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.UCiobOl 1 Sllu&&HJII of 
See St. Pierre, leland of 

Appoi.Dtaeots aDd Reaignationa 
Baradel, Joaeph R. • 

IIIIJr tolls Seoator lloore Treaeury 1D reaoviog Barttdel; 

Book Pa1e 

awai ting Helvering recommendation on auoceesor -
2/23/37· •••••• •••• •• ••· ••• •• •••••• •• •••••• •••••• ••• •• LVI 62 

a) HIIJr tella FDR Baradel 11 to be moved to 
San Franciaoo and Senator lloore is w1ll1Dg to 
leave choice of auceeaeor to Treasury on merit 
basis 

Irey reports to IIIIJ"r on inveatigatioo ot incooe tax 
affaire of Frank Hague under directioo of Interoal 
ReTenue !gent in Charge Ba.radel - 2/26/37.. • • • • • • • • • • )40 

Bate a, Earl A. : 
Gi•en thirty-day appointaent 1D Diabursuent Office 

at requeet of Seoator !lye 
a) RaiiUN 2/23/J7-7/l/J7. ..... . ... . .... . ......... 86 

Wolfe, Joe (llelaocratio llational C~ittee»n, ll!nneaota). 
See alao Book LIV, page 6, in conneotion with proposed 

appointaent as Internal Rennue Collector 
IIJIJr gina FDR docuaent preaanted by Congresllll&l1 llurphy 

(llinnaaota) •which looka as though Joe Walta haa been 
selling post atfioea" - 2/23/37·· · ··· ·· ··· · · · · ·•• ••• • ••••• 64,66 

HIIJr writes Congressman ~er J. ~an complete investigation 
will be aa.de- 2/23/ 37· ••• • ••• ••• • •••• •• •••• • •• •• •••• • •• • · 84 

- B -

Ba.radel, Joseph R. (Internal Ranse AJent in Charge, 
l ewark, In Jeraey) 

See Book LY, page a 29, 86, 225, 227 
• Appointaent• and Raaignatioaa 

Bat .. , larl 1 . 
See Appoint.Mnta and Raaignatioaa 

Board of Tax Appeala 
11eaoranm- on atetua of work b7 Shatroth (llorrUCil) 

ahOWD to FDR- 2/24/37·•••• •• •• •••• •• •• •• •• •• ••• •• ••• •• • •• 191 

- c-

Copper 
See TaxatiOD 

c,.toaa, a-u or 
For Ooldberl• I., and SoDa, Incorporated, - Boolta Y (Part I) 

and m1 a) otter ilL -~~ in rlH fill OUpbant'e recOIII'endat1on, 
BIJr apprGTe• acceptanc•- 2/26/37•••••• • •· · · ·· ·····•• • • 343 
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Book Page 

Financing, Gonl'11118nt 
Group meeting on financing- 2/23/37 •••• • •• •• ••••••••• • • • • LVI 89 

a} Baas aMOrand\8 considered (See page lOS) 

1) III&Jr doea not feel t hat 3/15/37 1a the t ime 

to try out • seven- to seventeen-year arrangement 

or &Qlthing alae new; aaya the longer he staya 
here, the 111are conaervati•e he srowe 

Open Market Coaaittee meets with Treasury- 2/24/37. . . . . . . . 154 

(For Febr1.111l')' 17th •eeting, aee Book LV, page 3ll) 

a) HIIJ'r announces t.bere are three thinae to be decided• 

• (1) shall we start next week selling $50 llillion 

worth of billa into the 15th of June untU we 
he•e eold $300 llillion; (2) shell we call the 

April .aturitiea end refinance the• on March 15; 

(3) shall we ask for any new money?• 

Flood Relief 
Coe.at Cusrd reports erranguents to encuate forces fro. 

Miaaiasippi Valley very soon- 2/20/37•••••••••••••• • ••••• 12 

Coeat Gue.rd1 lest daily report- 2/24/37···•••••••••• ••••••• 195 

Foreign Capital! Restriction of Inflow 
UMJr t ells 9•30 group, whatever State Departlllent may say, 

he feels it considers 6111 legislation disoriainBtory and 

therefore inJurious to f uture trade treaties- 2/23/37.. .. 27 

a) llemorand1111 to Pels prepared in state Depa.rtunt 

"Discriminatory Taxat ion of Foreigners•. . ............ 47 

b) IIMJr report a above reaction concerning State 

Depar~t to PDR- 2/23/37.................... . .... . 6S 

Possible aotion by British authorities to binder flow of 

funds to United States reported in Embassy oable -

2/23/J?...... .... .. ..... .......... ... ..... ................ 114,134 
a) IIMJr llhows FDR t i cker COIDCUlt (page ll7) -

2/23/J?... .. ... .. ......... .. ... ............... ....... ll6 
Treasury group meeting- 2/23/J? •• ;. ...... . ...... .. . .... . . . . 118 

a) llagU11 •Phnll UDder oonaideration are (1) transfer 

tax on non-resident aliena (on transfers of 
eeouritiee); or (2) sCORe kind of tax on capital gains 

Mew Yor k Ne .. Bureau• "High Goftrn.ent official predicts 

dropping of plan to le'f)' high tax on foreign capital• 

2/2.4/37.. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 132 

Fred I. Kent's letter en-..erating certain pointe -

2/18/37. ..... ..... . ...... .................... . .. .. ...... .. 136 

Hull 1phonea HMJr- 2/23/37• •••• • • • • • •• • • •• • • • •• • • • •• • •• •• •• 137 

a) Says thet, during four or the yeare, Agriculture 

baa done tbinge contrary to State Departltent ' s 

policy and state DeparUent baa U'red th• dOWD 

b) If Treasury wiehee to control fore1p capital inflow 

"by this .. thod thet baa bMn suggested of ll8k1ng it 

peraiseh• and raising fro. ten to thirty• he (Bull) 

does not tb1nlc 1 t wlll have desired effect but will 

ao alone in the sense eta ted in leia' letter 

(see Book LV, page 407) 
1) HIIJ'r eo intoNe Lallldi.l - 2/ 24/Yf • •• ••••• • • •• • • • • • • 1.48 

2) • • • FOR - 2/U./37 •• • ••• • ••• • ••• • • • • 196 
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Boolt Page 

Fore1iJ1 Capitel• Restriction of Inflow (Continue<!) 
U~ informs KWJr he does not think •bot money• should 

cause SAY great amount of worry- 2/24/37........ . .... LVI 
Senator Nye inquires •what Tr eaaUljl 1a doing about 

alJ.en-oomed .ll:lerican s tocl<a; his Coouittee gne up 
utter because it wa s t.:>O difficult to handle• -
2/21./37 •. ...... . ... . ....... . . ... .. . . ................... 

a) WIJ'r rep1iee •in case of war abroed, we are 
prepared to aalt Congress for necessary l egislat i on 
eo that we may beco:ne custodian of all foreign-held 
American securities• 

b) Nye saye he considers State Depart11.ent branch office 
of British Foreign Office 

News commen t in London states that •other sch811les have been 
dropped as unworkable in faYor of a gentleman 1 a agreement 

·with Bri tain•- 2/25/37 •..•.. . •. • •. • .•••• •• •• .•••••.••• • . 
Coofermce of Treasury, Federel Reae.rYe, aDd Securitiea and 

EXchange Ca..ieeioa groups - 2/25/37 ••• •••• • ••• •• •••••••• 
a ) llliJr reetate1 pr<>Olea that FDR h .. in ll1nd and 

which 18 bailie of this study• • tillles of stress• 
a one7 - aoney that is seelting rol'uge in United Statee 
owing to present world economic eet-up; ~ 
speculative money ••• • •••••• • • ••• • • • • • •••• • • • • •• •••••• 

b
0

) Magill memorandum to be studied ••.••.••• ••• • • ••••• •. • 
) Oliphant memorand\1111 giving results of further 

discussion in his ro011 with Federal ReserYe 

152 

190 

240 

247 

269 
272 

repre&&ntwtivea...... . .. . .. ............ ... ........ . .. 274 
d) "'Bot llocey' Yareua YroHD Funds• b7 Francis P. GarYan, 

President, The Cheaical Foundatioc, Incorporated. . .... 276 
e ) lle•or andua a s prepe.red for FDR - 2/25/ 37. . . . . .. ....... m 

France 
Sea St. Pierre, Ial.&nd of - for uugg.ling or alcohol 

• Stabilization 

-G-

Goldberg, I . , and Sone, Incorporated 
See Custoas , Bureau of 

-B-

Hague, Frank (Mayor - Jere&T Cit7, lew Jereey) 
See J.ppoint11e0te a.nd Reeiptionsa Baradel , Josepb R. 

Hofhian Ialand 
Disouaeion ot transfer f r ee Public Health Serrlce to 

l ew York City- 2/23/37• • •• • • • • ••••••w •• • • •• •• • • w• •• •• •• ••• 36 

• Hot lloney1 

See l'orei.gn Capital• ~etrictioc ot Inflow 
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( 
Book Pap 

0 

RoWiiDC 
ltiu LonigaD nports on conference with Ih1der (.Uley 

Dwelling Authority) - 2/24/37 • ••.•.•••. ••.•• ••••• . ••• ••. LVI 182 
a) Ihlder will think o'fer prob1.,. of uaing unakilled 

labor in SOlie forw of boWling proj@Ct for l)!striot 

ot Columbia Salt-Help OooperatiYe 
IIIIJr tells FOR befon Rousing Bill is offered "he baa 

something on financial aida•- 2/24/ 37 . .. . .. . . .. . ....... 196 

-I-

Internal Re'feDue, Bureau ot 
llagill rec.-endations tor iJiproTemente in adodnietratioo -

2/25/37. ..... ..... ..... ..... ...... ....................... 236 
Interatate C011111erce COIUIIiuion 

See Taxation1 llndiatributed profits tax 
Inveati~a tiooa, Treaa111"7 Personnel 

See alao Wall&ce letter concerni.ng certain irNiguleritiaa 

in Procurement DiYiaion - 2/J 9/37 - Book LV, page 468 

a) IIIIJr ACknowledges receipt aDd encloses photostatic 

copy of letter for igriculture flies - 2/23/37.. . . . . 41 

- J-

J&pen 
Sea aleo Te,ylor meaorand111 concerni~ call by J'apeneaa 

Ambassador, at cetera - 2/19/37 - Book LV, pega 476 

Counaalor of Japaneaa Legation also calli on easton. .. .. ... 30 
Jaerican EabaSB,F (Tokio) cable- 2/ 27/37. . .......... . .. . ... 399 

a) Japanese press carries report that GoYert~~~ent intend& 

to ship gold frca apecie reaerYe to United State& in 
early llarcb to n.lue of 10 alllioo yen; tbroll&hout year 

newly-aiDed geld purchased by GoY&rnMDt will be shipped 
either to London or few York; total ehipaonte for year 

will probably amount to 130 alllioo yen 
b) TeuehU& report& to OOIIII&roial J.ttacbel of F.mbaaey that 

abOY& report 1e pure newapapar fabrication 

-11-

llagjll, Ron.U 
See Internal ll.aYenue, Bureau ot1 rec-en4ati01la for upz-ow-ta 

1D a4a1Dietratioo- 2/25/37 •••••••• •••• •••• ••••• •• ••• ••••••• ••• 

1t1nt, Bureau of 
Sllnr Depoaito171 See Book Lin, pep 20~ 
lllllr telle 9130 ~up of c .. patitioo bet- Iallie Siap&Oil 

and TH&aUJ7 Departaent for ~1!1"~ aatate MJtt-door to 
Rooe..elt eetate OD Budaoo- 2/24137 • ••••• ••• •• ••• ••• • •••••••• 

236 
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Book Pap 

Nercotioa 
Orne. reports break-up of largnt uuullna: gana: on 

Pacific Coaat - 2/23/37. . • • • • • . • • • • • • • • • • • • • • • • • • • • • • • • • LVI 85 

e) Gravea deacribea to 9a30 group- 2/24/37. . . . .. . .. .. 138 

IDL1r uka Gruu to telk to RoJ'Dbeok (State DepertiM!nt) 1 

Hull feels tbat State Departllant •baa a place tor llarcotica 

in the toreien field•- 2/24/37••• •••• • •••••••••••••• • ·•••• 138 

Clrefta reports tbat Lew lt1a Iuen telle4 to appear 1D court1 

$5,000 bond ordered torte1te4- 2/27/37. ........... . ....... 368 

Nye, Gerald P. (Senator, lortb D&kote) 

See Foreign Capitala ReaWctioo ot Intlow 

- 0-

Old A&• Reaen-e Account 
Federal ReaerTe and Treasury to discues econa.ic probl•a 

inYOlYed- 2/23/)7,,,,,,,,,,,, , ~ , ,,,,,, , ,, ,, , , ,,,,,,,,,,,, ~5 

Open llarkat eo-tttee 
See 11Dancin&1 Gonrn..ot 

-R-

Railroad Ret1reMnt Act 
Rea~ 2/24/37--4/21/3? • •• ••••••••• •••••••••• •• •• •• ••••• •• 

- s-

St. Pierre, leland ot 
See alao Booka III, IV, &Dd LV 
Drett of Treasury repl,y to Bullitt'a cablea obJection to 

eugeated IIOCI1fioationa in definition ot •alcohol de traite• 

aince tbeae would open tbe way tor tratfio in neutral 

apiri ta or plain alcohol in bulk cootainera - 2/23/37 • •• • •• 

Bull1tt oablea Frencb now propoee to l eaYe Decree of 4/9/35 

raprdi.ng bondin& aywt. tor the exportation ot alcohol 

trc. St. Pierre 1D rull torce and ettect1 Frenob pra.iae 

extra care and aaaure llallufaoture ot alcohol in the Ialanda 

will Dot be peraitted- 2/24/37• • •• • •••• ••••• ••• • ·•• •• •••• • 

S.lt-llelp 
See alao HoueiD& 
llha Lonipn reports oonterence bet-n Baker &lld Bawl (lorke 

Progreu .Adalnistretion) 1 strMt &Dd other Dhtrict people-

2/25/37 ••• •• •• • ••••• •• •• •• •••• ••••• •• •• •• •••••• ••• ••• • ••••• 

lliae '-ican •klq inquiries about f1abin& &lld tiab 

proc•••1ac- 2/25/37 •••• ••••••••••• ••• ••••• •••• •• •• •••• •••• 

SUnr 
lllllr expleine et 9a30 -tin& •w•re &ain& to introduoe a lew 

to pq d-at~ the price ot eU?er by atatea, put the 

eUYer purobaein& progrea on a state buia t'rce now ... tu 

~~-~~~=-~-~-~~~-~-~-~~~~-~: ... 
SUTer J>urobaae .leta s-tor lhMler uta lll&lr about repeal 

~ o-etioe with olieot. ' a queetion~ lllllr replies, • You 

2i2;j31~. ~:~. ~. ~~~- ~. ~~- .. ~-?~:. ~~-~~~~ .-

175 

57 

232 

231 

2.)1 

27 
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Book 

Silver Depository 
See Mint, Bureau or 

Speeches by ~r 
llarvard-Yal.e-Princeton conterence on Public Mtaira 

at Harvard Un1veraity1 •o-.. tline or llonotary Developments 
and PoHciea or ~Gited States• ae preaentecl by I!W"r 1n 
opening round-table di&eussion- 2/27/)7 ••••• ••••••• •••• LVI 

a) Final draft •••••••.•••••• ••• •• •• ••••••••••••••••• •• 
b) For Ruoaall Lertinpal1 1a cangratul.&tiona, 

sea Book LIX, page )90 
Stabilization (arranged ohronologicallT) 

Franca! 
Cochran repor t& aubstence of British correspondence 

expreasiDg •anxiety and unhappineaa over continued 
loss of gold by France"- 2/20/37 ••• • • • • • ••• • • •• • • • ••• 

a) I!IIJr, tro. Farm, diecuuea with FDR; both 
agree t o do notb1Dg about tbia - 2/21/)7 ••••• • ••• 

Cocbr&n requested by lliiJr to cable bia suggestions on 
what tbe French a i gbt do t o help th•ael n s internal.ly -
2/25/37 ••. ......••.....• ••.... ...... •.. . .. . ...•.• . • . •• . 

lliiJr tella FDR be abould do s0111etbing to get Franch to 
devalue- 2/25/3? •• . . •••..•••• ••••••••••• • . ••• •••• • •. •• 

HMJr asks Knoke t o be 1D bis (H11Jr 1 a) office tomorrow 
mornin&J lliiJr will again talk to Cochran - 2/25/)7 • • • •• 

Xnoke-Bank of France 'phone conversations - 2/25/37 •••••• 
Bulli tt-Delbos (Minister of Foreign Mf~tirs) conersation -

2/25/37 ••••••••• • •••••• ••••• • •• • •• •• ••• •• •• •• • • •••••• ••• 
a ) Bu1litt1 Fears that despi t e now aoderation 1D 

Hitl.A!r' a polici es, this 1a lull before the atora; 
Hitl.A!r U.7 be speculating on possible coUapM or 
f rench ti.nanci.al situation and o>'8rnow or BlUII 
go?&rnaentJ this would produce enoraous series 
of strikes 

b) Delbou A possibility, but f1DAno1al. situation 
will not get ao far offhand as to l ead to overthrow 
of Government; admits unpopul.&ri ty of Lab eyrie 
( GoYernor, B&Dk of FrliDICe) IUld Auriol (lli.nister or 
Fi.nance) 

c) Delboa proposes formaticc of llational. Econoaio 
Cowu:U to auperrlse end coordinate work or 
Minietera ot Fi.nance, .. tion&l Econo.;y, C.-erce, 
and Acr1cul t.ure - al.ao ao.e auperrlaioo .,.... 
BII.Dk or Franc•J Rist to bead CounoU 

Bullitt-BlUII (Prille Minister) converaet.ion - 2/25/)7 • • •••• 
a) Bulli tt auaaeata tiae ia ripe tor France and 

Gera&DJ' to reaon ba.rriere to 1Dtenuotional. 
trade and araament reatriotiooa 

b) Blua doea not agree; thinka Hitler ia apecul.&tin& 
on tal.l ot Blua gOT1trDII8Dt, with general. atrike 
to1lowin& J atat.ea Mpl>atical.lJ that. tin&Dcial. 
situation will not brin& about overnow or hia GoYe......,.tJ 
aoreover, it be (Blaa) abould go into opposition, 
.!1! woul.4 .!!.!!.! ~ ubooat etrorta j2 !!!'!UDt eeriC!!!f 
at ribt inatead or t.rrtng !2 ~ tucb etrikea ~ 

Page 

)60 
)77 

5 

1) 

198,207 

206 

206 
208 

211 

212 
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Book Pa&e 

Stabilizetion (ContiAued) 
France {Continued) 

Bullitt-Blua conversation - 2/25/37 (Continued) .. ...... LVI 
o) Bl\1111 ltost grateful tor United States support; 

aaka about possibility or some tYPO or loan in 
United States1 Bullitt repl1ea Johnson Act would 
exclude any type of loan; BlUII inquirea about 
debt settl81118nt end Bullitt ae,ya in that oaae 
a French loan would present qUite a different 
aspect1 Blum doea not coneider debt aettlement 
iapoasible 

lleeting on "french aituation•J preaent1 IIIIJ'r, Taylor, 
Lochhead, lihite, lnoke, and J'eia - 2/26/37, 9:15 A.ll ••• 

a) .ID£1r thinks 0 frencb situatioa is Just about 
as bad as 1t can be• 

rur·ther •eeting - 2/26/37' 11 ........... .. . ... . . . ....... . 

SUp.r 

a) llliJ'r tells group tb&t PDR is as peaaiDistic as 
he is; FOR suggests that word be sent to 
ChaaberlsiA very secretly asking it there 
1a anything Chaaberlain and IIIIJr can do 
together; therefore Si.r Ronald Lindsay 
has been asked to join group 

1) For actual conversation with FDR, see page 341 
b) Conversation with Cochran• llloiJr asks Cochran to 

infors him after debate then in progress in France 
has been completed 

l) Coehran'a telegraa•• • • • ••• •• •••• • ••• • • • • • ••• • • • 

o) Sir Ronald Lind&aJ arri•••················· ·· ······· 
d) HIIJr tells Feh not to intors Atherton in London 

but to leave entire -tter iA Lindsay's hands •.• • • ••• 

28:1. 

320,403 , 
408,434 
317 

)19 

llliJ'r-Taylor con-reraatlon atter Cabinet ... tlng - 2/26/37.. . 349 
a} liall.ace bas dollble-croaaed Treasury; therefore• 

Treasury will take the position of C'*plete 
diainterestedness - neither f or nor a.gainat it 

llliJ'r-liallaoe 'phone converaation- 2/26/37. ... .. ........... 351 

- T-

Taxation 
See alao }'oreigo Capital! Reatriotion of Inflow 
Copper• 

llliJ'r aeka Oliphant it FOR can treat the 4¢ tax lil<e the 
others, i.e. , reduce it by halt- 2/23/37 •••••••• ••••• • 

a} llliJ'r tells Oliphant •y .. terd&y Treasury had to bllf 
a hundred thousand aterlln& apin8t copper that 
was exported fr'* thia COUDt.I7J .. actual.lJ' ha ... a 
ahortage of copper in thla count.,. - 17; price abroad 

b) Olipb6Dt -rand~ ae prepared tor rill! - 2/25/37•• •• 
1bHatr1buted protita tu1 

l'aat.M.n accept• IIIUr' a inYitatioo for diaoussioo of e-ta 
on und.lstributed profits tax in Inhratate ec-rce 
Coaisaioa report- 2/20/37·························· · ···· 

1.40 

10 
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Unemployaent Relief 
Hopkins reports on plan to tranafer 25, 000 non-rolief 

and administrative employees out or Works Progress 
Adainis tra tion prior to January lat - 2/':n /37. • . • • .. • • . LVI 401 

a) Report (A\IiWit1 19:36, to January, 1937) ahows 
that 6,000 acla1niatrative uployees and nearly 
291000 non-relief workers have been dropped 

- II -

Whiskey 
Federal Trade Commission starts notion against five of 

the largest distUlers and one wholesAler in llew York 
City, charging restraint of trade, price fixing , and 
boycotting- 2/23/)7 • . •• .. .. .• • .•.•. • •.••.••..•.•.• ••. 

a) Alexander aaka transfer of thia actioo to 
JuriacU.ct ioo of Federal Alcohol Adainiatration; 
Tuaulty cooatant Yieitor at Alexander 's office 

b) Taylor coorers with Alexander, wbo finally 
withdraws request 

c) Tydings (llillnrd) proposed bill would validate 
and legalize distiller s' actions which were 
bases of charges 

d) Oliphant reaumw read by FDR who then says 
• so ahead and press bard before Federal Trade 
co-ission" 

Wolfe , Joe 
See Appointments aDd Resignations 

so 
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London 

~ated February 20, 1937 

So creta ry pf State 

ltash ington 

~~ . Fe)ruary 20, 11 a.m. 

Rec 1 d 7 a .m. 

:"OR 'I:.n:J.SURY FRO!l Blll'T": ! 'O,•TH. 

I a m confidentially 1nfor~ed t hat Board of Trade's 

balance of paynents statement wi tch is scheduled to l) e 

h oued at the end of t hia we ek will probably show a figure 

betwee:.: an adverse bal ance of 10, 000, 000 pounds and a 

fa ;orabl e balance of 5,000,000. As reported in my 67, 

Febr uar < ~0, 1936, last year's s t atPment gave a fa .. orable 

balance of 37, 000,000 pounds f or 1935; during 1936 tbe 

advera e t - ade balance increosod by 73,000, 000 pounds and 

s llver s '•l.pments amounted to 11, 000, 000. On the other 

band , s hi 9ping income bas inc~eas ed by 20, 000, 000 pounds and 

foreign ' nvestments by 10, 000, 000 together with increases in 

m1~cellaneous 1tema . 

I am &1-ren to understand tl'>at the British Treasury 

when it learned that t he Poles intend to make statement in 

New York l.Ddicat i ng that they .. o uld default on t heir 

sterling a··d dollar bontb '11ads an unsuccessful l a st minute 

at tE~ml)t to preve nt 1 ts i:Jsue. 'X be Brit i:Jb 'i'rea sury doe:~ 

believe 
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believe that the Poles have any intention of defaulting on 

their nterl i ng obligations and maintain that they have and 

Vlill co!"tinue to advise them not to default on tlieir 

della~ oecur1t1es . My own view is that the British will do 

what the" can short of making difficulties for themselves 

to vrovect default on the dollar trancbes. 

ATHF.RTON 

R .( :ilPD 
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PAIU.PHlUSI or TELEGRA.Ji RIOIIVED 

FROM; Allerioan lmbaeey, Parie, rrance 

DATE: Pebruary 20, 1937, 1 p.a. 

NO. : 247 JROK COOBIU.N 

.: , .. 

:Exchange 1e relatiYely quiet on unofficial arket 

this forenoon wi th Bank of France continuing to yield 

aterling. Forward franc more offered. Press oarri ee 

.Amsterdam Stook Exchange C011111i ttee prot est to President 

Roosevelt on meaeures against forei gn inrestors. 

·3 

At Socialist parliamentary group meeting yeeterd&y 

Auriol denied that he would resign as lolinister of J'inanoe 

and said t here was no thought of changing Labeyrie at Bank 

of ll'ranoe. 

It 1a the opinion of market observers that action 

towards solving present difficulties may be postponed until 

depletion of stabilisation fund and of British cr edit 

are nearer. The influence of l abor they fear 1a beiqg 

str ongly exerted through J ouaux upon the GoTernment and 

that in the •eanti•e there will be pushpd the tendency toward 

nationalization of French key industries and iniiUl'anoe. 

I waa i nfol'lled by Pennaohio that on llonday t here would 

be &nn011Doe4 a reduoUOil in the Italian touriat lira froa 

105.40 to 102 franca per one hundred Ure. Pemaachio eaid 

that the Treaauy preferred to talte this lou thr01Ji.h the 

ourranoy rather than a reduction again of hotel and railway 

ratea to ••et ooapetition for tourieta due t o rrenoh ax-

Regraded Uclassified



- 3 -

poeiUon, &D4 eo o.n. 

The meeting between Rueff and myeel~ hae been post­

poned by him until eix o'olook thie eYening, einoe at 3 

o' olook he 1e to eee Blum and Labeyrie. It ie likely that 

I ehall eend a further cablegram tonight. 

BULLI!t. 

\ 

U:LR 
• 
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Paraphraee o! Parie Eabaaay strictly confidential 

telegram No. 249, February 20 , 1937, 7 p .m., !rom Oochran. 

Please re!er to the l a et paragraph o! my t elegriiJII 

No . 247, J'ebruary 20 , 1 p .m. 

Thi a tl't'ening between 6 and 7 o • clock I s aw Rue!! 

who had con!erred with Premier Blua late in the afternoon. 

Rue!f said he wiahe4 to keep me informed of dtn'elopmenta 

in the French situation and he wanted particularly t o tell 

me of an exchange of correspondence w1 th the Br i t 1 ah. 

Be said that Baldwin had written t be French Jlr .. ier 

under date o! February 12 expressi ng the anxiety and 

unhappiness c! the British OTer the continued lou o! gold 

t¥ Franca, indicating that the Briti s h f eared this might 

lead t o comp r omising the Tripartite Agreement and recalling 

to the Frenoh the proviaion therein !or con sultation among 

the appropriate authoritiee of t he three parties t o the 

agreeJDBnt . Baldwin1 a letter c r ossed a brie.f personal note 

addressed by Auriol t o Chamberlain expreasing t he desire o! 

the French Kinieter of Finanoe to exchange viewa with t he 

latter c oncerning t he French Financial situation. 

Rueff ehoe4 ae the French text of a long c~ication 

dated J'ebruary 17 which Auriol aent Chaaberlain 1n contin­

uance of hia !1ret note and in &niWer to the letter o! the 

British Premier to the French Premier. Auriol1 a letter re­

viewed the French situation at great length, .-phaaiziDC 

U1e economic recovery which had taken place and axcuetnc 

heuy 

Regraded Uclassified



- a-

. -. . 

heaTy expenditures of the French Qo\o er1111ent on the ground 

that the international political situation makes it necea­

sary for France t o strengthen its armaments as the British 

are also doing. Auriol made the point that the French finan­

cial situation is difficult as the result of an internal po­

litical cause and also of an external factor. Aa remedy 

for the internal cause, he said, the French Government was 

considering tbe establishment of complete freedom for gold, 

was planning to check excessive expenditures, and would stri~ 

toward liberalization of t r ade. He felt that in the second 

place an international problem was involved because capital 

which is fleeing from France is going in part into the 

purchase of commodities and causing a sharp rise in t heir 

prices and in part into the purchase of foreign securities 

whe:re it has a tendency to increase the speculative char­

acter of such inTestments. 

It was in connection with this international phase of 

the matter that Auric sought the cooperation of the British 

Chancellor of the Exchequer . He indicated willingness t o 

stabilize the franc at its present level if the other par­

ties t o the Tripartite Agreement would make a public 

annouDCement pledging the union of the three currencies, 

i.e. indicating that in case one of the ourrenciel moved, 

the others would moTe oorreapondingly and s imultaneously. 

Auri ol said that neither the French GoTernment nor the Bank 

of 
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of France was coneidering French exchange c ontrol, ae thie 

would mean a rupture of the tripartite understanding . This 
, 

morning, Norcy, Aoting French Financial Attache in London, 

r eturned to Paris bri nging t wo letters from the Chancellor 

~ the Exchequer to Auri ol. The first was a general reply 

t o the latter • s letter . The eecond touched upon t he 1110re 

technical aspect• of Auriol's suggeetions. 

The Br i tish emphasized t he domeetic character of t he 

queetion c onfronting France. They advised that the sterling 

rate be held lese rigidly by the French stabilization fund 

than hae been the praotioe until the l ast few days. They 

thought that anything that could be done by France t o check 

speculation against the franc and to restore domesti c con­

fidence should be done at once. They pointed out that the 

heaTy selling of francs evidently o~ fr0111 French sources 

a nd that no large pr oportion of it could be attributed to 

speculation of foreigners against the franc. The British 

were not eure juet what Auriol had in mind concerning u­

tabl iehing freedom for gold. They requested more explicit 

information on thia. They very de~initelY rejected the idea 

c1 llartD banding the three ourrenciee together and said 

the British GoTer~aent had gone as far in the etat•tmt 

Sept .. ber 35 aa it ie possible for it to go . IR other worde 

the British cannot undertake to tie sterling to the dollar 

wh1oh 
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which ia practically attached to gold aa this would involve 

•e !acto attaohmeat o! sterling to gold for which the British 

GoTernaent has no authoriiy. However, they were willing t o 

consider making a declaration simultaneously with the United 

States t o the effect that they did not object to .a any 

fluctuations of the franc within the limite established by 

the French monetary law o! Oct ober 1. 

I was permitted t o glance hastily at the long doouaents 

of which the foregoing ia a very rough IIUIUII&ry of the high 

pointe. Rueff said that t he consultation with the French 

Premier this afternoon had not r esulted in any decision being 

taken. The question will be studied Uonday when Auriol, who 

ia away, has r etwned to Per is. Blum, however, was insistent 

that there should be no resort by France to exchange con­

trol. Rueff reported hi.m a s saying that exchange control 

would not be inconsistent with hie political ideas but it 

would have a tendency to hurt the good relatione with the 

United States and Great Britain which he greatly cherishes 

and wishes to mai.ntain. 

! asked Rueff if he hi•eelf did not reel h~t the truly 

d011eet1c character of the French probl... Be eaicl he did 

fully realise this and that if it were not for the political 

complioations the technical solution would be quite s imple. 

I told hi• how frmkly I had ~oten to AUI'iol in the oonver-

eaUon 
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aation last Konday reported in •1 telegram !lo. 211, Feb­

ruary 15, 5 p .m. 

Rue!! told me that aft er our convereation reported 

in my telegram 233, February 17, 9 p .m. , be had got in 

touch wi th Dean Jay o! Uorgans in Pari s. The latter sub­

mitted to Korgana in New York Auriol ' s inquiry concerning 

borrowing on the American market. The !lew York house, 

Rue!! said, did not take the matter up with Washington 

or even put it before Korgan Stanley !or consideration but 

advised Rue!! through Jay not t o pursue the matter o! a 

loan on the American market any further since, in pr esent 

circumstances, it would be unacceptable on the Amerioan 

market even i! it were not prohibited by t he J ohnson Ac t. 

This message , Rue!! said, entir ely confirmed the personal 

opinion I bad stated t o Auriol and t o him. 

Stressing the ser ious character of the Tr easury' • 

situation , Rue!! promi sed t o keep me infor med o! develop­

mente next week. 

BULLITT. 

':) ., 

:U:rL:Lft 

• 
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VOSIPH 8 EAaT~AN 

INT£RSTAT£ CoMMCIItec CoMM••••o,., 

W~~>oaHtNOTOH 

February 20 , 1937 . 
co.,. .. ,.tlO""" 

My dear Mr. Secret ary: 

I have your let ter or February 19 stating 
t ha t you would like to discuss with me toward 
the end or next we ek the comments in our Annual 
Report in respect to the undistr ibuted profits 
tax . or course 1 shell be glad to do this, end 
wi l l hold myself in r eadines s to cell on you tor 
t ha t purpose at any time that you may suggest , 
although I shell be glad if you will give me e 
little advance notice. 

I em vt ry sorry t ha t th~ letter which I 
wrote you in r egard to t his metter went astray 
in s ome manner. How it r eached the White House 
is a mystery to me . As it contained a tentative 
draft of a letter to the President, it occurred 
to me that the envelope might t hrough careless­
ness have been addressed to t he President, but 
my office force is quite clear that t his did not 
happen , end the fact that t he \'/hi te House , as I 
understand it, has no record of the receipt of 
t he letter 1e further evidence that it did not 
happen. Wy office boy took e letter that dey 
to the Treasury Building, but it went to the 
Bureau or the Budget end not to your office . He 
now believes that he put the letter to you in 
the mail . Whe t actually did happen I do not know, 
but I a s sume the responsibility for t he mistake, 
whe tevt r it wes , and regret it . 

10 
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Ot course, tbe tentative draft ot e letter 
to tbe President was intended onlY tor your per­
usal. It seemed to me a convenient way ot 
presenting the matter, in vieW ot the pointe 
made in your previous letter to the President, 
and that it would pave the way tor our diSCussion. 

VerY sincerely, 

Ronorable HenrY t.:or~ntJ\AU J;: The Secretary ot the Tree~ry ·' · ... • • --··---
\,aal:ington, D. c. ' 
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90.\Sf QUA!!!! CJPQl!lOJI Ill liQOP '2 ' 
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111 .. 1 .. 1pp1 Vell•T u aoon aa need terminates , which h expected 

to take place fh·at part of nut week. 

Oout Ouard force at prea1111t operaUJIC 1n the 111ea1a­

a1pp1 nood sou nwo'ller• 19 ••acoine uo1 h am\ 25 'boats, the 

latter operaUnc w.cler the 1.•ed1at• clireoUon of the DIOD 

center h 'lleiiiC 11&1Ata1ned. ancl two plan••· 

ODJ!!!!. WA!D Ll'!!lt CONDI!I01!11 

Cree\ at fiolteburs 52-9 thh 80rn1DC: Jlatcbes 57.1•. 

a r1 .. of 2/lOthe a foot ainoe ,..oterd.IIT; u4 ,.. Orl-• 11.11
, 

a "" of 1 /lOth a foot . 
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February 21, Ul:5, 

I &poke ~o ~he Presiden~ SundAy nigh~ , February 21, 
from ~he Farm, about the a~~aohed oab1e and he agreed 
with me ~ha~ we ougbt to do nothing and J ue~ e1~ ~1gh~. 

1! 
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TELEGRAM RE0EIVED 

- FROM 

Para~hrase of Parts Emoassy strictly confidential 

tel egra11 :·o . 249, Feoruory 20, 1937, 7 p . m. from 

Cochran. 

Please refer t o t he last paragraph of ~ t elegram 

~ro . 247, ?e!:rusry 20, 1 p . m. 

':his e··enlng between 6 and 7 o 1 clock I saw Ruert 

who bad .conferred wi th Premi er Blum l ate in the otter-

noon. Rueff s aid he wished t o keep me i nformed of 

developments i n the French sit uat i on and he wanted 

particul arl y to tell me of on e:xchon.,e of correspon-

dence with the Bri t i sh. 

lie said t hat Baldwi n had nri tten the Prenoh Premier 

under dat e of February 12 expressing the anxiety and 

unhappi ness of t~e riti~ over the continued l oss ot 

gol d by Pr ance, i ndicating that t he British teared 

t his mi ght lead to compromi sing the Tripartite Agree­

ment and r ecalling to the French the provision there­

i n for consultation among the appropriate authorities 

of t he three parti es to the agreement . Baldwin '• 

, 
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lett er crossed a bri ef personal not e addres sed by 

Auriol ~o Chamberlain expressing the des ire of t he 

French 2 in1st er of Fi nance to exchange views with the 

latt er concerning t he French f inancial situation . 

hueff s~owed me t he French t~xt of a long co• ­

municatton dated February 17 w· ich Auriol sent 

Chamber l a in 1n continuance or his first note and in . 
answer to the l etter o! t he lr itish Premier to the 

French Premier. Auriol's letter revi ewed the Fr ench 

situati on at great l ength, Olphaeizing the economic 

recover y which bad taken place and excus ing heavy 

ex~end1tures of t he Fr ench Government on t he ground 

t h'lt t ·~~~ international political s1tuat1on makes i t 

necessary for France to e trenJthen 1ts armaments as 

15 

t he Br itish er e also doing . Aur iol made the point 

t hat t he Fr ench financial situation 1s diffi cult as 

t he result of an internal political cause and also of 

an exter nal factor. As remedy for t he i nternal cause, 

he s a t d, t he French Government wa s considerin,1 t he 
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establis~~ent of complete freedom tor gold, was 

planning to check excessive expenditures, and would 

stri te t oward liberalization of trade , He felt that 

in t he se cond place ani. internotional problem waa 

involved because capital which is fleeing from France 

is going ~n part into the purohase of commodities 

and causing a sharp rise in their prices and in part 

into t he purchase of forei gn securities where it has 

a tendency to increase the spe culative character ot 

such i nvestments. 

It waa in connection with t his international 

phase of t he matter t hat Auriol sought the cooperation 

of t he British Chancellor of the Exchequer . He 

indicated w1l lin8ness to stabilize t he franc at ita 

present level if t he other parties to t he Tripartite 

Agreement would make a public announcement pledging 

the un i on of t he t hree currencies, i.e . indicating 

t hat in ease one or the currencie s moved, t he other• 

would :nove correspondingly and simultaneously. Auriol 

said t hat neither the Frenoh Government nor the Bank 
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of France was consi dering Fr ench exchange contr ol, 

as t 1 is would mean a rupture of t he tripartite under­

standt n:; . 

This :.:torn1.ng, Uorcy, Acting French Financial 

Attache in London, r eturned to Paris bringi ng two 

letters f r om the 
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Cba.nc~tllor ot th& Rxohe:qultr to Auriol. ThE t1rat ..,... a gc11:ral 

rEply to thlt lattEr 1 a lEttEr. ThE aEcond touchEd upon thE morE 

tlohnioal a spEcte ot Auriol'• auggretiona. 
. 

ThE Br1tiah lllllpbaAnd thr domntic cbaractlrr- ot the 

quution eon1'ronting PrancE. ThEy adrtnd that thE etlrl1118 

r a tr bE hEld lEae rigidly by thE Prlnoh a tabi1lsation tund than 

haa bun thE praotioiE until the lut tnr daye. ThEy thought 

that anything that could bE donE by PrancE to chEck spEculation 

against thE tranc and to rEstorE domEstic contidEnCIE ahould biE 

donE at once. 'l'he:y pointrd out that the hEavy U:ll1118 ot trance 

EVidently camE trom FrEnch aourcce and that no large proportion 

ot it could b r attributEd to spEculati on ot torligncre against 

th~t tranc. 

ThE Br1tiah wEre: not surE just what Auriol had in mind 

concErning astabl1ah1ng trcadom tor gold. 'fhEy raquutEd more 

Explicit intormation on th1a. They vEry dctin1tEly rejrctlrd 

th1 idE& ot b«nding thE thrn curr;t'cnciEe togEthEr and .Lid the 

Britilb Go'\'lrnmEnt had gon1 u tez 1n th& statEment fot Sq~tllll­

brr 25 aa it ia po88iblE tor it to go. In othEr worda thr 

British cannot und~trtakE to tir sterling to thr dollar 111b1oh 1e 

Regraded Uclassified



TELEGRAM REOEIVED 

- 6-

, . 

praotioall)' attaahltd to gold aa. th11 would 1nvolvlt dE r a oto 

attaobm1at or at1r11ng to gold !or wh1oh thE Br1ti1h GovlrD­

JUnt baa no author1t)'. HowvEr, thlty wu1 Willing to oonl1d1r 

making a dlolaration Klmultancoualy nth thl UnitEd Stat1a to 

tbl E!f lot ~t thlty did not obj1ot to any fluctuation ot the 

trano W1 th111 thE 111111 ta utabUahEd b)' thl Prlnch monEtal7 

l aw or OotobEr 1 . 

I -. pEl'lllittEd to glancE haat1ly at tbl long doo\lllllnta 

ot 'llb1oh thE 1'or1go1ng il a Vltry r ough ~ ot tbl high 

po1nta. Ru11'1' aaid that thE conaultatioll with thE Prlnah 

Prllllilr th1a afternoon bad not rE~tEd in aey dr;ohion being 

takltn. 'l'h! quution 114.11 bl atuc111td Monday whEn Auriol, 'IIIlo 

i1 awa7, ba• rEturnEd to Pafta. BlUIII , bowvu, waa inaiatent 

that thltr1 aboul.d bE no ruort b)' Pranor; to aahang1 control. 

RuEt! reported him aa aayingthat aahangl control would not 

be 1noona:11-t1tDt With h1a pol1t1oal idna but it would ban 

a tl:ndmo7 to hurt thE good rElation• With thE Un1tltd Statca 

and Grut Br1ta111 'ldUoh he grutl7 ahEr1abla and wiabu to 

maintain. 

I &lkEd Ruc!t it hi h1maclt did not rcaliS.It the trul7 

d-ut1o oharaotlr ot the Prmoh problltiD. He aa1d hit did 
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tully realisE tbia and that it it wEre not tor th£ political 

coaplicationa the technical aolution would be quite aiaplc. 

I told b1.a hOY trankl.y I had epoken to Auriol in the conver­

sation last Monday reported in Ky telegram no. 111, Pebruary 

15, 5 Po lio 

Rud't told ac that d'tcr 0111' connrsati on reported 

i n 1117 tllEgram 2:13, Pcbruary 17, 9 P. .ll., he bad got 1n touch 

With DEan Jay ot )(organs in Paris. ThE lattEr aubmittcd l:o 

Morgans in Nl'tll York .Auriol' a inquiry ooncErning borrOYin on 

the Jarriocn market. Tb£ Nn York houac, Ruct't Aid, did 

not take the matt er up 'lfith Waahington or cvm put it beforE 

Morgan Stanley tor consideration but adVised Ructt through 

Jay not topurauc thE mattEr ot a loan on the AmErican market 

any t'Urthcr ainc&, 1n prumt circUIIIStancu, it would be 

unacceptable on thE J.aErioan market ncn it it w1r1 not 

prohibited by the Johnson .&Dt. Thia musagc, Ructt aaid, 

cntirEly confirmEd thlpEraonal opinion I had stated to Auriol 

and to bi.a. 

Strcaaing thl sErioua character ot the Treasury'• 

aituation, Rueff pr0111181d to knp ac in1'ormcd of dcvclop:~~~~~ta 

nat WElke 

BlllUtt 
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Secretary of State, 

1·1aah1ngton. 

256 febru~ry 22, 5 p. m. 

Gray 

Paris 

Doted Feb~ary 22, 1937 

Received 5:55 PM 

21 

In spite of New York being closed today there was fair 

activity on Paris exchange market with dollar sought by 

both Paris and London. Bank of France lost considerable 

sterling, one bonk alone taking 5oo, ooo,coo pounds. 

Rentes drcpped two francs and eeneral atmosphere 

was and . Principal cause of todoy 1 s unhappiness was 

considered to be Blum' s speech of Sunday which indicated 

Government ' s opposition to .changing its polici es and agnin 

blamed capitalists for frustrat i on of Popular Front 

Government ' s plans . Market 

and remarks of Auriol last 

present change 1n officers 

r.nd Bank of France. 

observers fear t~~ t his speech 

weok mean that -fhere ~ill be no 
-\" ' \ 

at head of f\n1st~: ot:.•~j.nce 
.4 • .. ..tt.~ ·'/ 

~·r . (!..~ ' ' " / ... . .. ..,., 
.~ .. 

BULL ITT .... ~ 
,J 

•' 

CSB 
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PAM'UL P.A.R.t.PBIUSJ: OF UI·JORAM RJ:CJ:IVJ:D 

FROK: .QIJ:RIOU 'MB4 88T, PARIS 

DATi:: February 33, 6 p.m. 

NO.: 260 

FRO!l OOOIIUN 

' 

Paris exchange market slow. Bank ot France reported 

to have yielded only small amount of sterling not because 

sentiment has improved but because domestic commercial 

need !or fUnds ae end of month apProaches limite amounts 

available for export. J'onrard franc slightly better but 

rentee still declining. 

I spoke with Carigusl last evening. He said that 

llondAy had been a bad day tor the Bank of France. I spoke 

&leo with Simon who is head of the Societe Generals. He 

told me that the Government should understand that it 

is the middle (•) of the holders of government securities 

who are eo nUJileroue in Jranoe who fear moat ot all the 

government's program and get rid of their eeouritiee and 

hide or BliPOrt their capital as a conaequence. Si:mon felt 

reeentf\ll to the charge that the bankers are trying to 

wreck the government. 

Labeyrie asked .. to call at the Bank of rranoe some­

time during the week and .Auriol eaid last night that he 

wOIUd telepbCIIle ae to oolll8 oYer eoaet1ae thie week. .Auriol 

was Y1ei ted by Ar~on, Parie llorgan partner, last night. 

The l&tter 
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The latter did hie beat to oonvinoe Auriol that the holdera 

of capital will have no faith i n the government until the 

govern.ment baa enough faith in the people aa tu payera 

and i nveatora t o oeaae the threat& and inveatigationa 

that are continually being directed against them . 

I received calla today from Lee of Guaranty '81ld Jay 

23 

of llorgan' a. Real concern over the French financial outlook 

wae expressed by both. They both expect a scarcity of 

money on the Paris ma.rll:at at the next settlement date. 

In addition , they do not clearly see how the French 

Treasury will meet ita needs of t he next two or three 

months. Lee mentioned that 1n London an effort was being 

made to interest banll:a there including Qua.ranty 1n a loan 

to Hait i by the Ha1 tian W.niater. 

(DJD llESS.lGil) 

u:n.nr 
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GROUP llEETI NG February 23, 1937 
9 : 30 .A.ll. 

Pr e sent : 

!.lag i ll : 

B.M. Jr : 

llagill: 

Oliphant: 

Magill : 

I! . I.I . Jr: 

llagill: 

llrs Klotz 
llr . liagill 
l.!r . llcReynolds 
Mr . Oliphant 
Mr. Lochhead 
L!r . Tayl or 
!lr . Baas 
llr . Opham 
lliss Roche 
!lr . Gast op 
llr . Bell 

The Carriers Taxing Act we spo~e of before has been 
r eported favorably by the Finance Committee without 
any opposition. It ' s on the calendar of the Senate. 
They probably will recess today on account of llr . 
Buchanan' s death without taking action; but it seems 
t o be properly cared for . 

I 've had a couple letters from Mr . Burgess of the 
Federal Reserve Bank about alien investments in 
Governments . One of them here . 

Well , 
ought 
Bull? 
me. 

I ' ve asked him t o s tudy 1t. Do you t hink we 
to get together in advance of hearing llr. 

The way we left it was llr . Bull would call 

VI ell, I'd l:lke t o get together IJIYSel.f w:l th George 
and Berman to see wha t the boys have worked out . 

They 'll have it r eady by t welve o' clock; that is, 
the boys from the Bureau . 

Well, let's get t oget her right after that. 

Joan and I were t al king about it, and we want to 
know why we can' t simply tax the a lien just the 
way we t ax an American citizen, and that way remove 
all objections of t he State Department. Just tax 
any alien just like an American. 

If you can persuade hiED to file a return, wby, I ' • 
with you. 
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Joan and I c an't under stand why we just can't t ax 
any alien exactly the same as an American citizen. 

You tell her that they 1 r e nas ty fellows and they 
won ' t fi le r e turns . 

Well , supposing we wi thhold all income until they 
do . 

Suppose they di dn ' t have any i ncome t hat you could 
withhold . 

Vlell then, we wouldn ' t file a return . 

That ' s your big problem on the capi tal gains, to 
find who to put the finger on. 

We just can' t under stand why they shouldn' t be 
treated just the same. 

She may be right. 

We t alked it over, and I was going t o call you a s 
soon as I coul d . She came down and said, 11 Have 
you called Dr. Magill?" "Not yet, Joan; there must 
be a catch . • She said, • You bet t er call him ." 

Shall I write her a letter? 

I f you do, make it. stand up; that ' s all I can say . 
And incidental l y, you m.ight send ae a copy. I t 1 s 
interesting ; why , it seems that that ' s jus t t he 
simplest t bi ng . ' 

Joan says t hat. 

I t' s a problem of adm.inistrati on. 

I mean i f you just said "e ' ll t reat any alien 
just the same as an American citizen, then the 
State Department can' t say there's any di scri&ina­
t i on. 

Incidentally, on t hat t here is t h.is t hing whi ch 
Her bert Fei s gave us . Then - I don' t know - be did 
some mumbling under h.is brea th. Here it i s : •Dis­
crim.ination Taxa tion of Foreigners.• And thi s is 
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written by what•s-his-name, Feis•s assistant. 

Livesey . 

Livesey. And he comes out in •• • . Written for 

~ivesey - I mean for Feis. And they come out 

here flatfootedly in this thing and say tha t any 

increase in tax on aliens will be harmful to 
t heir policy over there, which is Just absolutely 

contradictory froo what Feis wrote me in that 
l e tter. 

•In other NOrds, tae treaty with Canada is inter­

nationally the most vulnerable aspect of the present 

proposal . If t he United States wants t o give resi­

dents of Canada or Mexico this preference, it cannot 

simpl y stand on the position that it is imposing the 

20 percent r ate on other nonresident aliens in order 

t o remove a preference they now enjoy over American 

t axpayers . Our policy is obviously and importantly 

discriminatory against Grea t Britain, France, end 

the Netherlands, Switzerland, and less importantly 

against other countries, so l ong es we r etain and 

i .mplement the preference for contiguous count ries . 

It appears therefore tha t the pr esenta tion of the 

matter to the public and to for eign countries should 

justify the measure at leas t in part on its actual 

grounds and not on grounds of equitable treatment 

of both American a nd alien investors." 

Well , ths t is just one hundred percent different 

t han what Feis wrote me . And t hen after Feis gave 

it to us - I mean he did some mumbling. Then I 

said, "Why didn 't you give.1t to me before, Herbert?" 

Why don ' t you give Joan t his first sentence here? 

What's that? 

•Since it is impossible to obtain adequate informa­

tion to tax for eigners residing abroad at the same 

income tax r a tes they would pay were t hey residing 

in the United States, it is impossible to give them 

• na tiona! t rea tment. • " 

I know, but - I mean the other t hing . 
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You1 ve passed that. 

I know, but you read that and then take it and 
stack it up against what Mr. Hull said here for 
an hour and forty-five minutes, plus what lfr . · 
Feis wrote. . .. That's wha t t hey really think. 
In other words, wha t they say in that memorandum 
is t hat anything we do i n the circumstances is 
discriminatory and on tha t basis how can they 
make any more trade trea ties. 

You know how the British handle theirs as f ar as 
discrimination is concer ned . They put on t his 
23 and a fraction, then give a rebate to their own 
nationals but not to Americans. But the State 
Departoent has never objected to t hat discrimina­
tion. 

No, tha t ' s British di scrimination. That's allowed 
under the rule s. 

And the memorandum you (Taylor) gave me from our 
fr i end just doesn't stand up either . 

I didn't say t ha t it did . I just sai d it Nould be 
interesting. 

It is interesting, but t oo pr o-British. I mean -
I can' t lay my hands on it; I r ead it; but it ' s 
her e; no, it isn ' t- it' s entirely too pr o-British. 

1 have a bevy of l etter s on the subject this morning; 
said the thing t o do is get at the source and quit 
paying so much for gold . 

Why go into that? 

\Vell , of course, the plan which 1 suggested to the 
President for the next move, I think, is a much better 
one . Have you hear d obout t hat one , Miss Roche? We ' re 
going to introduce a l aw tha t we're going to poy domes­
tically the price of silver by states, put the silver 
purchasing progr am on a state basis; that is, from 
now on until Congress ad journs . Then we ' ll go back 
to t he original plan. 
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The t ought to help with the Court, though. 

Exactly. You got it. 

I thought I had it. 

Tbe President said, "You better armounce it as the 
Yorgenthau plan.• 

I know two negative votes that would probably turn 
the other way . 

I told him it was good for eight or ten votes. And 
i t ' s not so dumb . In the room, I think i t is a 
good deal better argument than some that have been 
given on the radio. 

ltucb better . 

What? 

Much better, because more realistic . 

The more I think of it, the better I think i t is 
in the way of getting votes . 

Well then, you fellows are going to - do you want 
me t o keep this afternoon free - say, three o' clock­
for a meeting amongs t ourselves? 

I think it ~ probably be a good idea . 

Tlell tben, supposing we have a meeting at three 
o 'clock. 

For those of you who don' t read Lawrence Pegler, 
I suggest that you do. 

Wes tbrook. 

Westbrook Pegler this morning . 

Well worthy of consideration. 

What? 

Well worthy of consideration. 
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You' ve read hi m? Who ' s r ead Pegler this morning? 
\ 

I have . 

Later in the day . 

Do you want a t r ansfer to t he Depar tment of Justi ce? 

Be makes a great case . 

Well , anybody wants to be t r ansfer red, let me know. 
Anything else? 

And incidental ly , you, young fellow - you (Oliphant) 
were all hot and bothered and had me put my name 
on a certain signature for a letter to a gentleman, 
then get an answer; then nothing happens . 

The scene shifts a little . llore work being done 
on it . fie met on it for a good long session Fri day . 

'Nell , I think you ought to . 

We • re working on i t . 

You' re looking better . 

I feel fine . 

Herbert? 

(Nods negatively) 

Archie? 

Not hing . 

Archie sent me up a telegram all the way to the 
country. 

This one for your (t.lrs J{lotz) notes . I spoke to t he 
Pr esident at t en o'clock - what night did I say, 
Sunday? 

Mrs Kl otz: Saturday night I thought you t ol d me . 

Lochhead: Sunday night, i t must hove been. 
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Be said just to sit tight , do nothing • . 
Hello (On phone to Bur~ess; conve.rsation not 
recorded on dictapbone) Hello, bow are you? -
~ou let George keep shooting the quail that Wayne 
laylor didn't get. - No, you tel l him a bird in a 
pot down there is worth t •11o up here in Washington. -
Yes, but you ' ll be down. -All r ight. -Well, Magill 
says he has some correspondence from you and he 1 s 
going to try to digest it today end then • • •• 
All right. - All right, •bye. 

Burgess . 

I should have reported t hat the Counselor of the 
J apanese Legation came in to see me Saturday and 
they were very curious about the laws about ship­
ment of gold , and what would happen if J a pan 
should ship gold to the United States, whether 
Japan could earmark gold, whether J apan could get 
gold out again, and whether they could purchase 
gold from us . 

Say, you fellows (Gaston and Lochhead) better 
get together . You two stay af t er s chool; the two 
of you, will you? The two of you better stay after 
school. 
Four o ' clock Friday I got the same questions. 

You two fellows better stay a fter school here; I 
mean right after this meeting . 

' 
It was SaturdaY noon this man came in to see me. 

All right . What ao they say, those Japanese, you 
know? Two shells - there they ar e; then they are 
not . 
Well, apparently they both a sked the same questions . 

I think they probably asked t he same questions . 

They didn' t like the answers I gave them, apparently . 

Well, supposing the three of you stay after school 
and I ' ll talk to you. 
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Yes . 

I mean I think we better get together . They shouldn't­
I mean - well , I want to talk about i t . Anything else? 

No , that's all. 

That ' s the beauty of these meetings. We find out 
1vha t each other are doing . 

It ' s a l ong time ago . I ' d just about forgot . 

Saturday? All right. You (Tayl or)? 

Senator Pittman. "ijy dear ~r. Secret ary : There 
have been a number of articles written in the 
domestic and for eign press, in the l ast month or 
two, ~~th r egard to our s i l ver policy. I have 
paid no attention to these ar ticl es because t hey 
were mostly instigated by bullion brokers who 
desire an open market for both gold and silver, 
for obvious reasons . 

"In view of statements made by the President in 
his campaign address at Denver , I am rather sur­
prised to s ee an editorial in t he Washington Post 
of this date not only a ttacking the silver policy 
but making this statement: 

•The Secretary i s noN suggesting t ha t t he 
Senate Special Silver Committee should 
advise him a s t o the pr ice they consider it 
proper to pay for newly mined domestic 
silver .' " 

Shall I continue? 

Please . 

"Thi s is the first time I have heard of any such 
suggestion. 

"I made a speech before the Mining Congress at 
Denver shortly before the President made his cam­
paign speech there . ~Y address will be published 
1n a few days in the lUning Congress Journal. In 
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t his address I have discussed both the gold and 
silver policy of the United St a tes. I will send 
you a copy of i t when it is print ed . 

• I t would appear that no one bas any knowledge 
of your policy to use silver in tying the curren­
cies of certain countries to the dollar, as you 
have very successf ully done both i n China and 
Mexico . 

"None of our self-constituted monetary experts 
s eem to real i ze the power that our Government 
would have in the f uture stabilization of curren­
cies by having possession of l arge quantiti es of 
both gold and silver . I realize, of course, that 
we are fac ed with a temporar y problem in the 
flight of gold into the United States. I still 
believe that it will be temporary, depending upon 
when the politi cal situation in Europe is adjusted, 
either by war or otherwise . 

11 The Senate S~· ecial Silver Committee, through 
assistance, haa been preparing a report for some 
time, but changing conditi ons have delayed such 
r eport . It will be made at this session of Con­
gress, after more important matters have been 
disposed of . 

"With best .O.shes, I Wll - Sincerely, i(ey Pittman." 

~/ell , the answer is very simple . "14y dear Senator: 
'J:honks for your let ter of such a nd such n date . 
Yours sincerely . 11 

There was a fact I ' d like to mention. 

"Looking forwar d to r eceiving your ar ticle, I am -
Sincerely yours . " 

And wba t' s your point? 

Copper has passed fifteen cents . Just a psychological 
moment . 

No, you're wrong on the psychologica~ basis . Li s ten, 
I don' t •want t o be the fellow t hat t hey say , • It it 
hadn ' t been f or ••... , we would have gotten the Court 
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through. n See? 

Notice how he voted Saturday? 

How did he vote? 

Against the bill. 

Against it? You mean with the President? 

No, against . 

33 

No . Just like !lac's got a cert a in pr oposition in 
the State of Ohio . We looked it up and Bulkley f or 
the moment is with the President . And believe me, 
before t hey get through t hey 're going to be looking 
for goats, and I •aint" ~oing to be it. And if -
anything that waited for o year and a half could 
wait for a year and s even months . If it's waited 
a year and six months, it can wait a year and seven 
months . This thing is going to get down to a matter 
of two or three votes, and papa 11aint 11 going to be 
the goat . I ' m not around this town four years for 
nothing. Am I right? 

The wa ter is running the other direction. 

Which way? 

Well, it's a ll material for the man across the 
street . 

On yes, if he wants to play with the price of silver, 
that ' s something different. 

No , ~ point is that the whole basis for t he subsidy 
of silver disappears with the recovery of the price 
of copper . 

Well listen, I'll have to debate with you . May I 
remind you that I once talked to a Senator from 
Arizona by the name of Ashurst and asked him how he 
felt about the price of silver, and he said, "U1 
dear boy, I can no more discuss the price of silver 
with you than I can discuss ~ religion.• And I 
don ' t see where the price of copper comes in on that . 
I just don't see where the price of copper enters on 
t hat . Am I right? Anybody? Does the price of 
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copper make any difference in your (Roche) silver? 

We have silver . 

What? 

We have silver. 

Uoes it make any difference? 

I don' t think so . 

You might read lolr . Pegler' s piece again end change 
some of the words, change the subject . 

It doesn't in the State of Idaho, which is the big 
silver state . 

I don't know enough about these things . 

It isn' t in Utah. What? 

If you talk about coal, I might have some comments 
that would be in order. 

Well, thanks for the suggestion, but •• • 

I think that ' s a notable event, when copper went above 
fifteen cents . 

but I t hink, in view of the generai politi cal situa­
tion, certainly nobody should play with the price of 
silver except the President of the United States. 
Now, does anybody disagree with m~? 

Of course not. 

What? 

or course not . 

I think my suggestion wa s a much better one, that we 
pass a l aw tha t 'Ne pay for silver based on the cost 
of mining it in e ach s t ate and buy it on a state 
basis . 

uiving credit for copper . 
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Or anything else. All right. But Berman, Just -
anybody should play with it except the President? 

No, sir . If the President decides the pri ce of 
copper i s ver y important - tha t ' s my only point, 
that he decide the price of copper is very impor­
tant . 

Have I passed you (Taylor)? 

Just that . The •Dear Key" letter - one of these, 
you know, •Dear Key" letters. 

George? 

I haven't got any thing very important . There ' s 
one of those letters from Harvard (hands letter 
to Secretary) . They get your advice on how to 
handle - it ' s that new school, I think. 

This question of administrative training? 

It ' s a question of training people for Government 
service. They ' re establishing a school . 

35 .. 

Well, you're the third person that got one of those . 
I understood that Mao got one and Berman got one. 
! mean t hey do this thing in such a funny way . They 
first write . Then the President wri tes me a letter. 
They ' ve asked Mac and they ' ve a sked Oliphant; now 
they've a sked you. 

They may want an economist i f it 1~ a question of 
tra1n1n& people for Government service . 

I think I •11 ll'rite President Conant a letter and say 
would he mind - II'OUld they make up their minds wha t 
they want, see? Because this is the ~bird person. 
Next thing they ' ll be wri ting they want Bell. And -
I mean I think they ought to let us know. Don ' t 
you think so? We ' ve sai d yes . WhY don ' t the three 
of us get together and then prepare a letter to 
Conant. But I think the letter ought to go to 
Conant. ilouldn' t you (14ag1ll) , as a university man, 
say so? 

Who's writing this letter to us? 
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His secretary. I ' ve had one letter from Conant 
on that . 

Yes, I should think so. 

What? I ' d write a letter to Cona~t on that. That 
agreeable to you, George? 

Yes, fine . 

Miss rloche? 

. . 

., "!--. 

~a· 

Nothing special, sir. A ~ayor LaGuardia item in 
the paper about taking our Hoffman Island. 
There ' s been no formal transaction or suggestion 
there, but we•ve been trying to find some use for 
it up in New York to tnke it off our hands - Public 
Health Service. 

H. ?.f .Jr: Through Procurement . 

McReynolds : I 1 ve consigned it. 

B.M. Jr: Oh, did you? 

McReynolds : I 1ve consigned it. 

B.M. Jr: Jus t check that with Mac. I 1m quite sure that 
Admiral Peoples - for some reason seemed to be 
custodian - sent a letter over for me to sign. 

Roche: Well , I didn ' t know thnt it had definitely been 
signed . 

Mrs Klotz: In answer to a telegram. 

i:! .M. Jr: I think you'll find, if Mac will look it up, that 
Peoples gave it to the city; but from reading the 
publicity you wouldn' t know the Treasury was in it. 
What? 

Roche: It didn't seem as though we had taken a~ initiat ive. 

H.M.Jr: Well , my impression is o letter from Peoples, I think. 

Roche: 'Nell, I'll check. 
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I think so . But you wouldn't know we even wer e 
in it. Anything else? 

That's about all, sir, this morning . Nothing very 
important . 

14ay I ask if the Vandenberg study of the need for 
Social Security reserves - is that in the shop 
somewhere? 

George Baas called me up. You can tell the story, 
George. 

Bell probably knows more about it than I do. 

Well , tel~ them, though - tell them about the 
telephone conversation. 

Yes, O.K. Sunday morning I told the Secretary 
that on Saturday afternoon Altmeyer got in touch 
with Russell Reagh, who is the Government Actuary 
in my division, and showed him a copy of a letter 
which they were addressing to Senator Harrison, the 
Chairman- I don ' t know if it was in his capacity 
as Chairman of the Finance Committee or not. But 
it dealt with the Vandenberg resolution r egarding 
an investigation of the old age reserve account, 
a s I understand it. 

Reagh checked off the figures, which appeared to 
be all right except in a few minor instances. It 
was oruy one or two sentences, which d ealt with the 
econo~c na ture of the fund, wherein I suggested 
a change, which I presume they accepted. I addressed 
this change to Altmeyer over Dan Bell's signature. 
And they also • •• 

Have you got Dan s igning on the dotted line? 

Blindly . 

As Assistant to the Secret ary . 

I see. 
I signed another way as Acting Director of the Budget. 

Did you agree, Dan? 
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\'/ell , I don't think I did . 

Altmeyer thought it would be • •• They were going to 
have this meeting on Washington ' s Birthday and 
Altmeyer thought it would be well if the Treasury 
Department, in addition to sending up a person who 
dealt with the finances, would send up an economist 
who would be 1n a positi on t o answer the economic 
questions which arose - which arise from the building 
up of this l arge reserve fund. I sugges~ed to Dan, 
and he agreed with me, that it would be better for us 
and better for the Social Security if we rema ined 
away from it at that time, particularly in view of 
the f ac t that the Reserve Board, I understand, had 
some opinions w1 th regard to this fund and the 
handling of i t , and I really don't know what their 
opinion is. ~o nobody, as I understand it, from 
the Trebsury went up there yesterday. 

That's right. 

Well , then you asked me would it be all right to 
talk to Goldenweiser and I said yes . 

That ' s right, a nd I'm going to do it . 

Oh, you haven 't done it yet. 

Well, does a nyone want to r aise any - that's the 
beauty of these meetings. 

I asked Mr . Altmeyer if he 1d give his testimony 
along the lines that the Board needed moro experience 
in order to deter mine these l arger questions of policy , 
and he said he would, and he thought that was a good 
line to take. There was only one thing I saw in the 
paper this morning that worried me, and that was that 
he told the Cocmittee he thought they might stort 
benefit payments a little earlier; and ~ under stand­
ing With him on that wa s the President didn't want 
anything done along that line 1n this year ; be thought 
that ought to go over for another year until they could 
get their administrative feet on the ground. 

That's going to cost money to the Treasury . 

Sure . 
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Well, everybody know where it stands? All right? 
You're all right, Miss ~oche? 

Roche : Yes, sir . 

H. lo! .Jr: Dan? 

Bell : I don ' t believe I nave anything . 

38 

a .Y.Jr: I 1 d like to see the crowd thHt works with me on 
financing at four o'clock this afternoon. See? 
I'd like to have a sort of preliminary at four. 
And the people - you (Baas) know, you ' re in on it -
Haas, Bell, Taylor, and Archie . Let's have a meeting 
at four as a preliminary. Pretty well jelled in 
my lllind, but ••• 

Upham: The Comptroller said some very nice things about 
you Saturday night. I gave you a clipping~ but I 
think perhaps it .•..• 

H.M. Jr : Sober? 

Upham : Yes, he never dr inks . 

Mrs Klotz: Much. 

H.M. Jr: Is be a teetotaler? 

Uphnm : Yes, be does not drink. 

Taylor: Nor smoke. 

Upham: Kaybe that's one of his troubles . 

Bell : •ay be one of mine too . 

H. M.Jr: What ' s that? 

Bell: We (lliss .Roche and himself) don ' t either, so there 
must be something wrong with us . 

H. I4 . Jr: Do you (Upham) drink? 

Upham: Ob, once in a while . 

B. il. Jr : 
Wow, ey, you know • • •• • Bell, I ' ve never seen you 
drink. 
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Sure Cy drinks . 

On, I ' m all right. Just Jefty and I . 

Jus t you and Jefty . Be (Upham) can' t join that club . 
He ' s got too many exceptions . Dan ' s - I ' ve never 
seen Dan break it. 

I'd bave to be pretty low. Uac gets me once in a 
while •••• 

I wasn't going to tell that . 

Well, I expected it to come out, so I thought I'd 
better protect myself, s ay it first . 

Tbis is going to be a confessional . There ' s too 
many of us know each other around here . Next thing 
Archie wiLl get up and say he never drinks or never 
smokes cigars . 'Nhat• s the matter, Mac? 

Not a thing. 

(Hearty l aughter) 

Anybody else want to join thot club? 

I never commit ~self. 

That ' s the approval of the selection of Keith as 
t.ss!stant Collector up ther e in !lew York . I think 
everybody ' s agreed that it ought to be dpne . 

Gregory ' s done a good job . (~igns appointment) 

Gives bim a fifteen hundred doll ar promotion on 
t he first of March. Everybody will be bappy &bout 
that . 

What else? 

That thing that you banded me from Wallace the other 
day . I ' m afraid you won' t get anything back on it 
today . Elmer couldn't get hold of the Agriculture 
people on Saturday et all. 
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a .M.Jr : 

Oliphant: 

H. l! . Jr: 

Oliphant : 

H. L! . Jr : 

llcR: 

H. loi . Jr: 

llcR : 

H. I.! . Jr : 

Mrs Klot z : 

H.M.Jr: 

- 18 -

Mrs . Klotz, you write a letter to Henry Wallace in 
acknowledgment for that . Say : •Dear Henry : I beg 
to acknowledge receipt of your l etter of such and 
such a date . I am enclosing herewith a photostatic 
copy of your l etter to me for your files . 

11 I have immediately s tarted an investi gation of 
these charges , and just as soon as the i nvestigation 
is concluded, I will give you a copy of the same . " 

I 1m certainly not going to have anything like that . 
He wrote me a letter in which he said, • I am sending 
you the carbon copy in order not to have anything i n 
my files .• . I t' s a charge against a man in Procurement 
that works with Resettlement . Well , I 1m sending him 
back a photostatic copy of his letter so it can go 
in his files . If ther e •s anybody in Treasury, why 
shouldn 1 t they be • •.. 

hvery r eason why it should be . 

What? 

Every r eason why it should be . 

I ' d like to have that go by hand. It ' s a most unusual 
t hing . It was Procurement, wasn ' t it? 

Yes . 

Two . Was one of them Bell' s man? 

No, t hey were both Procurement. 

J.ll r ight . But !' m glad; I knew I had some t 11ing on 
my mind . Anything else? Anything that I forgot? 

I don ' t think so . 

Any after thought ? All right . Vlell then, if Taylor -
the t hree Japanese boys can stay • • •. • 
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Rep. 
Elmer J. 
Ryan 

HMJr : 

R: 

B.llJr: 

R: 

BliJr: 

R: 

IU!Jr: 

R: 

HMJr : 

R: 

BliJr: 

R: 

Bl.!Jr: 

Hello 

Good morning 

Hello, Yr . Morgent hau 

Bow are you? 

Oh, very well 

Ah -

Tuesday 
February 23 , 
10: 20 a . m. 

1937 

I wanted to get down and see you, you know? -
This is Congressman Ryan. 

Yes, I know. Well, do you want t o come right away? 

Well , I guess I could . 

I' ve got an eleven o' clock appointment. Could you 
get here before that? 

I think so . I ' ll be there. 

I ' ll be glad to see you. 

All right, Mr. Secretary . 

Goodbye 

42 
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HI.IJr: 
Trees . 
Operator: 

BllJr: 

T . 0 . : 

BllJr: 

T . 0 .: 
Burton 
"heeler: 

BllJr: 

W: 

BllJr: 

W: 

!ll.IJr: 

W: 

BllJr: 

W: 

!ll.IJr : 

W: 

IDlJr: 

W: 

Bello 

Yes 

yes 

Shall I put him on? 

Please 

All right, go ahead . 

Bello 

Bello, Burt 

Bello, Henry 

Bow are you? 

Tuesday 
Februart 2J, l9J7 
ll:l9 a . m. 

I didn't know whether you'd speak to me this morning 
or not. 

Well, what - have you soid something nice about me? 

(Laughs) Bo, no, not about you, Henry. I did about -
I mean about this court vict ory. 

Oh, I•m in the Treasury. 

I know tha t. Say Henry 

Yes 

I have a letter from a man up ~ State saying 
that there is a report out there that's quite current 
to the affect that your - that the Administration is 
going to seek to r epeal the Silver Purchase Act. I 
wrote him a letter in wbicb I said to h1a that I cldn1t 
think there was aeything to it. But I did think I'd 
better call you up becaus e I don't want to make a liar 
out or ..,self. 

Well, Burt, you don' t think we'd make silver in tbe 
Supreme Court, do you? 

Bo (la}lilll) 1 no 
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!WJr: 

W: 

HYJr: 

W: 

!UIJr: 

W: 

HMJr: 

W: 

HllJr: 

'II: 

!UIJr: 

W: 

HIIJr: 

W: 

HIAJr: 

W: 

WIJr: 

W: 

BliiJr : 

W: 

HIIJr: 

W: 

HIIJr: 

What? 

No (laughs) 

What? 

No (laughs) 

-2-

Well , I don' t know. I mean you start by tbe Supreme 
Court and then you swing over to silver . 

Oh, well, I was Just Joldng about the Supreae Court. 

Are you sure? 

Yes, I was Just Joking about the Supreme Court. 

Well , 

I was kidding about that. 

Oh 

But really, seriously, about the other thing, is 
have you anything in mind or ? 

The only thing 

Yes 

that all this stuff is in the paper. 

When I appeared before poor old Buck 

Yes 

- in the Bouse 

Yes 

Be asked me a lot ot questions. 

Yes 
And Buck was very - wasn't very much opposed to it 
and I answered him as franklY as I c ould 

Yes 

And since then ~ aind -
I told soae people tbe 
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W: 

BI&Jr: 

W: 

Bl(Jr: 

W: 

Bl&Jr: 

W: 

Bl&Jr: 

w: 

HIIJr: 

W: 

HJ.IJr: 

W: 

IIKJr: 

W: 

H.IIJr 1 

W: 

HIIJr: 

W: 

-)-

other day, we've got too much to do down here and 
=1 mind is not on silver . 

Yes 

And, perfectly frankly, I haven't discussed it 
with the President in six months. 

Yes - well -

And - you answered your constituent t ruthtull y . 

Yes, all right. Well, that ' s all I wanted 

Bow' s that? 

That's all right . 

45 

I mean, I don't know when it will come up. But I 
can say that up to twenty minutes past eleven on 
Tuesday, February twenty-third, I have done notb.ing 
on silver and haven't been thinking about it. 

Yes, well of course, Key Pittman and I will tight 
hell out of you if you try to. 

What? 

I say 1 Key Pittman and I will have to scrap bell out 
ot you if you seek to do anything or tbe kind. . 

Well, I'll have to go around and see Senator ICing and 
have b1m rescue me. • 

(Laughs) All right. 

What? 

All right . Yes . 

Politics make strange bed fellows , you know. 

That ' s right, Henry. 

All right, Burt Now, I - that's the answer and 
I - if I was ever going to do aeything -

Yes 
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ID(Jr: 

W: 

HMJr: 

W: 

ID(Jr: 

If: 

BliJr: 

W: 

BliJr1 

-4-

l' d be II8Jl enougb -

Yes 

- to let Key Pittman know and ask b1m to call a 
meeting and I 1d tell bim Just wbat I was going to 
do. 

Yes 

See? 

Absolutely 

Bow' s tbat? 

All right, tbat•s tine, Henry . 

O.K. , tbank you. 
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February 23,19~ 

The President read t he a t tached memor andum from 

Oliphant on the "whiskey matter• very caref ullY and be 

said, "Go ahead and press it hard before the Federal 

7rade Commission.• 

so 
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TREASURY DEPARTMENT 51 

..... FES20 1937 

Seeretacy llorgentbau 

Hc:oman Oliphant 

For fOur information -

I am having llann1 ng aake a study 1n connection wi tb the 

•whiakfl)" utter. • Tbe dneloraente so far are as follo11'8: 

1. So:o.e u- ago, tbare wu an action eterted b)' the Federal 

Trade CollllOission against five of tba l&rgcst distillers c.nd one 

wbol eaaler 1n Mew York City crerging restraint of trade, price 

fixing and bo1cotting. Wben tbis action was aterted, Yl . s . Alexander 

sent his General Counsel, Buck, to · the FGderal Trade Commission 

wbo requested tbat tbe action bo trMaferred to tbe jurisdiction of 

tbe FGderal Alcobol Adllinistration. This fact was brought to tbe 

attention of Ass1stant Secretary Taylor and be took tbe aatter up 

witb 11 . S. Alexander, and the HCIU8St na witldr&liD. Tul:nllt11 

during tbia U.., baa beeo a coastant daitor at li. S. Alexander'• 

office. 

2. A hill was intrGduced 1n the Sennte b)' Tydings , and 

1n the House b)' lliller which would , by its terms , validate and legali$e 

tbe actions of these distillers whicb were the bases of the cbargea 

!lade b)' tbe Federal Trade Co.aiso1on. llr. Kelley, General Counsel 

ot the Federal Trade eo.aieaion, ball intonwd ""' • tbat pending the 
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outc0111e or this proposed legial.atioo, tbe reapoodent distillers beft 

been given indefinite u- to answer tbe co•pl.aints , 8Dd tbe whoa 

action bas been "put on the abel£ . • We are tbe following tbe courae 

of ~bill l egislation • 

• 
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NeWllof 

Celler to Ask 
TradeUnitQuiz 
Of Tydings Bill 

53 
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CORRESPONDENCE 

eo~na.riAL I"'UU_ 

FE.DEI'tAL n..!:GEA:VIE: BANK 

01' NCW YORK 

SoJ8JECT._ ~ QWf!MIPJCW JDII .... ._ ._, __ _ 
llr. Canpel oaU .. •• •' 1110a ~ a4 referred M •r 

tel.,._.o .-.er .. u• of l'•r11U7 11 .-41 u wr tldlo of Ulo ._. 

U7, 4eol1llc wiUl Ulo rewooauo. or .o411'1oaU• of Ulo U:lPQlUo 

-.~.n. c:arlpel ~- Uaa Ul• ball • oliJ..Uoaa w tho -.­

•••Uoaa .... liT •• a4 Ula' ,.._, .. nod •'1J'ol7. ~h.la4er-... 

our oahlo, ho a14, M llo •-.17 a olaft1'1..U• of tho -••••"• 

-•on.1.Dc oori:aS.a 4-'all• of tho -our,- ~--• a4 tba' Ulta 

clarltteaU• ba4 ~~- r-• DOOOIMJ7' •• a rolalt of 1aqldr1oa .... 

liT tho 1w111. I ropU .. Uaat Uaat •• Ulo ataaauoa. / 

DlaMe.t•l to41iJ'• ..n.-, CU1c11el atah4 tba' U ba4 ~~­

ni'J' noh .-tner at \bat ao far he ba4 w to ~ uon aoo,ooo, 

11b1eh wu ..a14arala17 loa• tb.- tor a lolll U•o• I referred M tho 

or4on 'llldoh ho 11Yoa •• n,alarl7 •• •* .. h1ll u ld .. ~mow 11bether 

•• ware ua4llllc Ua•-. !ale ..uar..u-. na "Pl.7 ... tb.d w ba4 

baD4lo4 th• .....,. ..u.. 
With ref- w Ulo wrl4'• .-r!Uoa ..nota, Carlpel 

\bCialht that Ua..,- ·-ell, 1t ~. too bf.P· no lion Ul1llc 

tho l'raoh GoY-•' .-14 4e1 ho ..u.aet, walt llo te tuo ~•o 

Ropl lid* wero ..... ...,. W ...... t eapUal Melt M l'rMOO• fta' 

llelJtc ._o, bo .._," wr pre~• of ..._. _..,. wal'- d 1_.. Sa 

...... llo ..... 
Cl'II>J.l:J 

''illf"""'-"00 1H' "J~I .-..:.: . .,., .. _., 
•--s...... •• I \1.0 _.,_ -..•~11 
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TREASURY DEPARTMENT 

IN,.... orl'la COMMU NICATION 
.. 

DATa 

In aooordanoe with your telephOM oall ot Sunday 110rn1nc, 
February 21 , 1937, I have arranged with Dr. Golde~iaer tor a joint 
oon oideration or the eoonomio problama i nvolved in the Old Age Reeerve 
AoO(Iunt. Be h&e d .. ir;nated !.lr . Currie and llr o Gayer ot hie etatr • 
&Dd I have deeip>&ted Ru .. ell Re~. GovermMnt J.otuar;y, and Benr)t 
Uurphy to ••t a.nd dieou.ae thi• matter. Arte r prelillinary •etinc•. 
Dr . Goldenweia•r and I plan to join the die ou.aeion. 

.U a ooneequaDOa ot theoe joint Mat in&• • w ehould mow 
on 'llhioh pointe the twv etatra are in &eneral asre......t. and &lao 
those aapoeta ot the problelll on 'llhioh our 'riewe -:r ditter, it alloh 
be the oaae. 

51 

' 
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Pebruar7 23, 1937. 

Berni tb I baDd 1011 a COp)' ot a turtber 

telecna rr- Bul.litt regarding tbe st. Pierre 

~~atter, which ne phoned me !rOll tbe State De­

partltent tbie •orn1n&:J also a coP7 or • draft 

or a repl)' which I fllrnisbecl tbe State Depart.-

ment at their request. 

GRAVES. 

• • 
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~ ~~~l--------------------------~ f"' Fabru&r7 2) 1 19)7. 

57,. 

1'HUIU7 Da~t obj aota to lhiQut..S 110d1ticat10IUI 1a clatiAU.ioa ot 

•u~ cia trute• aloaa tbaM •oulcl opoa the .., tor tratt1o 1a 11eut.rel 

apll'iu or pld11 &le4bol 1a bilk oontainan, Stop. Tba7 oill att811t1011 

to tile taot tbat ra it lAportecl 1a qua11U.t7 1ato St. Piarra tro. 

llutiaiqu would Ul1doubtadl7 ba tor _.,,, n1 pw'posu, e1 tbollah co.acliac 

tbat tba -uH•a ot ra u llllcb troa St. Piarn would probablJ' ba dll'aot..S 

a t tbe MriU... proYinoaa ot eu.4a rattler tbaa at the 0111tacl Statea wbera 

the Mrkat tor tb1a bnar .. a 1a o.-pt.nti't'el)' -u. Stop. Tbay t Ml 

atroftll7 that tbera would ba 1111 11Dfairl1 .. a to tba people ot St. Pierre 

it tile Fraob abooWI raatriot the iaportaU.oa ot eloobol and alcobolia 

bnerq .. to llllOb aa are bott.lad and paau aacl Ul1dar trade or brand -• 

117 raJ~Qtabl.a ...a.taotarara u con~atacl b7 Ula •uu••tacl claf1111t.loa. 

aw,. TlleJ ....,, bowa't'ar, that it the rr.o Qo ........ t lbould J.Aaiat 

~ Ul oMW'ea-t ot tbe propoeacl dat1111U.on to u to pend.t tile s..po,._ 

taU.• ot .- I.Ato st. Piarra 1a bilk oontainara, tbia oea 1111n aatel7 

ba CIODa bJ praaa~ tile dat 1111tioD u or1c!••"7 fttaitW lllld aclcl1a& 

tba rollowiJI&I 'and 80t .i.nal lidl.lll .. wbaa bottl .. or ca..., b7 ra,_tabla 

_,...tar..,.. ud baa.rUI Juatitloat.loa ot ori&iao' 

.. 
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PARIS, Februa17 22. 

ForeigJ> Ot'tice, at the ioatanca of the .W.t17 of Col011iea, sucaaeta 

modification o f proposed definition ot •alcool de treite,• as follo .. -

In p4ce of •eben bottled and pecka&ed by reputable llallut'acturara,• it 

auggeata, •wben bottled or caaked by reputable eanutacturera•; and 1o 

place ot •and labeled aa such under appropriate trade or brand -•,• 

it suueata, "and bearing juatitication or origin. • The Foreigl' Oftica 

add a that certiticeta ot ori&io would be issued by the French liquor 

exporter and rtaaad by the French cuatoas authorities at the port ot 

export. The 111oietJ7 or Foreign Affairs states that these chances in 

phreseoloiC' are desired to persit tbe :t.portation ot t'Wl troa llart1nique. 

I would appreciate a reply et your earliest convenience. 

Bllt.LITT. 
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23 ··~ruar.r. 1937 
4 p ... 

COAft Ol!tJP 9"9!''1018 II llQOD tpe 

Viaa1 .. 1pp1 lall q u aoon u need hl'll1nat .. , which 1a e:q~ected 

to take place t hia w"Jt. !be llnphh Heedquarten~ wUl probablT 

be cloaed on Wednee4tr, laarln« onl7 one radi o truck there . 

Ooaat Guard force at preaent operat1n« 1n the W1aa1e-

a1pp1 f1oo4 a one nu.Mre 19 ••a«<> in« uni h and 25 boah, tbe 

l atter operetin« nnder the t.oediate direction of the DIOD at 

llatcbea, Vi .. ha1pp1, where a ahore of f1oe aDd c..-ioaU,_ 

center 1e be1n« M1nta1ne4. 

(I!"!UL WA.'I'p L!QL COliDI'l'lOJIS. 

Creat betwen latohH aDd '" Orl.Mntl, ~ 

flatteniJIC out - llatobe• 58', a rhe of 2/lothe foot ainoe 

SaturdqJ Jew Orlean• 18. 7', a fall of 1/loth foot ainoe 

SaturAat'· 
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Sena tor 
Elmer 
Thoma s 

ffi!Jr: 

T: 

HWJr : 

T: 

ID.IJr: 

T: 

f!l.IJr : 

T: 

l:IIAJr: 

T: 

Bl!Jr: 

T: 

HUJr : 

T: 

HWJr: 

T: 

Tuesday 
February 23, 1937 
4:43 p .m. 

Mr . Secretary 

I got your letter in regard to Howard. 

Yes 

- asking about the Register of the Treasury 

Yes 

.. - .. 
GO 

And I just wanted t o tell you that before Jim 
Farley left he t alked to me about that position 
and asked me to do nothing until he got back. 

I see . 

And he ' s still away . 

I see. 

And, until he gets back I ' m not doing anythi ng. 

\'/ell, Mr. Secretary , we have prepared some data 
in the form of - oh, some endorsements and re­
commendations-.g.i ving Howard ' s background and 
placed them in your hands in the event so 
t hey can be used. 

All right. 

And then sot:te g~od time at your convenience we 
would like to come down, if it's open for con­
sideration, and present Howard . He's here in town. 

Well - the ot her - what I ' d like to suggest 
is that - I really think that you ought to see 
Farley, because he's taken a great interest in this 
vacancy. 

Well, that ' s that ' s a good suggestion then. 
You t hink it wold be proper then to see him? 

I think it would, because, as I say, he's got some­
body that he says he ' s been trying to pl ace for !our 
years . 

Oh, I see. 
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fOIJr: 

T: 

HJJJ r : 

T: 

llliJr: 

T: 

llliJr : 

T: 

-2-

And he ' s very keen to place this man . 

Yes, I see. 

It's somebody that goes back to the campaign of 
thirty-three. 

Yes, I see. Well , then, that ' s a good lead and 
we'll take it up along that line. 

Well, thank you, Sena tor ; 

Then when you ' r e ready why we' 11 Just come dom 
and see you for a few minutes, if it's open. 

Thank you, Senator . 

All right t hen . 

Sl 
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Treas . 

Tuesday 
February 23, 1937 
4:46 p.m. 

Operator : Go ahead. 

Hl.tJr : ~ello 
A. Harry 
Moore: Hello, Mr . Secretary. 

BKJr: Bow1 s Senator Moore? 

Y: I ' m sorrY to trouble you after a bard day's work. 
(Laughs) 

HYJr: You haven ' t troubled me yet . 

II : 

IDIJr: 

ll: 

liiiJr: 

Y: 

HYJr : 

lol: 

BliJr: 

lol l 

!llolJr: 

Y: 

HIIJr : 

!.I I 

I:IIIJ'r : 

(Laughs) Thanlt_you. !:low are we making out with our 
proposition? 

Well, the way it stands is - we ' re moving Baradelle . 

Yes 

And then I ' m waiting to bear from Belvering for a 
recommendation on a successor. 

I see . It's up to Belvering t hen to ? 

That ' s right . 

I see . All right , thank you very much. 

Having made the difficult decision, I mean, on 
moving Baradelle, as to his successor, I 1m waiting 
for a r ecommendation from Belvering and I haven't 
got one yet. 

Well, that ' s the big thing - is the -
successor. 

getting the 

Well, that -
Guy . 

I'm waiting for a recommendation from 

All right. 

Bow are t hings with you? 

Oh, pretty good. We're bumping along. 

All right, Senator . 

sz 
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BliJr : 

M: 

mtJr: 

-2-

l'a sorry to trouble you. 

You haven't troubled ae a bit. 

All right. Thank you. 

Goodbye. 

sa 
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February 23d 

I told the President that General Hugb Johnson 

came in to see me about import tax on copper; that I pointed 

out to Johnson Jokingly th&t Senatur .~<shurst was both the 

senior Senator from Arizona , the biggest copper producing 

sto.te in the Union, and al so Chairman of the Judiciary 

Committee. I told the President that this tax expired on 

June 30th and how would he feel about letting it die if we 

could get awliy with it . He so.id he certainly would be for 

it beCiiUSe copper was one of the biggest worldwide trusts 

und thht we ought to try to bust it up; that he felt th~<t 

the price of copper in the United St ates of 8¢ to 12¢ was 

high enough. 

I told the President th!it CongressmAn Murph)' of 

lilinnesota had been in to see me iiDd lett the attached document. 

It l ooks as though our friend Joe Wolfe had been selling Post 

Offices liDO I suggested th&t nothing be done until •e could get 

a chhnce to investigate. The President agreed . (••ttachment 

marked No. 1) 

I asked the President whether we should continue to 

let the quest i on of Collector of Internal Revenue of Georgia 

rest. He said, "Yes, do nothing f or the time being•. 

(See att~ochment ma.rked No . 2) 

I told the President that Senator Moore had been in 

to see us; that we had agreed to move Baradel, hgent in Charge 

for New Jersey, to San Francisco and t hut Senator lloore whs 

willing to leo.ve it entir ely to us to choose his successor on 

a merit basis. (See a ttachment No. 3) 

I spoke to him about his suggestion of Sally Ja)'llles 

of Springfield , Ohio, for Register of the Treasury. I told 

him that I hud told Senator Bulkley that I had promised Jim 

Farley to do nothing until F~orley r eturned; thht Farley wanted 

me very much to take a certo.i n doctor from the state of Montana 

and give him this Job. The .t'resident said, "Remind Jim Furley 

to relllind the doctor t hat before we can give a.nything to Mon­

t ana - what about Senator Vlheeler . " (See a ttachment No. 4) 

I told the President about my conversati on. with 

Senator Vlheeler who w~<s wor ried about silver . The l?r es1dfnt 

was very much interested. (See attac hment Mo. 5 - B.M.Jr s 

conversation with Senat or Wheeler). 
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When I clime in for lunch Mcintyre came in and told 

t he President t hll t the ex-Governor of Florida, Sholtz 
w~s in to see him and want ed to know how the President feels 

about Sholt~ openi ng 11 l aw office in Washington. The 

Pr esident said i t was no concern of his and Jokingly said, 
" Let him see the Secretary of t he Treasury " . Then several 

s entences passed between the President and Mcintyre which 
t ip~ed me of f t hat Ucintyre knew that Sholtz was having 

income tax troubles . I think Mci ntyre was trying to find 

out Jus t how serious they were. Mcintyre said, " I have a 

lunch da t e wit h Sholtz and I am just on the fence as t o 
whether I should or should not lunch with him" . The Presi ­

dent said t wo or three times, "The matter does not concern 
me . It i s in the blinds of the Secretar y of theTreasury" . 

Fim.lly I s uid , 11 \'ihy no it i s not llr . President, we have 
concluded our v:ork and turned the case over to the Attorney 

Gener ul for prosecution. " I will be interested in seeing 
wha t happens to our case agai nst ex-Governor Sholtz from 
now on. 

I briefly sketched my plan for financing to the 
President who was not particularly i nter ested and simply 
nodded his head as I went along and outlined it to him. 

The Pr esident asked me what we were doing a bout 
"hot money" . I told him ubout our conference with Hull 
Thursday afternoon and that Hull had taken t he mat ter under 
~dvisement; that I had f ound that Hull was opposed to our 

doi.ng ~anything along the l i nes that we ...-ere working on a s 

he felt i t might i nterfere with his trade treaties. The 
President said, "That my advice to you to see Hull was good . " 
I sa i d, "It was excellent". He said , "The person from the 

~tate Depa~tment who had got t en in t ouch With him on this 

matter was J udge Moore . 

$5 
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THE WHITE HOUSE 

WASHINGTON 

1 - Sen. Moor e was La and wanted t o 
know •whether the President got 
in touch wi th Sec • Morgentheu 
on the matter he (Sea. Moore) 
end Mayor Hague were ia to see 
the President about . 

"The President was going to 
get in touch With Sec . K. in 
connection with the Hogan matter 
at Newark. " 
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1Jl Intemal Rna,.,. Depa r1aant . 

• f• Mr. Btr1dell ie now A•nt in Char)!e; eppoiiiUd under Coolidge 
Acl1Din1etret1on. Republ1c811. Livee in Brookl;rt~, Woe trenaterra4 
trom lower New York to Newerk Ottiee. 

1'1Ue ot pos ition 1a Agent in Cherte ot New 1eno:y 1>1atrict, 
InurD&l Re'"n"'" Depertllont , Ne• r k, N. 1. 

, ____ _ 
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"'"'""'""" OIINTCfUtA.L ~Ut: 

TREASURY DEPARTMENT 

W ASHINGTON 

1anuary 12, 1937. 

1oaepb R. Baradel 1a ])lterna.l Rnenue Jget 1n Cbarge 

at Net:UlC, Nn 1erM7. Be na born 1n !law York Cit)', 1a 

46 year a or age, married , waa appoint ed to tbe llureau or 

Internal Revenue as an J.Ud1 tor in 1anuar-1 , 1919, and baa 

ser"fed oonunuoualJ' in tho &n-eau eince tbat date . Prior 

to bis appointment, ha wae employed by tbe PUblic &.nice 

Commission or New York in the BUreau or Stat1atioa and Ac­

COWih t or a period or 11 yM.rs. 

Since llll9 Mr. Be.radel baa been promoted throll8h nrioue 

positions baving to 4o w1 t h aceounting, euooeeding to the 

poo1tion or Internal Revenue Agent 1n Cbarge at Brooltl1n, 1:ew 

York , on liovcber 16, 1928, He wae tranarerred to Rennue 

Agent 1n Cbarge or the &.oond Nn York Diviaion on &.ptllll!ber 1, 

1932, and on APril 1 , 193~, wu tranaterred to the - posi­

tion at Newark, New 1oreey, wbiob position he now holda, 

DUring the two or three yeara 1ane4idal7 preceding bia 

truarer t o Newark , w . Be.radel •o.a the target tor conaiderable 

camplaint or an 1ndetin1te nature , particularly by anonymoua 

letter W'ri tera, 'rbe position ll!liob he held 11'88 one or the DOat 

c!irticult in the Senice trom tbia point or view. Be bed super­

vieion or a group ot orticera who were inclined to be dieaatia­

tied and oritioal. N\lm8l'Oila inquiries were made concerning the 

allegetiona against ur. Baro.c!al , but nothing wu ner l earned 

to juetity a conclusion that be wee conc!uoting htmael.r in an 

improper way. Since hie tranatar to the Newark Diviaion, I 

hove beard no complaint• ago.inat bUD. 

I ban known M!". Be.radel attioiall.y tor a IWII:ber or yeara 

and ban contidance in his integritJ and ability to ho.ndle all 

olaaaea ot inooou tax ouee, B• ie recosni:&ed aa a good man 

on teobnioal maitara and it ia ,q tbou8bt tbat bia abllitJ run• 

rather alona tbia lina tban u an a4miniatrati're ortioer. 

72 
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l.!emo . tor the Secret ary. 

Vincent u . Hoean 11 '" :reera ot llj!e, na barn in Iowa aJl4 

l1eted Kaneaa aa b1a legal residence at the time ot his entrance 

in tha Sorrtce . He waa appointed in J.:arch , lgl8, aa a liarcotio 

.:lttioer at ITiobita, Kaneaa, but lett on JUna l ot the a11111e year 

to enter the army. Eo reentered tho service i n September , 1919 , 

aa a Deputy Collector in Kanoas , in which position ho remained 

until t:ay , 1923, when he become an Internal Revenue Agent aa­

oigned to work on sales and 1111scellaneous tu work. In 1926 

he took an OXI.UIIl.ll4tion to quality on inccme tax work and in 

lioT..,ber ot that year wea appointed an agent with aasignment 

to thot typo ot work at New orteana, Louisiana • 

.Atter a abort por 1o4 1n New Orleans , ur. Hogan aernd in 

tho Dallas , Texoa Diviaion, and in November, 1928, waa trans­

tarred to tha llewarlc , llow :roraey D1'1'1aion, where he baa since 

bean employed . He wao promoted through tho verioua gradoa until 

:Juno 1, 1936, when be rocebed hia present salary ot $'600 por 

annum. He is o.t thio ti.mo employed under the direction ot 

Revenue .agent in Charge l)ara4el at !<ewark, !lew :rarsey. 

Agent Hogan was assigned a t various timao to work in co­

operation With special 11genta ot this 1JD1t on tu traud cases. 

I hove communicated with spacial Agent in Ohorgo uc~uillan at 

tlew York, and haTe received the attached report at Spacial 

Agent Baldwin, with whan !Jr. Hoglln ns principally 1!1111Ployed in 

the iayeatigation ot certain casea at notorious gengstera in 

!lew York Oi ty, omens tham being Waxay Cordon , l.laX Haaaell an4 

t:ax Greenberg. DUring the course ot t ho 1nvostta«~tion in tha 

Wax~~y Cordon case , Hogan inad'fertently cant1ane4 to Spacial 

Agent Bal4111n that he had recently seen \'laxay COrdon. AIS none 

ot the inveetigatine otticore had eTDr adc1ttod ceoting or 

seeing Cordon , Hogan wee qpoat ioned concernins the catt er. 

He then outed that upon request ot one Geeelar, an accountant 

tor the union City Brelf11>6 eompany, ha went wit h h1.m to a beer 

drop in Hoboken, where Geaeler introduced him (l!oeen) to one 

Black1e Cohan , 1Taxe1 cordon•a lieutenant , on wl>ich oocaaion 

Waxey Oor4ao na preaent . 'l'lhan Agent Hoean wae questioned ao 

to why ha ha4 not gotten in touch 111 th special Agmt Baldwin 

or the Internal Rev cue .Agant in Charge , he atate4 he did no t 

know. Hogan wu quaationed on a JW:lber or ocoaaions concarn.in& 

tbio instance prior to the trial ot the r.axey COrdon cue, an4 
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IJClO. tor the secret1.r7 . 

altboush be gave the District Att orney t he aeme information 
be bed given to special Agent Baldwin , upon cross examination 

d•>ri.ne the course ot the trial in t:ovOI!lber, 1933, it wee d ie­

closed t hat Rosen bad visited Cordon on two occaaiona end bad 

discussed bia i ncome tax ettaira With him. On A.Pril 12, 1933 , 

l'lbjlll t:o.x Hassel and L!aX c r eenberg , aasociatoa or l/axey cordon, 

were slain in cordon•a office a t Elizabeth, llew Jeraay, there 
waa round em the body ot c reonberg a piece ot peper conta1n1ng 

Revenue Agent Rosen • a name end t elopbone numbor. It was a18nili­

cant that ):!ogan•a n=ber was not at that til:l.e 1n tile telephone 

book. 

SPecial Agent Boldwin was also informed 11)' attorneys CUlhane 

and Dillon during t he course ot an inveatigatian or the Yonkers 
Brewing ooae , thot Ravanue Agont Hogan had contocted hie client 

end bad accepted 100ney troc him. Agent Hasan denied thla charge , 

end while there i s no definite evidence to prove the charge , there 
are certain c ircumatances i ndicating t hat be hod at lenat been 

guilty ot indiscretion. 

't'bore are other 1tflllll ot intereat w1 th respect to J.lJ'. Rogan 

in the att ached report or Yr . Baldwin . 

ASide trom tho above , I am i ntonned by eevoral or tho moat 

reliable aaents ot tbia 1.1l11t t hat it ia their opinion ~~&ent Hogan 

is not above the aversge agent in abilit y . 
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Ml!!l.ll!IAIIOOiol P'O R: 

TREASURY DEPARTMENT 

INTERNAL REVENUE SERVICE 

New York, B. Y., J'an.U, lllS7, 

\HTEHNAl 

Mr. Buf!ll lleQ)>illan, 
S~cie.l Aj!ent in Charge , 

New York, N. Y. 

lit~ 
JllN •v; 

~l; 1
2193? 

In re: Vincent ).!. Bogan, ' NCf U~ ' 
Interual ReTenu. Aj!ent -= 
Newark DiYiaion, 
Newark, New J'eree;y. 

Pursuant to ;your inetruotione w1 th reference to the abon­

named ReYenue A6ent, t he following into~tion ia eubmitt ed b;y 

me: 

In connection w1 tb th8 1 nnati&ation or IrY1ng Wexler, 

e.liu Waxay Gordon, (SI-97~-r), ReYnue Aj!ent Hogan and I 

Yiaited the Saoond Bank & 'l'ruat COIIII)all1, Hoboken, N. J'., on 

or about J'anuary 2S, 19·31, for the purpoae or -kina inquirY 

u to the bank account operated by one J'amoa Henderson. In­

formation had bean raoeiYad b;y ua that J' ... a Henderson ... 

an aliu used by Waxay Gordon and that tbia wu one ot Oordon'a 

baar aooounta. Rennua A&ent Bogan and I went to the Second 

Bank .!t 'h'ust Ca.paJI7 on tha abon--ntionad date, upon :J'O\Ir 

instructions, and e%8lll1nad thh aooount1 we lett the bank 

and .. de no return to it thereafter. 

About tour montha later, ReTenue A&ent Bogan inac!nrtently 

mentioned to • thet he had .. an W&By Gordon. Aa none ot th8 

1nnat1get1111! agent• had eYar a&aUted -t!JII!i or •"ina Gordon, 

I il11Ded1atel1 quaationed Hogan u to when he had eeen Gordon. 

Ria e:zplanation wu aa followa : 

Be atatec! that on the da1 tollowin& our Yiait to the Saoonc! 

Bank at 'l'ruat eo.pany, Hoboken, he had bean aalled on the phoM 

b;y one Gaaeler, whOIII he identified .. the aooountant tor the 

tln1on City llralw1ng Ca.paJI7. Gee alar ac!Yiaed hia, he a aid, that 

he l<Mw of ou.r Yiait to t he Saoond Bank & Traat COIIPaDT on the 

da1 before, and that he wanted to a~ak to Bo&an w1 th referenoa 
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to tJ. liendareon account . 'l'be Rennua Agent turtJ.r adn .. d that 

b.a mat Accountant Geealer at the I.aokawanne entrance to the Ru4aon 

ar. Monb.attan tubes at Hoboken, and went with b.1a to a beer drop in 

Hoboken wJ.re Geeeler introduced bill. to Blackie Cohen , Waxey Cordon• a 

lieutenant. lie ee.id that Waxey Cordon •• prelent on this occasion 
and tba t Blackia Cohen introduced b.1a (Rogan) to Wuey Cordon. 

When ReTenue Agent Rosan -· ukad by ... why he b.ed not sotten 
in touch with me before uicilll! this Yi oit, or Internal Rennue Agent 

in Charge :rena P. 1enaon, hie explanation was that he didn't kDow 
wll;y he b.ed not done ao. He saTe the 81.11111 explanation when I asked 

bl.m wll;y he bad withheld ror such a l eJ18th or tiM b.1a -tilll! with 

Wa:my Cordon and the circ~Datancea dtend1118 same. 

Prior to the trial or Waxoy Gordon, I communicated tbia in­

tormation to Special Agent Walter P. lolu-pby and I know that Agent 

l&lrpb.y, Dletrict Attorney& Deny, Tarbell and SherPa, quut1o1101d 

Hosan on a nUIIber or occuiona about tb.1e incident and the t J. 
tJ.n appeared betore the Grand :fury, Althoush be can the Dietrict 

Attorneya and Special Agent IAlrpb.y only tbe same in1'ormat1on be b.ed 
giTen me, croaa-oxamination of . .Agent Rosen during the courae or tbe 

Gordon trial, in NoTeS.r, 19~, 4anloped trom b.1.1l. tbe turtber 

tact that he had rte1ted Gordon on two occasions and b.ed diaeueaed 

hie income tax attalra w1 th b.ill.. 

On April 12, 19~, lo!aX !!eBeell and L!eX Greenberg , bootlegger 

aaaociatu or Waxey Cordon, were slain in Wany Gordon' s ottice 
on tbo sth floor ot tbo l!lizabetb Oartaret Hotel, !lizabetb, N'. :r • 
There was round on the bodY or .lliiX Greenberg, in hie Teat pooll:et, 

a piece or paper conteinill8 !lsTenue Agent Hasen~ e neao and hie 
telephone number. It ie eign11'icant to note tbet ReTenue A&ent 
Bogan ha~ moYed and tbat bie telephone number at tbia time was 
not carried in any telephone directory. 

Durill8 the 1.nYeet1gat1on ot tbe Wuey Gordon case , in tba 

Spr1Jl8 or 1931, RsTenue Agents :r-• Connolly, :ronaa l!utt, BDsan 
and I were &lao aldng an inca. tu inTeetigetion or tbe Tonll:an 

Brewery, which aat ablia.,..nt, it aubaequently dneloped, was 

owned by Patrick .,, Dillon, a lias •-rrencb.y Dillon• and :ramea 
Cu.lb.ane. Durill8 thia innatigation, w asenta had diaeue .. d 
Dillon and Cu.lb.ane and it .a ana.ratood -liS ua that none or 

the t our ot ha had nar aean CUl.hana or Dillon or nan knew wllat 

tbey looked lill:a. 
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Arter thio Yonkere Brewery inveotiption hod been pelldi.ng 
soma timo, »ooeo Polekotr, the attol'll8;r repreaenti.ng lole11ra . 
Culhane an.d Dillon, adYieed • eollfidentiallr thot Iilovenue ~lite 
Colllloll:r aDd HOS&D hod Mt his cl1111t1 on the outside &lid had tal<en 
11101181 trom thea, ad'filiDg his el1811to that the;r would see to it 
in writiDS their report thot 110 t.raUd Call would be dan loped againot 
tham. With I.!L-. Polal<off'a iDrol'lll&tion in aind, I kept Agent Hogan'• 
liiOV8lllanta UDder cloaer obaerYation. Some time thereatter, I oent a 
letter to Mr. Dillon to appear at thia ottice on a certain afternoon. 
On the prior afternoon, Revenue Agent Rogan wae workiDg with ReYenue 
Agent Rutt at the Steneck Trust ~ in Hoboken, N. 1. On the 
morniDg of the da;r in queotion, Raven\» Aaent Hogan adTiaed me that 
he wae goiDg to the otriee ot Down & Heffernan, 250 West :S?th St., 
New York Cit:r, u the reoult ot a telephou call ~hot he hod re­
ceived tram Mr. Down. KnowiDg that Iieure. Down & Hattern&l1 were 
attome:ra who hod reproeented Culhone and Dillon in a nl.llllbar ot 
bootlegg1Dg cu11, I 1118ieted on accao;>IIITiDS Iilonnue Agent Hogan 
to Mr. DOwn'e ottice, altholl8h he wu reluctant to ban me f!!> with 
him. 

When ReYenue Agent Hogan and I arr1nd in the lawyer ' a otrice , 
we round l.tr. Down preaent wi tb a client who later proved to be Mr. 
Dillon. Mr. DOwn, upon le&rniDg ot m:r identi t:r, became graatl;r 
disturbed and wantod to know rr- me wh:r ReYanue Agent Hogan hod 
11181ated upon .. etDS his client (DUlon) prior to Ill'. Dillon'• 
eppearanoo before ,.. that afternoon. Mr. Down atatad t hat 1.£L-, 
Hogan bad contacted Mr. Dillon alld told him that I wu f!!>i.ng to 
aak him a lot ot queot1ona about his i .nc ... tax affaire alld that 
be tirot wanted to 118 him in order to prilll him u to tbe nature 
ot my qllll&tiona. Wben Ra'l'enue ~nt Hogan cltnied this eharge, 
llr. Down stated that he had had a telephone conve:roation on the 
afternoon before with Rennue Agent Hogan, When be l1&1'118d that 
Hogan wanted to ••• Mr. Dillon, and hod arrangad with Hogan that 
Mr. Dillon would be p:r81ent in his (Down's) ottice on the morn-
iDS ot the next da;r. In conrilmation ot his charge, Mr. Down ad­
Yieed me thot whe.n Hogan called him up on this matter he told him 
that he 1IU celliDS troll a bank bhildiDg onr in Hoboken, N. 1. 
At t he tilll, I nritied with Iilon,.. ~nt Rutt that while he and 
Hogan were workiDg in tha steneck Trust c~ at Hoboke.n, 1!. 1. 
Rennue Agent Hogan lett h1a tor tha purpo .. , aa he stated, t o 
al<e a telephou call. 

Du:riDS the dilcuaoion ill Mr. Down'• otrice , I aaked J.lr. 
Dillon it he knew Jlr, Rogan. He aaid that be did, but llr. Bogan 
denied thia . Mr. Dillon then etated that be hod tiret met llr· 
Hogan -.ben the Rennue Agent wao mal<iDg an innottption ll'l'er&l 
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yeare before or J'nnlc :owu... a Hew laney bootleuer. Wbo bad 

b .. n elain in a gang war. Mr. Dillon a4Tis ed 118 that he had re­
ceind my letter and had inten4et to oome to my otrice t hat 111118 

a fternoon, but that l.."r. Hogan had oaUed him \IP and had ineiltad 

that he should t1rat aae h1la (!logan) before ba (Dillon) appaerad 

in my ottica. Ha eaid that he had inatructed lolr. Bogan to call 

l!r. Down and tbat the e.ppointD nt bad been •d• tar h1la to ... t 

Hogan in Wt-. Down's ottioe. 

Attar thie diecuaaion in lolr. Down• a ottice wu concluded 

by ua, •• re turned to llDOa 1, Old Poet ottioe Building, and I 

reported the incident to :rou in the preeellia ot liaTanue Agent 

Hogan. 

SeTeral days later, Mr. Irey oame to New lOrk and at your 

request I 84&1n diecuseed this inoidant w1 th hila. 

Shortl:r thereafter, and aa a reeult ot thie inc i dent, 
ReTenue Agent Hogan waa returned to hia ])1T1a1on at Newark, New 

1er aey. 

Edwin A. Baldwin, 
Spacial Agent. 
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February 23, 1937 
ll:l9 a .m. 

BJAJr : Hello 
Trees . 
Operator: Yes 

HIIJr : Yes 

T. O.: Shall I put him on? 

HIIJr : Please 

T.O. : All right, go ahead . 
Burton 
Wheeler : Hello 

HJ.IJr: Bello, Burt 

w: Bello, Henry 

HMJr: Bow are you? 

W: I didn't know whether you 'd speak to me this morning 
or not. 

Bl.!Jr : 

W: 

HIIJr: 

W: 

HIIJr: 

W: 

EDIJr: 

W: 

Well, what - have you said something nice about me? 

(Laughs) No, no, not about you, Henry. I did about -
I mean about t his court victory. 

Oh, I 1m in the Treasury. 

I know that. 

Yes 

Say , Henry 

I have a letter from a man up my State saying 
that there is a report out there that ' s quite current 
to the effect that your - that the Admini stration is 
going to seek to repeal the Silver Purchase Act . I 
wrote him a letter in which I said to him that I didn 't 
think there was anything to it . But I did think I ' d 
better call you up because I don ' t want to make a liar 
out of myself. 

Well., Burt, you don't think we ' d meke silver 1n the 
Supreme Court, do you? 

• 
llo (Laughs) , no 
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HJlJr : 

W: 

HJlJr : 

W: 

RliJr : 

'if : 

HllJr: 

W: 

HIIJr : 

W: 

H1!Jr : 

VI : 

Bl!Jr: 

W: 

HloiJr: 

W: 

HllJr: 

w . ... 
HllJr: 

W: 

HllJr: 

W: 

HllJr: 

What I? 

No (Lau ghs) 

What? 

No (Laughs) 

81 
-2- • 

Well, I don ' t know. I mean you st art by t he Supreme 
Court and then you swing over to silver . 

Oh, well , I was just joking about the Supreme Court. 

Are you sure? 

Yes, I was just joking about the Supreme Court. 

Well , 

I was -kidding about t hat . 

Oh 

But really, seri ously, about the other t hing, is 
have you anything in mind or ? 

The only t hing that all this stuff is in the paper . 

Yes 

When I appeared before poor old Buck 

Yes 

- in t'be House 

Yes 

He asked me a lot of questions. 

Yes 

And Buck was very - wasn 1 t very much opposed to 1t 
and I answered him as frankly as I could 

Yes 
And since then -.y sind - I told some people the 
other day, we' ve got too .uch to do down here and 
-:r !lind is not on silver . 

Regraded Uclassified



w: 
H!!Jr: 

\'/ : 

HMJr: 

\'/ : 

HllJr : 

VI : 

l!'..lJr : 

Vi : 

ll!.\Jr: 

W: 

H!AJr: 

\'1 : 

ll!.tJr : 

W: 

ID.!Jr: 

VI : 

HMJr : 

W: 

I:WJr: 

W: 

-3-

Yes 

And, perfectly frankly , I haven't di s cussed it 
with the Pre sident in six months . 

Yes - well -

And - you answered your constituent truthfully . 

Yes , all right . Well , that ' s all I wanted 

How' s t hat? 

That ' s all right. 

I mean, I don ' t know when it will come up. But I 
can say that up to twenty minutes past eleven on 
Tuesday, February twenty- third I nave done nothing 
on silver and haven't b een t hinking about it . 

Yes , well of course, Key Pittman and I will fight 
hell out of you if you try to . 

What? 

82 

I s ay , Key Pittman and I will have to scrap hell out 
of you if you seek to do anyt hing of the kind. 

Well, I'll have to go aroupd and see Senator King and 
have him res cue me . 

(Laughs) All right. 

What? 

A11 right. Yes 

Politics make strange bed fellows, you know. 

That ' s right, Henry. 

All right, Burt Now, I - t hat•s the answer and 
I - if I was ever going to do anything -

Yes 

I ' d be aan enough 

Yes 
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IV: 

!:DIJr: 

W: 

IDlJr: 

WI 

m&Jr: 

c 

( 
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- to let Key Pittaan lmow and aak h1Ja to call a 
aeeting and I ' d tell Ilia Just wllat I was goinc to 
do. 

Yes 

See? 

Absolutely 

Bow' s that? 

All right, that ' s !i.ne, Henry, 

0 . 1:. , thank you. 
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TREASURY DEPARTMENT 

WASHINGTON 

February 23, 1937. 

l!EIIORAND!JI! F!)R Till! SF.X:RETARI: 

I receiYed the following telegraa trooa !lanka at Seattle this 

• As a result of coabined evidence of lla.rcotic &lld 
Cuetoas officers world.ng together Portland, LEW ICDI IUEII, 
BORTON LEE, YOOJIG KOW SIIEIC, &lid KIN W indicted Federe.l 
Grand Jury Dine counts tor conspiracy violate narcotic 
laws. Bond f or each twenty-five thousand. BORTON LEE 
under arrest. LEW Kill 'IUEII who was under five t hous&lld 
bond for Grand Jury action can not be found at present 
but expect locate soon. Consider this case very ill­
portent ae LEW Kill l1JEN largest amussler Pacific Coast. • 

\l oTs 
.._) 1-

These are the first illportant indletaeot a obteined as the reaul t 

of our special investigations on tb4 lleat Coast. I u confident tbat 

ot bere w.1U follow. 

GRAVES. 
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Senator Nye 
February 23 , 193? 

. ·. 

~ye telephoned Secretary asking t or appoi ntment to d i scuss 
~ntronage mat~er. 

February 24, 193? 

Nye ce.me in to see Secretary and asked position tor Earle A. 
! atee , one of hi s constituents. 

Februar;t 25, 1937 

Senator Nye'e let~er to Secretary , submitting background of 
Earle A. Bates. t''"l( 

uarch 3 , 193? 

HU,Jr 's telephone conversation with Vice President Garner 
asking his advice about Senator Nye• s request. Garner said 
Nye "aen 't worth anything, but $1200 "is little enough to 
get rid" of aey Senator for 30 days , 

Uaroh 4 , 1937 

HU, J r telephoned Senator !~e and told him he would give Bates 
a 30- day a ;>po1ntment. 

UPr<:h .. . 1937 

Uemo from UcReynolds 1 office t hat Bates went to work in the 
Disbursing Offic e t his morning. 

Ju],y 1, 1937 

Senator Uye telephoned H!!,Jr and asked promoti:m for Eo.rle 
Bates . KU,Jr admit ted slipping up on r etention of Bates 
as his a~pointment was on!y for 30 days . P.U ,Jr ~remised to 
look into matter of ~romotion. 
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Tuesday 
February 23, 1937 
5:28 p .m. 

87 

!UIJr: Gaston to come in . 
Trees . 
Operator : All right . 

T.O.: Go ahead . 

HJAJ r : 
Senator 
Nye: 

IUIJr : 

l~ : 

R»Jr: 

II : 

IUIJr: 

N: 

H!!Jr: 

N: 

1111Jr: 

N: 

I:IL!Jr: 

N: 

HMJr 1 

N: 

BliJr: 

N: 

Hello 
G. P. 

Hello 

Yes 

llr . Secretary 

llorgenthau, right 

Yes , t his is Nye 

Hello 

Vfuat 1 s your - what ' s your convenience in the morning, 
are you going to be at your office? 

Sure -

\'/hat time? 

Now let me see, I 1m all mixed up on my I've 
got - well , I 1 ve got people coming in - from the 
Hill - different people. I'm free at t en- thirty. 

Good I 

Could you give me an inkling of what's on your mind? 

Well , I want to t alk to you a l i ttle bit about that 
matter of foreign ownership of securities.here. 

IJh yes 

And then I ' m going to do something With you that I ' ve 
never done before; I'm going t o bother you about a 
single patronage matter. 

I see. 
It ' s one tb.at I've taken up With others in the depart­

•ent . 

Regraded Uclassified



-2- 88 

BUJr: Oh yes. \'iell,is ten- thir ty all right? 

N: That ' s fine . 

RtiJr: I ' ~l be de~ighted t o -
tl : Thank you a whole lot. 

lii.!Jr: Thank you. 
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FINANCING GROUP February 23, 1937 
4 :00 P. M. 

Present: 

ll . :J.Jr: 

llnas : 

:.lurphy : 

Hans : 

H.U.Jr: 

Haas : 

!.lr . Taylor 
!.lr . Lochhead 
Mr . Bell 
11r • Murpny 
!Jr . Seltzer 
Mr . Opham 
Mr. Haas 
!Ar . Harris 

Well, the only new memorandWI1 I 've got is the one 
that G~orge gave me about fifteen minutes ago. I 
don't know how many copies you've got, Geor ge . 

I t .hink Wayne has a copy, and Cy, and Den bas one . 

I have a r atnur poor carbon that I can donate to 
anyone . 

I have one in my pocket. 

VI ell, t alking in my usual fr-ank manner, the way I 
feel ls this: that a t this particular stage - and 
if anybody disagrees with me, even those Nho didn ' t 
have anything to do with writing t he memorandum, 
see - I don 't feel that March 15 is the time to try 
out a seven-seventeen year or something new. The 
longer I am here the more conserva tive I get. I 
don ' t say that the time isn't coming when we may . 

But the way I f eel - then you fallows can a 11 shoot 
at me, see, all of you - is this : No quest ion that 
this is one of t he - this has been one of t he most 
difficult decisions to make from the standpoint of 
what is the statesmanlike thing to do . And we have 
squeaked along without a ny money up to now. I feel 
we ought to go ahead with the three hundred million 
dollars worth of bills into June 15 and 16 and 17, 
and let them pay them from the War Loan account . I 
don't think I ' ll argue that . There ' s going to be 
some of them for Wa r Loan account. And I think if 
you're going to do 1t from the Vlar Loan account, po 
t hem alL George was arguing doing them half the 
regular way and the other half the War Loan account. 

Just tnose around the fif teenth. 
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Bell: 

!Llol . Jr : 

Bell: 

Haas : 

H. :.! . Jr : 

Bell: 

H. !.I . Jr : 

B11ll: 

H. :.t . Jr: 

Bell : 

H.M. J r: 
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I t hink you ought t o let your money market, your 
income taxes, t ake that up. 

7/ell, when Ke started out '111 th this group of 
tnree hundred million •••• 

What I'd like to do is make the third and the 
tenth payable in cash and then the seventeenth 
and twenty-fourth payable in War Loans . 

That ' s about the same . 

That ' s what he (Baas) said. 

That is when some of your income taxes come in, 
a nd they - they may not come in in tnat period , and 
then you can decide l a ter ~tha t to do . 

You ~ean the f irst one you do on March third would 
be ••• 

Cash . OtherNise you ca ll on the Yla r Loan account 
for money the first ten days or you ' d be putting 
into the W~>r Loan account the issues of Treasury 
bills r.nu dra•,1iog out tho old balances . 

I s ee . .iell, I don 't kno·K hoT Burgess will feel 
on that . .le can ask nim tomorrow whether he wants 
us to do the first one, then decide each one . 

Then, when it comes to what we do with the April, 
again my inclination is to offer them the last 
two and a half tha t .ve offer ed , b ut making them pay 
a premiwn fo r it, see? How much I don• t know. We 
don •t have - I mean I 1 ve never done i t thDt way 
before . I'd like to try it. But that was cer tainly 
well-distributed . That would t ake care of us on 
along unti l the end of Way, wouldn't it? 

Yes , sir . 

And then on t he 15th of June we can take o nice good 
Nod of new money. Tne Feder a l Reserve' s regulation 
will be i nto effect and that will be behind us . 
June ' s always been a good time to f inance. And we 
want t o ge t enough money to l8st us through to 
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Haas : 

B. II .Jr: 

Haas : 

H. II . Jr : 

Haas : 

H.!l. Jr : 

- 3 -

December . I don1 t ltke t o- I'm not very anxtous 
to take new money tn September. hnd then by that 
time the bulk of the legislation will be behind us 
and we ' ll know much better what they're going to 
do about Social Security, whether they're going to 
do anything or whether tt 1 s going to stay the way 
it is. 

And I don't know - I don' t see what' s the matter 
with it . It will fit in all right. I don't want 
to sell them a note because the note market is 
sloppy. I could sell a note if I wanted t o in 
June. 

And that's about the way I feel. Now, it's a 
field day . Anybody can Jump on me. I mean nothing 
has Jelled yet, and won~t be until noon tomorrow. 
But by noon tomorrow I ' m going to make up my mind . 

You have to make up your mind not necessarily on the 
issues . 

Only on the bills . 

Well , I t hink • •. 

0nly on the bills tomorrow. 

Well , I t~ink our shop would l ine up the way you 
want to handle i t. 

The only decision I 1 ve got to make tomorrow i s on 
the bills . I think I ought to make up my mind on 
three thtngs tomorrow. Fi~st, that we are going to 
sell bills . Two, are we or are we not going to 
call the April and pay it off on the 15th of llarch? 
And then I think we also ought to decide whether 
we are or are not going to take any extra cash. 
I think all three of those decisions should be made 
tomorrow. 

Then, as to what - the only thing we don't have to 
decide tomorrow is what kind of a security are we 
going to offer these fellows in exchange for the 
April note. I think we'd help the market a lot 
if on Thursday morning I could scy these three 
things: One, we ere going to sell 300 million 
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Taylor: 
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Br.rris: 

Lochhead : 

Taylor : 

Lochhead : 

H. IA . Jr : 
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dollars wor th of bills. Two, we are goi ng to 
call the April note . Three, we are not going to 
a sk for any more cash. 

Then they ' ve got that - then the market has a 
week to settle down and adjust itsel f to t hat. 
Then the following week we decide wbat we ' re going 
to of fer in exchange . But I do think that by noon 
t omorrow - I think the market - I ' d l ike to give the 
market that extra week, because that brings it 
ar ound t o the followi ng week and "'e ' d have to make 
up our Cl.ind what we 're going t o offer. What? 

Yes, sir . 

Tbat is, if you are calling April bills - I mean 
if you are calling npril notes . 

Yes . I mean there are three things we ought to 
make up our minds on by noon tomorrow: Bills . Will 
we or won' t we call the April notes? Will we or 
won 1 t we ask f or any add! tional ca sh? 

Well , there ' s no disagr eement about the bills, is 
there? 

Anybody disagree on the bills? Harris, you ' re in 
her e . Talk up, don ' t be bashful . 

All rigbt . 

I was going to say I think the bills er e tied in 
w.ith that other pr ogram . I'd bate to see £n £nnounce­
ment of three hundred millions of bills go out unless 
you d i d say what you were going to do . I mean I 
understand th.is is t ied together . 

Yes , but r egardless of wha t the answer to t he others 
may be, I think the three hundred million bills 
maturing in June is tied into all of them, isn ' t it? 

Yes, we .,.gree t hat the bills - I think '"e agr ee 
on the bi lls . 

I think those three things are pretty wel l tied up 
toget her . Those three: Bills . Yes or no on the 
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Burris : 
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B. ll. Jr : 

Taylor : 

H. III . Jr : 

Taylor: 
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April note . Yes or no on additional cash. I think 
that ' s almost u joint decision . 

As I say, you•ve got from now until noon tomorrow. 
But I thought I ' d get my own gang together tonight 
and tell you bow I was f eeling and let you punch 
holes in me . 

The bond market ' s been doing well and i t can improve 
a whole l ot without your being able to do any better 
1n a bond issue in June. It might be worse . 

I m.igbt; say tha t since the meeting last Wednesday 
long bonds have made gains, whereas short bonds have 
been very st;eady; but the Federal Reserve Bank have 
been selling out so~e of their Apr il notes, and in 
replacement capacity - it runs somewher e between 
ten and fifteen millions - they have taken up short 
bonds out of the m<rket, which has helped . Those 
bonds are not flouting in the marke t . Some short 
bonds have been pretty steady in the l ust week. 

They ' ve been selling t he April notes and taking • .•• 

Taking shor t bonds . For a while they were selling 
out some two and a halves and buying l onger bonds, 
but now t hey are selling these April notes and 
buying these shorter bonds . 

Have you (Upham) got anything to contribute? 

No . It seems to me you•ve covered it pretty well. 
I was very much intrigued by this idea of a seven­
seventeen year bond . But of course, bei ng a con­
servative, I wouldn't be in favor of it too much. 

Wayne? 

This morning I didn ' t know about George ' s memor an­
dum, and I was going over Dan' s memorandum of k pril 
8 - I mean of February 8. I came to almos t an 
identical concl usion. 

With •••• 
~ith George . Only I wouldn' t t alk about a seven . 
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I wouldn't talk about nnything longer than a five , 
and I would talk in t erms of all future r efunding, 
in a long term bond with an early ca ll date, every 
time you had a chance to do it. I think t he market 
will t ake it and it is a problem that you have to 
face , b ecause according to Dnn' s figures and accord­
ing t o the other figures here, why, you ' ve got a 
definite shortage , al l other things being equal, 
of ar ound six or seven billion dollars . 

\¥here? 

In what you might be able to take out of the market . 

I meaq over whnt period? 

Over the period indicnted in Dan' s memorandum . 

That ' s about thirteen years . 

What? 

Over a per iod of about thirteen years . 

I mean f rom when to when? 

' 37 to about 1 50, isn' t it? 

olell, this bond I 1 m t&lking about is •••• 

' 49-'54 · • 

'49- '54· That ' s - one yea~ comes in that period . 

But you' ve got these technical shor tages which appear 
first in 1942 , then in 143 . 

Well , I think from a strai ght technical argument 
they a r e on safe g r ound ; they a r e on safe gr ound . 
But I think that too many - I mean i f I Jus t had 
mysel£ to consider - I mean the Tr easury - I ' d 
go full steam ahead . But why take any unnecessar y 
chances with the whole country wa tching this thing? 
And if 1 t goes wrong why should we be the goat? 

I don't think it can go wr ong . 
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Well, certai nly a nother five hundred million thrown 
into 149- 154- that ' s a good period , isn't it? 

Uh-huh. 

Wha t? 

Well , the ' 54 is your limit . 

' 53 . 

Wa s it 1 49- ' 53? 

(Nods yes) 

Throwing another five hundr ed million into ' 49- ' 53 
is throwing i t into the right time, isn't it? 

Yes . 

And that ' s all I ' m proposing to do . What you wont 
me to do i s t hro1v in some more s tuff from 1 42 to 
•so . But ' 49- ' 53 i s a good period to have it. 

One or these days, though, you ' ll have to come 
around to something li.ke this : Tha t i s , you can't 
go on having your maturities, your f irst call dvte, 
tha t far r emoved . 

You can do it this time . 

You can a o it this time , and the question was one 
whether t his isn't a good time to try this other 
one, wnen you a re r aising t hree hundred million 
new money. 

Supposing we don't roise any new money and we are 
taking about on ei ght hundr ed million dollar or 
billion dollar issue in June. Then I'll try some 
of your trick s tuff, see? In June . With a nice 
clean i ssue, billion dol l ers, in June . 

The way to try it i s on the little one . 

What? 

The way to try it is on the little one . 
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No, there 's too much confusion . There ' s too much 
confusion, cross currents . Things have changed. 
I 1 ve never seen the bonds and the notes and the 
things shift - really shift so much as they have 
lately . 

96 

I t's a very nervous market , although the prices 
don' t indi cate it so much . Purchase of one million 
can have a grea t effect on the market . The dealers ' 
portfolios are very low. They don't know wha t to do, 
and they don ' t know whether to take them or sell 
shor t or buy or what. 

or course, the chief reason t heir portfoli os are low 
is it is just before a financing . 

No , it' s been tha t way for some time. 

You fellows - unfortunately I ' ve got to let my sixth 
sense influence me, a nd when I'm nervous I don•t 
want to do anything . I moan unfortunately I ' ve 
been right - I mean it isn' t unfortunately . I ' ve 
developed over three years a sense on this thing, 
see, because I 1 ve had to carry it more or less alone, 
and the records .vill show, going back over the three 
years, time and aga in I 've stood by myself . Now, I 
just don ' t feel comfortable at t his time, I mean. 
What? 

It ' s one of those deci s i ons - whether you do it or 
don't do it, it's a very close thing . 

Now, George , one t hing that you' ve got - and if you 
don't mind , you boys hLve entirely left it out -
and tha t is again we ere in that period where 
commercial i s sues are going v ery slow and the 
shelves of the financial houses handling private 
issues are loaded. In other wor ds, the private 
issues are s ticking . Now, you' ve left that out 
entirely, and you cun •t overlook that, George. 
And the l as t i ssues - how long now on the private 
issues? 

Oh, since tha t r eserve thing they s tarted to go 
down. 

They 're sticking, end whenever that ' s happened I 
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consider th6t a very important danger signal. 

Well , what I was about to s ay, Mr . Secretary, is 
that there is Wayne's argument and so forth for 
doing it : you•ve got a small issue. On the other 
hand, you have t his that you have ment i oned, this 
uncertainty in the market . You have a narrow and 
nervous market . Bu~ nothing will happen much one 
way or another, which way you decide this thing, 
I think . And 11' something should happen in the 
market , there would be a tendency to say, •If the 
i reasury Department had financed regular , that 
might not have happened . " I mean you might have 
that. So the real sa fe ~lEy would be to follow 
your own bunch and be r egul::r a t this time, prob-
ably . 

I 1 ll put it another way . If I f ollow the plan 
that I suggested at the opening , nobody can sny, 
can they, that tha t i sn ' t a sensible way of 
financing? 

No . 

I mean can anybody criticize i t? If I ' d add another 
five hundred million to the two and a halves 149- ' 53 
and sell three hundred million dollars wort h of 
bills, can anybody say that that isn't a sensible 
and sane way of doing it? 

I for one remain intransigent . I think you ' d be 
.open to grave criticism, perhaps not on the basis 
of the financial news of next month, but when the 
r etrospect of your administra tion wa s being cast 
ten years from now. If the continge.nci es which 
were recounted in our memorandum should develop, 
and 1 have no way of ~nowing Whether they will or 
will no t develop , you will be expected to have 
for eseen - everybody is always expected to have 
foreseen what happened. And I can easily imagine, 
if I ma.y be permitted to say so, that the financing 
recounted in retrospect for the next forty years 
will reflect such policy in American finance as 
shortsighted. 

Well, I'm willing to take t hat chance . 
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I hope you•ll pardon my saying ••.. 

I asked you. I 1 m willing to t ake that a s aga inst 
putting out my neck unnecessarily at this time to 
do what I call a trick financing - a trick piece 
of financing . 

It is the mos t orthodox type of financing in the 
world - is thet type of financing. 

Well, I 1 11 make anybody in t hi s room a bet, and 
I 111 give t hem odds of three to one, t ha t there 
won't be a single man in a Government bond bouse­
if you put this up t o him, that he'll say go ahead 
and do it now. 

uouldn't that be true any time you asked aim? 

I don't know . No>Y, I don't know. 

"ell, don't you think, l.!r. Secr etbry • • • 

I mean long t erm, non-callable issues just lock you 
in. 

'flell look, l e t me vsk you, if you were in a private 
banking business a t this time and you had a client 
that needed f ive or ten million dollars, wouldn't 
you· be ap t to say, •Well now, listen, Bill, l et's 
wait until after the first of May . Can't you wait 
for your money?" 

Well, I'd tell him tha t, but I ' d never tie him up 
with a long term non-ca llable i ssue. 

Perfectly true , and if we didn't have anything 
maturing before '49 then I ' d say that is so, but 
how much is coming due between now and '49? 

!lot nearly as much as the requirements . 

Not as much as you need. 

Of course, be can still meet the requirements that 
were set up if be starts to do it 1n June. In June 
is time enough. 
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I think there will be a set of circumstances in 
June which wil l render it inexpedient, a nd there 
will be a set in September, and t here will be a 
set next December . I can 't help but feel t hat 
it is an issue which i t. is just a s good to 1' ace 
now, when we have a small financing . Suppose the 
market starts to recede; we ' ll want t o keep our 
coupon rate fixed and we ' ll want to post pone it 
for another three months . 

Well , t hat's all right . Always that extr a year . 
If we hadn ' t changed the other t ime, it might not 
have gone through . I mean you' ve got a theor e tical 
thing tha t you want to meet ; then we ' ve got a prac­
tice~ one. 

And in this memorandum, you completely over looked 
the fact t ha t the priva te i ssues this time are 
sticking . You don't mention that . 

Vfuat we have called a ttention to is that the 
market doesn ' t consider that a seven-seventeen 
year issue i s di sadvantageous. 

Your two and a halves a re selling a hundr ed one 
and a half Just the same . 

\Yel~, I still say ... You may be right, I may be 
right . I don' t want t o t ake the risk . And I may 
not take it in June ; I don ' t make any commitments . 
But r ight now I wouldn ' t want to come out wi th that 
kind of an issue, and I 'm perfectly willing t o put 
it up t o Burgess tomorrow morning cold, and see 
how he ' d r eact. 

He r eally should have the backgr ound ~f t hat 
memorandUlD . 

But you've got - my heavens , here you• ve got in 
the next seven years - you 1 ve got in the next 
seven years- you•ve got •• • 

About 17 billion . 

How many billion have you - how much have you got 
here? 
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We have callable or ma turing 17 .3 billion. 

How much? 

17 . 3 billion . 

100 

In the next seven years . Well, what are you worry i ng 
about? 

Folks have got a lot of money coming in 1n the 
next seven years . You 1 ve got 14 .8 there . This 
17 . 3 includes all your bills . 

#ell, I asked you to come 1n and advise me, but 
I 1 ve got t o Neigh it. We're having another meeting 
t omorrow . You, Taylor, f avor this seven-seventeen? 

No, I figure fives . 

Five what? 

Five - whatever ma turity you want on the other end . 

Five-ten, five- fifteen, or five-twenty. 

Well , Dan, bow do you f eel about it? 

Seven years is tricky; I think the fives are not so 
tricky . 
1'/e would prefer the five. >?e put in the seven as a 
concession to form . 

Dan? 
Well, I do think the market is a little nervous, 
and every time we start something new, wby, the . 
cry goes up that the bond dealers will disrupt their 
hands . Whether they would or not, I think, is a 
question. But you don ' t have to really decide this 
particular question until the f irst week in Karch. 

True. 
You can decide now t hat you will finance in March. 
Certainl1 on the refunding - what you do with it, 
whether you put it into a five-fifteen or five year 
note, you don ' t have to decide now. You can see 
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Bell : 
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what t he market is the first week of March. It 
may change . 
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What I ' d like to do i s to deci de now, between 
now and tomorrow noon, three things . Le t me ge t 
you on t he record . One , bills . Yes or no? Three 
hundr ed mi llion bills . 

I agree with that . 

All rignt, shall we call the April note March 15? 

Well , I 1 11 go along with you on that. I don' t 
think it makes much difference, but you want 
quarterly financing . 

Yes . 

O.K. , let ' s go along with that . 

Any new money? 

No . 

What? 

No . 
That ' s the three things . That ' s all I want to 
know . That doesn't involve tbe type of financi ng . 

Now, Arc.hie, do you mind being put on the record? 

No, I check entirely with those answers . 

You cbeck. Wayne, do you want to get on the spot? 

I check with those. 

What? 

I check with those . 

Geor ge? 
It ' s all right with me, 1n vi ew of t he discussi on. 
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H.!.! . Jr : Cy? 

Upham: 

H. l.oi .Jr : 

Harris : 

H. !.!. Jr : 

Seltzer : 

H.U. Jr : 

llurphy: 

H. I.I . Jr : 

Bell : 

Bell: 

H.!J . Jr : 

Seltzer: 

llurpny: 

Seltzer: 

Yes indeed . I have a 
no r eason at all, for 
wouldn ' t - I couldn ' t 
comfortably. 

Harris? 

(Nods yes) 

Seltzer? 

very slight preference , f or 
waiting unti~ April, but I 
oven substantiate i t very 

It ' s perfectly possible if you say so. I per sonally 
would prefer r a ising new money in Uarch. You1 ve got 
a nice marke t for it despite the nervousness . 

Murphy? 

I•d prefer to r aise the new money now. 

All right. '//ell, at l east now I know how to go 
into the meeting tomorrow . We'll put it up to t hem 
and see wha t they think, and we won' t say what we 
think; let them t alk first . What? 

All right . 

Let them talk first and we 1 l~ listen. Huh? 

Yes . 

Al l right, gents . 

You know, one thing \Ve don 1 t a ll"lays keep in wind is 
that most corpor ation issues are callable ony time; 
they are call able at a premium . Thirty years issues 
cal l able on any interest payments - 105, 106 . Thi s 
isn't t ricky or out of l ine . I t is the standard 
practice . 

The Los &ngeles Gas and Electric Corporation is 
calling as of April first an issue which i t put 
out last year. In the 40 millions. 

You can scarcely buy a bond that isn't callable 
right off the bat. 
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\'/ell , tha t may have been done l ast year . 

The structura l situation has changed, just as it 
may change in our case . In their case it changed 
once, when the city bought t heir properties; t hey 
then had no further use for the money . 

Well, the only danger I could see for t he Treasury 
is if we sold two or three billion dollars of 
fixed maturity . That, I t hink, would be a dangerous 
thing; I mean coming due on a fixed date, with no 
call provisions . As long as we 've got so much of 
this t hing •. • 

But I think it is important, this point that if you 
don't do it now - I mean on that long call period -
it seems to me imperative t hat you do do it very 
soon . 

All right . That' s all rignt . 

Jus t a question of when. I don ' t think that the 
problem alters a t al l . I don ' t think it i s unor­
t hodox. 

Well , I don ' t say - I didn ' t say that , Ylayne . 
But if I - if we got by t his thing, then I ' d start 
about the first of Yay beginning to talk this thing 
in t be Street, see, and &ive them &bout six weeks to 
get used to the idea , s ee? 

Well, the only place where we disagr ee is I think 
they ' d get used to it in f ifteen seconds, because 
they ' re used t o i t completely in all other issues . 

Yes, but not the uovernments . And I don ' t went to 
do anything new end I'm nervous myself; too many 
uncerta inties around . Until we get by the first 
of May I don ' t think anybody can rush a ticket . 
And whet ' s happened the last two or three weeks 
proves it . I mean the best tbings •Ne bad for 
years, for n couple years, nave been our five year 
notes . You could always count on those. And that ' s 
the softest thing you •ve got now. You could a lways 
figure you could always sell the five year note . 
And right now - is tha t r ight, Harris - it ' s the 
soft est ? 
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Yes, the l ong notes and some of the high coupon 
Treasury bonds are particularly weak - long callable 
period bonds . 

The long callables are? 

Yes. 

Well, I •11 listen tomorrow and see what they got and 
then between eleven and twelve we 1ll try to make up 
our l!l1nd s • 
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~eolotant Di~cto~ of leeeareh and Statlotlce· 
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Slbe7 G. !lekto11. l OS 
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TO Seo~•ta%7 ~11tbau 

llro Baa~4' ··-
SUbJeot r Jl~~a~~oillg Oor~o1derat1olla 

I . 'l!le Seoretaq1a llil-

Tbere baa rarel;y, if eYer, been a tl.me 111 the biatoey of the 

!reaeu.ey wbe11 the choice of proper ,.,.turltlea for ,... end nt'undi~~e 

hwea of oeaur1t1ea presented eo difficult a problem ae it doea at 

tbia mo=ent . 

Deepite the recent decline , ~ket con41tiono are excee41at;l7 

fawrable for ~ length of ~~aturlt;y that might ree.soDAbl:r be eontem­

platecl. 'fe e111 oell a ~;year note eal'!'71ng a 1-J/8 percent coupo11, 

or , at wo~t . a lt percent coupon; a 17-;yee.r bo11d 'll'ith a 2l perce~~t 
coupon: or a 2~year bond with a 2i pe~cent coupon. 

~ Secretary of the Treanr;y, bleat 'll'ith well hi«hl7 faYOrable 

oon41t1ona for obor t-, me41UJD-, Md long-term t1nenoiat; 0 would or41D&:r­

il;r ooUJlt b1aaelt luolq indeed. Be would coWlt biaaelt parUcularl;y 

lucky, if, ae 1n :your ease, these ""U- nlgh perfect -.rtcet oon41Uone 

exieted at a tlme wbe11 he faced the neceaoit;y of formulating a program 

for the refi~~&nolng (and partial retirement) , during the next 5 :reara, 

of eome $1).4 b1111ona of ll&turltlea. 

Yet the Seor eta%7 r eall;y taoea a 411-. ~ the dlotetea of 

orthodox fineneo urge that be take adY&Utage of the p r ooent exceptional 

opportuni t;y to rotulld the 'bulle of the exhting obort-term indebtedne11 

e ,a 10011 aa poulble into bonda of Mdlum or lo~~t; ,.,.tur1 tlea. ~t the 

•- tille , BYen a eeoual exe~~1D&t1on of the pro'bahle rednctiono in the 

publicly held hderel debt to be &eeOIIPll abed l!urillg the next 7 :rear• 

throueh the tulldo !lade aY&ilable b7 the llinld.ng J'Und, the Old-A«e 

l!eeerYe ~COUJlt , the Un-,plo:y.ent !ruat l'Wld, and other GoYal'lllleftt 

truet tullda, olearl;y in41eatea that be cannot follow this path - tbet 

be wat M1Dta1n a yeey large YOl\11118 of ahort-term or eellable obl,ig ... 

tlono. 

!be llcr etaeyt a 411- 1o no lese real .. rely becan .. the eatl­

utea 'baeed upon exlatlat; atetuteo appear to gin b1a uple -.rrant 

tor dlar....,U.q the no~ dictate• of prudent tinanco and for adopt­

l'Dg, therefor e , a procnm confined alllloet exoluahel;y to obort-tenr 
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oecurH1ea. !heee eotiu.teo u;r be conaenat1Tel7 me.4e and. 7et he 

aubJeot to dr&atic alteration b7 ...,. d.eYelop•ente. Conelder, for 

axaopla , the enormouo error ~t would haYe been inYolTed in an eati­

mat e made in 1928 of the fUture eouree of the public debt. 1lbo could. 

haYe foreeeen the length and MYerH7 of the recent dA!preuionT 

The Seoreta.r;r 11 part1ou4rl,- bound at the preeent ti.•a to pro­

tee t the Treaeuey ~net t he potential dangero of an undne concen­

t ration of naar-tera •turl. tiee beeeuae, 1n ad.d1 tion to the fact that 

the fUture h al'lr8,1W uncer tain, MYeral apeoific contingenclee C&Jlllot 

be ienored, !l!heee inolude1 (a) 'l'he poeaibilit7 ~t the Social 

Seeur1t,- Act will be declared unccneti tutional; (b) t hat it will be 

placed on a P&T-aa-:rou-t:o baaie, or the reeerYe acCWIUl&Uone rel!uced 

b;r an increeee in the bellAifih, a rednction in the tax rateo, or both, 

BJld (c) that tho oountr,- mAT e:x;periance another maJor d.epreeeion or a 

war within the next fin to ten 7eare. Should ,... face either a war 

or a maJor d.epreeaion 1n the next fbe to ten ,-ears, for ax&liG'le, the 

unfortunate conaeqo.encu of a refinanciag of the present debt in ehor~ 

term aecur1t1eo need no elaborati on. 

It 1a clear, then, tbat the Secretary eeDJlot pruden~l.T arrange 

hie debt oehedule eolel.T on the bedo of the ant1c1peted reoeip to b-oa 

tl"llat tunde encl. the like; and ~t he cannot, on the other bend, db­

regard the obligation to arrange hie 1111.tur1 tiea ao that they will 

confora to the p robable requi r ements of erlet1ng laY. 

II . Koeting the Dilemma 

'l'here h onl.T on.e aethod. of financing ~t can p rorlde a eo!IPlete 

answer to thla au-. 'l'hh method 1a to retlnanee a large part of 

the axieting near-term indebtedneea b;r medium- or lon«-term bond 

1aaueo callable after 5 to 7 ;reara. 8uch hl\ltla alone would both !Ull.T 

oeet the I>O,...oeheduled requir.aento of our trnet and e1nii:1Dc tu.nd.l and, 

a t the eame time, meet the dlotatea of pl"lldent finance. 

&leh iuuee are eo clearl.T eeaential to a sound. progrM of nnan­

cing at this ti.Jie aa t o JustifY, 1f neceaa&r7, the p61JM11t of a hi&her 

rate of intereot thereon than would. be needed for iuueo with shorter 

maturitiea or rlth 110re deferred and leu extended. oall periods. To 

be oonorete , the intereeto of the !raaeur;r would be bettar oernd. in 

the refinancing of the next f.,. ;reere b7 2i percan~ 25-7ear bond.l that 

are callable aft er !be ,._.., , or b7 2t percent or ollghtl.T higher 

7-17 :rear iuueo, Ulan b7 2t percent 13-17 ;rear ieiiUu, or b7 1! par­

cent 5-7eer noteo. 

l OS 
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But , in the p reaent ll&t'ket , 1 t would not be nece••&r7 to add e»;r­

tbiog to the coupon ra.te i n order t o oell hou.ea or the character now 

needed; Md this tact only adda further force, 1t such were needed, to 

the adT&ntecea or the t1P& or losuea Juot deecribed. 
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fe have bad little experience witb low-coupon hsuee baTiOo?: ee.rl;y 

and extended oa.ll periode. I t 1e to be noted, however, tb&t tile cou­

pon rate or our 2-}1• or 1949-53 1a 10 low tb&t it proTide a no reaeon.­

nble neeurance to the inveator tb&t tbia hsue will be ealled tor 

ref'unding at the end of 13 :rears: &nd, hence , tbia iasue ebould be 

regarded ae a 17- :ree.r bond. lb&n it ... waeated le.at December t hat 

tho tirat call date or tbia hsue be -.de at the end or ten :reara i n.­

etead or at t he end or 13 years , the only objection raiaed waa that it 

would lll!.k:e the iaeue too ri(lh. r e have bad no reason to cbllllge our 

opinion that this objection bad no real aerit whatever. f e are 

inclined to believe, aoreonr, tb&t tbe market in the fUture will place 

more weight upon tbe final JOD.turity dete, eo contrasted witb the firat 

call date , tban it heo in recent :rear e . 

We believe, therefore , that a 2, percent 7-17 ;year ieoue ahould 

be given very eerioue consideration &a one of the major •ebi ele a for 

our fo.ture tinanei~~g; and, it our lollo!:eat-tel"ll bonde contiaue to t.. 

prove in the ~~&rket relathe to our ebort- and mediwo-tel'll secur1tiee, 

that very serious conei deration be gi van later to & 25-:rear matur1t;y 

with a call period beginniOo?: 5 to 7 yearo after tbe dete of the iaaue. 

I II . A!laweri!!l!: tbe Obj8(1tione 

There are three objections that will probebl;y be rahed to a 

propoeal tor a 7- 17 year 2t percent losue. These are, first, thet 1t 

would conati tute a atep backward in maturity from our 13-17 :rear offer­

i ng or last December: eecond, that the 7- :r.ar call dat e will cake the 

hsue too rich; and, third, t hat tbe extended eal1 period will alee the 

issue too difficult to p rice. •Bone of tbeee objeot iona , 1n our opinion, 

b&a any substantial urit . 

The first two objection• haYe no logical b&eie and, hell the 

stancl;loint of the Treasury, no merit ..W.tenr. We would be gett10o?: 

17- :rear aone;y at 2! percent , just ae we did laet Deceobor, and the 

in•estor would be cettl!J6 a 17- :ree.r bond, Juet aa he did laat Deo ... b&r. 

The onl;y difference 11 that tbe 'fra&SUlT 110uld be pttiOo?: the add1 tional 

option to ee.U the bond 6 ;years earlier. '1'h1• 11 110rtll not~ to tba 

inTeator and 1a worth aucb to the 'fr8&8UIT• !be outatand1"6 2~' • are 

ealllOo?: a t 101-17/32• The propo11d h iNI ohould locicall:r sell on a 

eomewbat hlgber ;yield be.eh, but aa:r , 1t tbe banker o are correct, cOID­

.....,d a oli«bU:r lower ;yield b ... h . I n either e• ent, tbs 'freaSUlT 110uld 

be cett1Dg what it needed at lll1n1ea coat . 
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!he fear that en eorl7 call date will ..0 an ietrUe eell too h1cJ> 

really ariaea out of the fact that a011t of our outstanding iasueo with 

earlT call dateo have been high-coupon iuuea. ln theoe oaaeo . the 

aarl<et baa acted rational1T 1D aaawdng that the 1'reaourT would call 

auch i .. u ea for redeaptlon at the call date or ooon thereafter rather 

tball c!.efer r edeaption to final maturity. I n the case of lo,...ooupon 

haueo , there h no logical bash upon which the urket cen maJao a 

higher evaluation of 1'reaau17 bondo with e&rlT call dateo tban of other 

Treaau17 bondo of simi lar final ~~&turit;r but r emoter call dateo . If, 

b7 reason of habit , the mrlcet DeTer thel.uo cont1Duea for a time to 

place a opecial p r tllli= upon earl7 call datea, the !rea8U1'7 ahould talce 

full ad't'8.lltage of it. 

!he third obJection - that the extended call period lli&ht make 

the iuuo difficult to price - dcea not withatend ana1Ta1a. If the 

iaeue be regarded in the market ae lilcel;r to haTe en otfoctiTe lllll.tur­

ity of eoDewhore between 13 and 17 ;yeare (which 1e the onl7 eafe 

aasuq>tion for the 1DTeator), 1t ahould aall on aubatent1a11T the aeae 

basis aa the outotending 2!'•· I f the market ohould regarc!. ito prob­

able attectin maturit;y •• oomewhat lo11 than 13 to 17 ;yeare, it might 

oall on a ocnewhat lower 11eld baoh. But the abort period to the 

earlleot call date narron the ranee of probable priceo n17 aha.zpl7, 

and thereby make a pricing much more certain than it esn be in the case 

ot iiiUeo with remoter call datea . This 1a true becau.oe the ll&l'lcet 

ltllSt allow for abaorbing the entire preniwe during the non-callable 

period. The narrow range of p riceo for t he p ropooed iloue on variouo 

;yield b&aos 11 ahown belowa 

I f the issue oold on a 2.2~ ylald ba.ah, ita price would be 101- 20/32 

• • • I I I 2.3~ I I I I I I 101-9/32 

• I I I I I 2.~ I I I I I I lQ0-31~2 

• • • • I I 2. ~ I I I I I I l()()..2lg2 

I • • I •• 2.~ I • • • • I loo-10 32 
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!he outaten•'nc 2i•• are ealling on a 2. 36 per cent yiald bada. 

If, D&Terthelue, it were feared that the propoaed 7- 17 Je&r 2ft e would 

oell on a 2 . 25 percent ;yield hash, and that the premium of l-20/32 

pointe would be too creat , it would on1;y be neceoear:r to mon the oarU­

elt call date forward by enothar Je&r or two. If the houe wre for 

6-17 ;rears, the price would be 101- 13/32 on a 2. 25 ,Pere..,t yield bade , 

101-4/32 on a 2 . 30 percent yiald baeia, and lQ0-27/32 on a 2.35 percent 

yield bade. ..L 5-17 ,..... houe would sell at 101-6/32 on a 2, 25 perollllt 

11ald baala, at loo-30/32 on a 2 .30 percent ytald baah, and at 1~3/32 

on a 2 .35 pe.roent yield baah. · 

In ci ttnc probable price a baaed vpon a yield baeia of 2 .25 per­

cant or thera&bouta, we bJ 110 ....,, intend to I.Jq>ly that the propoaecl. 

iaoue could be aatelJ regarc!.ad by at ther tho Traaoury or inYeeto n aa 

entitled to aall on auoh a yiald bash 1n the pra111Dt ll&rket . j. bond 
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carryill& ouch a low oou:>on com be oonaerT&tl nl.y .....U.•te4 'b7 tbe 
innator onl:r on the b&ah of i te final maturlt:y, OD th1a belie, the 

p l'el:liun in the p resent -.rlcet would be &b011t one point, ~ Jt percent 

J'J\!C bonds of 1944-64 are now 7-27 :rear honda, The:r are aeWng on a 

2 .37 percent b&a1e . I n th1e e&ae , the relat1nl7 h1gh, but not &beo­

lutel:r Jd&h, coupon o!tere a !&1r chance thet the iaoue w111 be calhd 

tor redemption wll ln &d't&llce ot 27 yeare . !n excellent illuetrat1on 

ot the tact thet the aarlcet, even with 1 ta preeent pred1lect1one, doee 

not t&nore final a&turlt7 datee, h ginn b:y the eomparathe ;r1elda of 

two BDLC heuee. !he li percent BDLC hondo ot 1939 are eell1ng to 

;yield 1.1) percent . The 2i percent BDLC bonde thet are e&llable onl:r 

ho montba &tter t hat 1uue, but do not t1nall)' mature until 1949, &ra 

eelllng to ;yield l , !)S' percent. I n thie caae, morecnr, the ~~~&rket• a 

1nt etpretation of the probable atrecthe caturl t:r 1e undoubte417 i .,.. 

nuanced by the gen.eral opinion that BDLC collections will be aut!i­

c ient to permit a rede~tion of the iaeue well 1n advance ot !1nal 

lll&turl ty. 

The Jederal Land B&nlc 4 •e ot 1944-46 are oelllnt on a 2. 36 percent 

bub. 'Pbe J'edaral Land ll&nk Jt' 1 ot 1945-55 are callable onl)' ten 

months later t~ the 4•e, but, ae noted, their tiDal II!Aturit:r date 11 

Dine ,-ears later , and the7 are eell1ng to ;r1eld 2 , 72 percent , 

It ~aara reaeonabl)' cert&1n, therefore, thet a 7-17 Te&r 2i per­

cent bond will not be priced 'b7 the ~~~&rlcet on a ;yield bede appropr iate 

!or a 7- :rear .aturit:y, 

Iy, Jatimated l!!ductione in Privately Held Public I!e'bt 
to be made Pouible Durilll: tbe next Seven Teare 
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In an att8JI1)t to prcrlda a ueatul meaaure of the &liOunh of funds 

to be l!l&da av&1l&ble clurint; the next 7 yaare tor rednctiona 1n the prl­

vatel)' held public debt , ..., have added to the current eeti-tee !or the 

Sinlc1ng J'U.Dd and Olci-.A«e l!!eerve Account nr:r coneervathe eatlmatea of . 

a441 tlonel funde to be provided by t he 1J11eJilPloymant Truat J'U.Dd, t he 

Civil Service and aimilar r etlraant funde , and the eale ot Ul\1 tad 

Statu Barlnt;a Bonde. J'roa theee aourcea &lone, if the eathaatea are 

realized, a total ot $14. 1! billiona will becoM av&1l&ble tor ouch 

public debt rednctiona 'b7 tha and of the !iao&l year 1944. !he ~ 
fll'h amount of the prhat aly held debt, callable or maturing 1n th1a 

period, 1a onl)' $17 , ) billione. I f , !rom th1a figure, we subt ract 

$lt billiona of !reaaur)' b1lle that we ah&ll pra.,.,ably w1ah to ain­

tain baeauea of their low ratea, thei r nextbla .aturitiaa, and tbeir 

creat ?&lue to the banlrlag ~t•, the net axceaa ot privatel)' held 

debt callable or mturiag i n the next 7 7e&ra over the aaounta .ada 

&v&1lable tor reduction 1a leu th&n $1 billion. 
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SecretarJ »orcea~ - 2/23/37 - 6 

It ehould be 110 te4, 110reonr, tbat " b&Ye M4e 110 allo-• ill 
the eotl.at .. ot 1'aado tor debt re4Dctloll tor ~ llv.d«•t&rJ IUJl)lueo, 
aJid the .. _. well be ..abotau~. with ClUJ' preaeat t&J: atr.aoture, 
•or b&Ye " M4e u:t .u-- tor tba poaaible ue ot ~ portioll ot 
our gold profit aor tor a taller -tarJ ue of our ailnr blallloa, 
Our eett.atea ot the ac.....,letloaa ot tba ~~t !'rutot J'lul4 ..,.., 
ia the opWoa ot ClUJ' AG~, at a be4rook a1a1-. !beae taotora 
will probabl.T tar 110re thea othet ~ ill-111 ill the prbat&lT bal d 
public debt tbat -.;r OOCIIJ' thia 7MZ &lld llext aa • reault ot lnulc•t&rJ 
detlcita. 

'l'he tollowillf: table ahowa the eaUeated 1'ullU ll1'111able tor 
reductiolll ill the prhatel.T bald public debt tor the fiacal 7ear1 
1938 to 19ll4, lncluin, llldhiclDall7 &lld CIIIIIJl&th&lTt &lld tba 
aao111lh of prhatel7 held publlo debt MCIIJ'ltlea •turillg or oallable 
ill theae 781lrll 

1! 0 
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liatlJo&ted InYeatJoent llequirecenta ot tho '1'rOIL8\U7 
B7 J'hc&l Teare 

(In odUiona ot clo1lara) 

I I I I Total~ : 
I 1938 I 1939 19~ I 1941 I 1942 I 1943 1944 I 88'YfUl 

llllklae J'all4 11()4 859 874 639 655 672 1,~t Ol&.Ace baern .t.coouat ~ 555 709 862 871 1,001 

~~t !rut J'UJI4 !l ~ 2~ 2~ ~ 2~ ~ ~ bU-t J\ul4a y 
~ Jllopood t IDftftiiCe Oozporatioa 30 30 30 30 30 30 30 
lal• ot 'Old ted ltatu larlnca :Boll4a~ 250 250 250 250 250 250 250 
llhoell•n-. IBYeat-t .A.coo.mh 4 
V•• ot cold u.4 allnr tor debt 

retl..-t 
Vee of proaant .,rld.ag ~co t or 

a.bt retl~ant 
Vee ot ut 'bv.4c•t&r7 INIPlnaU tor debt 

retl..-t 

!It tel I.Jinate.t requ1 ~anh 1,Sll6 1,989 2,158 2, 076 2,101 2 ,2118 2,JS8 

0 lethe total iaYutaent requireaenh 1 ,Sll6 3 .835 5.993 8 ,o69 10,170 12,418 14,806 

PrhatalT bald pu'bUo debt Mcuritiu 
beoolli~~C au or oalleblo 5./ §.14,908 2, 812 2,957 2,420 1,001 425 2, 733 

Oalllllatln total prhatelT held publio 
ubt MOUrl tlu b..,.,.UC au or 

1 10 6 1 14 14 1 2 
.. t a441 tloaa to \be J'UJI4; attar 1938 thh al.lo..,.,ce ea>UIIh to olll;r -third of ncei,p\a, 

!/. Ooa~let" 110 obelll• 1a pre-t len, 
II .. , alAe- al.lon tor Rbatu.tW '1'01- of reUI!ptlona. 
!/ •u.ate4 to otteet w.ch otber. 
SJ ~ ...... pUUo dell\ aeouritioe held l>;r OoTert~~~•t -ceDCl .. u.4 truat t\m4a, 

§/ IMln••• -wrUhe 1a fl.-1 :reer 1937• 

4, l92 
5. 62 
2, on 

315 
210 

1, 750 

14,806 

Regraded Uclassified



Secretary Yorgenthau - 2/23/37 - S 

I• t-ed1ate l1nencl!J& 

1. In order to p ronde aid-.TWU~ bUl •turHloe t o • derate 
the otreln on the money markets incident to income-tax paymente ot 
that time, $50 aillione of additional billt of ouch maturity ~ be 
1aeued on oeeh of the oh: l edneedaye becJ.nnlng '11'1 th llarch 3, or '11'1 th 
llorch 10 , '11'1 t .h payment allo•ble by ~-loan d.epooi ta for the houee 
of l!.orch 10 , 17, and 24. .t.t the end of April and J£e.y, th& f~ouey 
balallceo, '11'1 th no othor !inencing. would oppro:daote $So4 ailllono 
end $539 ailllons, reopecthely. 

2. Ire could, on thlo beeie, raise no other """ money until 
Jllne 15 , merely ref'undl~~& tho April 15 note maturity in oither lle.reh 
or April; and rahe $500 millions of new money in June . 

3• J.nothor, and in oome reepecte ouperlor, pceo1b11Hy would 
be , in addition to the offering or aid-JUne bill eaturittee, to relae 
$300 aillions of ne11 .one;r on llarch 15 1n conJunctto.n '11'1 th the ref'und­
lll& of the April noteo. An7 further new 110ne:r that Jli&ht be Deeded 
1n June could then be prortded either by .....,, or $200 l:lilliono of 
a dditional bill iasuee for mid-September or aid-December maturity , or 
by & further offerl!lll in Jllne or the oame bond iosue offered in lle.reh. 

lhile aomethl~ miaht be eeld for confining the l!arch 15 finan­
Ci!lll to ref'und11lj: in order to keep the Mrket hwlgr;r, two con traey 
coneiderat1ona , 1n our opinion , are liOre l.lu>ortant . In tho flrot 
p lace, the market upech eoae new flnenclllc• fhe holdingo of 
dealort hen been eherply reduced. Ao a rule, 1t 1a better to •et 
the urket ' • upectetlone beceuoe theee upectat1ona h&n th•eelne 
prepared the way. And $300 alllione or new !iDODC1ng would be ret;r.rded 
by t he ll&!'ket aa only & repl&cement of the mid-March bill moturi ty 
rr.ther than aa new money. 

IYen aore ilrport&nt , howenr. 1a the conoiderat1on that we ~ 
the preeent level of 1ntereet rateo, whereat we ~t know wll&t they 
'11'111 be three aonthe hence. l e know, further, that tho p reoent retee 
r.re d1tt1nctly favorable !or & bond financing; and a nry conoideral>lo 
~roveaant in the l!IIU'ket could take p lace 'll'ithout peraltttnc ue to do 
any better 1n June r.e reepech coupon rata or -turity then we caD do 
ln lle.reh. And 1t 1a not lapooelble that the aherp decline in the :Sri t­
ioh bond market ~, it continued, f i nd & more pronounced o~athetic 
reepoDao in our market thaD it h&e eo far. 

4. fho e&ee of raiollll: only $300 ailliono of n.,. money in con­
J1D1Ctlon w1 th the note retwldlllc oD lle.rch 15 aM. uaetly to the 
attractinneoo of thle alternr.Un. In our opiDion, thle would be 
an excellent tU.. to otter tho 7- 17 ye&r 2; percent bonde prenouely 
d1ocuooed 1n thlo at'IIOr&ndull. 
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S.Cret&rT Votw.,.tbau - 2/23/37 - 9 

I f U wre d .. lre4 to she full latttwl.e to tbe preeeat bolure 
of tbe -turlJtc DOha, 11. 5-JUI' J,-3/8 peroeat DOh coul4 be offere4 
for retaD4illc oaq, .U. the bo14ere sl.,.., the option of prefereaUal 
llllbecrlptlou to the n.., bon4e. IIUle a 1-3/8 peroot 5-JUI' 110h 

Jll.&bt han - 4lfflcult7 1f offere4 for new ouh, it eboul4 ban 
lltUe 4U'floult7 lf conflnecl to aroherp eubeorlptlou: altho1ash it 
llli«ht be 4edrable to offar the 80Jlthle O'YerapplJls llltareet betfteD 
lle.rch 15 and jprll 15 on .,.ch aroh8Jlt.n - the llltu .. t oTarltip 'bellls 
equlftl ... t to 8/32 of a point, :ltren with the oTerltlp of intareet 
allowe4 on exohazlsee 11lto tbe new DOt .. , ibere h eYel'J pro'balllllt7 
that the 'bulk of the -tur1Jl8 notee would be telldere4 for the """ 
bon4e. 
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Secretary of State, 

Washington. 

92, February 231 7 p. m. 

GRAY 

London 

Dated February 23, 1937 

Rec'd 3:30 p . m. 

!"0·1 TREA:..U'RY FROM BUTT'".lt'~CRTH . 

:~RICTLY OOl!?IDENl'IAL . Inasmuch as there have 

r ecently been rumors in the city regarding possible action 

by the British authorities to hinder flow of funds to the 

United States , I made inquirleD at the British Tre~su~y 

today an~ was ! ,formed in confidence that the Foreign 

Transactio~• Advisory Committee (the formation of which 

was reported 1n my 192, April 8 1 1936) with the Chancellor 

of the ixchequer's approval, baa informed the Association 

of Investment Trusts that in cases where proposals by 

trusts for new laauee come before the commi ttee, the 

committee will (a) when the p1•ooortion of existing fore i gn 

holdings of a particular tru3t i a unusually high ask the 

trust to reduce that proportion 89 occasion serves in the 

co~se of business , (b) ask trusta to confine future 

investment abroad t o the minimum necessary to the conduct 

of the buainc aa of the trust in accor dance wi th the 

ordinar)' 
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LUS 2-J'•o , 92, February 2~, 7 P• m., from London. 

ordinary practice of investment truata . 

In thta connection the British Treasury stated that 

they falt that to the e~tent that these measures put the 

bl'&ke on investments in the United States they will be 

1n accordance with the general policy or the American 

authorit i es . 

..-1C .I<L? 

ATHF.RTOP 

_ ... , ... , --. .... .. 
t~JI&IF.<1JO '11\1'\lltf 

~ · H ,.n.J 
~~ ..... ---~ 
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February 2~. 1937 

I l et t he Pres ident read th1s and asked him what 
to do and he said to get a report tram London on what 
reallY happened and to make no comment until I had heard 
directly from London. 
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f - t=~ ~STATEMENT ON INVESTMENTS 
\l ·.f l­

I N U S 

LONDON - THE PRESS ASSOC IATION ISSUED A 

STA~NT MONDAY NI GHT THAT THE BR ITISH 

TREASURY HAD RECENTLY REQUESTED INSURANCE AND 

INVESTMENT TRUST COMPANIES NOT TO MAKE ANY 

FURTHER INVESTMENTS I N THE UNITED STATES 

LEADING BROKERS HOWEV ER ARE INCLINED TO 

THE VIEW THAT THERE I S NOTHING PARTICULARLY 

NEW IN THIS STATEMENT AS THE TREAS URY-S POLICY 

FOR MANY MONTHS HAS BEEN TO DISCOURAGE OVER­

INVESTMENT IN UNITED STATES SECURITI ES AS 

INSTANCED BY TREASURY REFUSAL LAST MAY TO 

ALLOW THE FORMAT I ON OF A F IXED TRUST CONFINED 

TO DOLLAR SECURITIES AND ALSO THE BAN ON LIST­

ING OF ANY NEW AMERICAN SECURITIES ON THE 

STOCK EXCHANGE 

IF THE TREASURY HAS GIV EN FURTHER DISCOUR­

AGEMENT IT IS PROBABLY ONLY A REMINDER OF ITS 

GE NERAL POLICY AND I S AIMED MORE AT CAPITAL 

APPRECIATION F UNDS OF INSURANCE AND TRUST 

COMP AN IES AND NOT AT INV ESTMENT FOR I NCOME -

THE TREASURY POLICY ORIGINALLY WAS AIMED AT 

PROTECT ION OF STERLING AND POSSIBLY IS NOW 

COOPERATING TO SOME EXTENT WI TH PRES IDENT 

ROOSEVELT-S CAMPAIGN AGAI NST -HOT MONEY- -

IN ANY EVENT NO SUGGEST IUN HAS BEEN MADE 

THAT BRITISH INVESTORS SHOULD REALIZE ON ANY 

AMERICAN SECURITI ES NOR AR E TH EY DISCOURAGED 

FR OM TAKING UP AD DITIONAL STOCK ACCRUING FROM 

STOCK BONUSES - NOR HAS ANY PRESS URE BEE N 

PUT UPON PR IVATE INVESTORS TO DI SCOUR AGE TH EM 

FROM BUYING UNIT ED STATES SECURITIES 

IN ANY CASE THE STATEMENT HAS PASSED WITH­

OUT MUCH COMMENT HERE AND WITHOUT EFFECT ON THE 

AMERICAN SECURITY ~ARKET 

-o-
fEB 23 1937 
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TREASURY GROUP ON !tESTRICTIOll OF 
FOREI GN CAPITAL INFLOW 

February 23, 1937 
3 :10 P. ll . 

Present : 

Magi ll : 

Mr. llagill 
Mr. Oliphant 
Mr . Seltzer . 
/dr . Kent 
!Ar . Upper 
Mr . Taylor 
Mr . Haas 
!Ar . Zucker 
Mr . White 
Mr . Lusk (Bur . of Int. Rev.) 

~ have been s peculating upon the possibility of 
either a transfer tax on non-resident aliens -
on transfers of securities, or the possibility of 
some kind of a t ax on capital gains . 

\Ybat we had in mind was that, since we have a little 
breathing spell at the moment, we ought to do some 
affirmative work of our own to see whether it is 
r eally possible to work out either one of these 
taxes, r a ther t han consi der that there a re insuper­
able difficulties to proposals made by other people . 

Well, this particular - we discussed all of these 
several propositions at some length the other day, 
and the boys have been working particularly on the 
proposal for a transfer t ax as affecting securities . 
The background of that, as I understand it, is t his: 
that a tax upon t he transfer of stocks, let's say, 
either to or from an alien, could be imposed at such 
a rate as not to deter t he investor but to deter 
completely the specula tor. · 

tie have had proposals in the shop, for example, for 
the same kind of a t ax with respect to our own 
citizens on the transfer of securities. That is, 
it has been suggested by Mr . Pell, who, as you may 
or may not know, wrote us a letter, that if a tax 
wa s imposed a t one percent, which I understand is 
the r ate the British do employ, on the value of 
securities, t hat it would prevent the in- and-out 
trader from engaging in his activities but would not 
prevent an investor from buying. 
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\'/ell , this proposal we have here is of the so.me 
character, except simply as applied to non-resi dent 
a liens; t ha t if you s el l s took through a broker to 
a non-resi dent alien, or i f the non- resident al i en 
sells stock through a broker to you, in e ither case 
a t r ansfer t ax shall be imposed , probably, as i t ' s 
been outlined here in rough form, at some such rate 
as one percent, with a further provision similar to 
that we discussed before for a series of standar ds 
on the basis of which the Presi dent might increase 
the r ate somewhat . 

Now, you notice what we have in mind there is to 
meet one of the points that 1s been made with respect 
to this foreign money; that if an emergency should 
arise and foreigners should start dumping t heir 
securities in our markets, this kind of a device 
would enable the President t o put something of a 
br ake on that . And it would also psychologically 
ac t as a good deal of a brake if the alien knew 
that at any time a n emergency came the President 
could s lap on a heavy tax on the transfer of 
securities from a liens to Americans . 

Well then, the other problem that we have mainly 
consider ed bas been whether or not this kind of a 
proposal could be ca rried out, in view of the f ac t 
that it would not affect transactions on foreign 
markets . '.'lell, the men who have been working on it 
have, as I understand it, two answers . First, that 
the t ax could be so framed that if an American sold 
securities on the Uontreal market to a Canadian or 
Britisher, the tax would still apply, the American 
would be liable for the tax, and that penalties can 
be imposed severe enough so there isn' t very much 
danger of evasion in tha t particular phase. Now, 
obviously , transactions between Canadi ans on the 
Montr eal market wi ll not be affected at all . Those 
can go on . But it is further true that from those 
transactions there is no flow of money to this coun­
try , so tha t the fact tha t those transfers exis t 
aoesn •t particularly bother us . 

Bence, with t hat background - I don ' t know whether -
it isn't very well organized - the conclusions t ha t 
t he e conomic and legal s t affs have come to, as I 
understand it, are these: Fi rst , that to attempt 
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to increase the withholding rate and then to 
provide for ad jus tments for non-resi dent aliens 

120 

who have held securities for a long time - that 
that is administratively hignly impractical; that 
it can be done but it is shrouded with a great deal 
of difficulty . 

That's the one according to the length of time? 

Tha t ' s right. Arrange a lower rate in the event 
the alien had held the security for a long time. 

That, you recall , was what the President asked us 
to do more work on. The answer to that is no. 

You' ll have to give him a pretty good r eason, expla in 
it. As a ma tter of f act, I'd have a pretty tech­
nically correct brief on it, because he 's got 1t 
in his mind. I think we ought to give him a work­
manlike paper r a ther than an inter-office memorandum . 
I think we ought to have a workmanlike document in 
case he shows it around anywhere - "Why, this is 
the r eason," arid somebody else v:on 1 t come along and 
say, "\'I ell, they haven ' t covered the field." So 
take that position and be awfully sure. I would 
put it up in a l egal, workmanlike manner . I mean 
I ' d take plenty of time on i t. 

Then the second proposition is that, r ather than do 
that or attempt to do t hat, it would be much better 
to have a transfer t ax of the sort that I have out­
lined here . 

Well , that's a new one , isn't it? 

Yes. 

That would go both ways. That would be the alien 
selling to t he American - be one percent, or the 
American selling to the alien, that would be another 
one percent. Is that right? 

:tes 

Yes . 

This group, this study group that's been working for 
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two or three months, have worked on three possi­
bilities: t he possibility of this transfer tax; 
the possibility of o tax on the income - tho t' s 
the withholding t ax; ond the possibility of the 
capital gains tax. Now, the possibility of 
capital gains tax drops out on the basis of what 
you s aid the other day to this group. And then, 
when you take t his withholding t ax and try to work 
in the exception for the Scottish insurance compan­
i es that the Pr esi dent wants, i t becomes much more 
complicated and undesirable than the transfer tax, 
good or bad a s the transfer tax is . The withholding 
tax, the one .e took over t here the other day- if 
you put in the exemption t ha t he wants for the 
Scottish i nsurance companies, it is much worse 
from an adminis tra tive standpoint. 

Vo I understand you are recommending the two taxes, 
the transfer tax and the withholding tax? 

The present recommendation of these men - and both 
Mr . Oliphant end I have seen this thing just a 
short time before we ha ve come in here - but the 
recommendation, as I under s t and it, of the l egal 
and economic experts is t hat the transfer tax, 
as t hey a t present envisage it, would be a better 
tax t o put a brake on this flow of foreign capital 
than the i .ncrease i n wi t hholding r ate, and they feel 
that that is clearly true if t here a re t o be some 
exceptions in the ~ithholding r ate in the case of 
people who have held the securities a long time. 

What would be the St a te Department ' s objection? On 
whet ground di d they ob ject to the transfer tax? 

I should suppose on the same ground tha t t hey ob Ject 
t o the increase i n the withholding rate . We have a 
transfer tax on our own securitiea transferred among 
our own people . I don ' t know that you could say 
it's nominal but it ' s very much smaller in amount 
than t his would be in most cases. 

Of course, from their standpoint, their approach, I 
should say t hi s transfer t ax would be much more ob­
Jectionable than the wi thholding, because you are 
setting up a new barr i er over which you've got to 
jump before you do business between two notions. 
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I'm not so s ure, because this- they might feel ••.• 
I think t hey probably would object t o it, but they 
might feel this: thut the income tax represents the 
established mode of t axation which we apply t o our 
own people and a pply to aliens, and that if we left 
that thing alone but then s aid tha t for the sake of 
stopping in-and-out speculation by non-resident 
uliens, which is bothersome to us , we are going to 
put on this tax, i i would be perfec t l y clea r t ha t 
we a re not hi t t ing the Scottish inves tment trusts 
or not ni tting the foreign insurance company or the 
foreign l ong term investor; that we a re after a 
breed of pup t hat we think is. damaging our market. 

Hull , you remember, the other day s poke r a ther a t 
length that if you had something aimed - i f the 
world understood tha t you wer e gunning for t he ••.• 

He said "speculators ." 

•.• unnatural movements, he said that would be one 
thing, and I g ather that he was ready to' join us if 
we had somet hing that was aimed at this unnatural 
and abnor mal - unna tura l a nd abnormal, that ' s wha t 
he called it - in-and-out flow of capital . 

But I think this - to me , I mean, just - here ' s a 
new barrier which a fellow - I ' m looking at it now 
from the standpoint of' the State Department. l:lere 1 s 
a new barrier which you s et up which you•ve got to 
jump over before you c an do business between two 
nations . 

On the other hand , if he keeps that security a long 
time, tha t barrier, as amortized over that period, 
doesn ' t amount to much, because • ••• 

~ut the more you go into the State Department objec­
tions , the more they are opposed t o doing anything . 

You really have to dr op the subject a lmost, llr . 
Secretary, unless you want t o put a barrier up, 
because tha t's t he only way you c an stop a flow . 

I think this is true: I think in arguing with t he 
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State Depart ment we would feel that we are on 
better ground in arguing agains t their discrimina­
tion point with r espect to this tax than we would 
be on the other. 

Well , personally I 1d be for both. I aean leaving -
I aean now that you ••• 

Well , I think that depends on how strongly - or 
what you think the psychological effect is going 
to be . 

You mean the withholding t ax with or without the 
exception of the Scottish insurance companies? 

I won' t say on that. '¥ell look, I' ve listened to 
this thing, and Scottish trusts or any other trusts -
wny shouldn' t those fellows pay the approximate t ax 
that our citizens pay on approxi mately the some 
amount of income? Now I - and then George popped 
one out ~ t me this morning, just sort of on a leap . 
But you (Haas) say tha t the English have a twenty­
three and three- quarters withholding tax but they 've 
got a r efund? 

Uh-huh . 

Now, what's that? 

lYell , that's - Ros >mows the details better than I 
do - but t hey - the people with smell incomes can 
apply for a r efund - British na tionals; but th:. t 
doesn ' t opply to Americans . bo if we had our 
St a te Department over there they would say thut was 
great di scrimination. They wouldn ' t l et the British -
t hey ' d object to the British Treasury, whoever 
handles the t ax, doing tha t. 

Bas anybody got the actual facts on that? 

We don't have the facts, but in so f ar a s the t wenty­
three and three-~uarters percent rate paid by cor­
porations is in excess of wha t t he individua l s tock­
holder 'NOuld pay on his portion of the income earned 
by the corporation, he is permitted to ask for a 
r ebate for the difference. 
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I can explain if you want t he technique. 'l'he 
British individual bas a personal e xempti on just 
as we have in this country. Furthermore, although 
the British norma l t ax i s t •A'enty-three and three­
four ths percent, it is only hal f that much on the 
lo1•rer part of the income . Now, the corpor ati on 
pays this twenty-three and three-fourths per cent 
tax on dividends which l t is distributing , for 
inst ance . If I, a s an individua l, r eceive this 
amount and have th i s except i on within this lower 
bracket, I apply f or a refund and get it . And get 
it quick. 

~ut not if you are a f oreigner . 

But not if I am a foreigner . 

'llell , has that ever been pointed out to the Stat e 
Department? 

I d on 't think so . 

Yes , t hey know tha t . 

I don' t know whether you could turn toeir eyes in 
t b&.t direction or not . 

Le t me ask you a 4uestion . Have you people explored 
the f acts - f or ins t ance, if we pa ssed a l aw saying 
t ha t this increase in the withholding tax f or the 
ca l enda r year 1937 would not a pply to any al i en inves­
tor who owned this stock prior to December 31, 1934 , 
and toen eaco year we put tha t forward one year . Have 
you done it tha t way? 

Yes, t hat' s what we ' ve done . 

And t ha t won't wor k? 

No, that gets you into tremendous compli cations as 
soon as you int r oduce the time element, because in 
order to get that t ime element •• . • 

You can' t do it? 

It places an e normous burden upon the withholding 
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agent - r eally an unfair burden because t hey are 
liable to withhold the t ax in al l cases where, 
on the f acts of the law, the withholding is due . 

You could do it on all r egi s t er ed holdings . 

Yes . 
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hna I t hink in tha t case you ' d t ake care of a great 
bulk of the people who should be exempted . 

.. ell, let me, just us an amateur, poke a t this thing 
a minute or two. Let ' s just say that the State De­
partment has i t s way and we can' t do this thing, but 
t his t il ing gets worse . Supposing lfe have a little 
clearing house for all checks t ha t should go abroad -
all dividend checks - and set up a little orga niza tion 
in the Feder al Reserve in New York, and all checks go 
through t her e and a ll people have to register, and 
we take the burden off the corporation. And General 
~otors sends all thei r dividend checks for f or ei gners 
to t he Federal Reser ve of New York, and then the 
Feder al Reserve of t~ ew York is our agent and makes 
these people d eclare and they do the work tha t we 
pay them for. Have a little clearing house ther e . 

The difficulty comes a t the f irst step, i n telling 
Gener a l Motors to send al l checks going to foreigne r s ; 
they can' t tell . 

~ell , they know if t hey ' re going to mall them out of 
the country. 

"ell, it may be a street name . It may be intended 
for a foreigner and still ~he name of a resident. 

Well, I mean • •. 

They a lso send u good deal t o nominee accounts in the 
United States who in turn will do the shipment abroad . 
That is, the General Motor s Corporation may have a s 
stockholder of r ecor d the Chase National Bank, and 
the Chase National Bank may have non-resident aliens 
for whom it holds. So the scheme filt ers down to 
where you have several second parties involved . 
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Nevertheless, it is possible to pursue that, e ven 
where a bank makes payment to an alien . ~ven though 
it may be deposi ted within the same bank, if the 
payment a rises from an interest or divi dend - even 
though they may be an intermedi ary in i t , it still 
would fal~ under t he same category . 

It falls down in so far us the dividend item - the 
amount itself is kept in this country and not 
shipped abroad . 

I t could still be caught there, as long as any check 
Nas a vai lable upon the records of the bank. Clarence 
suggested somethi ng like th&t about a month ago . 
It Na s dropped out of the pict~e, but it has possi­
bilities . It Nasn 1 t explored . 

{/ell , I 1 m going to say this to the study group while 
you're on it . I don ' t say that this is the immediate 
thing . I think tha t this group certainly ought to be 
preparing 1vha t we would do in ca se of war and how 
we ' d' nundle this whol e matter - this question of 
dividends going out, funds in this country being used 
for purchase of war mnt~rinls. I haven ' t looked a t 
t his neutrality bill. I don ' t know whether it covers 
any of tha t stuff or not. I think somebody should 
look u t t he neutrality bill . But I think Ne certainly 
oughtn ' t to be caught with a declaration of war any­
where &nd tnen suddenly , say, have the President send 
for me - "How ere you going to handle this?" I •d 
like to have a machine IVhich I could Just put in 
gear and let her go ; and hove people like Burgess 
and the other people corne down and let ' s get all the 
bugs out of the thing now . After all , he asked me 
point blank to study ho,v we would handle eight billi on 
dollars worth of s ecurities o.·med by aliens in C~Jse 
of war . And with all this neutrality t alk and every­
thing else, you turn loose those funds and the possi­
bility of another country seizing the stocks •hicb 
are owned and they having a transfer association and 
pooling those stocks - American-owned stocks, and 
then directing the sale , etc . I mean how are we 
going to counter that sort of thing? I think our 
whole thing ought to b e worked out so we have as 
near foolproof a machine as possible. 

This transfer tax was designed in part for t hat con­
tingency - the flexible proVision. 
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But I think we ought to have that thing. 

There ' s Kent' s thing that came in . I haven ' t read 
it . Might circulate it . (Hands to Magill) . Is 
that addressed to the President or to me? 

Magill : You. 

H.U.Jr: I haven ' t read it. 

Oliphant: Has it been acknowledged? 

H. !l.Jr: No. 

Oli phant: Well, t hat might envision the necessary procedure . 

H.M. Jr: Tell you what I'll do . Let me send an acknowledgment. 
Then I 'll send it to you (Oliphant). 

Oliphant: We probably ought to have in mind either the machine 
necessary in case we had to take it all over • •• 

H. I.I . Jr : That 's what I had in mind . And if - we ' re going to go 
the whole way and then work backwards , and then say , 
"We can do t his thing in certain degrees," see? What 
I mean, we can do all of it or we can do sectors of it. 
I mean, say, we ' ll go the whole way; we'll have an 
alien property custodian for all stocks and go the 
whole way, and then work backwards ; say we can do 90 
percent , 80 percent , 70 percent, so far back. I think 
we ought to let the State Department know we 're working 
on it. I mean go on the thing bac~vards. 

Baas : . I think the State Department is very illogical. For 
example, Great Britain p~ts forward a greet armament 
program; we build battlesbips, etc . They converge 
on the same grounJ .they objected to . If they object 
to t his, they should ob ject to our building batt l eships . 

B.M. Jr : They most likely do. 

Haas : The Navy puts up this armament program . l'le try to 
protect our economic syst em; but t hey object. Maybe 
they are objecting, but on the equal ground they would 
have to object to the building of bat tleships. 
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Well , as I say, I'd like to go t he whole way, then 
go backwards . And I think the Federal Reserve 
people in New York would be very helpful on this 
thing - technique . 

And, ver y , v ery confidentially - extra confiden­
tially - in talki ng with the President today he 
asked me just where this matter stood, and I told 
him I wa s t o hear from Mr . Hull today . He said if 
I didn 't hear from him today I should take it up 
with him tomorrow, beca use he does want to go ahead . 
The Pr esident doesn' t want to leave it die; he def­
initely wants to go ahead . So he said - after I 
expl a ined what I said to Mr . Hull, he said, •Get 
in t ouch with Mr . Hull tomorrow. I want you t o 
go ahead on i t .• 

Well , I think what the t means to this group .•• 

So you're not wasting your time . And the way the 
Pr esident talks - "VIs it until t omorrow• - and he 
want ed to know , and he 1 11 l'tant something, see? 

I think that what tha t means from the standpoint 
of the group - while the thing we are bringing in 
to you ha s not progressed so that you could call 
it a recommendation of this gr oup, certainly it i s 
the gener al group feeling that the transfer tax is 
a good deal more feasible than the wi thholding t ax 
with the exception tha t the President wants . 

But supposing we point out t o the Pr esident, say, •we 
can' t d i fferentiate between alien investor s ~s to 
the length of time; w e• ve got to keep t hem all as 
one . " See? Then he could say, •Well, all right , go 
ahead ," or "I don' t want you to go ahead," or "Do 
these transfers too, a nd do both." But I thought 
you ' d like to kno1v that he has not lost interes t . 

Well then, t his is where we are. We've got several 
different pro jects here. We ought firs t of all t o 
formulate a document t o show whY it is administra­
tively impr actical to do wha t t he President had in 
mind . 

And for that I want a good enough piece of paper that 
~~.~Vbody can s ee it. You know what I mean; I mean it 
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gets a round. I want it good enough - I want it the 
best that the Treasury can do . 

Then next we want a formulation of this transfer 
tax proposal i n definite form . 

That 's right . 

Pretty close to legislation, I mean. 

What I think 1ve ought to do is prepare this document 
and I'll ask Mr . Landis and Eccles to get together 
and give them this document in advance so they can 
look at it and s tudy it . We'll say, "This is what 
we •ve arrived at . This is why the Treasury feels 
we can't comply with the President' s r equest . But 
we have another proposal and we ' d like to put it up 
to you. n 

And then the third thing to go ahead on is this 
more general proposal . 

But that's purely Treasury. There ' s no reason why 
we should take in the other t1vo organizations on 
tha t . I 1vant to keep that very secret . 

We darn well better do it Just tbe same . 

I mean i i you want to keep it secret you ' ve got t o 
do it - keep it in the Treasury. 

Are you ruling out the possibility of having both 
this transfer tax and the original withh.olding t ax? 

No . 

No . 

Because if you do have them both, it will be possible 
to reduce the transfer to a lower r a t e and s till get 
the degree of effectiveness you want. 

They ' re going to prepar e a legal document which, as 
soon as it's r eady, I'm going to send over to the 
President, showing why we catit different iate between 
investors . Is that right? Well then, I'll wait until 
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I hear from you people again. 

Yes . 
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Again, I'm sorry -we ' ll have to go ahead . I 'm 
sorry in tnis way, that it takes so much time . But 
I think we mi ght Just as well concentrate and try 
to ~~;et it out of the way . I didn ' t know how the 
President felt about it, because after all when he 
was asked a few days ago a bout "hot• money he said , 
•Well , it ' s not so hot . • But he said that last 
week . But today he defini t ely told me he wants t o 
go ahead . 

Well, I guess that 1 s where we are. 

Well , whatever is finall y done, it's going to be 
something t ha t the Treasury has to live with, and 
the Tr easury has to make good . 

True, t rue . All right . 
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February 23, 1937 . 

Excerpt from Mr . Magill ' s "Memorandum of t he Day ' s 
Activities f or February 23rd, " to t he Secretary : 

NON-RESIDENT ALIENS. 

lYe coni'erred thi s morning and again t his ai'ternoon 
regarding t he possibilities of the tax on the transfe rs of 
Ameri can secur ities t o and from non-resident aliens . The 
t ax should be at a rate which would discourage speculative 
transactions but which would have little effect upon pur­
chases for investment. This r ate would be approximately 
1~ of the value of the securities purchased or sold. I 
t hink the Act should contain a provision enabling the Presi­
dent to raise t he r ate in the event of emergencies to be 
described in the Act . It would seem possible to f r ame the 
Act in such a way as to afford considerable protection a­
gainst a sudden withdrawal of capital from thi s country. 

Regraded Uclassified



( 

( 

( 

( 

132 
J, X. ):en l!!u'Mu 11;33 .t.. II, lab, 2! . 193'1 

l!lgo Gonmnen~ Otflcial pre41e t a droppi~:~& of plen to le'fJ hlch tax on 
foreign cs,i t&l. 

Waahi~ton: 

Plana for a draetie peDAlty tax on the eight bllllon dollar• of foreign 
cnpi~ now ln the United State• -tll be dropped in favor of a gentlemen'• 
•lll'ee::>ont between the Unit~d Statee CJld Great Britain t o diacourace the continued 

influx of foreic;n capt tal to thh cOW>~l')' in the op1Dion of a hlt:h Go'term::ent 
C!!ici a l c lcre t o t ho a~inistration. 

'l'he p rickly qu.utlon of how to etop the i nflux of ~ld to the UnUed Statea 
baa been under detailed conalderotion for oeveral montht b7 the government' a 
financial experta includtne Socretal')' of the 'l'roaoury Worg enthau, Ohlirmen !ccleo 
of tho Federal R .. erve Board, end Chairman Landle of the Securi tlea Excbatl,!;e 

Commlaaion. I n mid-november Preaidont Rooao~elt urged action towarde a eolution 
ct the dangera illhart!Dt in the praeence of theae huge tw>d~ IUid in tl>.rther inflow• 
cf f oreign golt. ~ee.no are beicg ocue;bt fe r diecourac111£ t.te .. t.,. of more gold 
and for control of capital already here to prenn t dieaetroua reoulh ehould nth­

c re.n lc take place. .t.t preoent appro:dmatel,y $6,500,000 ,000 o r the torelr;D capital 

ncrc ia inveate~ in Americen lone-term aocuritiea, whll• t he remaining 

~1, 500 ,000 ,000 h ehort-tenn upl tal. 

As a reoult of tho recent White House vlait of Wal t er Dluoclman, British 
Cabinet mr.:~ber t or 'l'rade, it 1a repor~.-1 ~ha t t h e Brttith Treei!Ul'7 hu elre&Q 

taJoan •~epa tc ... rdo controlliD£ tbe ou~now of ~old ~o .t.merlcan i nvu tments , 
:~uol7, i n advlliDg inves tmen t t r>18t c, inve&tl!!ent houoea. and lnauraneo companiu 
to dhccurage such lneat:!ents on the per~ o: t hei r c:Uente. 'l'he Brltlah !rea1ur7, 

1t '"" atate4, can exert condderable preaaure on benlca end other financial in­
a ti~tione which wtll have ft otrong deterring effect in the deoired direction. 

Alao, t he Offic ial pointed out, i~ io in conformance with Bri~ieh domeetic 
pol1c7 ~o atop ~he outflow of capital, especially in Tiew of t he need tor funds 
1D ~e forthcoadll£ $?,500,000,000 ,....._,ent pro&.,.. . 'l'he oex~ etep, he eaid, 
•111 probebl7 be en increase in the tax b)' the 8!1 tl ab D<>•emment upon the lnc0111o 
received b7 Bri t hh reddenh frCIIl t oreip inv .. boente. Bri Ulh n0111ineu t or 
toreip hold.ere of eecurl Uea would be taxed throua:h de4ucUona before traosmltUng 

41Tidenda to t he owners • 

.t.Hhoucb lrench, Dlltch , Swiaa, Canadian , and other tw>4a have been now1Dg 
i n large qu&Dti\1 .. to the U. $, merkete, tbe onl7 agre•ant 11&CIIIU7 la l!i~h 

OrHt Britain, he conttnue4, aa tho onl7 tree gold merkl~ 1a ln !nglan4. Canada, 

be pointed out, othn no real p roblao, as Canadien purc:beoee an4 181 .. do not 
nuc:tuatc la'll.ch and Canada ln fact 1a • pert of t he u. s. t1oanciall7· 
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.t.ecor4J.q to all 1D41c&Uoae, \heretore, be coat1Jmed, \he aclaillllt .. -
Uon bae 4ec1de4 \hat a pntl•ea'e acre•eat 111.\h G .. at BrUaill would k 
the •oet pracUc:.blo oolut1oa and that 1t call k etteoted 111 Tiew of the 
tact the objeCUYee co111C1de rl\h \boll of that count17. J'urtber, 1t bae 
boca found that tazat1oa .uch ae propoeed would pro•• 1aetfeot1Ye. It 
would require a record of all ,..., .. oU oae 1.11YOlrtac a ep:r syetem equal to 
the Ocpu. .&.h e , be declared, 1t wc'Dl.d cause retall1at1oa 011 the part of 
t oreip ut1o111 ree'Dl.ttnc 111 f'<u'tber 1Detab111t;r 111 illteraaUoDal excb•acot 
alld would put ott 11ldef1111 tel:r lliiJ' pou1bUH:r of =eac:r ete'bU1Iat1o11. 

Ill add\tioD, ba cODti.Jro.ed, to wide \he 41tternce ._ .. the tez 
011 aericu &Dd foreicD iDe..,., tree 11011r1 ties 'b;r u ubor'b1 t&Dt taJt would 
cauee tore1pere to use .._.ric&D ,...,, to llc&pe \be taJt aDd ree'Dl. t 111 the 
11tt1ac up of .Aaerie&D bold1ac ccapaai11 wblcb would act ae ebield.e to the 
real cnere of the eecuri \tee . 
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Secretary of State, 

Washington . 

93, February 24, 5 p . m. 

GRAY 

London 

Dated February 24, 1937 

Rec ' d 2: 45 p . m. 

FOR TR~SURY PRO! I BUTTF.R•YORTH . 

The information regarding the action taken by the 

For~ign Transactions Advisory Committee reported in my 92, 

February 23 1 7 p . m. , will probabl y be authoritatively made 

public by means of an answer to a question in the House of 

Conunons ~hortJ.y, 

The FINANCIAL TII~S and FINANC~IL N~WS this morning 

contained officially inspired denials that the British 

Treasury had approached t he insurance onmpenies and it 

is implied that merely t he "cooperative attitude" of the 

Association of Investors Trusts has been sought . The 

FINANCIAL TI~~S adds tha t .two motives explain the Treasury's 

action "fi rstly, there ~s the desire to assist President 

Rooseve lt i n checking the inflow of fore i gn money to the 

United States; secondly, it is reasonable to suppose that 

as the Bri tish Government is committed to heavy borrowing 

for defen se the Treasury should make use of every avail­

able opportunity to keep as much money as possi ble in the 

country 
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L. S 2- r o , 93, February 24, 5 p . m, , fro~;~ London . 

ccu,, try and thus preserve its cheapness" . 

!Jy own inquiries in the city lead me to doubt whether 

this action of the British authorities will 1n itself 

di~cctly affect a large amount of British capital 1n or 

going to the United States (one ) because the regulations 

only affect trusts applying for new issues; ( two) most 

British investment ~rusts already have substantial hold­

inge i~ America, which in most cases have sufficiently 

increased in value to bring the total to that point beyond 

which en investment trust following a normal dis t ribution 

of as sets "9Dl icy cannot so . This action may, howe\·er , 

have some addlt~ ~nal value i f it is interpreted as indi-
' eating that the British authorities oppose t he excessive 

flow of funds from this country t o the United States . 

ATm::RTON 

''f'IC: CSS 

0 1 'I I } ~i : :1 

"" I • 1t 
• 0 I • I 

.. ., 
............ ..... 
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TREASURY DEPARTMENT 
13S 

INTIIA O I'PICII COMMUNICATION 

DATa February 24, 1937 

To Secretary Worgenthau 

·- J.!r. ).lag ill 

J.!r . Fred I. !Cent•o letter of February 18,19:57 mo.kee tho 
f ollowing pointe, 

1. Foreign invoetmente are etil l valuable to t hie co>mtry, 
eince ""' hevo not yet reached our u.ximum gro'lfth. 

2. llovement of b&nlc ballneee 1a not normo.lly of eutfio,ient 
1001311nt t o bo aeriouo. 

ll. l'he tli&}lt ot foreign capt tal t o t h ie oo>mtry 1a aJ:&ll ao 
compared to tho total valueo of aeouritieo Hated on tho New York 
etock exchange ($107 bill i ona) . It ia inocnceivable that all the 
foreign O'mero would •nt to liquidate at once. Tho danger of a 
stock exchange debacle is not worthy of oonoideration. 

4. There are three natural oheoks on oelling: 

(1 ) deolineo i n prieea due to selli ng; (2) lack or urr;e 
to tranarer tundo abroad u the coat of transfers rieeo 0 
(3) dbparity of interest o.mont; tho varioue foreign o'mero. 

s. So""' w1 thdra•l of gold by foreignero w:>uld do no hl.n:l1 
t.nd the govenu:>ent ot.n control or atop large ooale gold exporta. 

6. The foreigner who deale 'tn t hia country should not be oa~ 
led on to pay the aame texea as an Ameriot.n doe a. We ote.nd to l o .. , 
if foreign oountriee increase tax rateo 1n retaliation. 

7. All the State Department • • work on reciprocal trade agree­
mente ay be destroyed, 1t the tree money ,.rket 1a destroyed. We 
auat alec try to avoid international resentment, due to the belief 
that we are otrirlnt; tor ioolation. 

8 . S..rgenoieo require ecergenoy action, but the United Stateo 
ohould not anticipate an e•rgenoy whioh ay never happen. 
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GROUP MEETING February 24, 1937 

9 : 30 A.M. 

Present: Mrs Klotz 
Mr. llagill 
J.lr. Oliphant 
llr . Gaston 
Mr. Lochhead 
Mr . Haas 
Mr. Taylor 
!lr . Graves 
!.!r . Upham 
!.!iss Roche 
!Ar . Bell 
!Jr. lo!cReynol ds 

I 1 l l dictate this . Then the others can t ake this 
up, see? llr . Hull called me last night and sai d 
that, a f t er thinking this whole question over -
after thinking this thing over very car efully •.•• 
I mean I've got to repea t but wnat I am saying is 
ultra-confidenti al . He said that, aft er a ll, during 
the last three or four years, Agriculture has a 
number of times done t hings which were contrary to 
the State Department's policy, but the State Depart­
ment has been able to live them down; ~nd t ha t if 
the Treasury wished to go a head in this matter of 
trying to control foreign capital, their position 
would be the position as stated in Herbert Feis•s 
l e tter . But he hoped I would be very slow about i t 
and very careful, because he - if I didn ' t mind his 
giving me his personal opinion, thi s me t hod that had 
been suggested of making it permissive and r a ising 
from ten to thirty - tha t he didn't think it would 
have t he effect we want ed . 

Therefore, hi s personal advice to me was that we go. 
very slowly, but whatever we do, well, he 1d go along 
in the sense a s stated in Herbert Feis's l etter. But 
his personal advice t o me wa s to take it easy. 

Now, I want Har ol d Gr a ves t o come 1n on thls thing 
so we can clear t ha t. (To Kieley) Ask llr . Gr aves 
to come in. 

(Graves comes in) 

If you will sit downL please . There are two t hings 
I ' d like to cover . Then I 1 ll excuse you. 
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Then ~r . Hull sai d that he bad been giving quite 
a lot of time to nar cotics and studying it, and 
t ha t he felt tha t the St at e Department did have a 
place in narcotics in the foreign field, and t ha t 
they could be helpful. 
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So I said, well, I 1d be very glad to sit down and 
spend an hour 1rl. th !.!r . Hull going over the narcoti cs 
sit uation, and he sai d tha t he didn ' t consider i t 
was important enough to give it an hour. We l l , 
wha t he suggested - he asked if we had somebody 
who could come over and sit down, or have somebody 
over her e meet with t heir people and try to argue 
the thing out . And I said yes, I had such a person . 
He asked was be connect ed wi th Narcotics and Customs 
and I said no, i t was Harold Gr a ves . And I said t hey 
knew you over t here - their Assistant Chief of Western 
Europe . He sa id that was fine and be would designate 
Mr . Hornbeck. I spoke to Wayne Taylor; it ' s entirely 
agreeable to him . And the way I ~athered was tha t 
t hey would ge t in t ouch with you lGraves). I said 
if tney wanted to know about you, be could talk to 
Ickes ; I said he kne·N all nbout you. J.nd Mr . Hull 
di dn 't ••.. But he ' s designated Hornbeck. And 
Taylor ' s entir ely satisfied . 

So if you ' ll carry the ball for us, but keep llr. 
Gibbons advised, and Cust oms a nd Narcotics . So the 
ball is yours . 

hOd would you just tske a minut e and tell the ·crowd 
of that r aid we jus t pulled off in Seattle . I think 
they ' d be inter ested . 

Well, the telegr am t ha t I sent you yesterday reported 
the indictment of f our Chi nese narcotic distributors 
a t Portland, <.nd all .ter e held under t 25, 0JQ bond 
af t er indictment. The conversa tions that were inter­
cepted out there .•• 

~/ell , we •11 skip t ba t . 

I was Just going to say ,uerely t b&t t hat was the 
basis of the appr ehension of u man tha t 1 r . Hanks 
character izes a s the mos t importan t nar coti cs smug­
gler on the West Cosst . lie was appr ehended while 
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maki ng delivery personally to a f riend of his, a 
white man, and Ur . Hanks indicates that this is 
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the first time this man has himself ever personally 
made a delivery. 

These were all Chinese? 

All Chinese . And it was just that •• • 

But I think it is evident that the size of the 
bond and all is quite signifi cant. 

Ob yes . 

And you consider it most i mportant . 

Yes . ks I said to you in my note, ~e wer e very 
optimisti c that we could get other important fellows 
out there by the same methods . 

Thi s is Seattle, isn' t it? 

Wel l , that was Portland . 

Could you (Gaston) get the Portland and Sea ttle 
papers and see tlow they handled the story? 

Yes. Th ese indictments were yesterday? 

The indictments, I t hink, were the 22nd, day before 
yesterday . 

I ' d be curious to s ee how Boettigers paper handles 
it and bow llr. Fussell handles i t. 

Yes , he was to go to work lolonday . 

Well, Harold, on t his thing , if you don' t hear today 
I ' d simply call up Hornbeck. 

Xes, I shall. 

And will you keep me advised? 

Yes, sir. 

I ' m putting my money in you. 
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All r ight. (Le~ves) 

The other t hing, ~o you suppose that you gentlemen 
would be r eady - wou.ld you people be r el'dy at J : 15 
tomorr ow for me to have Landis and Eccles over? 

(Nods yes) We ' ve been trying t o get something over 
to them today - this morning, I mean - about that . 

(On phone) Ur . Landis and Ur . Eccles, whoever you 
can get first . 

1\'ell, we ' ll find out a t 3:15 tomorrow and keep t he 
ball rolling, nuh? 

I think it would be a good thing . 

Well, I'll just wait until we cle£r those calls. 

Will you (Oliphant) please get me a memorandum on -
this is extra confidential, triple confidential -
can the President treat the four cent tax on copper 
like he can others, reduce it by half? I ' d like a 
memorandum by this afternoon- at the house, see? 

All right . I ' ll have it to you by noon • 
• 

Would you? If there is any doubt, bring it in 
personclly between twelve and twelve-thirty . I mean 
I don ' t want to rush you. He ' d like to know. I 1m 
seeing him Lomorrow morning, so - I mean I don't need 
it until nine tomorrow morning . But he ' d like • • ••• 
I don' t want anybody to breath a word of this to 
anybody . 

He wanted to know whether he could - I meon treat it 
like any other . And then 1f it is, then you might 
go so far as to draw up u proclamation. What? 

(Nods yes) 

But I wouldn' t l e t it get out of my own snop. 

I ' ll handle it myself, and one other men. 

Because yesterday we had to buy a hundred thousand 
sterling against copper thEt was exported from t hi s 
country, and we actually have a shortage of copper 

i n this country - 17 cent price abr oad . 
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Ur . Oliphant would be interested in knowing these 
figures showing that sharp rate in the stock 
market - heavy buying . 

They were? 

Bought mor e than they sold? 

Yes, consi derably more . 

Now , who ~ants to shoot something at me? 

I have this 
Commission . 
week . 

letter from the Interstate Commerce 
They want t o see us some time t his 

~/ell , I t hought tha t if you di dn ' t mind calling 
~astman up on the phone and telling Eastman I have 
a sked you to handle it, I ' d like him to see you. 
Would you call him? Do you mind doing that? 

No . 

I'd just call him up on the phone . 

(On phone) Hel l o? Gooo morning how are you? 
(Short conversa tion with Landisj . 

We 'll get ~ccles, then we 111 go on . Or I can 
tell Eccles when I see him. Hello (to Opera tor). 
I f you haven't got Mr . Eccles, let i t go. 

You (Upham) remind me when he comes over . 

All right, now tha t ' s tha t. Will you (lolrs Klotz) 
put down ) : 15 tomorrow . Open market at eleven 
and closed market at 3: 15 tomorrow; noR ' s t hat? 

All right, wha t else? And you (Magill) are going 
to call up Mr . Eastman a nd invite him to come over. 

Now, the only thing holdi ng me up - I asked Kent t o 
prepare a r esponse to that 13-page draft, which 
curiously got into t he President 's hands . 

Well, I leave it t o you. There 's no smut &bout it . 
We ' re going to be her e all summer, so why worry? 
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Be here until dawn. 

Well, I'll call him up today and start things. 

What else bas anybody got? 
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This man Curtis, you know, tba t was in to see you 
one time, came in Saturday again; wanted me t o 
refer him to Ros . 

What &bout it? 

Well, that 's the t ax, you know, on s porting goods . 

I nave.n 1 t got m.y golf set from Spalding • s . 

Neither have I . I c omplai ned about it yesterday. 

He ' d like very much to see you. 

No, no, I want my golf set first . 

I want some of these baseball bats t hat are used 
on the sandlots and are being taxed . 

All right, what else? 

That• s all . 

(To Magill) I f thcy 1 vc owned them more than three 
years? 

That 's hard to a dminister . 

Anything more except Joe East man and Curtis of 
Sp&ldi ng • s? 

No . I've got a thing I want to take up with you 
on that matter you were speaking of yesterday. 
I 've got it outlined any time you're ready . 
Do you want a memorandum on Mr . Kent's l etter? 

Yes , please. 

I ' ve got a digest of it here if you want i t. 

Swell. 
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Your friend Bill Nye ha s got the nerve t o call 
me up at twenty minutes of six. (To Gaston) 

Gerry Nye? What did he say? 

Coming down for the first time on a patronage 
matter. After his speech on gold. 

Uaybe that ' s why he made the speech. 

Tha t's very appropriate . 
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I'm not going t o be so very dumb a s to turn him 
down and bave him make enoth£r speech. 

What have you got, Herbert? 

Nothing at all. 

Nice called me yes t erday about a job for a lawyer 
i n his office . ' 

Where does he stand on gold? 

Just t ha t those two men for tomorrow •.•• 

All right. Did you say t o t he press l a s t night 
tha t Wayne Taylor 1 s not going to drop the price 
of gold and be's going to build a silver wall . 

You know whet Wayne t old me? He sai d, "Oliphant, 
I got the business . n 

All right . 

I told Bob Kintner what I thought of s~me of bis 
a ssociates in New York. 

Di d you? 

Oh yes, I t ol d him tha t a fter a ll this s tuff t hey 
now come and a sk us a question which i s practically 
accusing you of lying in your press confer ence the 
last time . I said they got a nerve to put up such 
a question a s tha t up t o you. 

\fbat did he say? 

Regraded Uclassified



Cast on: 

H.W. Jr : 

Caston: 

B.M. Jr: 

Caston: 

B.M.Jr: 

Caston: 

B. I.I . Jr : 

Lochhead : 

H.lA .Jr: 

'Haas : 

B. !.I .Jr: 

Taylor: 

H. M.Jr: 

144 
- 8 -

Well, he sai d he didn ' t know cbout t his editorial 
s tuff, of course, but he thought that some t hing 
might - he thought the question wasn't just that 
direct, because he thought that they thought some­
thing might have come up since then. Well , I told 
him that if he printed tha t - they could ask about 
it in the press conference, but just for his own 
s ake, if they printed the story in the meanti.me tha t 
that wa s the case, that it was being consi der ed, 
they ' d be making a mistake . 

I ' d like you to go through the Tribune for the 
last month and - I ' d like a photostat of the edi­
torials they have written about me the last twelve 
months . 

Yes . 

Will you? 

Yes . They ' re a very bit ter partisan bunch there . 

While you 1r e making the photostats , you might as 
well make three of each editorial. Will you? 

Yes . 

Archie? 

No t hing . 

George? 

Nothing. 

Archie's got a haircut. I flatter myself and -George 
a nd I get a haircut once a month. 

Well , the commodity department over here - os I 
understand it, sugar will wait until next week. 

Yes , sugar. Sugar will wait . Sugar and silver . 
I haven' t heard Herman Oliphant laugh so i n a yenr 
as he did last night when he called me up to say, 
"I ' ve got Wayne laylor to call up King about 
whether we' ll have a silver wall or build one.• 
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llo, you were wrong about that, Herman, because he 
called me up . You got him to call me up . 

You're just spoiling a good story . 

Nell , I guess I can tell a good story that happened . 
As a matter of fact, David, ex- Prince of Wal es , 
ex-King of Engla nd, and I are in competition. This 
is ver y much in the family . 

R11cing for Wally? - he (Bell) wants to know. 

For Wally? 

!lot for \-:ally . Hallis "'impson bas been staying with 
Ur . and Mrs . Herman Rogers , and Ur . and IJrs . Herman 
Rogers happen to be part of the Rogers estate next 
to Mr. Roosevelt . And two years ago Ur . Herman Rogers 
told his family that he would assume the sole r espon­
sibili ty of selling the Rogers estate . He ' s got it 
about half sold to Mrs . Simpson . The President is 
very anxious that Henry Morgenthau, i n his capacity 
as Secretary of the Treasury, buy the Rogers estate 
in order to keep the records of the trees, which are 
being kept for twenty-five years . So it's going to 
be a showdown whether we have a silver vault and 
keep the records of the trees on tne Rogers est ate , 
or whether Herman Rogers sells the place to Mrs . 
S.impson . 

xr.d, giving the whole s tory, Urs . Hercan Rogers is 
the ex-wife of a former naval officer, and she and 
Mrs . Simpson used to be llavy widows together. Those 
that don ' t know what that means can call up the 
Chief of Naval Operations . He ' ll give you an i dea . 

- - Look at Miss Roche . 

Mrs Klotz : Blushi ng . 

H. M. Jr : 

llcR: 

R. lii . J r: 

Chi ef of Naval Operations . All right . Well, that ' s 
very much in the room . 

You ' re infringing on t.he Jurisdiction of another 
department . 

And some of the Roosevelt family are all "tizzy-wizzyn 
at the thought that Davia may be their neighbor. This 
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is no Joking - no Joking about this . 

You've got evens tronger reasons for putting the 
silver depository on the Rogers esta te, I'd say. 
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That ' s that . But it ' s very much in the 9:JO group. 
All right. 

I can tell Senator King that? I mean very confi­
dentially. 

Tell Senator King and also Mrs. -what's her name? 

Nellie? 

Tell Nellie why the silver vaul t is dragglng its 
feet . 

We want to know (to Bell and Roche, referring to 
their aside conversa tion). 

I wa s laughing because you were hesitating a bout the 
name. 

Oh . Now, do you (Roche) want to fol low with anything? 

I'm demoralized completely, sir. Nothing to say this 
morning . 

Want that Just for background? 

That's for background only. 

Dan? 

No, I have nothing. 

Demoralized too. 

Mac? 

The only thing I have is this letter to George Haas 
from Harvard. I think George ought to answer it 
directly to this chap and tell hlm he 111 be up there 
for a couple days sometlme within the period. 

A~l r ight, George . 
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Now, this thing of Captain Birkett in Arkansas 
and J oe Robinson- I ' ve held it up here . !lac, 
is there any chance of making Birkett District 
Supervisor? Do you know anything about that ? 

Of course. Be ' s already in charge of one of the 
divisions . There is nothing to do unless and 
until the consolidati on of those units is made . 
'J.ha t can only be made after a law is passed. He 
is in charge of a unit now. 

He is? 

Yes . 

And t here's nothing ••• • 
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All he ' s urging is tha t some time in the future, if, 
as, and when tha t consolidation of enforcement 
units is made, he be put in charge of one of the 
divisions . 

Will you (Upham) explain that to Mr . Robinson' s 
secretary and as~ him if that is satisfactory? 
And if i t is satisfactory I don ' t hear fr om you; 
it isn•t, I do . 

O.K. 

Birkett's a very decent f ellow. 

Have you (Upham) got it? 

Xes . I've had this bef ore . 

Well , t hat closes that. 1/hat else? J.ll right, thank 
you. 
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Treas. 
Operator: Go ahead . 

HIIJ r : Hello 
James 
Lnndis : Good morning 

B!.IJr : How are you? 

L: Fine , thank you. 

H\!J r : 

Wednesday 
February 24, 1937 
9 : 41 a .m. 

14.8 

Look, to keep you posted on wbat we ' re doing on 
this foreign capital - Bull called me last night 
and, t o boll it all dom, be' s now taking tbe 
position tbat be' s going to stand by what Feis wrote us. 

L: 

HL!Jr: 

L: 

HMJr: 

L: 
H!.tJr: 

L: 

BllJr: 

L: 

HMJr : 

L: 

mtJr: 

L: 

Yes 

And so, I also saw tbe President . I mean, this 
was before Bull called me. The President wants 
it to go ahead. 

He does? 

Yes 

Yes 

On some basis, be doesn ' t say what, but be wants 
us to go ahead. 

Yes 

Now, I wondered if it would be conTe.nient - if you 
could come tomorrow - Thursday - about three-fifteen 
t o the office bere 

Gosb, I ' ve got to be out of town for the rest of the 
week. 

Ob 

Could I send anybody else? 

Surely, surely 

Yes 

But we won ' t be ready before that . 
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We ' ve got a new angle on it. 

You have? 

I tell you, I'll tell llagill to get in touch with 
you and give it to you before you go, and get your 
reaction . 

All right . 

What are you leaving on, the Federal tonight? 

Yes, I'm going up on the Federal. 

Well, llagill will get in t ouch with you before nine 
o'clock tonight. 
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And you are not actually going t o t he Hill t his week, 
t hough? 

Pardon me? 

You are not going to the Rill t his week? 

No, no, no, no, no 

No? 

No, no, no 

All right . 

This thing - t he mor e I see it the· more difficult 
it gets . 

Yes The don ' t - don't the attitude of the 
foreign governments here help the Secretary? 

Row do you mean? 

Well, you saw the British statement and ? 

Yes well , we 

- and the Belgian Statement and the Canadian Statement . 

Yes, well we ' ve cabled tor the British Statement 

Yes 
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And we haven ' t got it yet. 

Yes 

When we get it I 111 send it over to you. 

That ought to help the Secretary a bit, I should 
think. 

I should t hink so. Then - and particularly that 
they don ' t ask us . 

Yes 

\'/bat? 

Yes 

Yes - Well, Kagill will get in touch with you and 
then, you send anybody over you want and - but we 
won't do anythlng until you get back. 

All right . 

You 'll be back Uonday? 

Yes , I ' ll be back Monday . 

Thank you. I 1ll be a t Harvard Saturday. 

I may run into you up there. 

Good ! Are you staying wi th Conant? 

No, I 1m not . 

Oh - Well , I' m going there ~ following your 
advice - I'm going there for breakfast. 

Good l (Laughs) 
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And what do t hey eat Saturday , do they eat the beef 
in the mor ning or at ni&ht? 

I think they eat the beef of a night. 

Pine 

(Laughs) Pie in the corning . 
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flllJr : Pie 1n the morning? 

L: Yes 

HMJr : All right. Well , I'll be seeing rou anyway . 
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Not e in Secretary ' s 
handwriting: 

"llrs. Klotz 
Speak to 

me about this. • 
"It" 

For the Secretary: 

COPY 

February 24, 1937 

J -1.?.-\l. -

... . 

Vlhen I attended the meetin~at which the experts 

reported to you and Landis and Eccles on "hot money" I 

found myself very skeptical of their recommendations . In 

view of their extended and intensive study of the subJect, 

however, I was reluctant to make obJection and become the 

usual. nuisance. 

As a later press conference, when one of the news­

paper men asked if any advice on the matter had been sought 

from outside private interes ts, a nd was answered in the 

negative, I f eared a •dirty" story to the effect that here, 

in a matter peculiarly the concern of the financial com­

munity , the Treasury was not following its usual policy of 

outside consultati on, which it is generally understood we 

follow. Perhaps my fear was ba sed on a feeling that the 

experts were somewhat academic i n their approach. There was 

no such dirty story , however. 

In listening since to the Tories with whom I associ­

ate, my own feeling has been confirmed that "hot money• 

should not cause any great amount of worry , that the pro-
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posals advanced so f ar to deal with it would be in~­

fective and perhap~ penalize the wrong people rather 

t han the right, and would r a i se quest ions much broader 

in scope than the immedi ate one or reducing the flow or 

gold . I t hink some of these people, who have been stu­

dents of t he subject for years , are thoroughly honest 

and disinterested in their atti tude . 

I have kept qui et in the meetings I have attended, 

but have argued IllY point of view some with Eccles pri­

vately , mainly by way of raising questions for him to 

answer. 

Opm 

·. 
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II.E1TIIIG WITH EXECUTIVE COYILITTEE OF 
F.EDE:Ri.L R ES.ERVE OPEN llARUT COllliiTTEE 

February 24, 1937 
ll : OO A.IA . 

l54 

Present: 

Burgess : 

ll.M. Jr : 

Mr . Taylor 
Yr . Upham 
Mr. Haas 
Yr . Lochhead 
llr . Burgess 
llr . Bell 
Mr . Harris 
Mr . Goldenweiser 
l.tr . Eccles 
!llr . Szymczak 
Mr . Piser 
Wr . Chester Davis 

The market has been a little better since you met 
here last . It seems to have leveled off . It hasn't 
gone up any particularly, but the long bonds have 
had a little gain and the notes seem to have sort of 
steadied at about this level . The new one and a 
quarter notes have held ar ound par , par one and two . 
The note market 1s still rather vulnerable and hasn ' t 
got much s t eam in it, but the bonds look a l i ttle 
better . 

That ' s been simultaneous with a little improvement 
in the corporate market. The corporate marke t 
has been sliding pretty steadily until the l atter 
part of l as t week, wnen it stiffened up. Been a 
little recovery of e point or so in some issues, so 
there is some feeling a round t hat perhaps .the ad just­
ment has been made, c t least for the time being, to 
new money conditi ons . 

\ 

But there is no v ery considerable change . There is 
no change in level r eally since you met here l ast. 
The only change i s in the feel of the market being 
a little steadier . 

l'le 've got to decide three things today . We ' d like 
your advice . They really ell pret ty much go together. 
One is , shall we start next week selling 50 milli on 
dollar s worth of bills into the 15th of June until 
we have sold )00 million? Two, s hould we call the 
April maturities and refinance them on the 15th of 
March? Three, should we ask for any new money? 
If we decide those three things - I mean we should 
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decide to do all of thee, then what kind of a 
piece of p&per 1.e give for the t.pr11 maturity ; 
we wouldn ' t have to decide tha t until next week . 

In some ways , the easiest way to discuss those 
would be in the reverse order , wouldn ' t it, because 
the a ski ng for new money is in a sense the key to 
what you' d do . 

Well , I don ' t care how, but that ' s the problem and 
we ' ve got to make up our minds today on that • 

.. ell , the situation with reference to new money is 
about like it wa s a week ago, isn' t it, Dan? 

Not changed materially . The only point in the pic­
ture where we might at all be Horried woulo be the 
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end of May , where t he balance might possibly drop 
below five hundred million dollars . And if it did 
drop down there and then it looks es though we needed 
some money, we could ha ve a littl e hundred million 
dollar issue of bills in ~ay and put them in September . 

Yes . Ylell, I still feel tha t 1t would be much more 
desirable to get along 1•1i thout new money t his time . 
I think i t would be very helpful to the market . I ' d 
like to suggest the refunding of the Apri~ matur i ty 
in IJarch • 

• ~ell, of cours e, ovha t we have done here is - I have 
had a policy that we wanted to keep a billion dollar 
balance . i/ell, we lot tha t go by the board and we 
are r unning much closer to the wind thl'n we ever 
have before, and I don't parti cularly like it. But 
on the otner hand, if we kept up our balance to a 
billion dollars we ' d have to ask for more new money 
and we might tighten thipgs up and see money rates 
go up, and we ' d all ge t blamed for it . 

I t just isn' t the best time to ask for it. Then, 
with t he tax money coming i n, if it should be mor e 
than you expect, why , you may not need as much new 
money . 

As I s ay, I don ' t like to run as close to the wind 
as we are now, but we •re doing it ; and as f ar as 
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the Treasury goes, we've about made up our mind 
that by using the bill market , why, we can squeeze 
through to the 15th of June without asking for new 
money. As I s ay, we are doing it only for one 
reason, and that is not to aggr avate the situation 
between now and the first of !Jay, while you fellows 
are raising your requi rements. 

Give the market a chance to adjust itself to these 
increases, and of course after the first of May 
we'll be able to know ful l y just what the effects 
are and what the situation is a t t hat time. 

uith your deficit not incrEasing any longer, you 
naven ' t the same motive for keeping your billion 
dollar balance intac t a s you did before. 

No, but it was so inexpensive. 

Yes . 

It cost us about a million a nd a ha l f, two million 
dollars, a year - that billion doll ars - which was 
awful ly cheap . I mean that ' s what it did cost us . 

While you had t o be constantly maki ng new offerings 
in large amounts . 

And we coulcin ' t tell. I al::ays wanted to be in the 
position that if the market tried to bold me up ond 
I couldn't borrow f or three months, I wouldn't have 
to borrow for three months. But, as you say, that 
situation seems t o be passing . Hub? 

Seems to be. 

Do you think, Randolph, tnot the bill market would 
be able to take fifty million commencing next week 
at Pbout the present r ates? 

Very nicely, I think. I think the June bills will 
sell at around a quarter or even less. As a matter 
of fact, there ore transactions now in June bills . 
There were some this last week a t .05. Of course, 
that doesn ' t mean that you can sell new bills a t that 
rate . But I would expect them to go at around a 
quarter, if not under that . 
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Ui ssouri has a tax l aw which makes it advantageous 
for people in Uissouri to hold June Treasury bills, 
so that you could expect some substantial bidding 
from that quar t er . 

Nhen does tha t Illinois .• • • 

Illinois is April firs t. 

What ' s that, a t ax on deposits? 

I think so . On bank aeposits. 

Personel property t ax of some sort . 

Would the State of Uissouri bey altogether fifty 
million dollars? Wouldn't t hat pretty well mop 
t hem up? 

Well, they ' d be in on each orfering for ten or 
fifteen million, I guess . It ' s an item. Then 
there are corpora tions that want short bills ; so 
t here would be a very good demand for those bills . 
Now, it may affect a little the rate on the longer 
bills, but I don ' t think very much. That is, I 
t hink that will stay under a half. 

Well, I ' m going - ! mean I'm planning this whole 
thing on the assumption that we can sell these JOO 
aillion on top of the nine months . 

Yes, I nave no ~uestion &bout that . 

You do or don 't? 

I have no question about that , especially i f you 
are not a sking for new cash in the March offering . 
That will make a difference . That will make a real 
di f'f'erence in the feeling of the market about the 
bills . 

We had a little meeting last night, and we feel that 
by using the bill market and perhaps starting in May 
to sell into September, way, 'lie can squeeze through . 
No t have too much of a margin, will we? 

No. 
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And selling a hundred million in May if necessary -
the last of May, for Sept ember ma turity . 

Start whenever necessary after t he first of May . 
I mean we wouldn ' t start before . 

Tha t ' s right . 

But we ' d start any time starting after the f irs t 
of l&ay . 

You may find after you sell your three hundred of 
bills maturing in June t hut t he situation is such 
th£t you want to continue t o sell them instead of 
stopping after selling for your •..• 

You mean s tart t ne middle of Apr il and put them 
into September? 

Yes . ~ither new, if you need new money, or the 
outstanding bills as t hey come due; instead of 
nine months, put some of them in September . Of 
course, you can c r·oss thu t bri dge when you ge t to 
it . 

Nell then, t he only other t hing is t he question of 
calling the April note on the 15th of Yarch . 

You feel there i s ~n a dvantage , don ' t you, in 
keeping them on a quarterly period, inasmuch as . . .. 

;·;ell, what ' s this, t he fourth or fU'th meeting? 

Thir d or fourth . 

I mean we ' d like t o get it over , concent rate on the 
thing , clean it up, and tnen we •ll go on to something 
else . I mean I like to get it behind us . 

Well , I t hink it particularly advantageous to get 1t 
behind you, in connec tion with putting out these new 
bills . It tells t he market the whole story, so they 
know what the s itua tion is and they can be prepared 
to deal with it and have it well out of t he way before 
!lay first - the 1vbole thing l ai d out . 

But we agree on this three-way pr ogr ao. I' d announce 
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at~ press conference that this is what we're 
going to ao end the only thing we haven't decided 
is \'that kind of a piece of paper we • 11 give the 
April holders !n exchange for their notes . And 
that would give the market a week to shake down . 

I think that ' s a good program . 

Then we ' d announce it on the eighth . That ' s a 
!.!onday, huh? 

(llods yes) 

Exchange . And let it run through until Thursday -
Thursday or liednesday . 

I 1 ve gone into tha t. 

That ' s plenty of time to handle it . 

159 

If just exchange, yes . There's no 4uestion about 
padding and no question about going over subscrip­
tions on an excnange . That is just a simple mechan­
ical oper a tion. 

You won ' t need so long then, will you? 

If he does it on March eighth, that ' s all right . 

Open three days, two dbys . 

Three days is a little better, I think . 

You lean a little to~ards doing the April in Uarch, 
don• t you? 

Yes . I think ti1a t you bave announced from time to 
time tha t as f ar as possibl e you wer e going to do it 
on quarterly d ates . I think that ' s a pretty good 
principle . No\v, while on this particul ar occasion 
it might be a little easier to price your new issue 
if you waited until April , the market has setlled 
down a bit since Ne were here l ast, and I think the 
principle of doing the thing on quarterly dates 
offsets any advantage there would be in waiting, 
although I see the point of waiting and I ,.s a t 
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first wholly sympathetic with that while the 
market seemed to be very unsettled . But r ight 
now the market seems to be in very good shape 
t o t ake an issue . 

Who are the principal buyers of long bonds? 
Bank buying? 

No, not banks much. 

I mean in the interior banks . 

Oh, a li~tle sca ttered buying . Insurance companies 
go into tne m&rket every once in a while end take a 
little jag of them . 

Jostl y insurance companies are the investors? 

Yes, but there is still some bank buyi ng here and 
tner e . 

You see, since we have announced the i ncrease of 
reserve r equirements , si nce January JO, the 
ten- twenty year bonds have increa sed seven thir t y­
seconds, so it did to the long market Qbout what 
we expected . 

Intermediates have gone off about the same, haven ' t 
they, ~arriner? 

~es . The less tnan five year ones have gone off 
seven, and the five to ten have gone off rive 
thirty-seconds, but the long ten-twenty ' s have gone 
up . 

But your note market is shot . I mean where we got 
a five year at one and a 4uarter , we ' d have to do it 
at one and a half no'N. 

That ' s right . 

~et they haven' t gone off a gr eat dea l . I t ' s Just a 
weak market . 

I mean Ne couldn' t sell a five year note unless we 
paid one and a half . 
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Don ' t you think there is another reason for it, 
though? The exchange privilege i s far less certain. 
In other words, people were •..• • 

You know wnat 1 s ha ppened to your premium of your 
Aprils . They ' ve come right up again. 

oo'hat I S that? 

Come right back up again. 

Yes, because they know - they expect to get the right, 
of course, to take some o f the security bond. 

I mean for a while it disappeared and now it' s come 
right up again. 

Of course , if it becomes apparent , I think, that 
at each note ma turity there is going to be a 
refunding and an opportunity to convert, they ' ll 
have a premium. But as you get surplus revenue 
hnd begin to r etire some of them, don ' t you think -
don r t you think that has had an influence on the 
notE market gener a lly, the thought that during the 
next five years there wil l be very little oppor­
tunity to convert, &nd tha t in itself ba s been 
worth fully one - has been worth a point? I 
think tnat, ~: s vtell a s the increase in r eserves , 
has been a big f actor in the note market . 

Yes , I t hink i t is 4uite extraordinary how well 
the note market hus held up under present circ.um­
stances . 

I think there ' s been a minimum disturbance. 

The New York banks are getting gradually &d jus ted, 
so as the reserve incre~se goes into effect they will 
be prepared for it . 
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r'or the March first increase, t here is only one 
bank that sho'A'S any shortage to amount to anything -
last night or t he night before last - and tha t was 
t he Na tiona! City , 24 rnill1on. But they had a 
whole wad of Treasury bills, eighty million of 
call loans, and a portfoli o of acceptances , so 
there ' s not the slightest difficul ty about the 
llarcn first increase . Now, for May first there 
are s till some adJustments to be made , but the 
way it's worked out for Uarch first makes it 
clear tha t they ' l l be able to work that out without 
any seri ous difficulty. 

But the deficiency is getting less each week . 

Yes, tha t ' s right . 

It hasn ' t affected the call money merket yet , has it? 

No, everybody - 4uite a number of cleari ng house 
banks have been talking about - have had some meet­
ings about what to do about the cal l rate . I think 
at present the i nclinution is just leave it alone, 
t he idea being that anything they did now would be 
r a t her artifi cial end they ' d better l e t na ture take 
its course; tha t if they should put the r ates up 
now tney ' d be pushing them up ahead of the trend . 
I think their feeling is, too, that if they pushed 
tnose rates up they ' d drow out- of- town money and 
tneir orm call loans would go ao.m, and their 
earnings would decr ea se . So that is the way, of 
course, your - a way, of course, your New York 
position could be e~;ual1zed : if the !lew Y:lrkers are 
slack, get those r a tes up a little bit and out-of-town 
money would begin to come in. 

Well, there isn ' t much a rgument here today, is there? 

Hard t o get a fight here today . 

What? 

Nice pl ace to r est . 

You asked us last week vbout selling Treasury bi lls 
for book credit. 
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Yes 

And we have explored that some . I t hink tha t both 
the Boar d people and ourselves see no obJecti on to 
that, if it is desirable on certain occasions to do 
it . Of course , it isn' t quite in accordance wi th 
the pr actice and the usual form on Treasury bills . 
They are r egarded us a cash obligation. But that ' s 
r a ther a formal matter and we don ' t think that needs 
to s tand in the way of doing it if we want to f r om 
time to time. 

·:,ell, we wouldn't want to do it on the firs t issue. 

No . If you' re selling an i ssue tha t falls right 
a round the 17th of March, it might be well on that 
occasi on to ~o it . 

We might want to ao 1t on the 17th and 24th. 

Yes, depending on what your cash position looks 
like . 

That ' s right . 

It would certainly give you flexibi lity in regul~ting 
or controlling the balances that you've got wi th the 
Reserve Banks, wouldn't it? 

'J.nat 1 s rignt . 

That wil l be more important a fter May first . 

Yes , I think tha t's right . 

On t ax dates after Yay first . 

Well now, I •11 - let ' s put it this way . Does anybody 
have any suggestions why we shouldn' t do the three 
things thut I spoke of : No new cash, call the April 
note on the 15th of March, and 300 million bills? 

Commencing next ,teek? 

Oh- hull . 

You'd go right t hrough the 17th? 
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Every week . 

Every week until we ' d sold three hundred million. 
lie 1 d do it for six weeks . I don • t like to break 
the t hing . I mean it attracts too much attention. 
It might be interpreted as a sign of weakness . VIe 
ought to be strong enough that we could go right 
through and sell for six weeks . 
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Nell, giving book credit would help the situation 
if it happened to be tha t your balances were - due 
to taxes, were abnormally high and that i t reduced 
reserves accordingly. It would immediately offset 
it so that you could go right through without having 
any effect at all on the market . 

We ' ll watch it very closely . 

There being two issues in the picture, we could give 
book credit on either one or both, so that we could 
t ake in effect - put 50 mill i on dollars credit or 
100 million dollars credit, anc then pay off the 
maturing bills out of our cash balance, which would 
work both ways really . 

Well, it ' s nice to have everything so agreeable, 
isn't it? 

Well , bow cany meetings has it taken? 

Four or five . 

'liell, the only other thing, while you ' re here - does 
anybody Nant to offer any ideos wbDt kind of a pi ece 
of paper we ' ll give in exchange for these April notes . 

Want me to s tart? 

Sure. 

Well, I - my present view is that it would be wise 
to offer additional amounts of the bond tha t we 
issued 1n December - of the 2l percent ' 49- ' 5J bond . 
That is in the group of bonds that have stood up 
very well, for which there is a good demand . If you 
go into much shorter bonds than that, you get into 
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an area wher e the pri ce readjustment has been 
going on. I think there would be no difficulty 
about selling an additional amount . It is within 
t he r ange where it gives you maturit i es that you 
could call or r efund with the money t ha t may come 
t nrough in those peri ods . 

No',,, the al t ernative .. .. 

:.ait a minute, you di dn't say how much pr emium. 

•~ell , you set it a t li premium - that is somethi ng 
you can ' t do until Jus t t he week ahead of time, 
Just a few days ahead of time. 

.'/hat 's today ' s premium on that? 
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You can sell a half to three quarters of a point as 
premium . 

Wha t • s •.vorrying me - if we sold it a t 101, there 
would be five mi lli on dol l ars . What would we do with 
the profit? 

Vlell , there 1 s anot her ar gument f or using the obliga­
tion. It ' s just as good for you as the a lternative . 
The Hl ternative bond would be a little longer maturity, 
say a ' 5J- ' 54· But I can't see any advantage whatever 
to the Treasury in thot additional year on the ma­
t urity . It is one year short er - l onger on the call 
da t e . You couldn't call i t in hS early , you couldn 't 
refund i t a s ear ly , and the additi onal year on the 
maturity i 1\ no g reat advantage, I think. 

Well, Burgess , how much - I've never done this s ince 
I ' ve been here - how much premium, how many points 
d ifferenc e between the morkot and what we •d ask -
price the new bond? How much spread should there be? 

Oh, there ought to be a t leas t half a point on a 
refunding . 

Half a point? 

Yes, you can cut it fair l y close on a refunding of 
t his sort; you don't have to offer a point . We 
usually offer a point on a bond i s sue where you are 
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selling it for new cash. But on a refundi ng 
half a point is adequate . 

Now , you have to remember tha t t he Aprils on 
March 15 are worth a quarter o f a point - just 
the inter est froa them. 

rie only pay them interest once . 

1C6 

Yes . olell , if you•re r efunding i n sma l ler coupons, 
you've got to offer something tha t ' s val uabl e enough 
to make up the difference. 

But we wouldn't pay them double interest . 

No, no, we ' d pay t hem just one interest . 

You mean t ne bond would have to be worth t he quarter 
point before they get any premium. The bond would 
have to be worth a 4uarter more than par to offset 
the other . 

Otherwise t hey could cosh it in and buy some thing 
when t hey got the cash. 

Yes . 

But if you had something tha t was North three 
4uarters of a poin t pr emium, i t would go al l ri0ht ; 
tha t is , a ~uarter of ~ point for the interest ond 
half a point velvet. You could even cut a l ittle 
finer t han that. 

The ' 51 i s worth close to· that . 

• 51 is worth 101-14 - the ' 49- 1 5Js are l'torth 101-14. 

No, I mean the 1 51 call date . 

You mean a new bond . 

I was jus t t hinki ng you wouldn ' t want to put out a 
new bond on this small issue . 

' 51- ' 55··· 
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I wasn ' t thinking or ••.. 

••• selling on a 2 .46 bosis. 

I was t hinking of a two and a hal!' bond wi til a 
1 51 call d ate - would give you just about the 
premium tha t you are talking of here . 

Be jus t about a little less, I sllould think . 
About a half point premium. 

On a 1 51? 

On a ' 51 call d a t e . 
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Of course, tne maturity - if you look at this chart, 
any matur i ty beyond 1 51 ought to sell on better t han 
a two and a half percent basis . The line crosses in 
1 52 . Of course, this last issue is perfectl y cock­
eyed . It shouldn' t be selli ng where it is on the 
basis of tile maturity . It is because the market 
prices it on the call d a t e . And t he minute you had 
any change in interest r a tes , so t hat they began to 
price it on the maturity d ate •.. 

And it gets below par; tha t ' s wher e it will go. 

And the thing dr ops t wo points right off the ba t. 
So I don't see wily the market l ikes this bond. But 
t ney do . It aoesn 1 t make any sense. 

What? 

It doesn't make any sense . 

It is a popular bond . 

It •s a very popular bond, but i t doesn' t make any 
sense . 

It is still high, even on the call basis. 

Yes . 

~nat ' s the two and a half . 

~eople don ' t like to buy premium bonds . Just a matter 
of bookkeeping; put premiums on tlleir books and ar l te 
them off . Perfectl y sill y thing . 
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Well , do I gat her your inclination today i s we 
use thi s two and a half bond? 

Yes . 
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Sell it a t a premium - whatever pr emium t he market 
would call for at the time . 

That ' s right. 

Gi ving - you think 6bout half a point is all that 
it ' s necessary to give . 

That ' s right . 

On the conversion . 

A l i ttle over half a point . 

Have to allow for a 11 ttle saggi ng after you make 
your announcement. 

Give t hem an additional amount . 

Allow t hem their interest t he 15t h of April? 

Be a nice pr emium . 

Vlell , you can ao that or not, j ust as you wish; 
do tha t either way , &llow them the interest or cut 
it off, &nd you c an price it accordingly , either 
way you want to . 

Way I suggest t ha t the m&rket is now - I think the 
Apr il notes are sell1ne obout 22 thirty-seconds above 
a no yield basis . If the 2! 1 s uere priced a t par and 
thr ee quar ters , that would be a difference of ubout 
22 thirty-seconds . 

Tha t ' s right . Not allowing t hem any inter est . 

No, exchanging them flat on the 15th. 

About 22 thirty-seconds is what you would be al l owing . 

That would be half a point gravy, so to speak, end 
six or seven thirty-seconds interest. 
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If you don't give them that, then they are selling 
a little bit too h!gh today, aren't they? 

Yes . 

Well, I ' d try to cut i t a little close, because I -
t hese right s ought nol to be worth as much . You 
ought not to ha ve to give as much gravy if you are 
not raising new money . We have been pretty generous 
with the market , and it was a wise policy, but you 
were raising new money all the time and you had to 
appeal constant l y to a· new market. But if your debt 
is steady and there are prospects of beginning to 
retire it, you don' t have to make so large a present 
to the market; you don't have to put as much honey 
on it to attract the bees . 

Hell , unless somebody has got something else, 
i.larriner, I think v.e •ve gone as f ar as we can . 

I haven ' t unless some of the rest of you have got 
some questions. I •m well satisfi ed personally. I 
think t his is fine. It pleases me a hundred percent . 

I should think you would be . 

Why? 

1'/e changed - H we changed and came out o.n a billion 
dolla r i ssue on the 15th of !.larch, and the rate came 
up, and we just nad to raise the money, you ' d have 
to go up and explain t o Congress . I ' ve already done 
t hat. You'd have t o explain all over again. 

You' d have to go up and change your testimony . 

Yes . 

Well , I want to take pity on the Congressmen, so I 
won 't do that . 

Well , I ' m glad you ' ve got pity for somebody . Anyhow, 
I don't care who, just so the progr am's right . 

I talked to the President ebout this yesterday and 
I said, "Talking seriously, this is important - demon­
s trates how important it i s t hat two organizations 
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work together , because t he one can absolutely 
nullify t he other ." I mean we•ve Just got to 
work toge t her . 

Yes , sir. 

110 

On the ma tter of t hose rights, I •m wondering if we 
haven ' t about reached a point where it would not be 
a bad policy i f the Secret ar y would announce very 
definitely tha t the bonks couldn' t in the future , 
certainly after this refunding , expect an exchange 
issue for the entire amount - cut off some of this 
negative yield business . 

You oean before this? 

~es, I t hink i t ought t o be done a month before . 

You mean before or after this March 15? 

This announcement would not apply to the April , 
because he would say at the same time that he was 
going to offer full exchange for Apr il. But l et 
it apply to the September , which is now selling for 
a two dollar premiusn . 

Go t to be done some time before . You al\,ays trea t 
your customers right, give them aavance not ice, so ••• 

How about giving them a leak on that, Dan? 

Let ' s see, your next mc t urity is in Sept ember, 
isn' t it, Dan? 

rlight. 

You t hink you're going to want to ~tire some of those 
. for sinking fund? 

I think that al l depends on what we do 1D June . 

or course, I've never been worried about these rights 
things as much as some people have. After all, 
it's a child of these very cheap money rates, l argely . 
You get money r a tes up a little bit, short t erm money 
rates, and these short Governments would be worth a 
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Bell : 

Burgess : 

!I ell : 

Burgess : 

Eccles : 

Bell : 

Burgess : 

l:.ccles : 

Bell : 
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little something . The giving of the exchange 
privilege , after all, doesn ' t cost the Treasury 
a tiling, but on the contrary 1t makes its short 
term obligations sell at better prices , so that 
it saves the Treasury money, and I don ' t see that 
it does a great deal of damage . Now, if the 
Treasury program requires that you shall r etire 
some maturing obligations for sinking fund , that 

171 

is another question . But if there isn't any ~ues­
tion from the point of view of the Treasury program 
of cnanging it, I don't see any necessity from the 
.,oint of view of' tht. money mark11t of doing 1t . 

\'/hat I am t,ninking of is supposing we announce on 
September eighth tha t we are only going to &llow 
a privilege of exchanging eighty percent of the 
outstanding notes . 

Why should you went to do tha t? 

Well , for some reason, of course : thut we are going 
to r etire tne 160 million through sinking fund or 
some other operution . 

tlow, aren ' t the holoers going to have a kick and soy, 
"Why didn ' t you tell us this? We pai d a doll:~r and 
two uollar premium for tnis exchange privi lege . !low 
you•ve deprived us of that." nno I don't think the 
Secret ary ought to be put in that position at any 
tine . 

Justly or unjustly, some of them say that. 

No justification, bect use you 1 ve real ly made no 
pr omise or obliga tion. 

on the other hand , if the Secretary announces that 
at the present time, it will immedi ately affect 
adversely your whole note market. 

That• s why 
done now . 
June. 

I asked you if you meant it should be 
It seems to me you might 'Neit until 

That ' s sufficient time . 
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I would suggest that nothing be said about it, 
certainly, at this time . Nai t . .. 

... until after this refunding . 

172 

Yes, after this refunding . And when your June -
by the time of your June financ ing, say something 
about it . 

Of course, Bell approaches this from a purely 
aisinterested viewpoint, you see; we don ' t own 
any notes . I just knew what Burgess would say . 

As a matt er of fact , I never thought of that . 

How many do you own - the System and the banks and 
everybody else? 

Well, we ' ve been very generous in our support of 
tne note market. 

There i s a perfectly l ogical reason for doing it, 
which is that subscriptions for cash are a t such a 
low rate the people are kidding about it like the 
devil, and you do give an unnecessary pr emium to 
the original holder . 

As a matter of f ac t, they drive your r ate up by 
offering those high rights. Never able any more 
to c ut tbe r ate tnin because of those rights . 

No, I don 't think that hinders your cutting the 
rate thin at all . 

Sure, Burgess, we usea to finance - used to get by 
with eight or ten thirty-seconds; now you•ve got to 
give a dollar or more . 

If the Treasury is in a position where i t is not 
asking for new money, I think you can cut the 
premium very thin. 

I ~uestion whether you can cut it thin i f your 
rights are so high ; maybe that will drive your 
rights down, I don't know . 
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I think i t will drive them down. 

.Vell , that ' s a pleasant 11orry . 

That ' s a swell thing to be worrying about. 

Well, there wasn ' t any controver sy her e; I thought 
there ought to be something . 

Like to bring Henry Murphy in; he ' d start something. 

Well, do you think we ought •• • We 'll 
up our mind next week what we' ll do . 
want t o come over once more? 

have to make 
Do you r ellOIYS 

1/ell, I don't t nink i t is necessary, unless you . . • 

1Yell , I ' d like Burgess to come down anyway . 

Wel l , i f he ' s coming down and if 1re1 11 be here, 
we•ll be glad to come over . I don ' t think it would 
be necessary to a sk Fleming ; he ' s not feeling good 
and he ' s had the flu, and he said unless it was 
absolutely e ssential he ' d prefer not t o make the 
trip down from Cl eveland. I told him 1t wasn ' t . 
So I wouldn ' t ask him to come do~~ or ask George 
unless .•. 

Is he coming down next week? 

Do you know, Randolph? 

I think be may be back next week, but I don't know 
jus t '"h" t day be coces . 

Well , even if it ' s only. . . • The thing may change 
again . I'd like very much to have a - I'd like to 
have another meeting a Reek from today . I mean i t 
basn' t every time been so easy ; when 1•e first started 
it wasn ' t so clear . 

It •s been a question of clarification thr ough the 
general situation. 

If you don ' t mind, I ' d like your crowd to come over 
once more . 
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All right, tha t will suit - it ' s convenient f or us . 
I don't know whether these men will be here or not , 
next week . 

Oh yes. 

You ' ll be here. You be her e , Chester? 

Yes . 

If not, Ronald or mnybe Joe Broderick . They ' re both 
away. But at least three of us will come over . 

Good . lind then I ' 11 a nnounce tomorrow morning what 
we a re going to do - everything except wha t the 
exchange will be . 

All right . 

That g ives them a chance on i t . 

That ' s fine . 

Have you sol d a bonded premium •.• 

Ever? 

Recently . 

l~ot r ecently. 

I didn't mean ever . 

!lot for several years . 

About ' 28 or 1 29 . 

I t won't bother anybody . 

All right . Thank you for coming over . 
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Rai lroad Retire~ent Act 

Februa ry 24, 1937 

Magill ' s memo to Secretary reporting on Latimer ' s conference 
with Magill and Oliphant when La timer submitted three proposals : 
that fUnds from Social Security be diverted to pay part of cost 
of railroad retirement allowances ; that administration of rail­
road retirement t axes be transferred to r ailroad r etirement 
board and that Carriers Taxing Act and Railroad Retirement Act 
be consolidated . (!.,ti) 

Uarch 1 , 1937 

Olagill' s memo to Secretary reportlng phone conversatlon with 
Latimer concerning Dow-Jones ticker report of agree~ent between 
railroads and empl oyees on retirement olan. " \ ... . "'~- ~ •-t ~ 

~.!arch 2 , 1937 

HM,Jr saw Presi dent and gave him memo on railroad retirement 
allowances in which it was suggested that the President call 
a mee t tng to discus s it . President suggested tr~t Altmyer , 
Latimer , Magill , Bell and HM, Jr discuss it and then report 
back to the President. , . ,~ 1 

!.larch 2 . 1937 

Meeting, as suggested ~ President, in RU,Jr's office. Altmeyer 
said Pelley and Harrison, railroad representatives, went away 
from conference with Presiden t on Friday with understanding that 
President had committed himself to a plan for extending the pro­
tec tion of Social Security t o railroad industry which would be 
financed out of additional t axes than t hose provided in Social 
Security Act . Draft of telegram to r ailroad people prepared 
for checking with \'lhite Bouse. 6'f'i'l, ~~~ 

March 3 , 1937 

Copy of Lat imer ' s memorandum on the Railroad Retirement Situa­
tion. f ,_,. < 

March 4 . 1937 

RU Jr ' s telephone inquiry of Latimer to know whether telegram 
had been despatched . Latimer said he had been teying to find 
out from Mcintyre. \ . .,,. , .... ~ 
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March 4 . 1937 

HU, Jr •s telephone conversation with President . President 
said he would give the telegram to Mcintyre. f~t. 

March 5 . 1937 

Magill ' s memorandum to Secretary reporting on events t o date 
on the Railroad Retirement matter . HW, Jr took t his to 
Cabinet today . Cb~ .$'f, 

6
. ~'I 

llarch 6 . 1937 

Copy of Gaston 's memo to Magill in which he reported that 
Steve Early asked for some statement he could make to Pelley 
and Harrison to stall off publicity, 

March 8, 1937 

Mr . Haas' memo to Magill giving an analysis of the proposed 
railroad retirement bills . 

March 8 , 1937 

176 

Magill 's report of conference on the legislation , Treasury 
and Budget estimate Treasury will los e serious amount of revenue 
from adoption of the plan. Copy of t his report went to Presi­
dent today , 

March 8 , 1937 

Mr , Reagh1s memorandum to Baas, disagreeing with the actuarial 
estimates of tbe Railroad Retirement Board. 

March 16 . 1937 

Magill's telegram t o President that rates of tax in proposed 
legisl~tion are much too low to meet requirements and Treasury, 
Budget and Social Security t lLLnk it better to continue present 
legislation, 

March 17 . 1937 

Mr. Magill's memorandum reporting his conference with Congress­
man Dougbton in which he told l.lr . Doughton that our calcula­
tions indi cate that the proposed bill would fall short by 
several hundreds of m.illions of dollars of meeting requirements 
of the retirement act . Mr. Doughton recommended Treasury press 
announcement t o this effect . Altmeyer also agreed on having a 
press statement. 
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March 17 . 1937 

Kagill1 s memorandum reporting Latimer ' s telephone call in 
which the latter said he had heard from newspaper men that 
we disapproved of the agreement between the Carriers and t he 
railroad men for retirement allowances . Uagill explained 
to Latimer that Treasury did not disapprove of the agreement 
but that our calculations shoVIed returns were too low to pay 
t he agreed allowances . 

177 

Vfuen Magill reported this conversation to the Secretary, HM, J r 
asked Magill if he had checked with Senator Harrison, Congress­
man Doughton and llr. Altmeyer and llagill said he had with the 
exception of Harrison, who was out or town. 

March 17 , 19'37 

Record of Uagill 1 s conversation with Jlr , Latimer, giving text 
of press release. 

March 17 . 1937 

ldc!ntyre 1 s tel ephone call to Llagill saying President would 
prefer that no statement be made or, if it should be, that 
it be made clear that calculations of insufficiencies were 
pr eliminary actuarial computations . Magill called his at­
tention to fact that statement was almost exact wording as 
suggested by the President. Mcintyre asked Magill to call 
HM,Jr . Magill did so and HK, Jr then telephoned the President. 

March 18 . 1937 

Pres s release 9-86. 

March 18 . 1937 

llr . Haas ' memorandum to ur . Magill in which he states that the 
Treasury act uary has found information which indicates posi­
tively that the Railroad Retirement underestimated cost of the 
proposed bill. 

March 18 , 1937 

Magill's memo 1n which he reported that , acting upon the Secre­
tary ' s suggest ion, he had informed Ur . Altmeyer that the Presi­
dent had approved t he form of our press release. Magill t ele­
phoned Daughton and suggested a conference with him and Senator 
Harrison and Doughton thought thet was a good i dea . 
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Karch 18 . 1937 

Uemorandum of conference held 1n Magill ' s office on Karch 16, 
1937 to discuss the proposed railroad retirement bill, 

Mar ch 23 . 1937 

Magill ' s memorandum of luncheon meeting with Mr . Altmeyer in 
which Altmeyer reported that his ac tuary, Kr . Williamson had 
computed the cost and found it would run between 8 and 9

1

per­
cent of the railroad payrolls and t hought Latimer ' s est imated 
retirement age of an average age of 70 was too high. 

March 24. 1937 

Copy of the bill entitled "An Act to establish a retirement 
system for e~ployees of carriers sub j ect to the Interstate 
Commerce Act , and for other purposes, • approved August 29, 
1935 . 

March 24 , 1937 

Kr . Reagh1 s memorandum of probable cost of the proposed rail­
road re t irement Bill. 

March 24. 1937 

Magill ' s memorandum of his conference with Representatives 
Ooughton, Cullen and Cooper at the Capital at 2 :15 p. m. 
Daughton s t ated there was disagreement between actuaries as 
to probable cost and Cooper remarked t hat t he Ways and Means 
Coomittee always accepted Treasury ' s estimates. 

!.larch 24. 1937 

Meeting in Senator Harrison ' s office following meeting With 
Representatives Daughton, Cullen and Cooper . Daughton sug­
gested that principal questions at issue should be referred 
to the President. Agreement reached that legislation should 
not be introduced until next week. 

March 25 . 1937 

Magill ' s tel ephone conversati on with Secretary reporting con­
ference on the Hill 3/24/37. 

March 25 . 1937 
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Latimer • s call on Kr. Magill to discuss his. calculations of 
t he necessary tax. Latimer reported that Harrison had given 
him the impression that the President approv~d of the agreement 
in the form 1n which it had been made. 
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March 26 . 1937 

Usgill's memorandum in which he stated that Alt meyer' s actuary 
had rep?rt ed that after conference with Ur. Glenn, t h e actuary 
f or the Retirement Board, both men agreed there was no evidence 
to show anY di f ferential in favor or the r ailroad employees 
prior to the year 1890. Altmeyer thought, therefore , present 
t ax r at e of 7% shoul d be retained , 

Mar ch 31 . 1937 

Magill ' s report of conference between HU, Jr . , Senator Harrison, 
Congressman Doughten, Mr . Bel l and Mr. Magill . Harrison i s 
t o confer with George Harrison, represent ing t he brotherhoods, 
and Mr . Pelley , representing the railroads to have them accept 
proposed compromises on rate schedule. 

March 31. 1937 

Press confer ence following meeting of Senator Harrison and 
Congressman Doughten in Secr etary's office. 

April l. 1937 

Magill's memorandum of conference with Senator Harrison and 
Messrs . George Harrison and Pelley . Last two w111 consult 
t heir respective groups and advise Senat or Harrison of the 
r esult . 

April 2 . 1937 

BK, Jr ' s telephone conversation with Senat or Harrison in which 
the l at ter reported he had not been successful in selling the 
Treasury 's plan t o the rail road groups . 

April 2 . 1937 

Board of Actuaries ' letter t o Secretary giving analysis of the 
various ac t uarial computat ions and Board ' s opinion in respect 
to the assumptions upon which the calculations were based. 

April 2 , 1937 

Doughten telephoned HK1
Jr t o inquire present status of railroad 

retirement matter. HU, Jr told h1m Harrison had heard from 
Pelley that rai l r oads would not go along and Vice President 
and he had dis cussed i t at Cabinet and President asked that 
Har r ison not introduce any bill and that he, the President, 
would send him a letter tell ing him why . 
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April 2 . 1937 

HM,Jr ' s memo to Magill giving today 1 s events in connection with 
the railroad retirement matter . He wrote Magill that he had 
told the President Magill would have a letter prepared by 12 
o'clock Monday, April 5th, to go to Doughten and Harrison. 

April 5 . 1937 

Conference in Secretary ' s office from 4 : 30 to 7 p. m. at which 
was used the memo from Magil l (attached to minutes of meeting) 
giving hi story of the mat t er from beginning to date. Decided 
because of disagreement among various actuaries to have actuaries 
get together at one conference and try to ascertain the actuarial 
cost, etc . , on this plan and report to the Secretary next week. 

April 8 . 1937 

Meeting of actuaries for general discussion of points of issue. 

April 12 , 1937 

Copy of letter from actuaries 1n which they state they unani ­
mously agree that scale of tax r ates is inadequate and advise 
against proceeding on the basis of the proposed agreement. 

April 12 . 1937 

Buck' s telegram that he concurs in letter si gned by actuaries 
and authorizes the aff1xation of his signature . 

April 1:3 . 1937 

Meeting of all concerned to d1scuss report of actuaries . HU,Jr 
said he was willing to start on a flat 7% basis with the under­
standing that the ~attar w111 be reviewed at the end of three 
years . 

Apr il 13 . 1937 

liagill ' s memo t hat Treasury people are examining latest drafts 
of the tax bill for the r a1lroad retirement matter. 

Senator Harrison 1nqu1red 1f Treasury would agree to revision 
of the rate schedule to 5~ to begin with, increasing 1n the 
course of 12 years t o a permanent rate of 5~· Magill reported 
this to Congressman Doughten . 
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April 13 , 1937 

Copies of the legislation (two bills) f or the railroad re­
tirement matter . 

April 13. 1937 

HM,Jr' s memo that he had reported to the President on the 
railroad retirement matter and had said he would take either 
plan suggested by the actuaries . 

April 14. 1937 

Uagill1 s memo of Harrison's second call about altering the 
- tax rates . Magill told the Senator that HU,Jr1 s position 
~as matter was now out of the Treasury' s hands and up to 
t he Congressional leaders . 

April 15 . 1937 

:.tag ill ' s memo that Dough t on had introduced the bill this 
afternoon with the 5~ - 7% r ate schedule. 

April 15 . 1937 

Copy of the bill introduced by Mr . Doughton. 

April 21. 1937 

!lagill ' s memo that Y/ays and Moans Committee t oday started 
hear i ngs on the railroad retirement legislation. George 
Harrison testified and Kent goes up tomorrow to present 
act uaries• letter and statement of Trea sury views. 
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TREASURY DEPARTMENT 182 
INTD OI"Pte& COMMUN ICATION 

Mtd'ebruaey 211, 1937 

to Tho Secr e tary 

,_ Uiea Lonieru> 

1 no a t tnching o. tull r eport o! oq Interview yeeterdey with 

Ur. John lhldor o! the J.lley Dwelling .Authority, becau.ae o! higb 

qualit)' o f Ur. lhlder ' a ju(lolent ud acco~~pliah:>enta in the 

houalng !1eld. 

l.lr. lhlder ho.s p roD18ed t o t hink over t he proble= of ua1Q6 

unakill&d labor in some form of boualng p roject !or the District 

ool!-help cooperative, Similar eX}l8r1mento were carried out 1n 

Vienna. l.lr. Ihlder agrees that It Ia no t o.t oll hopeless to Invent 

new h~ulin& projects for the u l ! - help COOJ!eratl ve In ilaahin&ton In 

1937, bat they will heve to be eooewhat di!!erent !roc those found 

Ulltul In Ricluoo!ld In 1932· 
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Uisa Kat horine C. BPuer was i n chert~ of adver tising copy tor 
HIU'court :Brace and Cot~, publishera , unt il 1932 or 1933· Wllen 
they reduced their advert ising atat t , Uiaa llnuer went to !Urope t or 
a1x conthn. She viaited houaing deconetrnt iona in GercAny, Auatr1s, 
'Uid Z:ngl811d under tba cUrect1on of Lewia l.'W:If ord. On her return, 
a&aln under his flllldance , she wrote a book on her travels. 

Since t hen aha baa worked with the lAbor Houaing Cont'erenco 
of the A i' of L, nnd hna done conault1ne; work fo r the National 
Resources Boord, PWA, and Resettlement. 

She 1s nol'l 110rki"6 tor t he World 1 a :B'nir in lie"' y., r'r.. 

Uise 3auer ~s a vivid personality nnd n quick mind. Her 
opyropch to housi ng ia t hat of n hich- grndo publ icity •orker , o~d 
nrePabler of preveiliD« ideas. She hall energy rntber th&n Jud4$::lont • 

• • • • • • 

!Jr. J ohn Ihldor hna the tollowl.nc O"Porience in housing. Hb 
Judl:l'ent is of extmordinarily high qnaltty. 

Fiel d Secret oey, Jlntl . Housing Aeon • •.... ..... ••••.• 1910-1916 
Unnaging Director, Philndelphin Housina Aaan ••• ••••• 1917-1920 
l~er, City Dovelop~nt Dept. , U. S. Chamber 

ot Comerce .......... ..... ....... . . • · ... • 1920-1928 
Executive Direct or, Pittsburgh Houa1ns Alan •••••..•. 1928-1933 
Consulta.nt , llat1 . Capital Par:< Md P1Mn1D« 

Co,.,i .. ion . .. ..... ..... . ........ • · • · · • · .. 1929 
Executive Officer, Alley Dwelling Authority 

for t he D. c ..... ...... .. .. ... · · .... .. · .. 1934 

Section Cheirmnn, President ' • Conference on 
HoMe Building .... . ... .. . ... . . .. . • · · · · · · · . 1931 

Uembor, Ph1lndelphia Zoni n& Cor.=inton ••.•• · · · · · .. · . 1917-1920 
Advisory eomm1ttoo on City Plann1ne, 

Commerce Dept .... . ....... ..... · · · .. .. · · .. 1921-1934 
Board of Governora , American Ci ty PlanniD« Inatitut e 
Kx~reaident, ~tl. Conference of Social fork 
Executive Coamit tee, l ntl . Souai~ Alan. 
U&aber Counci l , Int l . 7oderat1on for Houa1~ and 

Town Planning 
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ll.r. J ohn Ihlder of the Alley Dwelling Authority baa done the 

t ineet p iece of wor k in the housi ng field in t he United Sta tes in 

t he last four y&~~.n. 

Be 1e l1ai ted b7 l&w to buying lMd in COJ18'11 ted ..re&a in the 

Diatrict and r ebuildi ng only on thoee a1tea. He baa had &ppro­

pr1at1ona of a bout $ 700, 000. 

In spite of theoe oerious handic:Apa , llr. I hlder bns aol•ed the 

p rincipal p roblom in low-r ent hous i ng - the development of dea l~ eo 

1:00d t hat houaee c:ao be built at low coat without subsidy. All 

Ur. l hldor 1a r ei:IOde\1111(: bne been kept nthln coat l11111te which c:an 

be repaid out ot rente troo low-income ten&nta . 

Be baa built ooae nov houses and reoodelled oooe dwell~, 

putting in runnine; wat er , stoves and iCe boxea in what were formerly 

the worst slUM&. He h~& clearly in oind t ho need for bett er houpins, 

rt\ther than tm.2A bouai~~&• 

'l"ne housing exper iments of the laat four yao.re have fallen down 

!roo two p r1nc1p&l we&kneaaee - a deaire to e;ive low-1ncoae taolliea 

i deal housing at once; ond 1nauff1cient aki\l in design Md coot 

control to build chenply. 

Ur. I hlder knowa t hat it will neve r be poaaiboe to rehouse the 

anaaes ot ill - houaed Americans unle•• conatruction coats c:ao be kep t 

•er;y low. Be alao lalowa that the oJOall-unit houae Ia frequentl)' lower­

coat houeing t han l&re;e- ac:ale unite, bec:auae of len over head. 

llr. lhlder aeee cle&.rl;y t he distinction bet ween abort- term and 

l one;-torm housinc pl Dll& . He hoped to deacri be to t he Pr esident a 

p rocrnm for tiYO- year or t&~~-;yee.r houaea, of cheap conatruct1on wh i ch 
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1fOuld be iamediataly affective in 111eat1ng the houatn& abortaae. Owner• 

a hip o t theae houaaa would be retained by the Oovernoont which would 

be under ob11Qlt1on t o tear t h""' down in ten yaara , to p re'l'ent de•elo]>­

nent of new alu.a &nd new 'l'eoted interaata. 

I n t he "enntw, the IDOre slow IIIOVJ.ne prognu:2 of aubatant1nl 

conatruction tor t he long-term could get under WBf without eacriticing 

OQereency needs . At the same time, tenants who had been livint in 

slums would be alowly BdJuated to better liv1~ conditione, and ba 

mentally r ead,y to t"-'<• c:>~e of hiBh-&rnde bouainc. 

llr. Ihlder'a tunda to r construction are uaed aa capital for a 

revohing fund, with one exception. It t he Alley Dwel linc Author ity 

hna to buy lo.nd which hae a hieh coat becou.e it is overcrowded with 

buildings , and t hey decide t hat t he land ehould be rebuil t with few 

buildings , t hey write off the decline in land values a t once, and know 

exactly what their loaaes nre. This is In line •lth the beot p rnct lcea 

ot urbtln land uae - to decide on the beat aocial useo of the 1M d, t o 

fit the eapltallu.tion to r enl inco:~~e, nnd to admit t he loaa of 

epeculativo p rofit• nt the beginning. 

Ur. I hlder tnvore no other aubaidy f or hous ing but this. Hia 

low-rent bulldinBI repay full construct ion coata and normal eapital1•ed 

value of t he land. 

llr. Ihlder ' a p raaent diffioilty 1a that under the lP he can 

operata onlT 1n congn ted alle7•• Jr&quently 1t io not the beat uae 

ot web land to build low-rent boualng on it, It JIJIIJ:/ be beat f1 t ted 

torn fart~er ' o IOIIJ'ket , or it uay be n natllftll hieh-rent area . 
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lolr. Iblder , t herefore, cen rebuild tower unita than he tears down. 

He haa imoediate need tor authority in the act to build new houei~ 

equ\<ralent to the ....,unt ho tear- down, eftn 1r he has to acquire 

new aitca. 

Obviouely he ehould &lao be pel'llitted to go into nell' conetruo­

tion on lo~r-coat lRnd, insteAd ot be1Q6~iz1ted t o alley clearance. 

When rents go up M a. r eeul t or a houli~ ehort&ae they never come 

down, even after the extra houa~ ia built, 

lolr. I bldar h tully able to a pply tho aethoda he has 1r0rked 

out so carefully in lo.enington to a nat ional program superior to 

t hose noll' under ~· 
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TREASURY DEPARTMENT 187 
INT&ft O ll'f'le& COMMUNICATION 

MEIIlRANDUll OF THE DAY •S ACTIVI­
TIES FOR FEBRtiARY 2' oua February U , 1937 

To Secretary Kor &enthau 

1. R~ilroad Retireoent Allowanoea 

lolr . Latimer spent an hour with llr . Oliphant and "''fBelt t oday . 
He did not make clear preoieely whAt he ~ted, pr obabl y because he was 
not too sure in hla O\ln mind that he could perauade us to agree with him. 
His proposals , however, aoemed t o be three• 

(1) That enough revenue be diverted from the Social 
Security taxes to pay a part of tho coat of railroad re­
t 1recent allowances which the railroad• and their e10ployeea 
are ~mwl.ll~ t o pay themee1Yee1 

(2) That the aciJ:dniatretion of tho railroo.d retinmont taxes 
be transfer red to tha Railroad Retire~nt Board 

(3) That tho Carriers Tax~ Aot and tho Railr oad Retirement 
Act be consolidated into ono law 

Be t ol d ue that the railroada and brotherhoods have virtually agreed upon 
tho now provisions for retiring allo-.noee and that the rll ilroade, accord­
ingly, will drop their fight on the oonat itutionality of the carriere 

Tax~ Act. 

2 . Interatate Co;zerce Co=l.seion -- Undistributed Profits Tax 

J.lr . Eutman 1a coming over on lolaroh 3d at 3:00 P. ll. with 
!Jr . Bclea, to aee llr . Kent and "''fSOlf . 

3 . Non- roaidont aliena 

J.lr . Burgoae aa id he thought the propoaod traneter tax on 
ealoe t o or by ncn-reaident a liena would oauae a furore among the br okara . 
Be ie going to dhouu tho tax with eo• of hio Cllll mn in !low York who 

are t~liar with the aeourity ..rketa. 

Ill' . Kent met with llr . llt.loo!Js Bryan of the etatt or the 
Federal Reserve Boar d and Or. Goldocll!lidt of the atatf ot the Seouritiea 
&: Exchange Co:mioelon this ai'tornoon, to conaider tho kinlal in tho 

Tranator Tax. 

Another •tter "" need to consider 11 the poeeiblo a mendllent 
of tbe tax 011 tranatere bet""on our o., oi thene , einoe tho preaent aohame 
ot taxat ion beara no relation wh&tner to the nluoa of tho aaour it iu 

bought and ao ld . 
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Report ot d&y'a aotirltiea to Seoretary - 2/U/a7 . 2 

•• !ranalation or foreign tax lawo 

llr . Haas h&a agreed to go tor•rd with thia pr ojeot at onoe. 
We have juat had an example ot O\U' need tor auoh a oompilation 1n the 
taot that it haa taken ua all dq to tind out the atoolc tranater taxes 
illlpoaed by the pr1no1pal toreifiD oountriea and • have not yet been 
able to aaoertain the Dutoh taxoe . The lee:hlatin division would u•e 
a tranale.tlon of the tore ifiD tax lawe -.irt,.lly every day in the year 
and 10 would a number ot other dirleiona 1n the Department. 

Attao,_nt •• Conterenee with llr. Lat~r 
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TREASURY DEPARTMENT 

I NTCR O Jirllf'ICC COMM UNICATIO N 

o•n February 24, 1937 0 

To The Secretary 

J<oow l.lr o llqUl 

l.lro Le.tl.&er bed e lengtcy conference flitb Uro Oliphant 
and myself this 110rning regarding the proposed changes 1n the Rell­
road Retirement Act, l'hieb e.re in proeese of negoti.e.tion betYJaen the 
railroads and the brotherhoods . Mr. Latimer said that an agreement 
had been reached on the princi pal points and ~uld be put before the 
President on Friday. The detaUa to be considered in tbe remainder 
of this memoranduc ere net to be laid before the President. 

Lat.ime.r put up to us essentiall,y three questions, eltbouch 
in his conference be covered practicallJ' the entire background of 
raUroed retireaent legialetion. In tbe first place, be would like 
to !mow -.;bather we are qreeable to a utilization ot a part or tbe 
proceeds fro1:1 the Soeiel Security taxes to pey tbe coat of retir81Dent 
ello..ancea for rsilroad men . Rellroad men, as a group, are older 
than other e~:~ployees. Retiring allowances of the amounts 11hich they 
desire Tli.ll not be provided by taxes in tbe amounts which they are wil­
ling to pay (a total of 7% on t he pay-rolla divided equel.ly between 
the railroad and the eoployee) . 

llr. Latimer th1nka that 1t 1e !sir to u.ke other employees 
bear this ucess coat eltbough I ..,., not aatisfied witb tbe reeeona 
which be gave, and it 110uld seam to ae that we 11187 be creating a ,...,. 
undesireble precedent for e1siler epeeial treataent in other 1Dduatriea. 

His second question is whether it ~ould be legally safe to 
place the taxing provisions e.nd the provision for retirement ello,o'8lleea 
in the 88Jlle act. This kind of en act us held unconati tutionel but 
Latimer thinks that conditions have changed due to tbe faot that rsil­
road exeeuti vee are now supporting the aot, o.nd testify t.het the ef­
ficiency of rsilroad operation will be i&proyed bY prorlsions for re­
tirement allowances. In the t.hird place, llr. Latimer inquires 
whether it w1ll be possible in aoma a.r to place the adlliniatration 
of the tax provisior> UDder the J uriadiction or tbe Re1l.road Retireunt 
Board.. Be aa;ra there ia considerable loat 110tion at. present er1a1ng 
from the tact that the taoa are eolicitad bY one ageDey abd the pq­
mont ot the al.l.ownoee is under the JuriadiotioD ot anotber agenq. 

I aaked Kr. Latiaer to give ua, firat, a categorical at.at.e­
ment on tbe questions which he wished us to cons ider and, second, a 
merz~orand1111 ot: his Yiewa with respect to theae questions. He told 
us that the rsilroada and the brotherhood• hope to have tbe preoiae 
l egiale tion in shape bY the first ot AprU, and to obtain ita pau.,ge 
in Congrua ahortl;r ~ter. 
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Feb~ 24, 1937 

Senator Nye called. \'/anted to know what we were 
do ng about alien-owned American stocks . That hie Com­
mit tee had given the matter up because it was too diffi­
cult to handle . I explai ned to him that we were studying 
the problem here and were hopeful of find ing a soluti on. 
That in case of war abroad we were prepared t o ask Congress 
tor the necessary legislati on to make it possible for us to 
become custodian of al l f oreign-held American securities. 
He sai d t~at he was delighted to ~~ow it. He said, 
otr~ctly between us , he si mplY considered t he State Depart­
ment a branch office of t he British Forei gn Office. 

190 

He then said, "Did you r ead my speech on the Supr eme 
Court? • I said , No ; that I had heard about a . He said, 

"I Just wanted t o let you know t nnt I have not closed t he 
door to going along with the President, 1 and then he went 
ahead and asked me two small poli tical favors, which would 
be cheap . 
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r.'IUTE HOUSE FDR 
2/24/37 

TREASURY DEPARTMENT 

WASHINGTON 

C HI£.'F COUN$£L 

.VA&AU 011 INT£RNAL. AEVENUil 

In res Sktua ot Work or .Boerd or Tu .Appa&la. 

In aocord&Doa with a.oru4~a or rabl'll&l'7 111, 19:!7, 

nan-.1 Ued b7 lira. IL s. nots b7 __,1'8ll4ua ot - 4da, 

aiailatlca baY a b"n pr_.-ed ahowiag : 

(1) Tha atdua ot the work ot the Board ot 
Tax App-.la, an4 

(2) The nlahar or caeea p aD41111 on ih 
4ooket on a comparat1•• baaia. 

!!>"a ataUatlca are incorporated 1n tha attached 

Ohiat Oounaal. 

-u i (IA li &1. (} J ) 
.... ,..r: ~..- -r ~~ • • .. r 

''v,. 
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KIIIDJW!D!II m n STAmS or !Q!!Ji or 
BOARD or T.U Al'PIALS 

1. Tile total ot the ou .. peDdill& before the 1loar4 HCUdJ.eaa ot 
atatu, i.e. llhether &W&itiJI& t~ial, awaitia& bo1aion, awaiUa& apire• 

Uon ot appeal pario4, or otherwiM, on tha 4&tu 11141cah4 balow, are 
u tollcnra : 

J'Uile $l, 19$l 
J'Uile $l , l9:ll 
J'une $l, 19~2 
J'Uile ~. 19:53 
111Jle ~. 19M 
J'Uile ~. 19:53 
J'Uile $l, 19::16 Dec-- :n, 19::16 

l6 ,0Sl5 
2l , 2SS 
20,U9 
18,080 
12,.,. 
10 ,~ 
10,102 
9,~12 

I. • Tile total ot the cu .. ldlich ha4 bee hMl'Cl 117 the Boar4, ud 
allla1th4 to 1t tor ita 4ec1aion, but 111 wbich 110 tiDal deciaion bad 
bee etera4 on the daha 11141cata4 below, are aa tollon: 

J'uu $l , 19$l 
J'une ~. 19:ll 
1Wle 30, 19~2 
J'une $l, 19:53 
111Jle 30 , 19M 
J'vae $l, 19SS 
;r ... $) , 1936 
Daa.-ar :n, 19::16 

1,223 
963 

1 , 103 
1, 763 
1 , 89. 
1 ,.77 

907 
781 

3. 'l'lle total ot the caua ldlich II&Ye b"" ..,J.Utad to the Boar4 
&lid in 'lbich DO opiniona (u 41aUnguhba4 troa 4ecia1ona) ban b­
pro11Ulaata4 ae ot rebl'Uer7 23, 1937 1e aet out below. J. dirteion ot 
euch total into p eriod& h eleo &iYc u tollowa: 

Period in which auba1Uta4 

J.pr1l 16, 19:ll to Dec. :n, 193• 
J'an. 1 , 19:53 to J'una $l , 19Sl5 
1ul:T 1 , 19Sl5 to ».. 31, 19Sl5 
J'an. 1, 1936 to J'une $l, 1936 
1ul:T 1, 1936 to llec. :n, 1936 
J'an. 1, 1937 to reb. 2~, 193'1 

lllaber ot ouea 

0 '1'111& table 111oludea ou .. 111 ldlioh the Board' a opinion· bad b"D reD4ca4 
but ldlioh were, OD the datea &1'1&, await1DC r-utaUoD prior to &Dt1'7 

ot tiMl. dec1a1oa, u4 alao e>uea returaa4 troa appallah courh awitilla 

eU1'7 ot 4eoia1oa 117 tbe Boar4, 
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THE WHITE HOUSE 

WASHINGTON 

Febru~ry 19, 1937. 

UEUORANOOiil FOR 

THE SECRE'l'ARY OF THE TREASURY 

Would you ask Shafrot h t o 

let me have a confi dential memorandlllll 

showing status of work of Board of 

Tax Appeals; also showing cases before 

t heB and cases on docket on a co~para­

tive basis f or four or five years past? 

F. D. R. 
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24 Februar,, 1937 

Mer W•p npp••ICU 11 J'leOCII epe 

lith t he 111proft4 oUuaiioa throuc,bout the llhoho1pp1 

Tall~, Ooaot Ouanl. operaUono are now coll!1ned to the !inal 

ota«eo o! aoolltaace won: aad in w1nd1nc 'IP atfairo. 

-- - --
Captain Blinllurs, Coouoander, Co .. t Ouar4 Bolle! Force, 

at lle~~phlo, 11 returnin& to hlo ret;ular otation at Chic:-co thh 

atternooa, but Will continua to exercioe ceneral Juriediotioa 

OTer co .. t Guard flood relief operationo. 

!he r.ainiac Coaot Guard force, totalin& 16 •M&Ol.nc 

UDib and IIJ)J>roxaat•l7 25 'boato, 11 wul.er the ~ah di­

rection of Liwtenaat lokrldf:e , eo-&ndinc Officer of the 

DIORI, at latches, Wiooiooippi, The need for the oerrioeo 

135 

~ 

of thh force h nearinc a clooe. \ 

--- - - \~ \ 
!l!len othephe inotrwcted. !!.2. tllrther ~ mort• ~~ 

O.UI'!Il •ter L!ftl Con41 Uont. 

later 58' at latches, with a fallinc tenden07, Jew 

Orl- 11p 1/l Oth a foot thle ..,.,.111« to 191 , 'llb1ch llftl h 

not apeoted to be u c:eo4e4 1IPOJl t he arrhal of crest to..,rrow • 
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February 24 , 1937 

Talki ng " o the Presi dent over the phone today the 
Secretary said to him, "I saw you ea1d something in your 
press conference about the Housing Bil l and I wanted to 
t~ll you that I have been worki ng on it from the f inancial 
side a nd I hope to have something "o present to you. I 
f or got to mention it yesterday when I saw you, but lt wilt 
t a.ke our people the balance of thle week the complete the 
eoudy. Bef ore I anno~ce our financing plans, I would 
like t o see you tomorrow morning. 

•on the foreign t hing, "h e only t hing that 1a new 

156 
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February 24, 19.37 

Excerpt r r om Minutes of Group Meeting in Secretary's 

Office, February 24, 19.37, at 9: .30 a.m. 

li .M.Jr: I ' ll dictate this. Then the others can take 
this up , see? Mr. Hull called me last night 
and said that, after thinking this whole 
question over - after thinking this thing over 
very carefully •• • • ! mean I•ve got to repeat 
but what I am saying is ultra- confidential. 
He said that, after all, during the last three 
or four years, Agriculture has a number of 
times done t hings which were contrary to the 
State Department's policy , but the State 
Department has been able to live them down; 
and t hat if the Treasury wished to go ahead 
in t his matter of trying to control foreisn 
capital, their position would be the position 
as stated in Herbert Pais's letter. But he 
hoped I would be very slow about it and very 
careful, because he - if 1 didn't mind his 
gi ving me his personal opinion, t his method 
that had been suggested of making it permissive 
and raising f r om ten to t hirty - that he didn't 
t h ink it would have the effect we wanted. 

Therefore, hi s personal advice to me was that 
we go very slowly, but whatever we do, well , 
he 'd go along i n t he sense as stated 1n Herbert 
Pels ' s letter. But his personal advice to me 
was to take it easy . 
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Trea s . 
Oper ator : Go ahead . 
H. IJ . 
Cochra n : Bello 

H~.tJr : Hello, Cochran 

C: Bello, Ur . Secretary 

H:.tJr : Where are you? 

Thursday 
February 25, 1937 
8 :50 a . m. 

C: I'm at the Embassy office now. 

Hlo!Jr : Yes 

C: But IllY friend sailed this afternoon; I was just 
down to see him ott, at t h e sta tion. 

IULJr : Yes 

C: The boat t r ain left at four-fifteen . 

H\lJr : \'/ell , Cochran, I want to tell you something and 
I ' ll try to do it in as guRrded a way as possible . 

C: Yes 

HlolJr : It seems to me a t this end that there are certain 
t hings that the people over there could do, you 
know'? In your - the country where you are now. 

C: At your end there is what? 

BJJ.Jr : There are certain things that they might do to heip 
themselves , see? 

C: Yes 

lii!Jr: And what I thouflht you might do is this , wby don 1 t 
you get me off a cable ? 

C: 

HllJr : 

C: 

Hl4Jr : 

Get - get what? 

Send me a cable 

Yes 

Of what you think the French might do to help thell­
selves internally . 

188 
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C: 

HliJr: 

C: 

HMJr : 

C: 

H'JJr : 

C: 

IUIJr : 

C: 

C: 

H11Jr : 

C: 

llllJr : 

C: 

IG.!Jr : 

C: 

HltJr : 

C: 

IUlJr 1 

C: 

HUJr : 

C: 

-2-

Yes 

And your reasons for it , see? 

Yes 

And then I can digest it and then I can give you 
an answer . 

All right, fine. 

Now, I' ve got certain ideas myself . 

Yes 

But, I ' d like to get yours fi r st . 

I have been sort of planning t o give you a summary 
of the situation the next three or four days . 

Well, I wish you ' d send i t not l ater t han - t hey ' re 
so slow here; if you could get it off Friday night 
t hey might get it decoded and get i t to me by llondey . 

I f I get it off t omorrow night? 

Friday night 

Friday - ? but tomorrow' s Friday . 

Yes 

I can get it off t omorrow night . 

But ,- in the t hing 

morning I nm going t o see Fournier 

Yes 

- the Under-Governor . And I ' m also going to see 
Cariguel. 

But t he t hing that I ' m asking you is, what - from 
sitting there - do you think that they might do to 
help themselves? 

I understand and I have some ideas on that . 

See? And if 

I ' ll Just sort of sound out to see what ' s going on. 
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HllJr: 

C: 

lllo!Jr : 

C: 

RloiJr : 

C: 

H!.!Jr : 

C: 

HIJJr : 

C: 

l:IMJr : 

C: 

HIIJr : 

C: 

HIIJr : 

C: 

HJ.!Jr : 

C: 

HI.!Jr : 

C: 

HMJr: 

- .3-
200 

Yes - And if you want to you - in t his cable 
you can say , in order - "Complying with your 
request I am giv~ng you the f ollowing information," 
you see? If you went to s ay that in your cable . 

some way . 

Bello? 

Yes 

I mean, if you want to, you could say in your cable 
that you're giving me this information at my request . 

Just as you wish. I ' d really planned end I told 
Ylilson that I was goi.ng to send a su.mmary 

Yes 

- the next day or t wo, trying to show what measures 
are opposed t o them 

Yes 

- and what the situation exactly is . 

Yes - Well, I mean 
I keep emphasi zing -
themselves? 

now, on that you notice 
what the French can do to help 

Yes, yes, I understand. 

Do you get what I mean? 

Yes 

Do you? 

Yes 

- Bello? 

And I ' d like a cable along those lines, see? 

I ' ll get that of f tomorrow evening surely . 

Yes, because I've got certain ideas and 

Well I ' ve heard not hing more f rom the Minister . 
on ll.~nday night a t t his was'hingt on' s Bi.rtbday Dinner 

Yes 
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C: 

Rl!Jr : 

C: 

iiWJr : 

C: 

HMJr : 

C: 

lll.!Jr: 

C: 

Hl!Jr : 

C: 

rlr.tJr: 

C: 

lll!Jr: 

C: 

f!I.!Jr : 

C: 

fBIJr : 

C: 

I!JI.Jr : 

C: 

Hl!Jr : 

-4- 201 

- he said he wa s going to give me a telephone call during the week -

Yes 

But I haven't heard from him. 

All right. 

And I'm going t o s ee t hese other people t omorr ow. 
All right. 

And in the wire today which went out , I tol d you 
of my talk with the man up at Amsterdam 
Yes 

- when he .con!'irmed today that they had t urned my 
fr i ends here down 

Yes 

t he request for five bil l i on . 

Yes Vlell, that - that isn ' t the kind of t hing 
that I ' ve got in mind, see? 

!lo, no, but I mean, what I'm t rying to show is that the 
possibilities over here of borrowing are blocked. 

Yes 

And they 1ve got t o do something to 

Yes, well now, that ' s just what I 1ve got in mind. 

Yes - well, that I ' l l work toward tomorrow. 

All right . 

One or two thingsJ.nvolved 1n it I'd like to tell you. 

I have time. 

Fine, because , on the night of the twenty-third or 
the morning of the twenty-fourth 

Yes 
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C: 

li/.IJr : 

C: 

HI.!Jr : 

C: 

H!JJ r : 

C: 

RUJr : 

C: 

HIAJr : 

C: 

HIJJr : 

C: 

HliJr : 

C: 

Hl!Jr : 

C: 

HIJJ:- : 

C: 

H:AJr : 

-5-

an addit ional telegr11111 went through here - I 
haven't a copy but I saw it . 

Yes 

In which a conversation with the Federalist Govern­
ment was reported 

Yes 

And he again brought up, or someone brought up -
this question of ce~ting a loan from us 

Yes 

- on our market . 

Yes 

And the man here told him of his pact with Uorgan -

Yes 

- in which their representative indicated that if 
the War Debt unit was settl ed a loan there might 
be possible . 

Yes 

Now, the language that ~ friend here used was 
more optimistic , -

Yes 

- than ~organ ' s man used to Wilson and me on the 
s ame point. 

I see . You mean the interpretation of what Morgan 
sai d was more optimistic 7 

That ' s i t. 

I get you. I mean -

202 

Mor gan's mall told me, after t his other thing 
after their turn-down here bad t aken pl ace - you see? 

Yes 
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C: 

HIJJr : 

C: 

HI~Jr : 

C: 

H'Jr : 

C: 

H'IJr: 

C: 

HI.!Jr : 

C: 

HUJr: 

C: 

l:I!Ur: 

C: 

liUJr : 

C: 

H»Jr: 

-6-

I kept out of t ouch with them while that was going 
on. 

I see. 

But after the t hing was over he told me the whole 
thing and told me - the wire which we are t o send 
them. 

I see . 

And t hey 1 r e t hey 1 re not nearly as optimistic 
as ou.r f riend here, and h is paper . 

Yes 

See? 

I see . 

I have a f eeling that he'll take that proposition 
up when he gets there . 

I see. 

His at titude toward me has been very nice 

Good ! 

He said t hat he wants me t o st ay here, that I can 
b- foot - loose and so on. 

Well - that - I '• glad t o hear that. 

Well - and I said, •Well , you "Krite to Secretary 
Henry, when you 're over there," - I mean you. 

Yes 

He said , "Well, Henry olready knows it fro• 16! 
f i rst visit,• I mean, from seeing you before he 
came. And I sai d , • Well , you ' ve been here four 
months now, and if you can let him know that you ' re 
glad to have me go on w1 th t his I 1m sure he 1 ll feel 
much happier . " 

Yes 

203 
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C: 

HllJr: 

C: 

HIIJr : 

C: 

!ll.•Jr : 

C: 

:WJr : 

C: 

HlJJr : 

C: 

H:lJr : 

C: 

!1/.lJr : 

C: 

ltl! Jr : 

C: 

HliJr : 

C: 

H!.tJr : 

C: 

H!lJr : 

-7-

And he said, •Well , I 111 certainly t ell him.• 
The only t hing where there has been any question 
at all was in r egard to sending some of this 
highly confidential stuff t he last ten days 

Yes 

- across the Channel. 

I don •t • get that . 

I mean, you know I have an inspection 

Yes 

- of topics through ~ twelve colleagues 

Yes 

The man here does not think 

Yes 

- thnt these highly confidential t hings, such as 
I ' l l send t omorrow to you 

Yes 

that t hose should go a cross the Channel. 

I see . Well, that ' s a matter of judgment. 

on that point , I ttli.nk. 

Well, if they can•t- if we can1 t t r ust our own 
representative in London, then we ought to change 
him. 

Wel l , he t hinks that you can't . 

He thi nks we can not? 

Yes 

Vlhat? 

Yes, that's exactly what he t hi.nks . 

He t hinks we can not? 

'• 
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C: 

HllJr: 

C: 

HUJr: 

C: 

~lJJr : 

C: 

RUJr : 

C: 

ID!Jr : 

C: 

i! .!Jr : 

C: 

C: 

HIAJr: 

C: 

205 

- 8-

Yes , sir 

Well, that•s a matter for Mr. Hull . 

Well , I mean, I can ' t express any opinion on that. 
He picked me up on it and I said, "Well, please 
take it up when you go back, " 

That ' s right. 

And, I s ai d , "Vie •11 be careful what we say in the 
meantime ." 

IV el l , I'm glad tha t the relationship between you 
and him has been good • 

It ' s been very nice and I t hink he's r eally sincere 
i n wanting me to do t his . 

Good -

And t hat was the only point -
this telegram 

and the one about 

\'/ell, I'll make some -
I ' ll make some indirect 
we can get hold of it. 

Yes , yes 

Anything else? 

I won ' t do it my self but 
inquiries and see whether 

llo, no, that ' s everything. And I 1ll get busy and 
get you t his wire tomorrow evening. 

All right, thank you . 

All right, sir . 

Thank you. 

Goodbye. 
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February 25, 19~7 

Ca l led t hePre s ldent anu t old h1m t hat he had t o do 
s omet hing to get France t o deval ue. He l i ked t he i dea 
and I nm going t o see h i m a t 10 :10 t omorrow. 

Ca lled ~aas a nd tol d h 1m to have White work r ight 
t hr ough t he night and be ready at 9:15 . 

I a sked Knoke to t ake t he midn1gbt and be 1n ~ 
office a t 9 : 15 i n t he morning. 

20S 

I also ·arranged t o apeak t o Cochran at 7 : 30 tomorrow 
morni ng over dipl omatic channel. 
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February 25t h 

I have ubout come to the conclusion thut we should 
take the initia tive and recommend to the French government 
t bli t they go ahe~ad und devalue further . loly purpose in cull­
ing up Cochrun was to get his ungle on this matter and I sm 
going to ask l:laas and Ylhi te to give me a study on lolond&y as 
to whether the United St a tes could stand a further devaluation 
of the French franc a t this time. As I understand it under 
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the tri-p~artite agr eement they could devalue another ~ which 
would put the Frunc down to 4.35 and t hat we would then t ake 
it up with the English that they and ourselves would permit 
the French- to do this without lowering the pound or the dollar . 

If we do not do something l i ke thls it is a matt er 
of weeks that they will do something much more serious Lnd 
the Bli.ID government j ust cannot continue. 

The fuct that t he people are figuring that the French 
are going to dev~alue f urther is rushing the money out of 
France so tha t they c~an get the profi t out of it and i f the 
Fr ench would devalue it would possibly slow up the rush of 
French money here. 
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STRICTLY COBFIDEITIAL. February 25, 193?. 

Ky dear Kr. Secretary: 

I am forwarding herewith p~aphrases of oablee 

r ecently received from Ambaeeador Bullitt in London re­

porting oonvereatione With the Kinieter of Foreign 

Affaire; 

1 I eaid that despite what aPPeared to be 
new moderation in Bitler ' s policies, I had some 
fear leet thia might prove to be the lull be­
fore the storm. I ventured to express the 
poeeibility that Hitler was speculating on a 
possible collapse of the Frenoh financial sit­
uation and the overthrow of the Blum Government. 
This, in the opinion of the Germans, would re­
sult in the Socialists, the Communists, and the 
Left Wing Radica l Socialists going into united 
opposition which would produoa an enormous aeriee 
of etrikee of the greatest nature. That all tbie, 
i ndeed, wae a possibility Delboa admitted, but 
he stated that he did not himself believe that 
the finanoial situation would get eo far o~t of 
hand as to lead to the overthrow of the Govern­
ment. He added candidly that he knev that both 
L&beyrie, GOYernor of the Bank of France, and 
Auriol, Kinieter of Finance, did not poseeee the 
country ' s confidence. There might be some alight 
return of this confidence if L&beyrie was re­
placed, which was a possibility. I quest ioned 
h1a ae to whether there •• any chance that Auriol 
mi~ht be repl&oed and if there might be other 
Cabinet modificat ions. Be replied that he did 
not believe there would be. Mr. Blum would face 

The Honorable 

Henry Morgenthau, Jr., 

Secretary of the Tre&aury. 

extreme 

-
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extreme di!!icu~tiea in making any. Be himeel!, 
he added, bad suggeeted to Blum a few daye ago 
a poeeible eolution and he,Delboe, expected to 
atteapt to carry thie plan through at the earlieet 
poseibility . Delboe 1 e propoeal was the !ormation 
of a National Economic Council which would bave 
the duty of supervising and coordinating the work 
of the Ministers of Finance , Iational Economy, 
Oommeroa, Agriculture, and possess as well acme 
supervision over the Bank of France. Delboa was 
of the Opinion that if Blum would appoint Riet to 
this poaltion an imaenee return of confidence would 
occur.• 

•I &eked the Prima Uiniater, Blum whether 
he did not feel that the present moman~ might be a 
proaieing one !or Franca and Germany to get t o­
gether on the basis of a removal of barriare to 
international trade and armament restriction. He 
replied that he did not believe that the propi­
tious moment bad yet arrived. He stated his belie! 
that Hitler was speculating on the fall of the Blum 
Oovern~~ent wi tb the idea that 1! he should fall 
from power, the Boci&liata, the Communiete, alld 
the Left 'Wing P.adical Bocialieta would aake a 
united opposition which would make impoeai ble any 
Government in France, and would br ing about a aeries 
of str ikes and possibly even a general strike. I 
queried him as to whether t he Germans might not be 
oloae to the t ruth in tlllll' antioipatiom Ria repl)' 
waa that they were not close to the truth. Firot 
he expressed the belie! tbat the financial situa­
tion would not bring about t he overthrow of hie 
Governaent. Be called attention t o the beginnings 
of the increase in confidence. I quoted to him the 
remarks ot two pr <ll!linant pereons who had told me 
during the c ourse of the previous t wo days that it 
was their opinion that a considerable return of 
confidence wo~d occur if the Governaent got rid of 
Labeyria, the Governor of the Bank of Franca, who 
did not seem to inspire confidence in anyone and 
if the Government at the eame time put out a ra­
aseuring statement making clear that it wac not 
contemplating the confiscation of private property. 
The Prima Winieter responded that he knew t here ... 
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waa a capaign on against Labeyrie and edllli tted he thought Labeyr ie 1B no t a practical banker. 

•I asked hia in what further foraa the Geriii8Jl diagnoaie might be incorrect. I stated t hat if the Blum Government ie overthrown on monetary ques­t i one , did he believe they would be able to have another general election. llr. Blua r epied he wae not a t all sure of this. Before there could be a nother general eleotion it would be neoe eaary t o have the consent of the Senate and it was doubtful whether the Senate would give this consent because it would know that t he result of another general el ection would be to strengthen the Left - the Sooialiets gaining coneiderably at t he expense of the Oommunista and the Radical Socialists, while the Radical Sooialiets would retain their present number of pl ecee by taking away a nuaber of Aeats f r om the Senate , while the Right would gain nothing. Be concluded that under the cir cumstances he would return with incr eased power. 
1 Tbe Prime Uinister then made what appeared to me to be the m011t i111pcrtant statement. He &aid that the thir d r espect in which the German diag­nosis was not correct was as follows: !hat if he went into opposition a Radical Socia list GOYernment would then be f ormed with the support of t he Senate and that he, Blum, would make the utmost effort to prevent s erious strikes instead of trying to bring euch strikes about . He stated that he would do his utmost to make possible in France an orderly goYern­ment, because he considered that the international situation was too grave and the possibi lities of action by Hitler too great for him to envisage f or an instant any action that might leseen French strength in the field of i nternational affaire. 

•I asked Mr . Blum if he was aatiafied with the a t titude that the United States bad aanifeeted. 
l(r . Blum requested ae to thank the Prcoident moat profoundly for the general support whi ch his whole line of political activity wae giving to the French for cee of democracy. 

•then he asked whether it might not be poeaible for France t o s ecure in t he United Statea s oae 
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type of loa.n. I replied. that it was my opinion 
and the opinion of the American Government that 
the Johnson Aot excluded abeolutely any type of 
loan . In further reply t o hie auestion as to what 
the situation would be if a debt settlement wae 
reached., ending the application of the Johnson 
Act, I stated that I could not giv e him an expert 
opinion on this subject, but I related. an opinion 
of one of t he partners of ~organ and Company to 
the effect th& t in case Prance met its debt to 
the Uni ted St ates, a French le&n in the United 
States would present quite a different a spect. 
Mr. Blum said t hat be did not cons ider impossible 
a debt settlement. Bonnet, it is true, had been 
given no instructi ons to try t o make a debt 
s ett lement, but only t o t r y to develop further 
the existing trade agreement and the general 
collaboration between the United. States, France, 
and Great Britain. He believed, nevertheless, that 
it ought to be pos sible in the near future to 
make a debt set t lement. I pointed out that he 
must realize the position of the American Congress 
was extremely s tiff and that I did not believe he 
coul~persuade the French Senate and Chamber of 
Deputies to accept any sett lement which would also 
be regarded as acceptable by the American Congress. 
He replied that on the contrary he i s c onfident the 
French Parli8111ent is beginning t o realize that the 
existing dangar of n.u"opean war was -.king it ab­
solutely essential t o have the good will of the 
United States by doing everything possible. Fur­
ther, he stated., it ie hie belief that he could. 
pass through the rrmcb Ohambar of Deputies and. 
Senate a debt s ettlement pr oposal which by ex­
tendlng the payments over a very great number of 
years would be satisfactory t o the Aaerican Congreee. 
He stated further that he could not 1118.ke a settle­
ment which would on ita faoe be illusory, which 
everyone would. know is in excess of the ability 
of France to acquire foreign exchange, but be 
believed he could get the senate and the Chamber 
of Deputies to put through a debt settlement of a 
serious character . 

•rurthar I asked. him if be had anything elee 
to suggest in the present situation. To this he 
responded. tla t the Germane should ccae to realise 
that their epeculatione on disorder in France were 
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deauued to be diaappoiuted. Be beUeYecl tb&t 
the •oaent would oo•e when it would be poeaible 
to .ate eoeae •ove towarda the la1tat1on of 
arMllente with the hope of auooeae. Be hoped tb&t 
the Pree1clant and tbl A.erioan Oovermaent would 
give support at that ti ... • 

811loerelr yours, 

Regraded Uclassified



• 

Thursday 
Februar,r 25, 1937 
12: 30 p • • • 

,WI.Tr : Hello 
Treas . 
Oper ator: Dr . Burgess 

Rll.Tr : Hello 
W. R. 
Burgess: Hello, Sir 

Rll.Tr: How are you? 

B: I'm fine. 

HU.Tr: Say, Burgess, do you suppose I could pick up a 
couple of million of two and a halves around last 
night's closing? 

B: Of the new two and half? 

Hll.Tr : Yes 

B: You want to buy on t his market while you•re working 
on a new issue? 

BM.Tr: 

B: 

Rll.Tr: 

B: 

Hll.Tr : 

B: 

Well, I thought if I could buy them around-last 
night they closed around a hundred and one and ten 
thirty-seconds. 

Well, they ' re quoted a lnlndred and one and fourteen 
sixteerl"\-ight now. 

Ohl ohl they've gone up today? 

Yes 

Ha, ha,hal 

(Laughs) 

216 

HM.Tr 1 Well, I see . Well then, I can 1 t buy at last night ' s 

B: I ' m afraid you can ' t . 

Bl.I.Tr: Well, there, you see 

B: And :rou real.ly wiUlted to, didn't you? 
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fWJr: 

B: 

B11Jr: 

B: 

lll!Jr: 

B: 

HllJ r : 

B: 

HIUr: 

B: 

HUJr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

Hli!Jr: 

B: 

HKJr: 

B: 

HUJr: 

B: 

- 2-

No, I was just k i dding you. 

(Laughs) 

You roee tor a fly . 

(Laughs) I rose very nicely . 

Yes, yes 

217 

(Laughs) Well , I guess they liked the idea. You ' ve 
given - you ' ve made your statement, haven ' t you, to 
the press? 

Sure, don't you have a Dow-Jones news ti~ker? 

Well, I've been so da11111 busy I haven ' t looked at it. 

Well , have somebody bring you in a Dow- Jones news 
ticker - about ten forty-five. 

Yes , yes 

Sure 

Well , that looks pretty good, doesn ' t i t ? 

'!'bey went up-1JIIlaedia tely after they went up. 

Yes, yes - yes 

Yes, Well , it looks as though they like it. 

Well, that ' s very nice. 

And incidentally - I love to rub this into you, 
see? figuring that we say we give them at a 
hundred and one, s ee? 

Yes 

- and a three per cent as against - they ' re givir~~ 
. three per cent interest !or the full - you ~ 

Yes 

- f or the l ast mont h . 

Yes 

them 
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filtJr : 

B: 

HIIJr: 

B: 

BliJr: 

B: 

RllJr: 

B: 

HIIJr: 

B: 

BliJ'r: 

B: 

IDIJr: 

B: 

IU.IJr : 

B: 

HIIJr: 

B: 

Hl.tJr: 

B: 

RUJr : 

B: 

218 
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As against doing i t - doing it tor t wo and a halt, 
;rou see, from the fifteenth ot Karch on? 

Yes 

- at a hundred and three-quarters . It works out 
exactl;r ' oven Stephan • . 

Is that so? 

Yes , I thought that was very amusing . 

(Laughs) Yes 

See? 

Yes 

I mean, it works out exactly the same from the stand­
point ot the Treasur;r and ot course from the stand-
point ot the publi c we 1re selling offering the 
bond at a hundred and one. 

Yes, yes 

I sn't that interesting? 

Well , I thought sure - the way tbis market looked -
I thought 1t would go up when :rou announced it . 

Ye s 

I thought sure you could sell them at a hundred 
and one without .any interest . 

I know, but I just thought that for an amateur sitting 
down here, you know, it 1 s 

It ' s damu. good, :res. 

That ' s what I thought . 

(Laughs) 

All r ight, t baDk you. 

~ghto 

Goodbye 

Goodb;re 
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Blo!Jr: Bello 
Treas . 
Operator: He's ready 

I:DlJr: Go ahead. 

r.o. : Go ahead. 

now. 

Thurad~ 
February 25, 1937 
2: 54 p . m. 
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llliJ'r: Hello 
Gordon 
Rent schler:Hello, there, Mr. Secr etary man, how are you? 

RUJ'r : 

R: 

Hl!Jr: 

R: 

HIIJr: 

R: 

HIIJr I 

R: 

Hli.Jr : 

R: 

f!lfJr : 

R: 

RIIJr: 

R: 

Hl.IJr: 

R: 

I 1m all right. Where are you, at the ? 

I ' m down hare on one of your islands loafing and 
I thought I'd better check up and see whether I 
was loafing too long or not? 

Are you down there at Jeckel Island? 

Down at Jackel, yes. 

I see. 

It ' s perfectly lovely down here today, too. 

Well, it' s very nice up here in Washington . 

We 1 ve had some pretty bad storms but now it ' s bright 
and sunshiny so everything is going pretty good . 

Well, how• s your golf? 

Oh, it was not so good this morning. 

I see. 

Still can' t still have a hard time doing better 
than a n1nty-two. 

Well , well, well - well, that's 

It coat me a dollar this aorning and I don ' t like it . 
I ' ll have to work like a dog tomorrow to get it back. 

I see. Well I ' m sorry . (Laughs) 

Tell me, on your f1Rancing on the fifteenth, is 
everything all set? 
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.BilJr: 

R: 

Hl!J r : 

R: 

lillJr: 

R: 

IIUJr: 

R: 

HMJr : 

R: 

HJ.\Jr: 

R: 

WIJr: 

R: 

.BIIJr: 

R: 

BUJr: 

R: 

Ello\Jr : 

R: 

.BIIJr : 

-2-

Well, we ~~~ade an announcement this morning • 

Yes 

Did the boys tell you? 

No, I haven't t alked with them. I thought I ' d 
check with you first. 

Well, we announced that we' d do three things this 
morning: That we ' d raise no new cash; -

Good 

That we'd sell from two to three hundred million 
dollars worth of bil ls the fifteenth of June; -

Yes 

And that we'd of fer an exchange - a new security 
for t he April fifteenth on Karch fifteenth . 

Good 

We told them everything except what that security 
would be. 

I see. 

See? 

Well , that puts you 1n very good shape. 

220 

And on t he strength of t hat t he bond market went up -
oh - a couple of thirty-seconds . 

Yes, I see. Well, that puts it in a comfortable 
position. 

Yes 

I ' m glad you did it that way, because there ' s a 
little hesitancy on what the net r ate should be. 

Well , I -

AQd it's pretty evident now what you~ do and 
it 'll work out pretty well. 

I have never fussed so over a financing as I have 

over this . 
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R: 

ID!Jr: 

R: 

HliJr: 

R: 

l!UJr: 

R: 

mtJr: 

R: 

IU.!Jr: 

R: 

BllJr: 

P. : 

HIIJr : 

P. : 

llliJr: 

R: 

HIIJr: 

R: 

BKJr: 

R: 

-3-

Mo, because there ' s too many outside things that 
have nothing to do with you. 

Exactly 

And on your own t hings you can do one thing but 
on the general situation you've got another problem. 

Exactly 

So this puts you safe so that you can do something 
with the l ast t wo and a halt and not get in llJI7 
trouble with it after you can trust it a year and -
Something or that sort would be all right. 

Well, now, don 't think too much on me. 

No, no, that 1 s all right. 

You do your 

Whatever you do 

Listen -

- will move along. 

- you do your fishing down there. 

That's all right . 

(Laughs) 

No, that's all right . Whatever you do will be all 
right . 

Yes (Laughs) 

Now, tell me, what else is new? 

Well, I haven't got much else that I can talk about. 

Yes, I see. 

(Laughs) But 
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Is the European situatioo behaving 1tselt on exchancea? 
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HMJr: 

R: 

HIIJr : 

R: 

R!AJr: 

R: 

HIIJr: 

R: 

HIIJr: 

R: 

BJAJr : 

R: 

HIIJr: 

R: 

fii4J'r : 

R: 

Hl.aJr: 

R: 

lflfJr : 

R: 

-4-

It ' s orderly. 

It's orderly? 

It' s orderly , yes. 

But it - still there ' s a se•ere operation there 
that'll have to come some time . 

That's right . 

And you 1 re - they're not - they ' re !rank w1 th 
you about that . 

They'll what? 

They're !rank with you about that. 

Well, I mean, how shall I put it? They can't hide 
anything from me. 

Yes , well, it ' s very- it has to come some time . 

But, the t hing is - it's still orderly . 

Yes 

Yes 

Well , I think the r est of this other is in pretty 
good shape, then. - That ' s all right . 

Yes 

222 

And there•s nothing really, that you want done, that 
we can do in this present situation, is there? 

No, I would say that you could stay down there 
perfectly well and be back Monday a week. 

I see. Well , that ' s all right . 
the way we've timed it, you see. 
fectly good loafers . 

That 1 s just exactly 
Then we'll be per-

All right . Well , you can be down there until Monday 
a week and you ' ll be back -

And we ' ll be 1n Bew York the Sunday afternoon a bead 
of tiae. 
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H11Jr: 

R: 

mtJr: 

R: 

BMJ'r: 

R: 

BliJr: 

-s-

Well, you'll be there 1n plat)' of tt.e. 

That's all right, that's fine. 

All right. (Lauch•) 

Goodbye - and it was nice to say 'hello 1 to you. 

Righto 

Bye bye 

Goodbye. 

Regraded Uclassified



, . 
\.. 

( 

Honorable !lell%7 llorgenthau, Jr. , 
Departlltnt of tba 'l'reuury 
'laahlncton, D. C. 

1937 

YeaterdaT 110rn1"&, 1 talked to you about Zarle .&. 
Batea, a conatituent who la hare at ~ home at the 
preaent time. You were ao cood aa to indicate a wleh 
to atrln to make place for hia aDd I am tul!illi"& m:r 
proolae to you by subalttinc, herewith, a etatement by 
him concerning hia background and preTioua work .nth 
the Treaeury at Blamarck. 

.&iter aeelng you, 1 went in and had a word wi t h 
llr. C1Connor and incidently aade •ntion of my intoreat 
in llr. Batea. You ooigbt find hloo equelly anxioua to 
help build the way for llr. Bataa. 

I ban nenr pnn an indirldual an indorae,..nt 
.nth larger pleaoure than 1 han 1n 1ndoraln& llr. 
Batea. If you were to aee hla aDd Tiait with him you 
could not be other than iapruaed rltb the ...,, Bia 
ability 1a certainly well reconcnhed and hla poraonelity 
1a one which would pleaae ~ne. 

It will pleaae • aicbt lly if you can 1nd1cate to 
.. at 111:1 office at an early hour tba proepect of 
opportunity tor tbla younc un. Reedle u to 8107, be 
1a quite eager about it an and an:doua to get col~>&• 

I 
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WaohiDI!tOD, D. C. 

robruar,v 24, 1937 

krle J.. :Bateo , a roeident of north Ilekota at 610 J.ye. J.., Bi-..clc 

Born l%o..•ber 16, 1913 at Huron, South Dllltota. 

I was gradu.eted f!'OII Huron Hl.gh School 1n couroe which lncll~Md 

tn>llll!, lhorthand and bookkeeping 1n June 1931. 

I entered Western Union Telagraph seryice at Huron as clerk-Meaeenger 

i .n 1929· Thea I beo&lle operator at V1re;1nia, llinnesotn end later Branch 

ll&Mger at Bit~D~e.rCk 1 Jiorth De.kotn. J. reduction in personnel brouebt about 

-.q release llo..eeber 15, 1934• On JICY111ber 26, 1934 I started in t he JDJ. 

Dhburolng office at Bi-rek. Diaburoi~~& Cleric r . .l. Soloee placed ee 

in eiYernl t1}>es of work including •il1~~& 1 IIUIIlberlng, 128111nin,. and 

proof raadlll« before aanignlne; me to pooiti on of Lot Clerk~ 1 1 1935• 

The office, lncllldin& JIO'aelt , we.e transferred to the U. s. !re&aur)' depart­

=ent - State Dhburollll! Office Jul;r 1, 1935• 

!his poeitlOD waa held until Jeb:ru&Z7 17, 1937. It conshted of ar­

~lng and recor~ Youchers and pqrolla to facilitate their paaaace 

t hroueh the office. I aleo aaeleted 1n the preparation of reporta and in 

check etat ... ent reconcilement during which time I uaed a44ing maohheo &114 

occaaionall;r a calculator. 

Jnn:oar;r 2l , 1937 I waa released tr0111 t he Dhbur•llll! ottlce becauae 

cf the loss ot work YOllftl, du.e t o pe;flllnh heiDI! tranaterred to ot'lllr 

atatee . I reeeiYed -:1 dhcODtt....nce of 11rrlce notice, without proJl>dioe, 

tree WaohlD«ton ooOD thereafter . 

225 
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TREASURY DEPARTMENT 

INTat 01'1'te:8 COMMUHICATtOH 

DAn Fabrwu'7 25, 1957 

lira. n ot a 

11r. Olipbant 

The S.Crat&rJ aalted M at tbe 9:!50 Jleet.ing ;reaterdq 

to aaeert.aiD whether tile President l».d authori t7 to reduce 

b;r ~ tbe pres""t iJiport tax 011 copper. Tb1a 1ntonoat1o11 

be said he wal&ed for the President at 9:00 o'clock thia 

.orlling. I said I could !».•• it b;r 110011, but the Bureau •a 

atatiatieian could not g1•• ua the princip&l countriaa ahippinc 

copper to tbe United States untU lata in the day. I attach 

COPT of the 11880ralldua which •• sent to the SacretAI')' ' a 

bowie b;r special uaaall8ar aa aoon aa I renaad it laat night, 

which was 7::10 • 
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G 
TREASURY DEPARTMENT 

INTU OI"PPCa COMMUNICATION 

...... Febru&r7 u, 19117 

To Secreta.,. llor1811t.bau 

,._ Rer.aD Olipll&nt 

Present Taritt Sts tu1 ot CoPper 

Paragl'aph 1668 ot the Taritt Act ot 19110 (u.s.c., title 19, 
aec.l201 , par. 1668) prowidea tor the tree entry ot 

"Copper ore; regul.ua ot, aJid black or 
coarte copper, and ~ant copper, old copper, 
tit onl,y tor r-=!acture, copper seale, 
cl1pp1Dj:e traa naw copper, aD4 copper in 
pl&tee, bere, bigots, or pi&e, not aautactured 
or apeci&ll7 proYided tor. • 

Section 60l(c)(7) ot tbe Revenue Act ot 19~ (o.s.c. title 26, end 
ot chapter 20) illpoaet an •aport tax• ( cuatoaa duty~ ot 41 p•r JlOI}nd 
on the copper content ot the .. teriale juet described, as well as on 
certain other copper products . TIWI tax will expire on June 110, 19117, 
unless further extended by new legislation. This tax on tbe cleeses 
ot copper e....-rated aboft 1a yielding little it ~ net r..,...,... bocauae 
the liWIII collected ban be•, or will be, retlmded by w:r ot drawback. 

A bill to extend tbe tax tor two ;reara baa been introduced in 
Coosreaa (S. 1106) by Se~~&tor Brown ot III.Chil&n and 1a in tbe 'l'r•llllr;r Depart­
aent tor report. Representative O' Connell ot llontsll& baa introducad a 
bill (H .R. 4800) to incr•se the tax rete to 9 cents per p9UD4. 

The illport tax 1a not INbj act to reduction under the fiex1b1e 
taritt, section 1188 ot t.l:le Taritt Act ot 19110 (O.s.c. title 19, ~eo. 
15116), in w1 .... ot the axpreas prowiaion in section 60l(b)(2) ot the 
ReYenue Act that aucb tax eball not be considered a duty tor the pur­
pose ot section Sl56 ot the Taritt Act. It h, borrrrnr, INbject to 
SOJ' reduction under the authoriv conferred upon the Preaideat by 
the Trade .acr-te Act ot June 12, 19114 (o.s.c., title 19, aac. 
lSSl). Tbe principal d.itticnlv preeanted under tbU prowi.too ot 
law ie the necasaiv ot n&~otiatiDI a trade auerrent in connectioa 
witb which the illport tax aigbt be reduced and t.r1'8JIIiog witb tbe for­
eign countr,y concerned tor an early date tor application ot the &lr-
ment. ' 
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Precedents tor a reduction ot the i•JX>rt tax 1n connection with 
a trade agreement are to be t oUD:I 1n the Trade Agree.ment with Cuba (tax 
on Mhog&DT boards reduced) and the Trade .tgree'Mnt with C&nada (tax on 
lwober reduced, eubject to a tarift quota on Do113laa fir and lleetern 
beal.ock) . 

The principal euppllere of illoorted copoer ores , and refined 
and unrefined copper are C&D&da, Chile , llcico, and Peru. llo trade 
agt"eelllent negotiatiou are pending with an:r of the three countriea 
last named , and the tJ..ae required to institute and conau-te such 
negotiations would aoparently preclude action to change the copper 
tnx in connection with a trade agreement with one of these countries. 

In connection with Canada, there remains tor consideration the 
ooesibillty of a new Presidential proclamation reducing the rate of tax 
on copper purauant to a f inding by the Preaident that snob action 1e 
•required or aopropriate to carry out• the trade agreeJ:oent &lraad7 
entered into with C&oada. 
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INT1III OI'Pic;& COMMUNICATION 

..... J'ebrua17 25, 1937 

TO 

I llave .. en ltr. Boker and Wr. Ball at;&in. 'fbq llave been 

conferring with ltr. Street and other Dietrict people in connection 

wi th organization of the Diatriet aelf-help cooperative. 

I am lll&.ldng 1nqu1r1ee about the pouib111ty of fiabin« and 

fiah yrocaaetnc tor t he Diatrlet cooperative. !hia eu&goation waa 

lllll.de by rq aeerat&J7, Who ~·· 

I will e&ratully avoid ruq aw earanee of ougceat1D& projecta, 

but the wellkneaa of the t'aohiD&ton experiment 1a aoiD& to 11e in the 

grlllter ingenuity needed in developill& 1.ndWitr1a.l and boua1nc projech 

than 111 Rich8oll4 111 1932· I th110k 1t 11 a4vileble tor u.a t o do 

eonaiderable explorat ory work to dioeover wllat new tn>•• of project. 

are f aoaible. 

I have &lao -ada appointDBI1t a with moat of the welfare 

offieiala of the Diatrict to got further background mater ial about 

unemployed faa111ea. 
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Fabru&r,r 2S, 19)7. 

'P!!' 'QlQR THE SBCRITWz 

Berewitb I b&Dd 7f1U a eoPJ ot Aabaaaador 

Bullitt•a latest telepoaa OD the St. Pierre 

daorM, pboDad to .. tl'Oil the State Depe.rtaeDt 

thia aom1q, toaetb.er witb. a COPJ ot a draft 

ot a BU&&&atad rapl7 wb.icb. I b.&Ta turnisb.ad 

!be expreoaion of your a pprao1at1oa., to 

be added ODl7 it Jlr. Bullltt 1a aUU at Parle, 

baa Jlr. OaatOD' a approTal. 

ORJ.V!S. 
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tr.I 1 II; 1 1 \ Mrt• '- eood .. r ,.._, propGMl ~au.t .. ...,.. 

no,. !blir ll.:u- \bat~ IIOdlftaaU• or PH-' •-· - tiiDIIP 

Mill 'rl Ill~ apperea~ -~ _,......,.., -u 'be lat.wpreW liJ 

-gl•n aa a ..... ia \be rMVUtift poliO)' wb1ob bu bMa 1D roroe 

&laM \be ~au. or • ~~"-' •- 011 AprU 9, 1935, Ull ldcllt. 

leM w lt>onued U ' op' I!;Otl'rt.v. aw.. !1lo!r eq t'artllor tllat "- '-"'aa 

•7•1.oe- u r-at"· Piern t.o ,,.-u. 1n r- 1n ...... ud &a 

lloorta n ae4, Oav'•• Mid o\bu' 11'1\lala ooloei .. 1t> \be lae\oz. llal.apben, 

Mid tlla\, u..nton, Ule pnae\ 4eono '-- 1\, Pt..rn 1a Jlft01M17 \be 

- pool\ioa .. nn.ll7 all o"-r pot.Ual 

fM7 ..U a\taU., ~~ow-, to t.11o taot tllat t.lloro baa ~ a piha' 

,,..,. ot alaollol troe 8\, PUrro 1a dolaU. or t.11o PI"III•t 4oorMt ae4 

••1 11a t.11o 1111pa \bat t.11o iapar\aU. or aloo!Mil lato 8\, P1orro wUl 'be 

a&Nf~ nporriMd ao aa to pr-t .., buildlaa op ot pro-\ •"'*• 
&a _,... .... .s.t~t tbe .... -u ..u.... 1a 7001' w.-. 

IIIIG/IIfr 
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To be lidded to telecru to .A.abu...Sor a&llitt 1f be 1a atlll at Perla • 

......... ..... - . , •••• ,, .. ' ... IJl8 ~ ... , 

a,ppnei&U. ol ,.. ftM ........... ~ ......... ----· 

-.ojert . 
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