rig•lt . 
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You don' t car e , do you? 

Ko, not at all , sir . 

Somer s sent nis Clerk of Committee in last night 
to s ee ~r . Clinton Bester, and t he obvious purpose 
~as t o t e l l Mr . Hester tht. t the reason - (this 
portion inaudible to reporter) - i s he just didn ' t 
know anytllin" about H at all . 

.'.'ho? 

Somer s . 

,',ho ' s going to go there? 

You are . You ' r e to hsve tne •written invitation 
f r om t he Com~ittee for lJ : JJ tomorrow. 

On . 

That ' s all . It ' s merel y o ~uestion of ne jus t 
doesn' t know anything . 

Somer s? 

343 

Yes, and toe wants t o find out about it . The only 
alt.,r n.:.tive would be ror somebody - but 1 1 m sure 
tn&t- tnat you - but you coula decide to answer •••• 

No, I ratner look forwar d to it . I t hink it ' s al l 
right . 

You' ll get your usual let~er of invitation. 

Just an executive session? 

Executive session. 

Sell, you see rignt tnere, if notning else •••. You 
see, Herber t? 

Yes . 

Wha t? 

Yes . 
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Now just a minute . There is z: pr ess conf'orence 
tomorrow nnd we ' ll have to shift that . Press · 
conference when, 10? This meeting is at 10? 

10 : 30 . You ' ll have to shift it . 

~rs Klotz : Friday . 

It • .! . Jr : If the boys want to see me, would you want to 
make it today, or make it - I can do i t 9 : JO 
tc~orrow or 10 o ' clOCA friday . Why not 

li~<ston : 

lJ o ' clOCA Fr!aay? 

I thinA that Nould be better . Tney don't like 
7: 3J very "ell. 

.. . . Jr : • .'ell, lJ o 1 clock r r !day . 

·r s .<lotz : '•Ould they r ather hnve u 1J:3J meeti ng? 

H . ~~ . Jr : ','/hat ' s the usual time? 

Gas t on: l O: JO . 

H • • • Jr : All right . The \'/eights anJ ~et.sures in the House 
are going to have a Committee meeting at 10 :30 
tomor ro·:: , Dan . 

Bell : Have you been c~lled? 

... • Jr : 

Oli;lh•nt : 

H. - . Jr : 

Oliphant: 

II . ;.I . Jr: 

Bell : 

Yes . ~t • s ~n executive • 

That ' s rignt . 

And I think ttwt you'd better go along wi th me. 
And you (~rs Klotz) let Lochhead know - Arch 
Lochhead, see? Anu you (Oliphant) go . fiho else? 

I t hink l' 11 t ake Opper Hi th me . Be 1 s never attended 
one of those und I ' d l ike for him - if i t ' s satisfac­
tory wi t h you, I 1d like to . 

(To Bell) Would you have that usual little poge? 

I'm getting up some material . 
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And Herbert, I guess you might go too . 

(IIod!l a ffirmatively) 

And I ' ll tell you ~hat let ' s do . Let ' s meet in 
tne office here to~orrow morning at 9 : 30 &~ have 
a little dress rehearsal . 

I might say in tha t connec tion the most useful 
t hing to give the Colll!lllttee is wha t t he Committee 
can use on the floo~ in expla ining . 

I don ' t see .ve can give t hem much of allything • 

I mean I don ' t thiDA - t he effort is not going t o 
be to get the confidentia l stuff . The effort is 
going t o be to educate theo wnot they can say in 
defense of it o.hen it comes up on the floor . 

I thi~ what I ' ll do is what I did up before 
£pproprio tions, explain the thing . I t alked 
about an hour , di a n' t I? 

Yes, sir . 

345 

PnJ give t hem in coru'i dence the figures thE t I 
gave those people up t here . r; ow, I say, "••ow, 
gentleoen, you ask me any questions you •. ant and 
I'll answer ~>lla t I can . Whll t you neec in the way 
of ini'orma tion, see?" But no,.,, tnis is one subJect 
tnat I do .<no.r i f I know Enything, and l et's Just 
see now we get a long . 

Unless you prefer to tio it, it 11on •t be necessary 
for you to volunteer t hose figures . 

Well, every time I ' ve done it they liked it . And 
r don ' t see - I know when we were u~ on the Hill 
the other day with tne Speaker and Joe Robinson -
who was i t told me that the Speaker s&i d he ••• 

Told you after wards . 

•.. was tickled to death . Bankhead . 

Oliphant: Yes . 
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And I don ' t mind kind of having them leak out . If 
I did, I wouldn ' t g ive them out . I think it ' s 
something to be proud of . 

But t he purpose is to educate some of t hem. 

Vlell, let • s mee t a t 9 :30 and we can ask each 
other questions, and thet •s ell then. 

Cy , I ~ish tnlt you ' d go over End have e little 
talk wi th our friend ~ccles , see , and ask him when 
he ' s going to m>.ke up Ius mind on excess reserves, 
because the m3rket i s getting awful sha.cy all over, 
see? No,v , .men they 'nnounced l"st time di dn 1 t 
tney >.nnounce 1t on t he 15th of July to take effect 
fir st of August':' I s t nat wllbt 1t was? 

It •:a s t .. o weeks in udvance, yes . 

15t h of J•llgUSt NUS •••• 

First of Aueust to ... t wo 1·:eeks before i t was 
eff ective . Vle •ve got the exact da tes . 

No, i t ,·;~>sn • t i.ugust , il was July . I t hink he 
announced it the 15th of July effective the first 
of t.ugus t . ·7elt, you mlght tell him for me tru. t 
as f a r as the TreLsury i s concerned the deudline 
is the first of february effective the 15th ot' 
Februsry . See? 

Very l'fell. 

Because tnen t h£ t only g ives us - 15th of Febr uary -
tnat only g i ves us t No weeks to allow financing for 
the first of Ma rch . I don ' t t h ink he r ealizes t ha t . 
So, in other wor ds , between now and the first of 
February I r eally would like him to make up his 
mind . Do you think thet 1s an unr easonabl e re~uest? 

No . I thought you woul o ma ke tha t request last 
time we discussed it at lunch and he said he 
woul ... n 1 t know until the first ·.~eek of February . 

Tna t • s why I • m cha f"81ng . 

I think you ought to , yes . 
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I mean th&t that is why I r.m chr.nging , b ecc.use 
tnat was my r ecollec tion, tha t he wasn' t going to 
ta l k to us aga in about it until after the f irs t 
of February . Now, wlla t I am s ayi ng to nim i s 

347 

I ' d like - I mean I c an ' t - I ' d like i f - we to l d 
him that January and Febrlll) r y woulu be cle~;r , but 
ne ' s got to ~>Mounce on the f irst of February 
effective the l';tn of Febr1.1hr) , rna then that only 
gives tne ::t.rket t:;o weeks to snake down until the 
t irst of !.!ar ch . 

I snoula thiM so . 

tJon 1 t you t<liM so, L&n? 

~e~, •~ey certainly have cot to do so::~ething prett y 
soon. 

lhe market is in a churn ana every r.e~;spnper has 
reference to it . Here 1 s in the 1'ribune - I 1 11 gi ve 
it to ;rou . It might snow it . I th i nk tney ~>re 
sensible to t ha t stuff too . It says here : " The 
beli ei' , uel o for a wnile, th~t the 'I re~sury would 
3&11 adaitionLl bills ~o s teril i ze gol d imports has 
nothing to uo dtn tnt increhse of the r li te , for it 
is no11 n ther .;tll o.;Sttblished tlw t for tne time 
be in& rep< :rments by bt nks frat~ wlir- loan d e;>osi ts 
.!or.s ti tute t hE pref~:rrcd .necnonism. Increased 
cnarges on tne bills Lr" aue entirely to the r eserve 
re. _uire::~ent puz~lc . " 

You might ~ell ·hnt to hol d up Cy • s t a lking to hi m 
unti l you s ee this memor andum . I mean for half an 
nour . The r eason I ~y that is Goldenwe1ser sent 
ov er e study which they made of the tlew York s itua­
tion, which i s a little tight , ~<nd t ha t probably has 
got J:.ccles ln e co•·ner . 

I "sked tccl es to sonct me over a memor&ndum . 

on, nna t - mv ybe I ' ve got it . 

I asked nim to send m~ over & me~orandum on short 
ter m, on ooney r 11 t e s . 

On, I see . 
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(To Upham) You might cull him up . 

Coldenweiser h~d a meeting ~nd they had it up . 

Call him up and ask nim where that thing is . 

Surely . 

And at Baas • suggestion I ' d put off cal l i ng Eccles 
until I have a chance to t&lk *ith Bell and Haas . 
But I ' ve got t nis in~ mind end I just think -
maybe today isn ' t the duy . But let ' s see what Haas 
has got on his mind . But I Lsked him to send me 
tnis me~orandum on money r ates and if the tning is 
in existence I ' d like to n1ve it while Bell and 
naas are nere . because - I don' t know woetner you 
people have noticed, but the last two weeks there 
h"-s been a snarp drop in the New York '!'imes business 
index - very sharp drop - tnd if that goes two 
weeKs more ..... /.nd in tu ~ting yesterday to Burgess, 
he says - I mean when you get to the bond market 
jumps up or down 10 , 1;: , lJ thirty-seconds in e 
day, i t ' s all due to this uncertainty over here at 
the Federal Reserve Board . I mean that ' s what 
Burgess said . 

You don't want to give ~r . ~ccles any expression 
of your vie;. ~.os to .;nether he Should do this? 

r.o , all I Nill s~~oy is - :;h~ t I am saying is I 1 d 
liKe to be talked to before the f irst of rebruery . 

Yes . 

I ' o like to be thlk~u to b~fore the f irst of February . 
As a ma~ter of fact , I ' d like to l~ve him ready to 
talk something about it next Tuesday . Let's put it 
tha t aay : I wi sh he could begin to discuss i t with 
me next Tuesday . 

You know, the wor st thing - I mean we 1 ve been through 
this t hi ng now so long - the '1/orst t hing i s when people 
can't make uo their mind which direction t hey ' re going , 
I mean. • no" with this strike situati~n in Michigan 
~nd if t ha t thing should extend , those f ello•.vs over 
toere hbve jus t got to make up tneir mind . 

It ' s very nice, ~r. Eccles keeps saying ne could 
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up his mind if it $8Sn1 t for n1s Boar d and starr . 
But you g~t it - I mean when you talk to him, of 
course, 611 I am asking is tnst he talk to me 
before the first of FebrULry as to my limit . He 'd 
nave to have two ~eeks; tnen we need from the 15th 
of February until the first of Waren to let the 
bona marke t settle down . All right . 

Now, Crouter, e. speci&l m~on in Justice, is going 
out to Chicago to look into the wnole ~alone ct1se -
from Jackson' s office . 

Good . 

He came up . find there ' s a moti on for change of 
venue . 'Ihey •re trying t o get &o'lay from Judge Bernes , 
t.he best federal judge in the country . Barnes will 
rule on the cnange of venue . Crouter will be out 
there in t he meantime . 

l'lho 1 s asking the change of venue? 

The defendants are - the lawyers . 

'lhe ot.her 4uestion is ubout the meeting with the 
Coomittee on Ba~ing ana Currency . Did Glass Nant 
us to ~o anytning? 

1ne only tning I ' ve got is from you . 

You called aim . 

Be SGid if he wanted us during the day he ' d let me 
know, and I lu. ven 1 t even called . 

Nell then, there 's going to be no witnesses at a ll , 
merely an execu'tive . 

I heard that Bulkley was going t o have a lot of fun 
out of Glass, going to ride nim for his opposition 
in tn~ executive meeting - that Bulkley was going to 
bave some run out of him . 

Better look out or they ' ll get Gla ss stirred uo . 

Yes, they ' ll get their fingers burned . 
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That ' s what I was afr aid of . That 's the reason I 
mentioned it . Leave Glass alone and he ' s all right . 

,'iell . . . . 

I don't tnink Lnything 1 s indicated . 

I don ' t know . No use .~orrying about it . I mean 
whatever is said is said, and Fate will take care 
of it . Just have to wait . 

That ' s all then . 

I ' ve got one other thing, Mhich will take ••••• 

You' re going to have - you and 'llhite are naving 
lunch 'lfith me. You ond Hhit.e are having lunch at 
a quarter of one . I can't walie , but I can eat . 
I 111 give you plenty of t ime . 

O.K. 
.'/ell, at that time they c an describe to you this 
set- up . And their new men on taxation - they were 
over here with a well-developed plan for the use 
of the tax mechanism for control of foreign 
securities . 

It wasn ' t well-developed a t the end . 

::e don ' t want ilarriner to shoot prematurely on that, 
because it is a very serious tning from the Bureau 
st&ndpoint, like t~t Associated Gas thing . 

Do you want t o tell hi m, Bell, or don't you think 
you can, what Eccles did in tile way of trying to 
get information. Woula you tell him that? 

Well, I don' t know how fer he went. I haven't 
been able to get in touch with Corry Gill . But 
J esse Jones showed me an original of a l etter 
yesterday which Eccles had sent to him, asking 
for the fiscal policy of the Corpor a tion over the 
next six months, how much its expenditures will 
amount to, how much its r evenue is expected to be 
on repayments, ~nd how much do they intend to sell 
of the P.W. A. s ecuri t i es, al l of this information 
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b . ·~ . Jr : 

Bell: 

l! . I . .Tr : 

Bell : 

r! • .J • .rr : 

c Bell: 

!l •• 1. .rr: 

Bell : 

ll . loi • .Tr : 
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being needed because of the Federal Reserve 
Board 's control over t he money market . That ' s 
all . 

Nell, the p~int is that all of that informntivn 
is furnished to the Tretsury and if Eccles wants 
that kind of information t he plece to get it is 
from the Treasury . 

As a ma tter of fact, we furnish it to Ecc.Lcs • 
org~nization as a total picture of Treasury 
operations . 

We do? 

Yes, sir . Every time we have a ~eeting of the 
Open Market Co~ttee, I furnish Peyser the program 
for tnree months, knowing the - what the Treasury 
balances will be each oonth, beginning and end . 

\Vno •s Peyser? 

He ' s one of Goldenweiser •s men who works on 
Tr easury financ i ng. 

351 

.'/ell, I don ' t want to do .Lt now at the timo, but one 
of tnese days I want to t ake up the ~uestion enyway 
of tne inforoation that goes out of the Treasury to 
tne Federal Reserve and from the Federal Reserve to 
us . I think it ought t o flo,, tnrough on~: channel, 
because every time I ao always heEring of more stuff 
and I aon ' t think tney Know over tnere half the s t uff 
they get . 

//ell , the same i nforms tion tha t is furnished to 
Peyser is furnished to the Open Market Committee 
here . He merely gets it in advance so tho t he and 
Golaenweiser can discuss the matter . 

You might think it over, Cy, wnen you go over, 
wnether you•d r atner have me say s omething to 
Eccles, see? Be•s stepping over the LUt hority 

· tha t he bas , inasmuch as he 's getting it anyway . 
I mean he ' s definitely stepping into our field . 
Thi~ it over whether you want me to r.ay it or 
whether you s a,y something, because it 1 s embarrassing 
for you, it isn' t ror me . Think about it . 

O. K. 
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BOARO OF GOVERNO RS 

FEOERAI. RESERVE S Y STEM 

J anuary 15, 1957. 

Deur Henry: 

I am enclosing e revised copy of a letter I have 
eent to Ste..-nrt UcDonal.d covering the extension of Title II 
of the Housing Act. The letter is an outgrowth of his re­
quest that I accompany him to the White House when he ..-ent 
to discuss the matter rl th t!lo Prolldent. I decided ngtinst 
that ?rocedure and be then suggected I give him a l etter 
ai.Oting my views "hicb bo coul.d use in his discussion rltb 
the President, •hich I told him I 1<ould be glad to do . That 
1e the reason for the letter. 

He subsequentl.y thought. that it. .:oul.d be desirable 
to send copies to Chairmen 'f>acner and Steagall of the Senate 
end l!ouse Benkine litld Currency Committees, respectively, so 
thnt it could be used by tboso Committees in connection with 
consideroti on of the extension. Ae that woul.d be equivalent 
to mskin~ it public and he desired to havo it made publ ic, I 
felt t.hnt I should make so=e changes in the original. druft of 
tho letter as I had fir st written it for him to use when he 
talked to the Pr esident. I have accordingly withdrawn the 
letter in the form in which he showed it to you and have given 
bim the revised draft as enclo•ed· l118omuch ae he is going to 
eee ~~e President in the morning and at your suggestion, I have 
asked WcDonald to bold up public release of ~he letter as well 
as t.be sending of co?ies 1.0 ~agner end Steegnll until after his 
conference with the President.. 

The above is by •&Y of explaining to you bow the 
letter came to be written in the fi.r ot ploce nod then revised 
in ite present rorm. 

Honorabl e Henry Uorgentbau, 
Secrethry of the Treasury, 
'l!aahington, D. C. 

enclosure 

Jr., 
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~ U, l.IIT. 

Dear 111-. ThO ·lda 

.._,...I nprd U. -U·•e=oe or t.M cuaruv 1a 

!1\le n or u. ..... lac An u - ot u. -t l.llporteat 

.....ne iowvd llft1"Uac U. dupno ot an -- bouelac 
ellar'W,p ....s -..q-t I'M.l.-.ww latleUGe w1~ u. 
.,.:n, t ... ;yMn, I aa w1UAc to urp ""' to tea wbatenor 

ewpe JOI& • PP")II'1etel¥ - to obte!A earl7 ecUGe bJ ~ 

\bet -ws ....u- -npp-~-uq wuwUGee or t.MJ.r ~ 

-' ....n&lAtoF u to .UU.V \be .,.. ...... .., will be -ttmoed. 

_, - laterwt. 1a tbe q.,.t.1Ge 1e WotoU. Ia tbe 

ti.rA place, ee tile frea101r7 npn-tet.ift oc \be l'ree1Al•t' e 

C:O.Utee • ._,,., 1a liM, I bAd eo eeUft part 1a dMitiop. 

lac \be 8DI"\pce-ttneno1nc prorleioce ot t.M JlcHle1Dc Aot. Ia 

\be Mooa4 plaoe, \be '"'r7 ~~ean or IIIJ pre~ poeiUoa ~ 

quifte • to be_..,,~ wi\11 _....... ondit. DO l.eee U.. 

•1\11 otbu' tone ot ondit, ADd wi\11 uq el\ueUGe \bet 

Ulnat.eooa, •• u -te llou.alag ahort.ep -ws, -1oaa ns-r 

auaei•• .... d'·'-t.1CIIlft ~t. \be -uJ. .... -~· 

Ar~aeWN. 

_, ...._ tor e t.teolllac a;net. lapart.uce to \be­

t••-• ot U. parut,y..,. \be tllr\ller ~ ot iao­

~ N neMh•c lDOder \be ;>J'OrldCIIlP ot \be 11oua1nc 

Aet. en, brie~, u tollono 

l., •se;w M(ll.e \be ~ NMnW ot \be *Wal 
~ Ia- hood~ pronto be at.- leter date, \be 

Aet -. ..._ 1a .,..u- tw r- too .._.t. e t.1M tor U. 

..,........, toM dlopo .. ed ei\11 u ..,.1.7 u ltal.J' 1 IMII:\0 11111ob le 

\be 11a1te\1Ga- Pl'lleri'*l 1D \be etet.ute. 

Z, !M IIMaelDI Aet. ADd t.be 6tete -lll1ac iiCite appl~ 

..wr, \bllreto -uate u. -1.7 - lit' llbiob .u t.1ae 

4 s t..t. .....,. o1 - ••ce-' =•ac 1aet.1wu-e - ..a t.­
.., to 10 per -t ot \be PI'Os-rtoF 'MlM ud ei\lt u -'taU.. 

s-ried lip to Z0 ,._re, ....,t. U to 1-Mde ,_I ' to tl118 

lecialeU.., tbe -1.7 iaet.it.DU.. llbi ... 1D .--1 - -tlllp.. 

1 .... -. eteu .. .......u a. • ..a a.,-t.en ~tete 1-

t• e relaU~ ~ pw Mp ot U. Pl'os-rl;t .U. en \be 

""nd•ac ..,. 1- u..teu ...... 
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I. Ia \a. •>• =a ot aUoarU.r CNJd.ed t,. t.be .,..,., 

loot ud relaW hate l.&n, t.be la:!t., ..,._.. o~ \a. 1a1 

bub ud V...t II pen! er 1 t.be •w.l rn1Dp bub, IUid t.be 

Ute u.- r 1 s •lrr wi.Ua re.,..n. to tirat Ml'tppr aa Nil 

ertrw ww1d be ll'Mtl:f .....ui.W. liar Uarrr u.r- ~PII 
hold., bouctrr, t.be ll'Mt !oUt ot iJIIU\11\ioaal. nu..tr Do. oe llullll 

r nd lrpll.T e'ftU.blr ~or .,rtp.p llllldlq, thf7 oe brooolr, 1A 

en • wiUa tho bu!ldtq eDd loua asrooh\iO!la , l.nereer~ t. 

portrrt t'rc\ora 1A ~the"""'''"' riaaUc. t,. -u.J.ac 
u4 -.lrrflnc their acthi Urr IIDdor the lloulAs Act. 

• · :railuro to wcomoace a wider "" ot Uae qat• ot 
.artpp f'!neMtnc proYided ~or 1A t.be lloollilac loot -u 1AY1w, 

clla1A« a period ot lnCH&red bu1l41D& rcUnt;T, a retlml to 

pruUorr Uaat t.be llouinc loot aa erprci&ll7 cleriprd to Oftr­

cau nn•};f, t.be •lr1nc ot a 10 or 80 per Clllt. rbort-Wrtl tlrat 

110rt,pp (the lliao•eec! •r-•1" IIOrlpp), followed b)' a aocODd 

r ortl"'se eDd f'requent.l.T b)' r t.W turt.bn u..... Thia unroeliaUr 

and br.almlour .. Uaod o~ ~lnallclng ln'fOlTrr oeor.oua coat.a that. et 

the ouhet ....., ot'WD ooocealecl ln &D llDC!ul7 bigb price paid tor 

the .,r'PPcl proprrt;T. 

6 . !be llllUortit,y o~ liDcllnc ponre Wider Uar Houri"'C 

loot, u4 t.be ..t.,..uU aUCII'decl all lnr\.1\DUc.r rxlr'CiriAc 

thore pnerr, pon.r Uae ..-rat laportrot croupe ot .,ncrc­
llllldinc lA.UtoaUou aa ao eqaal berlr that doer Dot oUaorwir 

uat, laona ... their e~~ecu ... err 1n dealin& with t br bollrinc 

-~. uc1 at Uae .._ U.. protect. borr.,..u api.Drt rx.. 

or"w•t aod b1cldra cbarpa ~or IIOr'tpp lour. 

It 1r ,., roar14rred J""'p t that, llDtU a nt~1o1•t 

'f'lll.- of """"inc bu beea -tructrcl t.o -t t.be uiett., 

abortrp uc1 tbr addi\.1~ cliMDcl NRltiq rr.... popalat iaa 

crowtt ud burlnaar reoo..J7-Uaat 1r, llDUl tiM tiD'Mt o~ • 

&elite atort.ap w1Ua1A Uar ..n t .. )'&arr baa brro ....., .. ed-t.be 

par&Afo7 DOW prori4rd ln flU. II o~ t.be Boariac loot rt-14 be 

-UDurcl ar a •tter or ~t &Del praouoal ~ 

pol1CJ. Plartberllore, rlDIIe t.be ,..araot7 ar it ~>ow rteJid r 1r •I'Pll­
oablr oa};f ln t.be oar or bourer oo.plrtrcl prior t.o l a.l7 1 oat, 

~ ..Uaa \o -"- J t. ir bprnU'ft U Tt Ur U 1- fflfl 

- .....V..oUoo.,.. Mt- \o be abnptl,J ClllrtrUrd. 

I WAlt it -tel alro br brlptlll t.o the """"1"11 ritoar­

Uaa at Ua1r U.. U Uar rrnior eharp ot 1/1 rt 1 per o.t 

prr -· *l.olo lMdl•c 1ArUwt1aar are prrtittrcl t.o -.tr aa 
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January 13, 1937 

At t he request or the Secretary I 'phoned t o John 

H. Fahey to inform him of t he raot that Mr. s tewart ldoDonald 

is submitting through the budget a recommendation for legis­

l at i on that t he Government guarantee of debentures issued 

under Titl e II of t he Federal Housing Act be extended unt il 

Juno 30, 1939 and t hat Mr . Morgonthau has withdrawn h i s 

objection and t hat 1r !.:r. Fahey wants t o protest to t he 

Bur au or t he Budget he shoul d do 3 0 promptly. 

~r. Fahey said t hat it h ad been agreed at the last 

meeting or t he heads of t he lendi ng agencies t hat t he HOLC 

and the FHA woul d g et toge t her and dete rmine a program and 

that, moreover, the President was desirous or having a 

committee agree upon a program to be submitted to him. 

The p resent action, i n Mr. Fahey ' s view, is a departure 

froo that agreement and he objects t o it . He also thinks 

ha t it is a m~stake to exte nd t he guarantee . He said that 

he wou ld have Ur . Webb and Mr . Rueeoll get 1n touch wit h 

r·r. Bell . 

Ur , Boll has been informed as to this . 

Upm. 

35£) 
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TREASURY DEPARTMENT 357 

tNT&R OI'PI<:a COMMU NICATtON 

..... JAN I " !"'7 

•o ~ecretary ~orgenthau 

, • ._ Herman Oli phant 

A conference ws held at the Treasury on January ll, to dis­
cuss the matt e:- of the lott<>r to tho Ban,1ue !lationa.le SU1ase nbout 
r~tch I gcve :;ou a me::>orand\111 on O.cecber )0. Tberc were prM&nt 
·• ••rs. Sproul~ and Knoke of tbt Federal Feserve Bank of New York, 
and •:r, Loc'U!ead , as well as Opper and CO'Self. 

It develoj:ed at that conference that t!o.e incident in '1ues­
t1on was due v.rgely to the *ailu•• on both sides t<> take int<> cm­
oidernticn the situation at the other end ; and it was generall7 
-cr eed t hat had botb tbe F'edoral Feaerve !!enk and the Trees~· reprc­
crnta'ives acted differently , tho situation would not have ariten. 
I hav~ every hope that t~e conforonce will prove valuable in Ldprov­
ln.:; the cooperati on betwcon the two institutions. 

It also developed that, contrary to our previous unders tandine , 
the letter to the Swiss Bank hnd never been mailed . Some diecuosion 
on the subject of tho correctness of tho Federal P.eserve Bank ' s pro­
posed reN indicated t hAt there was a difference of opinion as to 
whether their letter could definitely be termed incorrect, but ao a 
practical matter it wae n&rted that the letter would he redrnfted 
~nd foMiarded in redrafted fora to the Federal Fes"rve !tat:k for thoir 
consideration as soon as poss!blt , ond Cor tr•ns~~sion to the Swiea 
rank .,-hen its fon:> he& been qrend on. For -~ infor:JEtion, our 
drllft us COClDUllicate<i to the~> the ~irft t!-.ing on tl"e morning or 
J&lutcy 1:1. 
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TREASURY DEPARTMENT 358 

.,.. .. Dec•alltor 30, 19)6 

TO Secrete.ry l.lorgenthau CI!ROllOLOOY or EVE!rrS CON!IECTED "ITR 
Illi<UIRIES lo!ADE BY B.Al!QUE llATIONALB 
SUISSE OF FR BAliK OF NEI'I YORK. ,..,,. Herman Oliphant 

Cepte=ber 15 s.d.ss bank writes FR bank Cl&king certein inquiries as to per­
llliesible dealing& in cold. 

Saptember 25 Letter received ey FR bank. 
(a:oprox. ) 

Oetol>er 13 

December 1.1, 

Dece01ber 2l 

Dece:nber 22 

December 28 

December 28 
( Sa1:e da;r. ) 

Deeuber 29 

Dacelftber )0 

~ bank esbles aclalowledgloent indJ.cating reply will be delqed. 

Treasury receives excerpt fr011 FR bank ' s proposed repl,y , with 
request that we Worm FR bank whether proposed repl,y ia cor-
rect. 

Legal Division, having difficulty in checking repl,y , r8(!uests 
Lochhead to ask FR bank for text of Swiss inquiries . 

Lochhead telephones FR bank asking for text of inquiries . 

Knoke, of FR buk, telephones Lochhead refusing to forward 
inquiries . 

FR bank serlda re to s.d.aa bank ' s uiriea witl!2)1t cl~•ril!IL 
y.e Txe.,sury • aJ.lbQU&h 1m s the Treasury haa rectu•sted 

£be text in order to be in e. position to reply to the PR bank's 
*"tues't for a pproval. 

Lochhead inform& FR bank that we insist upon receintl£ text of 
SWiss inquiriea,aa you aucseated 1n contereaca with ~ and 

Treasury :r<lCoivea text of SwiSS bank' S inquiries frOill FR bank, 
accompanied by the FR bank' s December 28 letter, thia beiDI 
the first intimation to tho Treasury that FR bank bad replied. 

I 
I t a ppears, particul.arl,y in the light of the text of the s.d.U in­

quiry, that in several signil'icant respects the FR bank' s reply i e incorrect 
or llll&Uthorbed, ud conceivabl,y mq odalead the SWiss Central Bank u to tbe 
Treasury' s policy or, worse yet, birld the Treasury to a policy to which it 
baa not consented. 

Obrloualy, this •tter ia ot aucb aportence that I do not waDt to 
procaed t"urthar 111 tbout specitic inatructions rrora you . 
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sen . J nmes Byrnes 
359 

H. !A. J r : 

Operator: 

R. II .J r . 

Byrns : 

R.M. J r : 

B: 

R. Ll .Jr: 

B: 

H. '..! . Jr: 

B: 

H. LI .Jr : 

B: 

H. loi . J r : 

B: 

H. !A. J r : 

B: 

B. L! .Jr: 

B: 

R. lo! .Jr : 

Bello 

Senator Byrns . 

Thank you . Bell o 

Bello 

Hello - Jimmy Byrns . 

J anuary 13, 1937. 
10111 a . m. 

Yes sir, how are you, Henry? 

Fine . How are you? 

Fine. Now you 1 re calling me because I tel ephoned 
you yesterday afternoon, aren ' t you! 

That•s r i ght . 

Well I called you because I had just r ead that 
Brownlow repor t . 

Oh yes . 

And you ar e charged or credited a s t he case might 
be or a s t he individual ca se might be with adjust­
or abolishi ng t he General Accounti .ng Offi ce and I • m 
so heartily i n f avor of it tha t I wanted to find 
out whether the statement was correct . 

That I •m to bl ame or to g et the credit? 

Yes (hear ty l aughter) 

No - no . 

No? 

No - I 've r eally bad nothing to do wi th i t . 

Well that • • • 

I can't t ake ei ther the blame or the credit. I - I -
I'm so used to gett i ng the blame that I ' ll have to 
take i t but no I don't deserve the credit or the blame . 
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B.LI.Jr : 

B: 

H.LI.Jr: 

B: 

l! . !.I .Jr: 

B: 

B. Jii .J r: 

B: 

H.!.I. J r: 

B: 

H. !.! .Jr : 

B: 

B. loi .Jr: 

B: 

H.M.Jr: 

B: 

- 2 - JSu 

I wanted to give you the credit for that . 

no, I'm sorry. 

I thought that you were and did you •• •• 

No. 

Well I was going to talk with you because I 'm 
one of the few fellows up here •.•• 

Well we t re very much interested but we - I 1m - I 
very carefully kept out of the whole thi.ng. 

You have. 

Very carefUlly . 

I think that the thi ng should have been done long 
ago and it•s duplication of legal work and extra­
ordinary power is given to a fellow who has no 
officials who agree with his attitude at all-it ' s -
I just didn ' t know that the President was going to 
approve abolishing it but ~ 1 m so much in f avor of it 
t hat I just wanted to find out who is in favor of it 
and I want to get together with them. 

Well this - well what we did do for the Brownlow 
Committee - we did loan them two of our people,who 
were experts on this thing,to work with them and 
maybe that's where the idea came from. 

That's most likely. Vfuo did you lend? 

Well we loaned them - ah - ah - ah McReynolds and 
ah - ah - a l awyer by the name of Hester. 

Hester . 

Yes . 

That's about where it came f rom. 

And those two people - we Just detached them and I 
told them that when they left here to work for them 
they were working for the President and that they would 
be detached on that and they should work for the 
~ommittee - they ' re working for the President of the 
United States . 

Right . 
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R. L!.Jr: 

B: 

!l .M.Jr : 

B: 

!l.M.Jr : 

B: 

H.Y.Jr : 

B: 

R. !.I.Jr : 

B: 

I:!.LI. J r : 

B: 

R. loi. J r : 

B: 

R. l! .Jr : 

B: 

!l. I.I. J r: 

B: 

H. W.Jr: 

.. 3 -

'alt they did work on that phase of it. 

We~~ I think the t hing ought to be in the Treasury. 
I think you're right on that . 

But it was UcReyno~ds and Hester who were ~oaned to 
the Committee •• 

Yes. 

3St 

• •• •• and they d~d that - they worked on that particu­
~ar part . 

Yes . 

And maybe t hat•s the way ••••• 

That •s about bow it got there, yes . 

But t hat ' s -I mean I don ' t know whether i t i s a 
secret or not but - but they made that partic~ar 
study because they were rami~iar %~th it. 

We~l that •s where it came f rom. 

Vlhat? 
I know that there 'll be lots of opposition • • •.• 

Yes • 
••••.• to recommendations up here but I . .... . 

'alt if you want any special information • ••••• 

Yes , I want the information - I want information 
showing the duplications of activities and business -
I remember being told once ohere· that the purchase 
of land - in the Agriculture~ Department they first 
have an investigation or a ~awyer in the field and 
then the So~icitor• s office in the Agricultura~ De­
partment pass upon the tit~es of the ~and. 

Yes . 
Then when they get through they next go to the De­
partment of Justice. The Department of Justice next 
passes upon it •. • 

That•s right. 

Regraded Uclassified



c 
B: 

R. U.Jr: 

B: 

H. ld.Jr: 

B: 

H. J& . Jr: 

B: 

H. I4. Jr: 

B: 

H. L!.Jr: 

B: 

H. M. J r: 

B: 

B: 

R. loi .Jr: 

B: 

H. M.Jr : 
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• • • • and it goes to the Treasury where it ' s approved . 
Then, if the Treaaury· approves, they have to send it 
over to Gent~ral Accounting and General Accounting 
r efuses to accept the legal purchases of the De-

partment of Justice or the Solicitor of the Depar tment 
of Agriculture but insist upon the investiga tion of 
title by lawyers in General Accounting ••• • 

That ' s allright •.• • • • 

It isn' t a damn bit excusable- the duplication •• • • 

I happen to know about it and I bink that ' s just 
what does happen. 

Well that ' s outrageous- upon a mere statement. 

Well the two men down here that know the most about 
it are Bell and McReynolds. 

All right. 

And both of them are available anytime you want them. 

Fine, I •ll get hold of them when this t hing gets in. 

Both - both - either Bell or McReynolds are entirel y 
familiar with it . 

Allright, Henry, how are you getting on? 

I think all right - bow do you think? 

Fine - fine. 

(Laughs) All right . 

Well you know whenever you don ' t know that you've 
got any particular part in your anato=Y you must 
be all right and we don't hear a damn thing about 
you so the Treasury must be all right . 

Well I - I - no news is always good news. 

Yes (hearty laughter) Goodbye . 

Thank you, goodbye. 
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H. J.I .Jr: 

H. M.Jr : 

L!acD: 

B. loi . Jr : 

lJacD: 

H.ll.Jr : 

Lla cD: 

!!. LI .Jr: 

!JacD: 

H. I& .Jr : 

llacD: 

H. l.I. Jr: 

W acD: 

B. U.Jr : 

llacD: 

Bello . 

January 13, 1937. 
10. 35 a . m. 

363 

Good morning Mr. Secretary, how are you? 

Bow is Stewart MacDonald? 

Well I •ve had a bad case of flu, This is 
my first day back at the office . 

Oh for heaven' s aake. 

And I understand Wayne Taylor i s in the same fix . 

That's right . 

But in the meantime something has to be handled 
pretty promptly and I was wondering if you wouldn't 
l et me come over and see you in reference to present 
our point of view on the extension of this government 
guaranty on the debentures under Title 2. 

Well Dan Bell t alked about t hat yesterday. 

Yes , I knov: he did. 
I 1 d like to wait until \'layne is back on it because 
he ' s been sort of handling i t. 

Well the only thing was this - that I have to go 
to see the President t omorrow on it . I've been to 
see the President once bef ore and he told me what he 
wanted to do which was this; prepare a - just a short 
message on it and he wou.ld have it done by joint 
resoluti on ••• • 

Yes. 
• ••. • and I spoke to some of the members of ~e 
committee - ah Senate Committee and they wanted to 
tack i t on to this RFC bill which is being - Which 
they're having in conference to-day. 

Yes . 
Now the point was that if we could do i t , Mr . Sec­
retary, it has t o be done immediately for ~e reason 
that - ah - in the l atter part of this month there 
wil l be in attendance here a big conclave of 
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anti-lobbyists who will use all efforts they can to 
lobby against it, principally people in the old mortgage 
company who a re hanging out for the old regime and the 
old high interest rates and commissions and everything 
else and we•re afraid i f we don•t get the thing out of 
the way before they come along why - ah - they' ll 
probably stymie it for a long time and already we •re 
beginnin6 to have a hold-up in building construction 
on account of it. !low you could readily understand 
if you were going to buy a 40- acre addition to a 
prominent city in the United States and l ay it out 
with streets and sewers and sidewalks and waterworks 
and everything like t hat and schools and whatnot which 
a great - great many of our people have that you 
oouldn' t want to go ahead and buy that lot and do all 
that work unless you knew that by next July you'd still 
have the Federal Housing facilities available to you. 
So already wo•re beginning to get notices from banks 
that they ' re not going to make any further building 
construction loans until this matter is cleared up and 
I would certainly appreciate it if,you could see your 
way set to l et my attorney and myself come over there 
and see you for a few minutes on it . 

Well supposing you come at 11:4.5. 

I appreciate that very much. 

O. K. 

Thank you. 
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~ecall1ng that you suggested to me yesterday that these 
bills of O'Connor relating to the examination of trust 
companies her e in the District and credit unions -

Yes . 
- go to the District Committee, they don' t go to the 
~1strict Committee . 

vh, don ' t they? 
No, they were r eferred to the District Committee last 
year and Senator Fletcher ned them r e-referred to the 
Banking and Currency Committee . 

Well , I didn't -

They 're purely banking matters . 

I di dn ' t know thnt . 
They're purely banking matters, and they ought t o come 
t o the Banking end Currency Committee . 

Well, I just t oo<t o •connor 1 s word for it, end I -

Well, he don' t .mow what he ' s talking about . 

.1ell, of course -
That isn't strange . There are plenty of people that 
don't know wha t they 're t alking about . I ' m among the 
number . 

\'/ell - ah -
But I knoR whet I ' m t alking about now. 
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Well , I know you a o, but I just - ah -

Well, I ' ll call O' Connor and tell him about i t. 

Ah -
They - they wera referred to tne District Commi ttee 
last year ana ~r . - Senator Fletcher had them 
re-referred to the Banking ana Currency Committee . 

.• ell -

Tner •re ban.dng matters, you l!llOW . 

Yes . Should you - ao you wa nt me to tell him that? 

~o , I ' ll tell him . 

You' ll tell him . 

Yes, or you can t ell him either . It doesn' t make 
any difference. 

No , it's - I ' ll do whatever you- i t ' s - 1t 1 s up to 
you, so I ' d much r a ther you -

.1ell , I - I r ve got to call him 6nynow, so I 111 tell 
him . 
All right . No", may I ask ho?t our bills fcred this 
mornill6? 
·::ell, tney were - tney Gill be referred to the 
Sub-Co::~:Di ttee -

Yes 
- that bas banking legislation in charge, as soon 
as a Sub-Committee is appointed , a nd I 'm going t o 
suggest t o Senator Wagner to appoint a Sub-Committee 
right away so that we can dispose of the bills on 
Tuesday of next •11eek . 
On, I was under the impression - I t b1nk your Clerk 
told somebody down here t hat you were goi ng to meet 
at lJ : JO t hls morning . 
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lie did, and r eported the R. F .c. bill, because there 
was no ob jection t o it at all . 

Oh. 
The other - all other bills were referred to this 
Sub-Committee wnen appointed . 

On. 

And Wagner, you KnOR, is 111 . 

t see . 

And he askea me t o act fo r him • 

I see . 
And I ' m go in~ to try to ge t i n communication with him 
today -

I s ee . 
- end have tne Sub-Committee appointed r i ght 8\YSY -

Ah-ha . 

- end turn the bilJ.S over to them. 

Oh. 
So that I hope to be able to report on Tuesday of next 
week . 

Report them out, you mean? 

Yes . I hope so . 

On next Tuesday? 

Yes . 

Nell , that ' ll be fine. 
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I - I t hink perhaps it would be wel l f or you to come 
up and you could help us explain the bills . 

I 'll be very glad to . 

Huh? 

I'll be very glad to . 

Very Nell . I •ll let you knoH, Mr . Secretary . 

I'll be very glad to . 

You needn't entertain any apprehensions about it . 
They're going to be passed , I think. 

You- I -I needn' t ~orry about it? 

I don't think so . 
Ah-ha . No, if - if you•ll indicate to me that you ' d 
like to have me come up there , why , I ' ll be delighted . 

All r ight, I ' ll- I ' ll communicate wi th you. 

Thank you. 

Goodbye . 

Goodbye . 
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On, hello , sir . Vlell, I just wanted 'to tell you how 
things are going . 

Please . 

They opened up - well , yest er day, you know, we bought 
a million and a half . 

Yes 

They ~ere a little weaAish . 

Yes 
Now, today I tried stiffening up the orders a little 
bit because I thought they had gone far enough so we 
could a fford to buy a llttle more, and 1t - it went 
off three or four or five thirty- seconds . VI e bought 
about a million three, and now i t seems to have 
primed up a bit . 

I see . 

There ' s some other bids cooing in, above ours . 

I see . 
So I think this - tnis decl i ne for the moment is -
is steaaied orr . 

Good. Wel l , thank you . 

If there ' l l be a nYthing very exciting, I' ll let you 
.KnOW -

Please . 
- but you r eally don ' t need to worr y about it, I think. 

Thank ycu . 

Very good . 

Goodbye . 
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T H E COMI'T .. OLLC .. o r TH E CURREN CY 

WA.e Ht N OTON 

January 14, 1937. 

Dear 0 enry1 

Thllllks fOl" ywr telepbcr>e call yenerday. Senator Glau 

.u~llod me and told ae of bis cmversatioo rlth ya1, wbicb 

was the se.o:e as Y"' stat ed. 

Tbe SsnatOl" sa i d tbat the crodit unioo bill bnd gcr>e t o 

the District of Coluabia eOIIIlittee in tho Senate in the last 

sessioo of Coogreso wt tba t he got the Senate to re- refe r it 

a1t of tbnt cownittee and .,ut 1t in the bllllki .ng cOODllittee 

.-here he believod it belooged . I IUI.lled his attentim to the 

fact tbat 1n the Ha1se toe biL. had gme to the District of 

Columbia c0111111i ttee and there wsa no objectioo <11 t 11e part of 

the banking and currency cOIIIIlittee of the lla1se and that the 

bill was UD&D1na14ly repOl"tod a1t fOl" paasage and walld hsve 

been ;>nosed by the House except for a slip oo the calendar. 

I told the Senator tha t it wa s not our pos1tioo, and I 

am sure ya1 are of the sue opinim, that we sba1l.C 1n ftDY way 

suggest to either tbe Senete or the Ha1aa to • bat c0111111itteea 

legislation should be referred as thst was a matter entirely 

far the Senate and the Ha1ae, but that I merely atatod tbe 

facta to the Secretary 1rben the ~wo billa were under dlecusaioo . 

The Senator aeucd quite plenaed, pnrtieularly 'Oben I t old 

biJl tbat when the legislatioo us ready to be introduced I 

would go up o<nd diecuss it peraanelly rlt.ll bia. He did not 

i ndicate any objection t o either bill , in f eet he enthueiaati­

call7 (lpprOYed the credit union bill lest year. lie see11ed very 

aucb pleased that there ~e• l ittle possibility of other benking 

legislation being recommended by the Treasury and emphat icall y 

expressed biaaell' as opp oeed to other legislation. He did 

this Toluntari : y. 

'7'"J,~-
rf~~f)r:;b ~~ 

Honorable Henry llorgenthau, Jr. 1- I f- ~ J · 
Secretary of the Treasury 
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TREASURY DEPARTMENT 

INT&R O'IFIC:C COWMU NICA TION 

oAH January H , 19lS1. 

TO lliaa Chauncey 

Subject: Conference with lolr, Keeler ot the l>epartlllmt ot Ar;riculture 

with r eapect to dr&f't or Secr etary lfallaoe' a paper on 

"Amerioa'a creditor pooition" . 

1 . ClD December 29, 193G, the Secretary ultecl me to .,_,iDe 
the dr&tt ot a paper prepared by Secretary llallaoe tor the "London 

Telegraph" on the oreditor pooition ot the Unitod Stateo, and to 

report any aur;geotiona or oritioiama on the monetary pbaaeo ot the 

paper to t he Secretary, 

2. An eXIImlnation revealed aaoe doubttul interpretation of 

data and aame atathtieal errora. I so reported to Secretary 

Mor genthau , ""'o aur;r;eated that Se cretary lfallaoe aight lilce to 

have ~. Ecekiel go over the paper with me. The Secretary tele­

phoned Secretary Wallace and the latter otated that ~. Ecekiel 

waa out ot tcnm but would be glad to have llr . Wheeler r;o onr the 

material with me. 

3. In the late &tternoon J.!r. Chriat:y, ot the l>epartaent or 

Agrioulture, intomed a e that llr. Wheeler -• out ot tcnm and the 

Secret ary had asked him to dlecuoe the drLft with me but that he 

would be unable to do oo and wae ukinr; llr. Keeler, ot the Depart­

ment or Agriculture, to aee me about it. llr. Keeler aubaequentl:y 

c.,e to a;'/ ottioe and - dhoueeed augr;eationo tor ohanr;ea in the 

analyaio . lolr. Keeler atated that he oonourred with •Y orit ioi.,a 

and ouue etiona and would ao adYiae Kr. Chriat:y 'lObo, in turn, would 

take the matter up with Secretary 'llallaoe. 

I reported to Se oretary J.lorgenthau the gl at of the conversa­

tion I had with lo!r . leeler. 
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'lfoul.d prefe r to ex;> la1n 1n per eon. 
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TREASURY DEPARTMENT 

INTaft O trJ'JC. COMMUN ICAT10N 

DAn JBJIJJIArj 14, 1937 

•o !he Secretary 

••ow lliaa Lonisan 

I have to r eport an error 1n the info,....Uon I pve ;rou about the 
""'" on l!'eder&l expanditurea i n the dro\16ht area, 

The conc1uaion was correct t hat oome familioa •or e receiv ing over 
$200 in one 1110nt h, 'rho atato~>ont waa &lao correct that tho ..,P obo•ed 
areaa of exceaa1nl.)' hlgb Pf111Nnh froD l!'eder&l pro~. II)- error waa 
in coabining into one, t110 aeparate parte of tho otud¥ or dro\16ht a.reaa . 
One of th&Q "'ve figures tor relief fanilioa only, the other &avo nverngea based on the total population only. 

Tho map referred to the atudy of pB¥~~ents DG4o in throe )'Mro, 
1933-1936. 'l'he blnck countha were tbo .. 1n Whlch ~nts anrved 
$175 per inhabitant or about $575 por faaily of the r;oner&l population. 
It ia not possible to tell wbAt was the nverage for familiea receiving 
aid, nor what were the hlghoat pnymenta mde to auch ftuniliea. There 
18 no doubt , however , that 1t waa extreliiOly hl&h. The 1'18UJ"el do not include F74 or CCC. 

Thoro h &lao a currant atudy of tunda received by relief faailiee 
!rom one or 1110re progr8J:l8 aince July 1936. I t 18 not yet complet e. Tho7 
hove echedules of fnmlliea receiving $200 or more, in July or .All6Wit , 
whioh I aaw. Expenditures ro .. rapidly after Auguat, oo thot duplicatlona 
should have incroaaed 1"8ther than decreaaed. Thil atud¥ exclll44oa .t..U. and 
ooU conoerfttion ~nta, and R.enttl-nt granta. 
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llhlle describing the currant study to aa , t he lll'4 de:oonatrnted it with 
tho CI&JI that I &ave ;you. I contused them 1n my mind. However, thoro 11 
no Juatification for my con!Uaing them, The concluaiona atand, but tho 
evidence for them 11 much leu direct t han I had hoped. 

The current a tu4y of roll of !...Ulloa rill be alCh 1110re coapleta 1n about three ween. H •Y turniah t he ... idence we wa.nt at t hnt tl118. 

!.tr. llell can do noth1DB now to draw out t baoe currant figuroa any 
earllar than that . I am t o lot him know aa aoon aa they are about complete. 
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llinlrteo ot lleet~ held at the -.u.te Bolloe , Jan~aey 14, 1957 

Preeent: 'rho Preoident 
Secretary ot the Tre&olll")' llor~..,theu 

Carrol l Miller, Chetn.n, Inte ... tate Co-roe Colllllliuion 

Bel'lMl1 Oliphant , General Counael, TreaOill"}' Department 

a.or~e C. lla&o, Direotor ot Research and Stathtico, 
Treaollry Depart.ent 

'l'he Preoidexrt reod tbt letter 'IOhlch Secretory llor~e.nthall had 

writt en him rogkrdlng a otatoment in t he Interatate Commerce Oommiasi on•a 

1936 Annual Report oonce~ the ettecte ot the oporat. on or the undia­

tribllted p.rotita t&x particularl;r with regard to ~ raUrot.do. 

Followin& the rea~ ot the letter the Pres ident began the dioclle­

oion b7 oalltnr; att ... tion to the l.Joportance ot coordinated action UIOIIC 

the Departments &nd agencies in the axeclltive branch ot the Government. 

He expl ained thet he had oet up the llational Eloergccy Council and hod 

met '111 th ito ~era eaoh wek t or two yee..ro tor the pllrpoae ot brinr;tnr; 

abollt better coordination. He pointed ollt that 'Oiben theoo •etlnga were 

abandoned, the Director ot the Blldget iaeued a aiJoeog.raphed letter to &ll 

Departments Uld agenoiea &old..a& that certain aattero be cleared tbro\llh 
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tho Notional Emerg.,oy Council , At that time llr. Eaeto:..D, who •• then 

Cbai,..... o.t the Interatate Coi!IDorce Colllllliuion, objected to this prcoodllt'e . 

The Preaident •id h" called llr. Eaotl:an into oontonnce and olltlined to 

him the pllrpOIO ot the reqlleat . The President aloe aaid that at thia con­

ference he bad agreed to certain exceptions in certain .. ttero. 

The President then o&lled attention to the new pl&n tor reorganhation 

ot the exoolltiYe ~overnmexrtal &ctirltioe and e&id this 1101lld in no •Y in­

terfere with the judicial tunotio111 exeroioed by the independent agencies. 

The Proaident expl&ined tllrther, in re~ard to the Mtter ot the undia­

tribllted prctite t&x and the otatement contained in the Interotate Co-r oe 

COIIIDiuion •a Report, that in rlew ot the Treaaury llepartamt'a connection 

with tiloal t.ftairo, tho Interatate Co....,rce Coaaiui on ahould hove con­

alllted with it in thi s attor. 

The Secretary atated that newapeper oorreapondente and otbtu wbo are 

atroncly eppooed to the llDdiotribllted profito tax ere quick in pickinr; up 

adYeJ'Oe crit1o1a ot t hio oort in an &tt.pt to create an ioeua, in wbioh 

otatement the Prooident oonourred. 

llr. !Iiller a&id be bad no alibi to otter, that the Treaolll"}' ohollld, no 

doubt, have ~ 00111ulted. He oaid he •• Dot part1Cillarl;r taailit.r with 

attairo relattnr; to tint.nce, •• that part ot the W)rk • • handled b7 an­

other dirloion ot the Interotato Co-roe Co-.looion, bllt that be 10011ld 

ilznotigot• thia partiolllar otetalmt in the annual report, and &lao the 

exoeptlono in the attero to be cleared thro\llh the latiOMl IIMrgenoy 

Council to 'IOhioh the Preddent agrH4 in hie oonterenoe with llr. Eaet..n. 
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1'be President u k..t Mr . lllller to expldn to the ec..iadon that the 
proposed go ... ......,tt.l r eorpnhation plan did not oont.plate the aboliah­
•nt o.t the Interatate c-"'" ea-iuion. n.. Pr .. ident -tioned the 
Food and Drut; 4 'h1 n••tration 1D the Dopartaect ot AQloulture, wtdoh tor 
yoara hu been operat1D1 under the Seoretuy ot AQioulture, and oa.llecl 
partioult.r attention to the to.Gt th&t thh bo4y ho.cl judicial tunotiOIUI 
sbdlo.r to thoae ot the Interatate Ca8:\eroe Coaaiaa iODJ th&t their tuna­
tiona wre not 1nterterecl with by the S.oretary ot .&.t;rioulture, and that 
thia apnoy, under ita Cabllwt ottioer, wu t~motionint; ... ry aathtaoto­
r1l:y. 

Secretary Morr;enthau ukacl the Preaident what he thought oould be 
done to oorreot the ilapreuion wtdoh wu oreatecl by tho atat-nt in the 
Interatate eo.a.r .. Coaa1aa1on•a Report. !be Preaident aur;r;eatod that the 
preu llit;ht be iAtOl'llllcl that there wu to be a oonterenoe bet-en the 
Interatate C-r"" Coaa1uion tax experta ancl Tr euury tax el<perto . 
!b-. Oliphant 1&14 w .... t cuarcl oaretull:y o.piDit &i't'in& the illpreuion 
that thia whole tax -tter 11 to be reopenKJ that the .Act wu o.p1n to 
be dhouued on ita •rite. !be Preliclent and Seoreto.ry lforpnthau acreecl 
that thia illpreuion ahoulcl DOt be t;i ... n to the n.,..papera. 

Mr . lliller eaicl he hac! queat1one4 the stat-nt re&arcling tho undh­
tributed protite tax when the annual report wu beint; dieouuod, but that 
1naamuoh u it was not in hio particular cli'fiaion, be had nat preaud tha 
,...tter. Mr . tiller turther pointed out that tha Interato.te C.-r oe 
Co>aiuion had the II&Ddate ot Congreu to oonaidor the -lto.re ot the 
r&ilroeda ancl keep th• out ot reoei .... rahip it poulble, a.lthou,;h pereon­
t.ll:y he telt that tha p .nera.l r&il-:y altuation o .... r a period ot tiM 
ait;ht wll be benetitt..t 1t • .,.. ot the wmr roo.da did 10 throut;h re­
oli .... rahip reorr;anhation. 

Tho Prealdent a aiel to Mr. tiller tho.t he muat ret.li&o 1 t •• l..poa­
aible t o bo. ... two olauea ot taxes tor the rt.ilroo.da, one tor tha ~or 
ancl one tor .tho atronpr J'&1lroacll. 

On le&"rl.Df:, Saoretary lforpnthau aut;t;eated that 1D IIIHting the Dnll• 

pape,...n Mr. !filler clo the tt.lkiDg. 

(tbe t;r<>up then lel't the Proaident and OD l ... 't'in& the Bnouti .... ottioe 
waa •t by the newpeper.en . ) 

llr. Miller told tho newpaper.en that the -tiD!: wu ea.lled to dia­
ouu tha at o.teMnt in the lllll6 Ann•' Report ot the Interatete c-ree 
Ca-iuion re,;ar41Dg the uncl1atr1buted protita tax 1D relation to r&il• 
roo.da , wbioh waa DOt ahown to the ! reo.aury bet ore it wu 1uu..t, and that 
DO oonterenoe had been held with Treuury ottioia.la betore the report ,.... 
hauecl. Be turtber 1Dcli,...tecl that the Interatate ea.n.r .. C~aliOD u­
perta wre to ~ with Treuur:y ottiola.le on thia •tter. Be repeo.te4 
that the T·reuur:y had not - the report betore it wu 1u•d• ODe ot 
the oorreapoaclenta ukl..t the Sooreto.ry about tha out- ot the propoa..t 

oonterenoe. !be Seoretuy at.icl 1.- thougl>t 1.t the)' cot toptber th&t the 
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ec.a1 .. 1oa wllllld tiDd 1t bad noth1Jic to 'fiOrr7 about. Peul:ac that tide 
would be t&Dil by the oonee~nte to •u. that the ,,...."'7 1llilllld ao­
o•d• to the c-1 .. 101l' • poeiticm. tile 8eoret&r7 Wilt b&ok 1Dto the oorre­
epon4ente' roca u.d oorreoted Ul7 poed'ble llie~r.t.ndl:ac• Om of the 
pre.. oorreepciDdeute there oalled Seoretar7 Jlorputhau' • &tteutloa to 
the et&t..ut ill the Preeidat•e Blldpt Meeup to the etteot that there 
would be no tax 'bill thh ye&r exoopt to ...- e:q~irl:ac tax••· u.d ulatt 
lt tile propo .. d oollfeNnoe would ohulce that dtu&t101l• to *loll '1•1'7 
S.oretar)' llorputbu &lleWred "Do. • 
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January 14, lQ37 

Ur. Oliphant told the Secretary today that 1n 
connection with the miscellaneous paintings whioh 
llr. Usllon is donating, he , Oli phant , i s going to 
say to Ned Bruce that 1 ! ~alked the matter over with 
t he Secretary and he said that since you are handling 
the mat~er directlY with the President that neither 
ot us has any suggestions t o make.• 

377 
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Telephone cornrsati.on between Ned Bruce aDd Kr. Oli!>bant Jan. 1.4, 1937. 
(Transcribed by V .O•lteale) 

Oliphant - Hello, Bruce? 

Bruce - Yes . Bello. How are you? 

Oliphant - Fine. That was a fine ride we bud yesterday. 

Bruce - Did you hear that ono about wey TUffwell left the Govel'nlllent 

to join a molasses comp&ey"/ They say it was due to the fact 

that be prefe.rred •tarry• to •epi tap!v-•. 

Ollpbant - I spoke to Henry about the other thin;;. He told .., to aq 

this to you: Since you were handling the lllltter directly rltb 

the President, nei ther of ua would have any suggestions to 

make. 

Bruce - WelJ., Herman, I was thinking I might take it up with David Bruce. 

Olipbant - All I can say, Ned , is thst since you are handling it directly 

with the President, neither or ua would hs-re any suggestions to 

ll8ke about any phase of the l:l&tter. 

Bruce - Should I talk to Bob J ackson about it? 

Olipbant - I can onl;r say whst I hAve alrelld;r said, old IWI. I wouldn't 

have any suggestions to .aka. 

Bruce - All right, Berman. 

Olipbant - Lot's get togetber e.gnin sometime aoon. 

Bruce - Fine. Thanks for calling. 
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January 14, 19Z7 

The Secretary talke~ on the telephone to Cochran 
in Parie last night and told him to sail ror the United 
States on Saturday. The secretary also spoke to 
Judge Wocre and asked him to send Cochran a oable 
confirming these orders. 
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H. r.! . Jr : 

Open . tor : 

d. '.!.Jr : 

Operator: 

ti • .J. Jr: 

Op .. r t t or: 

H. I . Jr: 

Oper a tor : 

H. I! . Jr : 

c 
Open t or: 

H. :.I . Jr : 

0 ;)er a tor: 

a ... . Jr : 

tLwi . Jr: 

Oper ll tor : 

H.M. Jr : 

Operator: 

H. !J .Jr: 

Operator: 

( 
H • ..!.Jr: 

Hello? 

January 14, 1937 
10:50 A. :.t . 

Senator Glass hasn ' t reached his offi ce yet. 

Oh. All right, never mind . See wbether Mr . 
Eccles is at his office . 

All rignt . You don't want t o talk to Senator 
Glass? 

•iell, yes, I do between now and the next fifteen 
minutes . 

All right . 

But not after five minutes past eleven. 

I see. 

Because I ' ve got to go to the White House at a 
quarter after . 

All right . 

Ask Upham to come in and get me Uarriner hccles on 
the l'lire . 

All right . 

Please . 

(Pause) 

Hello? 

Operator . 

Hha t about ...•• 

He•s at the hotel . I 'll have to get nim there. 

Thank you . Hello? 

Chairman Eccles . 

Toank you. 
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Oper a tor : 

t.ccles : 

H.M. Jr: 

li . '4 . Jr: 

I:; : 

a ... . Jr: 

L: 

U. :J.Jr : 

f. : 

H. iJ . Jr: 

t. : 

h . :.& .Jr: 

F. : 

E: 

a . :J . Jr : 

E: 

H. ll . Jr: 

E. : 

Go ahead. 

Hello? 

Bello? 

Hello . 

Marriner . 

Good morning . 

- 2 -

Good morning. Bow are yolf? 

Fine . How are you t h is morning? 

38~ 

Oh, pretty well . Not taking on any unnecessary fights . 
I got your letter last night in regard to that Federal 
dousing -

Yes 

- and I appreciate your writing me . I wanted to tell 
you - Stewart l.!ciJonsld , Nhen oe spoke to me about this, 
after - he showed it to me a fter we ' d decided that we 1d 
go along with hi m, see? -

Yes 

- just as ne w~s getting up to lea ve . But he didn' t 
tell me that ne 'd asked you t o write n1m such a 
l etter . 

:/ell, wha t he wanted me to do was to go up to the 
Wnite Bouse. 

Yes 

You s ee? 

Yes 
Be 'd been pr essing me pretty hard to go over there with 
him -

Yes 
- because of ~ inter est i n the t hing, and I told him 
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11 . !.Jr : 

L: 

. !...I . Jr: 

c H •. A. Jr : 

1:. : 

li .U. Jr: 

~: 

H. :J .Jr: 

E: 

H. :A . Jr: 

1:. : 

H. t.I . Jr : 

E: 

(_ l! . i.l . Jr: 

- J -

that I would . 

Yes 

And tnen as I got to t hinking the matter over -

Yes 

382 

- I told him that I couldn 't see how I could pos­
sibly do that; that would involve me and ~e ' d -
in the discussion of the thing, whe t her he - whe t her 
he as~ed me as a substitute, or whether I said that 
I couldn' t possibly go to toe Nbite House but I might 
get him a oemorana~ • 

:/ell, what, you see, ne told us was tnat, as I got 
it - ~t least I got this impression yesterday - was 
tha t tney were goin& to g ive out your statement or 
you Here going to give it out, -

Yes 

- i n advance oi' his seeing the Pr esident . 

Well, of course, I didn't know yester day that he 
was going to see the President a t all. 

And you can see from the White Bouse standpoint t hnt 
that woul~n • t look so good , or from yours either . 

Yes 

Or for l.lcDona ld . 

Yes 

And my whole point was t hat YcDonald should see the 
President, let the President make up his own mind 
first . 

Yes . Well -

Which I think -

I - the - the whole thing, of course - nothing was 
given out -

No 

Regraded Uclassified



c 
t : 

U. :.I . Jr : 

!:. : 

h . !.! . Jr: 

E. : 

il. i.l. Jr: 
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E: 
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- und tha whole thing came about more or less not 
tnrough oy initiative at all . 

So I gathered . 

And - and of course I was interested in - in the 
thing just as I s t6 te - the letter sta tes very 
frankly Illy view . 

Sure . ,/ell now -

And if he - if he woula give tnat - oe coula use 
that with the President . 

•'/ell , there ' s nothing to worry about . I mean it ' s 
toe first time he asked to 

386 

I know, .but there ' s a question in my mind now whether 
I shoula give it out a t all even though ne sees the 
President . 

Do you want my advice? 

Yes 

I wouldn ' t ao it . 

Nell , it - I tniok maybe that ' s good advice . But 
a t least, ay thought was that if he ' d see the 
President, he uses the memorandum, end he uses the 
memorandum on the Hil l, the darn thing gets out 
unyway . 

It's all s ettled anyway, because Bell ~as over there 
yester day after this meeting , told them over there 
that Fahey was opposed to it - this is confidential -

Yes 

Jimmy Roosevelt went in to see the President and told 
him that Fahey was opposed to it, and the Presi dent 
said, •Forget it . Let Fahey come over and t alk about 
it, but,• he said, •we're going to go through with i t .• 

Yes . 
t hat 
dent 

'1/ell then - then - then 11' the President feels 
way about it .... Of course, I thought the Pres~­
might take tnis position on it, os he sometimes 
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H.:i .Jr : 
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ll . :.t . Jr : 

E: 

E: 

H • ..l. Jr: 

.. : 

fi .M. Jr : 

( : 

H. i.! . Jr: 

H.M. Jr: 
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does : " •vell now, you ro l heaa and do what you cen 
on it. I won ' t ..•. 

llelt , he simply ... 

"If you can get it through, it's all right with me . • 

Nell, I don ' t know about that, but I knoN it 's 
cleared through the Budget, and I told Mcuonald that 
ne could tell the President that I'm for it . 

Well, that ' ll help a lot. 

And -

uell now, :ny thought .vas tn&t if toe President Just 
slmply says, •r.ell no.v, i.lcDonald, it ' s a ll rlght wtth 
me; you no the best you can, • and ae nllllseu·, of 
course, takes no part in it or says nothing and it ' s 
up to Stewart to fight 1t through . . •• 

I don 1 t think you 1ll find it that way . 

\'/ell, 1f 1C was, then I'd be willing to help Stewart 
out . 

That's something nil'.fereat . 

See? Tnat xas my thought, because Fahey and that 
crowd of Building and Loan people wno are associated 
with ni.m is going to - t hey ;tould try to - they ' d 
try to upset it . 

Yes, but if McDonald sees tne Presi dent this morning 
and the Presiaent says, 11 ! 1m going to support you," 
that • s all. 

.'iell, if he says - if he says that, then o.f course 
it's over with . 

That • s right . 

Then there's no need of noing anything about it. 

Yes . But if this letter would come out in advance, 
1t • d look badly for everybody . 
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Nell , of course, .vhen I t alked to McDonald about 
the thing, he di dn ' t know t ha t he was going to see 
the President . 

385 

;J . J . Jr : Oh . 

E: 

H. :L Jr : 

t : 

tt . J . Jr: 

L: 

li . :.t . Jr : 

E: 

H. !l. Jr : 

E: 

Didn' t ~noR Hhen he Nas going to be able to see 
him at all, and he Ras getting a lot of t r essure 
f r om - from these Building end Loan peopl e , und so 
forth . 

I t hink you' ll find that by this afternoon Mcuonald 
wil l be in the clear • 

.. ell, I 've told lo!cDo!Uold to not release that letter 
Lt all , to use it with tae Presiaent, but to - not 
to release it until ne takes the matter up with me 
again, after ae sees tne President . 

0 . o< . 

So that ' s the way i t sets now, and - and I don ' t think 
ther e ' ll be a ny rel ease to i t , unless something -
unless tnere •s - the s i tuation changes . 

l'iell , I apprecia te your writing me anyway . 

.'/ell , t haru<s for calling . 

Goodbye . 

Goodbye . 
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Carter 
Gl a ss : 

!I . .J. Jr: 

G: 

H . .J . Jr : 

G: 

H. lol . Jr: 

G: 

H.M. Jr : 

G: 

H. ll . Jr : 

G: 

ti. Ll . Jr: 

0 : 

H. !I . Jr : 

0 : 

H.U. Jr: 

0: 

Hello? 

Henry ~orgentnau, Jr . 

Senator Glass . 

How are you , sir? 

How a r e you? 

JanU&ry 14, 1937 
2 :08 P.M. 

38t> 
' 

I 1m pretty well . Senator, I read in the paper one 
of them stori es that t ilere was some one Senutor up 
on your Committee that might be opposed to the 
extension of our funo , and I want ed to c sk your 
advice whether you thought it would be any use titY 
talking to him or should I Rait until next Tuesday . 

7/ell, I •.1ant to try and get the thing through before 
next Tuesday. 

Pardon me? 

I went t o try and get the thing through b efore next 
Tuesday . 

I see . 

There is one or more - one or more of the Senators who 
.vant to have public hearings on the thing . 

I see . 

I don't see any necessity of it myself , but if I could 
call the Committee -

Yes 

- tomorrow or Uonday, I'd like to have you come up. 

Well, I ' m at your service. As - as I understand it, 
I was to appear in the House tbis morning at 10: 30 
before Nays - Ways - the Coinage Comm.1ttee . 

Yes 
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1:! . I. Jr: 
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G: 

H. M. Jr : 

G: 

H. li.Jr : 

G: 

H . :1 . Jr : 

G: 
(. 

H. :.! . Jr : 
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But they couldn't get their Aepublicanmembers . 

Yes 

So they 1 r e supposed to r ut i t over till lO:JJ 
tomorrow, -

Yes 

- but I haven 't heard from Congressman Somers 
yet, -

Yes 

- so I ' m keeping myself free for him at lO:JO tomorrow . 

Yes 

But outside of that, nny otber engage~ent I have I 1 ll 
cancel if you ' ll lot me know. 

Very well, I'll let you know what I pr opose to do 
about it . I have a telegram from Senator Wagner, 
who is Cnairman of the Committee but ill and can ' t 
attend to it, authorizing me to go ahead nith it, so 
I'll let you kno.• some time thls afternoon or firs t 
thing in the morning what we ' re going to do . 

If I might take tbe liberty to say so, I think it ' d 
be unfortunate to have it public . 

Nell , I don ' t see any necessity of having it public. 

No . But I ' m not going up there to see anybody unless 
you tel l me to do so, see? In other words -

~es , I don 't see any necessity of seeing tha t party. 

And -

But lt may be - it may be desirable to have you talk 
before the Committee in executive session. 

•'•ell, 1 - I'm - the way I look at i t, you ' re Chairman 
and !'m putting myself in your hands . 

A 11 right . 

And I'll do anything you say, but I'm not lobbying for 
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the bill . I'm not seeing o. nybody, s ee? 

~ ll rignt, all r ight . 

1.11 right, sir. 

All r 1ght . 

Thank you. 
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H. :.I . Jr : Hello? 

J anuary 15 , 1937 
9 :14 A.M. 

38S 

~rs . 1cDaniel (Of Senator Glass ' s office): Yes, sir . 

B.:.I . Jr : 

11 : 

H.IJ . Jr : 

!A : 

B. !.! . Jr : 

!s! : 

il . :I. Jr : 

~ . 

H.!.l. Jr: 

M: 

d. i.I . Jr : 

~ : 

H.:J . Jr : 

M: 

a .ct . J r : 

II: 

H. !J.Jr: 

ll : 

li .U.Jr : 

Henry Uorgenthsu, Jr . 

Mr . Secretary . 

Is this Senator Glass •s office? 

Yes, and this is !Jrs . Lloilaniel talking . 

W.ss who? 

1rs. UoDaniel. 

On, Urs . !JcOaniel -

Yes 

- I ' m afraid there ' s a misunderstanding . 

Yes 

i spoke to the Senator myself yesterday Lbout two 
o'clock. 

Yes, sir . 

And told him tha t I was nvail&ble any time except 
10: 30 tnis morning, Nhen I had an eppointment 
to be - appeer before the House on Weights, Coinage, 
you know . 

Oh, you did? 

Yes 

I said I'd cancel • • ••• 

- i t must have escaped him, because I hod dinner up 
ther e last night . 

Pardon me? 
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H. 4. Jr: 

!! . I . Jr : 

ii . !l. Jr : 

H.IJ . Jr : 
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c H. ;A . Jr : 

ll: 
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I s ay it mus t nave escoped aim, because I had dinner 
with him last night a t t he notel , and he asked me to 
phone you the firs t t hing this morning, the minute 
you got to the office . 

Well, I told him - 1 sa i d , "Senator, I 1 ll cancel any 
appointment I ' ve got but one , and that ' s the one in 
the House and they ' ve asked me to come there Friday 
at lJ : JO ." 

Well, did you ever • • • Now, let me get in touch with 
him and he ' ll call you, llr . Secr et ary . 

Do you mind? Because I -I -I don ' t- I couldn't 
very r.ell call up Congressman Somers and call it off 
ther e . 

I s ee . Well , I •ll - I 1ll get in touch with him right 
away ana oe 1 ll call you. 

You see, I had toe letter yester day from Somers 
i nvit ing me to come up there and we accepted . 

I s ee . 

llo.t, I told Senator Glass ~>ny oth~r time except that . 

t.nd I •11 bet 1t just escapea tlilll entirely . 

All r igot . 

Because t~ t 7oas tno last . ns truction ne gave me 
l&st nignt -

.I' ell, I guess • • .• 

- was to cell youth~ first tning this morning . 

It I hadn ' t done it ~nyself , I could blame somebody 
else, but I can ' t . 

(Laughs) But you did it . 

Yes 

Well, all right, s ir, I •ll get in touch with him r i ght 
away. 

Thank you. 

And he'll call you . 
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..i • .! . Jr : 

Corter 
Q_ass : 

d . A. Jr : 

G: 

ri . M. Jr : 

G: 

h . v . Jr: 

G: 

~.L .. .!. Jr : 

G: 

.!.~! . Jr : 

0: 

H. :J . Jr: 

G: 

H. :.!. Jr : 

G: 

H. M. Jr: 

0 : 

Hel.Lo . 

This is Yr . Glass . 

This is Henry ~orgentha~ , Jr . 

Jr . Secrjj t ary . 

Xes , sir . 

January 15, 1937 
9 : 47 A. tl . 

No use being di sturbea about the mat t er of this 
meeting . I aon1 t thi~ it will be necessary for 
you t o appear there at all, and if so we can turn 
tae meeting t o suit your convenience . 

V. ell -

I ' m in hopes of having -

391 

I. 1v oul d say , sir , tnut I - I- I don ' t 1mow- I 
certainly could ge t there by - tae latest, 12 o ' clock . 
Is tl'lt t too late? 

,·,ell yes , t he Senate meets o t 1:;: o ' clock. l don ' t 
taink it wi ll be necessory for you to be ther e t< t 
all. 

Xou thinA you can r epor t i t out wi thout me? 

1 t oink I can r eport 1t out .vithout you being there, 
but if tnere are members of the Committee who insist 
upon the hearing, which I st1all i nsist will be an 
executive session -

Xes 

- wny, we can defer it, thot 1 s all . 

\'/el l , wnen - when would suit you, t hen? 

Nha t •s that? 

What day would s uit you? 

Nel l , 1 nad contempl a t ed going home this evening. In 
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d .:.I . Jr : 
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H . ..1 . Jr : 

G: 

U. M.Jr: 
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H .~ . Jr : 

G: 

ii . ..! . Jr : 

G: 

H. M. Jr: 

G: 
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G: 

H. Ol.Jr: 
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fac t, I had contemplated going home l a st night but 
for this meeting, and I 'll bo bt.ck Monday morning 
at 10 o 1 clock . 

Well, if - if - 1f t hey want me , I •m available 
any time Monday . 

Very well . If they want you 

Yes 

- the likelinood is we ' ll Rant you a t 10 o'clock 
t.londay morning . 

,/ell, !' ll put thE. t uo~tn . 

392 

hnd I ' ll let you know . I - I understood you to say 
that you wer e expecting to hear further from Somers -
::;omers . 

//ell t hen, we - I diu and I got a letter yesterday 
af t ernoon . 

Yes, 11ell I didn•t know that . 

*ell, I - I didn ' t know it either , but he asked me 
to hold 10 : )0 for today -

Yes 

- pending his Republic~ns filling taeir meeting -
their Committee . 

Yes, and I - I - you told me you expected to hear from 
t1im l'.nd I suj>posed you ' d let me know when you heard 
from him. 

:/ell - well , I didn 't - I didn' t know t hat - I was 
under the impression from some per son that i f we 
came up on the Senate, 1 t 1 d be '1 uesday , you see. 

Yes 
And so I didn ' t think tnere was any hurry, you see. 

ilell, there is n'> r eal hurry about Jt -

Yes 
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G: 
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- because there ' s not going to - in ~ judgment, 
there ' s gcing to be no a ifficulty about it a t &11 . 

Well -

At any r at e , I ' ll communicate with you after the 
meeting today and let you know exactly what to 
expect and when to expect it . 

Well, if - if - I'll be with Somers , because I 
got his letter; it come in l ast night . 

Yes 

And - ah - at leest, i t ~es on my desk the first 
thing this morning when I walked - when I walked 
in here . It was dated yesterday, so I suppose it 
got in last night. 

Yes 

And I' ll - I ' ll wait then and keep Monday clear . 

All right. 

Thank you. 

All right . Goodbye. 
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Oper1.tor : 

i!.ll . Jr : 

Oper o tor : 

c1 . ·l . Jr : 

Jpbr ' t or : 

d .!.! . Jr : 

CLrroll 
~iller : 

d · ... . Jr : 

·~ : 

( H. IJ . Jr: 

!1. : 

H. • Jr : 

n . .A . Jr: 

1.1 : 

rl . :.I . Jr : 

tl . :.! . Jr : 

..! : 

lLli .Jr: 

( !.! : 

January 15, 1937 
1:58 P.M. 

Can you s peak t o .lr . !.Iiller now? 

Yes 

I ' ll get him . 

llello . 

Chair~~n ~iller . 

Hello . 

Go ahead . 

Hello, ~r . Secretary . 

Good morning . 

This - the Commission hus appointed Com:nissioner 
Eas tman to confer Nith you in r egard to this t ax 
ma tter . 

Yes 

And I wonder i f you could let us have a copy of 
your letter to the President . 

Surely . 

Shall we send over for it? 

394 

r;o , I ' 11 send i t. I ' ll - I'll nave a copy mcde and 
send it over t o you • 
• Jell , if you will , ;>lease . An:! then you' 11 hear from 
Eastman in a few duys , wheP he ' s r eady . 

I ' ll have it over t o you Nithin the hour . 

Is that satisfac t ory to you? 

Entirely . 

All right . Thank you, Mr . Secret ary • 

Thank you. 

J.ll right. 
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George 
:111 rrison: 

tl . :.. . Jr : 

11 : 

n . ~ . Jr : 

:!: 

d .J. Jr : 

H. :t. Jr : 

f! : 

tL ·t. Jr: 

H: 

H •• • Jr : 

I! . ... . Jr : 

H: 

H. 'J . Jr : 

H: 

H. r.I . Jr: 

H: 

H. li . Jr: 

H: 

H. :I . J r : 

H: 

January 15, 1937 
2 : .)5 P. :J . 

Henry, I ' m in town end I was wondering whe ther i t 
woul d be convenient for you to s ee me any t i me 
t his a f ter noon . 

Well, George, I'm going before the Committee on 
BanAing ~nd Curr ency at 2: JO . 

Ah- ah. 

I was up there for two hours solid tois morning . 

Oh, I s ee . 

Before the House . This 6fternoon your friend 
Car ter Glass has me up there. 

Oh, I see . ."lell, t..ten I won' t bother you. I' 11 
call you in the mo, ning i n case - ar e you going t o 
be there tomor ro.v morning? 

Well , I ' ll be at home . 

Oh Nell , I see . . . . . 

Have you got ncy- number? 

North 3988, isn' t it? 

8898 . 

6<:!98 . 

Gi ve me a ring arouno 9 o ' clock. 

t!ay I do t hat? 

Ar e you up ~ t Csr ey •s? 

Yes 

O.K. 

That I s d898. 

8898 . 

I ' ll call you i n the morning t hen. 

Please. 

First rate. 
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... ent.t.)r The best way t o ao that is Rhen we &djourn tnere, Jb<U~.i f . otl'nes: i!cliary objecting to !"!ling the report , Joe wi ll move just t o mee t f ormally tncre tomorrow. 

ri . :.! . Jr : 

B: 

t!.J . Jr: 

a: 

r. . :.! . Jr: 

B: 

rt . !! . Jr : 

E: 

.1. -! . Jr : 

B: 

• · - -Jr: 

il : 

d. :.! . Jr: 

Yes . 

And there - instee.d of going into the - tue Senotor right no.v, I tnought I'd .vait, because the best -tne best t a ing to do Hould be to let nim file the 
r eport tomorro•, and tnen that's all we're going to do, just meet to get t.1is report . 

So you ' ll leave it as it is . 

And tnen t nis . ~et • s - ~e•re going to ceet, and wnen he files it he can asK unanimous consent to 
take it up . If McNary objects, as I imagine ho 
~ill - he ' s taking th~ position that it ought to 
follow the rule ana stay ov~r, you see . 

Yes, tnea it comes up Jondey . 

Then it would f i x i t - our - we 1d accomplish our 
objective to have the ~ning on Monday. 

So you'll leave it as is . 

AnJ the best thing is to - possibly to let it go 
t~o~h and ~tir up less trouble than if ~e go asking exce?tions . Of course, there ' s no reason for the hurry . I tnink when you're getting Aonday, 
we ' d be doing all right . 

But you - but you ' re not going to change Glass now? 
No, I thi~ I ' m just going in tnere to - to talk with him to urge to - when the Clerk files it, 
is going ahead to file the report . 

Yes 

Therefore it ' u be put on the calendar tomorrow, and i f he can ask for its consideration, if UcNary Chooses t o give it, all right , and 1!' he don•t, lfny, tnen 
at most ~e • ll be over t.) Monday . 
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B: 

l:I . ... . Jr : 

B: 

;l • .J . Jr : 

!) : 

li • .-. . Jr : 

B: 

H •• Jr : 

fl : 

,t. .J . Jl· : 

B: 

.. . .• . Jr : 

S: 

11 •• Jr : 

B: 

H. ,.t. Jr : 

b : 

:i. 'J. Jr : 

a: 

H • .I. Jr : 

397 

- 2 -

That ' s - that's the best i dea . 

/I ell, 1 t ' s darn nice of you to call me up . 

You made a fine statement this morni ng . 

Ah -

You made - and I don' t h~sitcte to say thut I told 
hdams you made a aarn sight better statement than 
I 1 ve neard you heretofore make before the Commit.tee . 

'l'nanA you . 

hO\l - b DO the - bD -

,ell , Jilnley, lbten, b fellon C&D make a better 
s t atement •.men you ' vc got three years benind you. 

Of course . 

.knd 11e 1 ve been sKating on thin ice th~ last tnree 
years, and when I go up ther e , I - I haven ' t had 
so much to .•••... 

Oa 11ell, nobody loves "' cross-ex..mination. I n~;ver ... 

No, but • •• 

I ' ve seen lbwyers - I've seen lawJers go on the ~it­
ness stand &nd suffer terribly on cross- exEminBtion. 

But it - it gives a fellow a lot of backing to know 
t.u;t - ~:ell , nell, you csn say, "Look .fha t' s happened 
in tne last three years . " 

You made a good s t atement there on that thing . You 
got a fine statement . 

llell. •.. 

Evidence of - of just1- it justi f i es confidence in 
the future by what you•ve done . 

Thank you . 

r ine, goodbye . 

Goodbye . 

Regraded Uclassified
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