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Bullitt, Jil.llu 
.f.t W&r11 Springe, salta l!II.Tr, at Sea Ialaod, to aee b.Uo 

S...diate1y on return to Waahingt.onJ is aaUing 
Maroh )Otb- J/17/37 •• •••• • •••••• •• •• •• •• ••• ... •• •• .. 

(Beea HIIJr on J/29/37 - Book LXI , page 248) 

- 0-

Canada 
HIIJr tells Pittman that Hull. wants a couple of daya to 
atu~ SJ withholding tax- J/13/37 • • ••••• • • • • • ••••••• 

Carriere ' Tax:1Jl6 .t.ct 
Bee Railroad Retirement .let 

Cuatcaa, Bureau of 
Graves reports en conference with Cuetcea officWs 
concern!~ securing of agreements with other countries, 
dailar to that recently coo.-ted between tbie 
countr,y and France with respect to cooperat ion in the 
auppreaeion of Cust011a frauds - 3/18/37 ••••••• •• •• •••• 

- E -

Eccles , Marriner s. 
See GoTernment Bond Market for statement which Eccles 

bopea "will correct SC<IIe of the aiaoonceptiona and 
propaganda in the market• - 3/15/37 •• • • • ••••••••••••• 

!xoeaa Reaer..-ea 
See Go.........m; Bond Market 

-F-

Finanoina, Go-rernment • 
2/ln7 - For announceaeut, aee Book LVIII, page 242 

a l oaing of booltaa aee Book LIX, page 52 
b) Subaariptiooa end allot.ent•• • •••• • •• •• • • • ••• • •• • • • 

Sea Governamt Bond Market for decline 
trance 

For defense l oan, aee Stabilhetiona .France 
General strike 1 Cochran reporta S.nk of trance and 80118 

other banka are conducting bUIIineaa a1 tbougb ll8b7 ban 
bad their front doors o1oaed aoat of forenoon -
3/18/37 •••• ••• • •••••• • ••• •••••••••••••••• •••••••••••• . 

BaoJtcround of Clio~ riot prOYided by .t.aerican EabaaSJ, 
Paria - 3/18/37··· · · ·••• ••••••••••••••• • • •• ••••• • •• •• • 
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234 
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Gold 
Sea also Stabillutioft (new procedure by Bank ot England) 
Treasury in1.'on>s Federal Reserve Board and Federal Reser•• 

Bank of Hew York of continuation of Joint account 
operations for additiol'l81 $14 milli~t, representing 
total available !or investment in various trust funds; 
after this amount i a exhausted, entire question of gold 
will be re,-diacuased - 3/17/J? •••••• • •••••••••••••• •••• LX 

a) HMJr info~e YDR- 3/17/37 • ••.•.•••..••• •• •. .•.•. • 
b) WIJr reports cooversation with Ranaoa to 

Treasury croup- 3/18/37 •••••• •• •••••••••.•• • ••••. 
HMJr-Rans~ second conversation- 3/18/37 • •• ••• ••• • ••• ••• 
Bolton (Bank of England) r e ports l a rge uounts of Russian 

gold trans- shipped in England and on way to United Statea-
3/16/37 •• ... . ........ . . . ...... . ........... ... ..... . ....... . 

a) Lochhead tells HMJr (in Georgia) Assay Office 
reports about ~20 gfllion worth of gold (all new 
production) smelted in Russia bas come in to 
United States- 3/18/37 •••••••••••••••• •••••• • ••••••• 

Governnent Bond IU.rket 
HUJr asks Coolidge for interpretation- 3/13/37 •••• •• •••••• • 
llliJr asks T011 !t. Smith (Boatoen ' s National Bank, Missouri) 

for interpretation- J/13/37 • • . • •• • .••••.........••• • •. •.. 
lleeting to discuss decline; present: lbiJr, C:.stm, Taylor, 

Seltzer, llurplly, Daggett , Haas, Lochhead , and Bell -
'J/l"J/37 • . .. ... .. . . . .. . ... .......... . ........... . . . .. ....... 

Table presented by II. A. Harris showing losses since first 
of year by moat of short and inter mediate Treasury bonds 
are two to three times as large ae those by long bonds; 
losses of all bonds since February I Sth are of about 
same proporti ons - J/13/37 • .•••••. ••. .•••..••••.•.•• ••.••• 

!llUr talks to Lochhead, Burgess , and Coolidge - 3/13/37 .•••• 
a) Asks th ... to look a t l!oody1 s , Stendard Statistics, 

et cetera; thinks • s011e one, sOile place , has talked" 
b) See Goldaaitb Service letter- 3/12/)7 •••• • ••• • •••• • •• • 

HMJr-FDR (1\ara Springs) conversation - 3/13/37 •••••.• . •••• . • 
a) !I!.IJr persWlded Eccles last night to increase portfolio, 

which has not been done since KloiJr hae been in Treasury 
b) Tbis morning a tremendaus battle is r uging because 

Harrison and Burgess do not agree 
o) !I!.IJr will call FDR after meeting at Treasury 

Second meeting; present• HUJr, Lochhead, Taylor, Haas , Bell , 
Harris, Eccles, llarrisoo, Goldenweiaer, Ransor:a, Sinclair, 
Szy•ezak, Buraeas , and Korrll.l - 3/1J/J7 • . ••• • •• . • •• •• •••• 

Eccles sends to IIJUr (in Georgia) his statBMnt which be hopes 
"rlll correct 80018 of the aisconeeptions and propaganda in 
the aarket• - J/lS/37···········•••• •• •• •• •• ••••••••••••• ••• 

a ) HMJr feels stetemont is merely to cover action on 
excess reaerYee- J/16/J? ••• . • .•• •.•••. •• •• ••• ••••... • • 

b) Stat ... ent as it sppenred in "Aller loan Banker• . • • •. •••. • 
c) Copy of resolution of Federal Open llarket Committee to 

increase or decrease portfoli o , transmitted confidentiAlly 
by Eccles t o Taylor for HIIJr - 3/16/)7 •••••••••• ••• ••• ••• • 

d) HUJr reports to Treasury group on con•ersation with 
Eccl es - 3/17/J? ••• •• • •••••..• •.• ••• •••.•••• ••••• •••• •••. 

T•ylor reports on upturD- 3/17/37••••••••••••••• •• ••••• • • ••••• • 
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llouail:lg 
III&Jr asks I blder (District of Colllllbia Alley Dwelling 

Authority) for opinion on (l) ~agner Bill, and (2) 
froa sound financial atandpoil:lt, what kind of bill 
would provide both alua clearance and low-cost 

Book Page 

housing- J/16/)7... . ...... ..... .... .......... ........ LX 131 
a) Ihlder reply- J/18/J?........ ..... . ......... .. .. 240 

- I -

Investigations, Treasury Personnel 
KMJr transmits to Cummings copies of clippings fro. 

Chicago newspapers relating to Yellowley-Igoe 
. investigation - J/13/37 .•• . ••• •••••• • ••••••• •••• •••• •• 
·Oliphant 18 on hie way to Senate restaurant to lunch 

with Igoe , lteenan, and Relvering - there to discuss 
entire aatter- J/19/J? •• •• •• . ..•..••••.••• ••. •••••• •• 

a) Oliphant -orandum on confercce - 3/19/37 •• •• •• 

- N -

Narcotics 
Further report from CoiiWI&IIder Th011pson concerning 

European &mU&gllng situation- 3/14/37 •••• •• •••••• •••• 

- R-

Railroad Retirellent Act 
Res\IIHI 2/2.4/37-4/21/37 - Book LVI , page 175 
Haas sends to llagill preliminary report on proposed 

amendments- J/15/J? •• ••• • •••••• ••• ••••••• •••••••.•.•• 
HMJr informs FOR aotuarial computations based on data 

oupplied by Lat~r show rates of tax 11:1 proposed 
Carriere' Taxing Act too low to aeet reqqir&Ments of 
proposed Railroad Retirelllfmt Act; Treuury, Budget, 
&Del Altlleyer \Sooial S.Curity Board) adrlae contil:luing 
present Act; Lat'--r still fa-..ors proposed legiolation; 
representatina of rallroods and brotherhoods plan to 
ban proposed legislation introduced 11:1 next few days -
J/16/]7 ••••• •••••••• •• •• ••• •••••• ••• ••• •••••••• ••• ••••• 

a) RKlr diacuasaa with FOR- 3/17/37 •••• • ••• ••••• •• •• 
b) llagill -oranda 011 aetion takiiD bet ore te1egraa 

was aent- 3/17/37· ········ ··••• ••••• •• •• •••• •••• 

Stat•ent by Aotill& S.Cretary of Treasury Magill on report 
ot agreeaiiDt bet- repreaentatina ot railroads and 
~ .. plo,.e•- 3/18/37 •• ••• ••• •••••• ••• • ••• •••••• 

Confere»oe 11:1 lla&ill ' • office} pra .. nt• 11&1111, lleagb, 
Broom; A'Beanl &Del Salley (BUc:~&et Bureau); Alt.eyer 
(Social S.Our1t7 Board); Latt-r, Bl-, t.Dd EddJ' 
(Ra1l.road Reti~At Board) - J/1813? • • • • • • • • • • • • • • • • • • 
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Book Page 

Russia 
See U.S.S. R. 

- s -

Self-l!elp 
Lonigan report on viait of Mrs . C~ ~o aaalet in 

starting flashing ton Self-llelp Cooporative - 3/19/37... LX 279 
Sllllth Company, E. 11. (Los Angeles, Californis) 

For HMJr ' a inquiry of Attorney General concerning status 
of criainal prosecutions, see Book LIX, page 247 

Attorney General informs HMJr that these cases have been 
pcstpcned to April term pending consideration of an 
offer of coapromiae- )/16/37. .... . .. ... . . ........ .... 126 

Stabilization · 
France: 

S\i>scriptions cloaed to first issue of national defense 
loan - 3/lJ/)7. ............... . ........ ... ........ ... 28 

SUbscriptions or leading banks reported by Cochr&.n -
'J/19/YT •. . ....... . .. ... .... . . .. ........................ 

a) Coohr~ oables . • •.•.. . ••••.•. • .• •• .. . .• • . • . ••... 
b) Preae comment ••.••• ••.•••••••••••• •• •• •• •• • • •• •• 

Bank of EnglAnd convereation with Knoke - 3/16/37 ...... 
a) Major ctw.nee in French situation oauoes Bank of 

England to take time by forelock; conceivable there 
will be llllbstantial repatriation of French caney; 
therefore a buying and selling price with a tentative 
spread or two pence up and down rro. price of gold 
fixed daily in London at ll A.ll. baa been established 

b) Reports a.leo on large amounts or gold which ca.tte froa 
Ruseia, were trans- shipped in F.lgland, end ....., on wq 
t o United States; belle•ea there muat be nt least 

o.s.s.R. 

1:200 million in State Bank of U.S.S.R.; new production 
ran somewhere in region of t60 million to t70 million 
per year 

- u -

250 
109,138, 154 
ll3 
132 

Ambassador lln1.ea wri~s cooeert\ing lack or an.ilable data 
on the gold reserYe- 3/15/J7•·• • •••••••~•••••• • • • ••••••••• 95 

See Bolton (Bank of England) report under Stabilization: 
large a110unte or gold which came fr0111 R\laeia, were trans­
shipped in £a&land, end are on way to United States; 
believes there must be at least 1\200 million in State Baolc 
of U.S . S.R. ; new production ran a011ewbere in region or 
1:60 alliioa to t70 llillion per year - 3/16/37 .. • .... • .... • 132 
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H.M.Jr: 
T . J . 
Cooliage: 

H. li . Jr: 

C: 

H.M. Jr: 

C: 

H. ll . Jr: 

C: 

H.M.Jr: 

C: 

l:I . IJ.Jr : 

C: 

H. I4.Jr: 

C: 

H.M. Jr: 

C: 

ILM. Jr: 

C: 

H.M. Jr : 

.. -

Hello, Jeff, how a r e you? 

. , ... 
March 13, 1937 
9 : 30 a .m. 

' 
"" , .. , 

I am very well and how are you, Henry? 

I am Just about ready to g o to Sea Island . If you 
don't mino, I would like to have this a one-way con­
varsation. What do you think about the Government 
bond market and c ould you interpret what has hap­
pened in the Gover nment bond market for me? 

Yes, Henry . I think that for some reason, probably 
t he thought of short-time money r a tes. We had a . 
bi g break in the corporate bonds and in the state 
bonds, -

Yes . 

- tex exempts . 

Yes . 

And I think the Government market is now following 
t heir gun . 

Any gossip up ther e that you could pass along to me? 

I have had very l ittle, indeed. The - the - let me 
t hink noN - I had a t alk yesterday with llr . Parker, 
who tra vels ar ound . 

Yes . 

I t• s that Standard Statistics , you know. 

Ah- ha . 

And he felt that we were nearing the end of the very 
cheap money - that we ' d have temporary money worth 
something inside of eight or twelve months. 

Ab-ba . 

And that that feeling was depressing Government bond -
general bond prices, -

Ah-ha. 

But I think he f elt that it is being r ather overdone. 

Do you - do you lllind •Y asking how you feel about 1t 
yourself? 

Regraded Uclassified



C: 

II . M.Jr: 

C: 

I! .M. Jr: 

C: 

I! . M. Jr: 

C: 

H. lJ .Jr: 

C: 

C: 

B. Lf . Jr : 

C: 

B.M. Jr: 

C: 

I! . LI.Jr: 

C: 

II . LI .Jr: 

C: 

I 

. . 
2 

• • 

Rave we been doing -

No, not what you - no, Just how you feel personally. 

Well , I think - I think the best way to say that is -
is what I have been doing in the bank. 

What's tbet, Jeff? 

~ 

'" ,., 
~ 

And we ' ve got about $60, 000,000 bonds as distinct from 
shorter- shorter securities, -

Ah-ha. 

- a nd they're holding on to them. 

I see . 

A few months ago we sold u fair amount of, say from 
four t o eight years, -

Yes . 

- and bought somewhat longer ones , but in smaller 
quantity. 

I see . 

And we 've now - we •re now in a position where we are 
going t o sit on those -

.kh-ha . 

- and the r est of our Government money is - another, 
say, seventy-five or eighty-five million, is - is 
quite short . We 're buying a lot of these bills. 

I see . Well, then you ' re not particularly disturbed? 

No; no - not - in fact, I think we've done about 
right here. I think we•re - we're going to have a 
good bunch and we• re going to sit with t hem, certainly 
until we see the - the short-time money r ates really 
begin to go up. 

Ah-ha. Well, it was ~ good fortune that we got through 
our conversion 96% or better, so I can a fford to be 
fairly -

Yes. 
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B. I.!.Jr: 

C: 

H. ll.Jr: 

C: 

l:l . !A . Jr: 

C: 

H. U.Jr: 

C: 

H. M.Jr: 

C: 

H. &I .Jr: 

C: 

H. IA .Jr: 

C: 

. .. 
I • ' 3 

3 

- philosophical about it all. 

I - personally, my hunch is this - this drop was due 
to come and it came first 1n the tax exempts and cor­
porates and now it is coming in the Treasuries . 

Well, I wanted - I wanted - I mean there are so few 
people that I feel that I can call up that I have 
confidence in that I thought you were one of two 
that I could. 

Yes , well, it ' s - I'm- I 'm glad you called up, Henry . 
I appreciate it. 

All r ignt, Jeff. You're well? 

Couldn't be better . 

Pardon me? 

You aren 't comin& up this way again, ere you? We 
missed you before; we were down South. 

Yes, I was sorry. Burgess is sitting here and he 
says to send you his best regards. 

~hank you. 

All right. 

Goodbye. 

Goodbye. 

poodbye. 

I 

\ 
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H. loi .Jr: 

Oper ator: 

H.M.Jr: 

0 : 

a . M. Jr: 

0 : 

a .K. Jr: 

0 : 

H. l>l . Jr: 

0 : 

H. M.Jr : 

Oper a tor: 
Tom K. 
Smith: 

H. l.l . Jr: 

S: 

H. ll. Jr: 

S : 

B. M. Jr: 

S : 

B.M.Jr: 

S: 

B. ll . Jr : 

Trea sury? 

Yes 

March 13, 1937 
9:45 a . m. 

• 

See if you can get llr. Tom K. Smith of St . Louis, 
either a t his home 

Yes. 

- or a t the Boatmen's National Bank. \'11th the differ­
ence in time , be may be home . 

Yes . 

Tom K. Smith. 

All right. 

Of fic ial. 

Yes . 

Hel lo? 

Mr. Smith. 

Hello, Henry? 

How are you, Tom? 

Fine . 

(Pause) 

Good f or you. Di d I g et you at home? 

Yes, I ' m just r eady to go down town. 

Had your coffee? 

Yes. 

Good for you. A one-way conversation - how do you 
interpret what ' s happened t he - this past week in 
the Government bond market? 

Oh, Jus t a reaction to a topic that's been - that 
people have been waiting tor for a long tiae. 

• b- ba . Bas there been any gossip around or any 
s tor ies coming out or Washington that has bothered 
the people out your way? 
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S: 

H. II.Jr: 

S: 

B. loi .Jr: 

S: 

H. r.I .Jr: 

S: 

H .~.Jr: 

S: 

H. !.! . Jr : 

S : 

S: 

H. ll . Jr : 

S: 

B. l.!. Jr : 

S: 

H. !A . Jr: 

S: 

H. li. Jr: 

6: 

H. IA.Jr: 

• 

2 

Well, nothing except the Supreme Court . or course, 
that hasn't anything to do with the financing . 

llo, but I mean anything financiol. 

No; no . 

No gossip s tories . 

It was just too high, Henry . 

ilhat? 

Just that the market was too high . 

i7ell, I mean aow did 1t all happen to come just after 
v:e get through our conversion? 

• 

Well , I guess t hey had to have a - "A"ell, I'll tell you -
! 11 1 tell you my reaction t o it, and then you can put 
me down as a normal person. 

Perfectly normal. 

We sold our bonds sixty days ago . 

You did? 

Of course, I ' m in the bank business to make money -

Yes . 

- and jus t on - just l ooking a t t he market, I sold out, 

Ah-ha . 

- thinking .the market was going to go down. 

Ah-ha. 

!lo r eason !no the world except tha t I thought the tnt"""~ ' 

r a te was t oo low . 

J.h-ha . 

Now that - that 1 s about all I can say. 

I see . Well, of course , I - I can be in a var y 
philosophical mood, having gotten 96~ conversion, and I 
can sit back and sort or take it easy, but I only cot 
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c 

• I 

.. . ... . Jr: 

. : 

. . . Jr : 

, , ,. , Jr : 

. : 
-t . ~ .Jra 

~ = 

II . • Jr : 

S: 

d . . Jr : 

5 : 

h . . Jr: 

o : 

•• s 
J 

one or two friends I can call on and you're one 
of them. 

'lo'ell , I think tha t - the way I feel about it is -
I •ve got a little cold - oun you understand me? 

I understand you perfectly • 

The t bing will settle down on a lower base a nd then 
we ' ll go along - sail along just as happily a s we 
wer e before. 

I see . \7ell, I wanted tog et how you felt about it 
personally. 

Ho~ are you, Henry? 

Oh, I'm all right . I •m going t og e t away tonight tor 
a. vacation . 

Thut 1s fine . How is !Irs . l.torgenthau? 

bne ' s fine , tha'nk you . And your wife? 

les - all right . 

•/ell, t ake care of y ourself • 

Okay , boy. Goodbye . I'll call you • 

1nank you . I'm f or you . 

.tdl right, Henry • 

All r ight. 

ilye-bye . 
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Present: 

H.M.Jr: 

Iilias: 

Mr. Gaston 
Mr. Taylor 
Mr. Seltzer 
Mr. Murphy 
Mr . Daggett 
Mr. Haas 
Mr. Lochhead 
Mr. Bell 

March 13, 1937 
10:15 a .m. 

I a sked Haas to get together his crowd and I ' d 
like to be talked to. 

We have discuss ed the whole situation. At the 
beginning, there was general agreement that 
something should be done. Then, as you look 
over the available instruments, we had some dif­
ficulty in deciding just which instrument might 
be used. Some or us thought that it would be 
very difficult to explain the Treasury holding 
inactive gold which has raised the volume or pub­
lic debt - which has increased the interest charge, 
end at the same time have the Federal Reserve buy 
these securities, which means the Government is 
going into debt to the Federal Reserve, in addi­
tion to the cost which is now - in addition to 
what it is now costing the Treasury to sterilize 
gold. But then, on the other hand, there was 
some reeling that the psychological effect or the 
Reserve Board buying may be much greeter than 
the Treasury just releasing some inactive gold. 
There is also a reeling expressed that it the 
Treasury alone took action some people on the 
outside might think that we were just frightened 
over the Treasury bonds rather than the general 
economic s ituation and the erract on easy money 
in general. 

So we have come to this conclusion: That if the 
Reserve Board open market committee and the 
Secretary or the Treasury agree that they were to 
use all instruments available to maintain easy 
long- term money conditions, and that at this time 
they were releasing s definite amount or inactive 
gold - three hundred or a hundred million or whet­
aver the figure happens to be - and it the 7ederal 
Reserve open aarket caaaittee had authorized the 
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H.~. Jr: 

Hens : 

H. M. Jr: 

Hess: 

Lochhead: 

Haas: 

H.IA. Jr: 

Taylor: 

•• 

- 2 -

open market operation , that those t wo things -
and actually let the Federal Reserve Board do 
some operat ions so as to change that figure , 
we felt - that was our final conclusion. We 
think that would be the best tl1ing, taking 
everything into consideration , the psychological 
aspect and also the other financial cost aspect. 

State your conclusions again , George. 

That t he public would be informed that it was s 
joint conclusion of the Reserve Board and the 
Treasury that they were to utilize ell instruments 
available to them to mai ntain long- term easy money 
rates , because of the advantageous effect t hat this 
would have on our national economy; t hat at this 
time the Treasury was releasing s aefinite amount 
of its inactive gold , which would increase excess 
reserves , end t he open market committee bad 
authorized the Reserve authorities to engage in 
open market operations . 

You would do both the things? 

Do both . But if you just do the open market end 
not take this gold, you might have - logically 
you would have a very difficult time explaining 
it. You woul d have to explain it only on psycholog­
ical grou.nds, and in the shop here it is easy 
enough t o explain but on the outside it would 
be rather difficult. 

The market is opening up qui et . 

But e question: ~ben you (a&as) say - you say that 
we do all this to protect long-term ~oney rates. 
I ' d like to sey money rates instead of just long 
term. I t is understood the Federal Reserve Board 
will go into the open market and protect the l ong 
terms even t hough at the expeuse of the abort-t erm 
rat es . I ' d keep away from talking about long- term 
rates; it ' s money rates in general . 

I agree. 

Did you (Taylor)see wbst our boy friend di d last 
night? Herbert told me about it. 

No, I didn 't know about that. 
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H.ll.Jr: 

Gaston: 

H.M.Jr: 

Harris: 

!l.M • .Tr: 

Harris: 

B.M.Jr: 

Daggett: 

• 

- 3-

I called up Marriner end warned him. I said , "If 
you don ' t advise - Just tell me as a matter or 
friendship," and so he gave me definitely to 
understand that be hadn ' t seen anybody end he was 
Just drawing on his imagination. 

Yes . Elliot celled me up to tell me he hadn ' t 
been able to get hold of Ted Goldsmi th, and I 
repeated whet Ted Goldsmith had said he was saying 
in his message end he said , "That ' s all right 
except he didn ' t have authority to say that 
Eccles said it." But be said Don Woodward end 
Ted Goldsmith did see !coles on Thursday, wbicb 
I already knew, but said that nobody had seen 
him yesterday afternoon, which I do not believe. 

(Barris comes in.) 

What's the opening on the market? 

There's no change - very quiet . The two and e 
halves sold at nine , eleven and twelve. There 
is some of the comments by some of tbe investment 
services ( handing clipping to B.M. Jr .). 

All right. Anything that bas to do with this sit­
uation, send it in to me, will you? 

All right, sir. 

(Barris goes out.) 

, You (Daggett) talk a little bit on trend or 
commodity prices. 

It seems to me that this last upturn in commodity 
prices is due almost entirely to e sudden buying 
move, which is largely speculative, based on tbe 
publication of tbese re- armament programs. Now, 
I don ' t know to what extent actual buying bee been 
done in commodities, but there s eems a good reason 
for thinking that under the r e-armament program 
a considerable amount or raw materials will be 
bought. 

One reason for thin~ing tbet ie tbat under - in the 
pest wben a f oreign Government expected a war , they 
could build up a gold reeerTe in order to buy ma­
terials when they were needed ; but at the present, 

9 
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with the possibility or export embargoes on 
materials and t he possibility or submarine 
blockades, they have consider ed it too 
hazardous t o depend on their former method. 
Therefore , there is likely to be a tendency 
to actually buy the materials end store them 
in their own t erritory . 

I have no basis at all ror knowing how much 
buying bas actually been done . We do know 
that there bas been heevy buying or materiels 
like steel end iron scrap . . There bas been 
heavy buying or copper and someother products. 
But the sharp upturn in met al products lately , 
and in cotton and s raw other commodities 
seems to me , a s s personal opinion , to have 
been more speculation then actual buying. 

Does thet mean futures ra t her than .•.••••• 

Futures rather t han spot s, and spots in some 
oases . 

There seems to be a corner in tin in Great 
Britain. The American Metal Market mentions 
defini t e manipulation in the tin market; 
that is, as one evidence, the stocks or tin 
in Greet Britain ere said t o have been reduced 
about 75~ in the past s everal weeks, which is 
taken as a manipulative movement. 

The action of the commodity markets lately, in 
my opinion , shows signs or en overbought condi­
tion. I have been following individual commodi­
ties rather closely lately and it seems to me 
that s reaction can be expected from present 
levels. 

I see no definite signs or inflation in the rise 
either lest fell or the rise this spring. They 
can be explained rather clearly on reduced sup­
plies end increased industrial demand end war 
buying. By far the larger number of commodities 
that have gone out have been commodities used es 
war materiels. 
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Within a few months there will be increased sup­
plies or a number or commodities coming onto the 
market. I might say that in case of steel, the 
opening of navigation on the Lakes will release 
nearly half a million tons of steel scrap . In 
case of tin, which hss had one or the sharpest 
rises lately, it depends only , as I understand, 
on the action of the International Tin Commit­
tee to release tin from the Dutch East Indies 
and other sources. We know that in · cese of 
cotton and wheat it is only about e metter of 
six months before additional supplies will bs 
available. For that reason , I can ' t see a con­
t inuation of this general commodity rise 
through 1937 except on the basis or war prep­
arations. 

Well , do you know how the people over in Agricul­
t ure feel? 

I heven•t talked to them lately. 

Do you (Baas) know how - who is their senior 
economist over there? 

Most of tbet work 1e done in the Bureau of Ag­
ricultural Economics. Isn •t that right , 
Daggett? 

Yes. 

Black is the chief of the Bureau of Agricultural 
Economics. And in the AAA, thay have different 
groups - a man named Myars on cotton a.nd another 
man on corn and grains, and so on. 

We.ll, could you put it up against those people? 

Oh, yes, Daggett knows them ell well. 

Because this is ths position that you have been 
taking for the last month or so. 

Yes. 

Let me ask you this. This is the position that 
Eccles takes: Thllt you can •t expect from monetary 
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ection to control tbis inflationary move - this 
rise in prices. 

So let ' s look at it from the other angle. How 
much, beginning With last December, do you fellows 
think - I mean when they announced the last week 
in November that they were going t o go ahead end 
increase these reserve requirements - I mean bow 
mucb do you fellows think that whet ' s taken place 
since then is due to action of t be Federal Reserve 
as it effects the money market? 

I tbink very definitely that it is a combination 
of the Feder~l Reserve Board action , tbe discus­
sion or hot money and the Treasury policy of 
sterilizing gold imports , because the market ~ee 
told: "Here, reserve requirements ere going to 
be increased end tbe Treasury is going to see that 
no further reserves come into the banking syst em, 
so the whole future seems to be a one-way future." 
I nterest rates could go up but they couldn ' t go 
down. I think, too , that it was very unfortunute 
that ell these actions were taken in such a short 
space of time . Lest July the Feder al Reserve 
Boerd made their first increase to take effect a 
month later. Within six months, there is en of­
ficial leak that there will be a further increase 
in reserve r equirements . At the same time , the 
Treasury sterilizes gold imports. Tben the Fed­
eral Reserve notice comes out tbet it goes the 
full 50% increase - the remaining 50 . Here 
within e space of relatively few months the 
Admini stration bas taken ell the steps immediately 
open to it to tighten the money situation , ins tead 
of doing this mor e gradually . 

I think it is exceedingly important - more important 
then tbe stopping of s speculative price rise , tha t 
we maintain low l ong- term interest rates. Your 
utility refundings , which were going ahead in very 
good volume, ere on~y about belt coompleted. Your 
railroad bond retundinge beven •t hardly begun. 
And the Treasury, of course, bas its own very healthy 
program of refunding to do. Low long-term interest 
rates ere particularly important tor the public 
utility enterpr ises, because their rates er e fixed , 
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their oosts are flexible, and their chief 
source ot sevinge consiste ot low interest rates. 

Then, it we want to get anywhere on e housing 
development, we likewise need low intereet ratee. 

I am not afraid ot t his speculative price rise 
being further stimulated by easing the credit 
situation. I don't think it is dependent a 
whole lot on the credit situation. 

Well , I was dumbfounded this morning to hsve 
Burgess s it here snd say to me, "Ot course, 
we couldn't have done what we have done without 
a oorreeponding tightening in long- term interept 
rates." He said it right here . I told him what 
Chairmen Eccles said about the way he thought on 
this thing, and he said , "I can't help whet 
Chairmen Eccles said I said." He said you 
couldn ' t help but have a tighteni ng of long-term 
interest rates due to t he action of t he Federal 
Reserve Board . Am I .••••••.•. 

Yes, that ' s what we ' re trying to check. 

Isn't that what he said word for word? 

Word tor word. 
• I wanted to ask when I questioned George - when 'he 

said we have to have low long-term rates ••••••••• 
I wanted to - you (Seltzer) repeat "long-term." 
Do you think that you can continue lon.g-:term 
money rates at a low level while having sharp i n­
creases in short- term rates? 

Not a sharp increase. I think you can have some 
increase in short rates, and very frequently in 
the past you have bed short rates bob way above 
long-term rates , and then below without affecting 
long-term rates. 

But you s ee , we have bed quite e long campaign end 
talk or higher short- term money rates, and I think 
that has had a definite effect on the long-term 
market . 

I do , too. 
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Burgess went further. Be sai d you can ' t have the 
effect on short-term money rates wi thout havi ng a 
corresponding effect on long-term money rates. 

Well , "corresponding" wouldn't be t he right word 
there. 

Well , that's what be said. 

That is, in this situation , where your short rat es 
have been abnormally low in relation to the long 
rates. 

No , but the thing that surprised me was for Burgess 
t o s it here and eay perfectly calmly, "Of course , 
the action the Federal Reserve Board bee taken 
Will have an effect of higher rates on long-term 
securi t i es. " 

(Bell comes in . ) 

Be said of course it would, no argument about it. 

Action they are taking now, or .. . .•• • .. 

. . . . . . . . . have taken. 

You mean yesterday? 

No, when they announced t his thing in December. 

Oh. 

Well , this i s my reaction af ter sleepi ng on this 
t hing all night. I don 't t hink t here i s any ques­
t ion that this tightening in money ra t es bee been 
hast ened end aggravat ed due to the action of the 
Federal Reserve Board . The charts show that, 
don ' t they? 

Yee , although I notice here on the longest term 
bonds, the two and seven-eighths of fifty-five -
s ixty, they actually made their high in February; 
at the time of the leak, you will notice , there i s 
no break at all; t he market took it perfectly 
calmlY. It actually made a new high i n February, 
although the highest in November, December and 
January and February are almost identical. Now, 
the shorter term bobds were considerably weaker • 

• 
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This index, which includes ell bonds for the 
call dates of eight year s or more, shows a 
consistent downward trend , while t he long 
bonds have held their own. But even this 
wasn't e ffected at the time of t he leak. You 
might argue that it was only es the market ••••.•• 

It was a couple weeks before the increas e was 
actually to go into effect that tbe thing began 
to happen in a big way. 

Now I want you to lis ten to this . It is my 
position that I ought to take, a.nd I want t o 
check. Now listen. Talking t o t he Federal 
Reserve Bo&rd open market committee: "We 
feel t hat this situation has been l a rgely 
brought around by you people. Now, what are 
you going t o do about it? It is up to you. 
As far as we are concerned on our own 
financing, we have jus t passed the period; 
we have hnd a 96% conversion; very nice. 
We nr e very philosophical . We have nothing 
to worry about. We oan s it back - buy with 
you or not. But thi s question of a tightening 
of money rates is your responsibility. Now, 
what are you going to do about it?" Just 
keep seying that - Just put it squarely on them. 

Now, suppos e they suggest you use your idle gold . 

Pardon me? 

Suppose they suggest you use some of your idle gold. 

If they suggest that, I 'm wi lling to do that. 

Suppose t hey 
securities. 
gold. " 

say, "Well, we ' ll buy some open market 
We don't want you to use your idle 

Well, I'll do that. 

Y~u want them to run the show. 

They ' ve made their bed , they've made all the 
speeches; all the publicity this morning is what 
the Federal Reserve Board will or won't do; Eooles 
baa ~aid repeatedly that be is in favor of keeping 
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long-term rates low. I have made no speeohee . 
Now, let • e s ee whet t hey oen do about it. Now, 
if over e period of another - I don ' t know bow 
long - week or mont h - t hey don't do anything 
about it, then I will step in; but I don ' t feel 

• • 
lS 

I have any right t o step in until I give them 
a chenoa to sbow whet they ere willing t o do. 
Now, if this thing continuee end they s it back 
end they say , "Well , what are you worried a bout -
a point and a half?" But let ' s say it's t hree 
or four points and t hey don ' t do anything; then 
I ' ll s tep in. But I feel that it ' s too quick to 
s t ep in - too soon , see? But I ' m open - I mean 
I want a general free discussion. 

Well , I feel this way about it. This situation 
at present bas t he earmarks of being a t emporary 
s ituation. I don ' t believe t hat a fundamental 
turn in long- term rat es has come. I think there 
are t oo many powerful factors on the other side 
operating for low i nterest rates. But if you 
get a temporary situation t hat is allowed to run 
out of hand, you cons t antly confirm the fears of 
people who are s elling, and you can turn suob 
a temporary situati on into a more permanent one. 

It ' s all true, but . •...••... Now I checked with ­
I t old you there is only two fellows I could t alk 
t o who wouldn' t misunderstand us; I called up Jeff 
Coolidge today and talked to him, end be ' s not 
worried at a l l . He says t heir bank - they haven 't 
changed their position ; t hey ' ve got their l ong-
term Governments and they ' re not going to change. 
He thinks it is just a temporary thing. 

I tal ked to Tom Smith. Tom Smith says t hat s ixty 
days ago be sold out a lot or his Governments be­
cause be felt that t hi s thing was coming, eo now 
he' s Just si tting by end watching it. But he Just 
thinks t his is a temporary thing end he ' s not 
worried. 

Now t here is one fellow i n Boston , one in St. Louis. 
Bot h have large portfolios , they get around, and 
neither of them are worried . And Burgess in New 
York - he says there' s nothing to worry a bout. 
I 've got nothing to worry about, he says. Well, 
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if everybody feels that there ' s nothing to worry 
about , that I should pound the desk this morni ng 
and this afternoon and demand that they should do 
something and, " It you don ' t , I ' ll do it on 
Monday" - I don ' t think the situation is bad 
enough for me to take those steps, because - I 
mean a definite break between the Treasury and 
the Federal Reserve. I mean I don't think the 
sit uation is sever e enough, because then I ' l l 
leave myself open t o all kinds of things. 

I mean we talked to Eccles about the gold and 
the thing that worries Eccles is that if he 
l eft us release some gold now it will mean more 
inflat ion , and it also means tha t I am s aying t hat 
he was wrong. And that ' s what I say - it must 
not be repeated outside of this room - I think , 
from everything that's happened last night -
you (Lochhead) check with me - I think it ls 
like a Chinese kidnapping. They are much more 
interested right now in taoe saving then they 
are in anything else . And all these storie~, 
every one which was given out either by Eooles · 
or Elliot Thurston last night, plus that letter -
I mean it's all face saving stuff, see , and I 
think we ought to sit baok and give them a 
chenoa t o save their faces. 

The important thing is t hat t he Federal Reserve 
Board and the Treasury should move in t he same 
direction. I mean I think if we bad a break -
I think that would soars people; and this morning 
I am muoh calmer then I was . But I ' d like to 
put the responsi bility on those boys and let ' s 
·see what they do . They ' re crying for it and they 
want it , so why not give them a chance? I mean 
that ie - after sleeping over it and thinking over 
it - the way I feel now. 

It any - I'd like t o know lf anybody in the room 
is alarmed and says t hat this morning I'm taking 
t he thing too calmly. 

I ' d like t o ask if you ' d feel the same way if the 
two and a halves go below par. Would you want t o 
say to the Federal Reserve peopl e , "Now this ie 
the way I feel today , but it during the day the 
two and a halves woul d drop below par , I might 
say something different to you." 
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That's all part of this, I think. 

No, I wouldn't have any - I wouldn ' t have to say 
anything to them because they' d hear from the 
country, s ee? 

Yes. 

I think that ' s one thing to make them take definite 
action - i s the two and a helves going below par. 

They are watching that just as closely or more so 
than we ere. 

I wouldn ' t want to say that. I mean - just Whet 
I said to Burgess; I said , "You fellows created 
the situation, it 's up to you to correct it." 

There ' s another thing about the gold - a hundred 
eighty-five million in the tree gold that could 
be put out without any reversal of our policy 
about the inactive gold; we still got that neat 
egg in the tree gold. 

They both have the same street. 

They both have the same effect but theoretically 
on the balance sheet you ' re not disturbing your 
inactive gold. 

In a sense, they are both inactive. 

But in a sense , your face is saved ; nobody loses 
faith by spending e. hundred end eighty-five million. 

I think if the Treasury moves, we've got to go 
openly and above board. I don ' t went any trickery 
or anything like t .hat. 

That's right. ~ter all you ' re just holding that 
free gold statio as it wee end sterilizing the gold 
coming in; you ' re not sterilizing the other if 
you're using the tree gold . 

That ' s all pert ot the formula which will be produced 
e.e to the Chinese kidnapping. 
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I mean - I come back; is anybody more disturbed 
over this than I am - I mean to say to me , "Well , 
now, you can't afford to wait~? 

The only thing that bothers me is that if you 
put it altogether up to the Reserve people with­
out giving them any considerations in favor of 
your using gold rather then their using open 
market purchases, I don ' t think they get a fair 
case . 

Listen, we had e "knock- down, drag- out" fight 
here that you haven ' t seen the equal of - I 
don't know that we ever had anything like it -
yesterday tor about an hour. You (Baas) were 
here. Did we leave anything to anybody's 
doubt? Ask George. 

I don ' t think so . 

I mean there were no doubts lett. And don ' t 
forget , the important t hing is that when I 
consistently insisted that Goldenweiser be given 
a chance to say what he thinks, be agreed with 
the Treasury , see - I mean that they should in­
creas e their portfolio. I mean they didn't went 
to give him a chance to talk , but wben you gave 
him a chance to talk, there was no question. 

Do you prefer that to the Treasury use of inacti ve 
gold? 

I f it were my deci s i on- see, I read George ' s 
memorandum very car efully lest night wbi oh had 
your (Seltzer) name on it. If i t was my decislon, 
I would release inactive gold in blocks of a 
hundred million until it bad tbe effect . I'd 
test the thing, see? But, figuring that bere is 
an instrument very delicate, release it in blocks 
of fifty to a hundred million dollars, see - that's 
wbat I would do . 

But if you will r emember whe t we went through on 
t he sterilization of gol d • ••••• • ••••• 
They feel that that would be the Treasury ' s saving 
t he bond market, correcting t he mistakes that the 
Federal Reserve made; they don't want that, s ee? 
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I mean we would be oorrecting, if we were success­
ful, in the mind of the public , a mistake that the 
Federal Reserve Board made . Now, I think - don ' t 
forget , this is Chinese now, see? 

Incidentally though, we ' d be helping ourselves 
very substantially. 

All true, but it didn ' t help - whether Genera l 
Chiang Kai- shek kidnapped himself or not, we don't 
yet know, see, and we may have to let Eccles kid­
nap himself. 

We are not running under rules of Chinese kidnapping 
though. 

We don 't, but I think they are . I mean it bas all 
the earmarks of the thing. 

Now I agree with my crowd that if it was my decision 
I would release the gold and buy Government bonds 
with gold certificates and retire them. I mean 
that's what I would do if it wes my job. But I 
think that - and that is what I may have t o .do 
if we are forced into it. 

We also don ' t know t hat they won 't ask us to do 
that. 

But to answer you (Seltzer) that was pointed out to 
them yesterday in a very forcible manner as a pos­
sibility. As a matter of fact, at a luncheon wbicb 
took place Wednesday, Eccles told me that he thought 
he bad overshot his mark and that he needed another 
three hu.ndred million of gold. They wanted eight 
hundred million on the first of Way ins tead of five . 
And he brought it up himself, and George almost 
f ainted. But he brought it up himself on Wednesday. 

As you say, it isn't by any means excluded that that 
won' t be what t hey will ask ua to do, to loosen tbe 
situation. They've got one of two things, open 
market or that , and the one which will produce the 
best Chinese effect i s the one that they wi ll come 
out with. I am not at all sure it isn ' t going to 
be the gold. 
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Ot course , the interesting t hing to me •••• • • ••• 

(Harris comes in.) 

How' s our market? 

21 

It ' s definitely 
the long bonds. 
in the American 
interesting. I 

on the up s ide, part icularly on 
Here's an article I just came acr6ss 

Be.D.ker which I think would be very 
didn ' t get time to read it all. 

What did they have to say? 

It sai d the market atmosphere was t he thing now, 
and they seem to think ••••••••• 

O.K. But what are the two and a halves? 

They ar e ten - twel ve. 

Thanks. How much have we spent this morning? 

The only report I have bad i s twenty t housand 
dol l ars; that was about ten minutes ago. 

(Harris goes out.) 

In conne ct ion with your discussion with Jeff 
Coolidge, we discussed when be was down here 
interest rates many times, and it Jeff hasn ' t 
changed hie mind I can conceive of his sitting 
pretty and comfortable and still not selli ng a 
bond - if his reasoning is still the same as it 
was here. I remember there was a good deal of 
apprehension a t one time that the banks had very 
l arge portfolios - it they would get very l arge 
the banks would get into difficulties. Well, 
J eff ' s reply t o that was that "If I were running 
a bank a nd I had Government portfolio, I ' d be 
glad to let it go down it interest rates went up. 
because the rates on the profit paper - commercial 
paper - the volume would increase , the rates 
would increase , and t he banks would make a good 
deal; they could afford t o take some depreciation 
in the Government accounts and nobody would worry 
about it it the other things came about. w So 
oonoeiveblT be could s it beck and f eel very coa­
t ortable with higher rates. 
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He more or leas intimated - be said be was holding 
sbort- term bonds end long-term bonds; be wouldn ' t 
think of selling out his long- term bonds unless 
his short-term rates came up much hi gher. As I 
say, t here ' s your whole engle , end that's what I 
say; how far can short-term money rates go up 
Without al so hurting ue ae well as long terms? 

What' s going to happen here today - and that ' s 
why I ' m feeling eo well; I got it out or my system 
last night - Harrison and Burgees are going to be 
absolutely opposed to en increase in the portfolio 
or the Federal Reserve. We frightened Eccles 
lest night, and he went out end made ell these 
statements to the press about what he wee going to 
do end so forth. Certainly wben be left you 
(Taylor) he was very - pretty well committed that 
he was going to increas e their portfolio. 

Perfectly Willing to. 

And Gol denweiser was in favor of increasing the 
portfolio. Harrison and Burgess aren' t. Now, 
the tight that is going on over there now mus t be 
a pretty one, see? But, you see , in advance or 
his meeting with his open market committee , he 
goes out on the end or e limb lest night and ma.kee 
all these statements. 

And I think it is obvious that be is trying t o 
make the record s t and that that was his position 
the day before be saw you. 

A little more Chinese aturr. 

It's more than possi ble that be was , too. 

Doing business with the Chinese has taught me a lot. 

Well, no one around here seya tbat I am too calm 
tb1s morning, do they? 

Well, I might take some excepti on. 

Good. Go on, Murphy. 

I am a little surprised in the course or a half 
hour at bev1.ng been converted from e Rightist to 
a Leftist. That ie , in the conference in our own 
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division , I seem to be t he Right , so that Mr . 
Hess sd~resses me as Mr . McReynolds. But now 
I find myself sort of stren~e~ on the'Lett 
on e proposition - you say that it the two en~ 
a helves go below per, then the Federal Reserve 
Board will be shooke~ into action. I don ' t 
think they shoulc go below per . I think thet 
we should, tor the time being, view per or even 
per eight on the two en~ e helves es a "Hinden­
burg Line" which we should defend . And I might 
say I get more qualms than most as to whether 
the present rete or long- term int erest rates is 
defensible. Maybe it is a rate that we 
shouldn ' t maintain . But i f it should go lower , 
I think it should go lower es it did in 1egg 
or 1900 to 1910, by imperceptible gradations, 
end not by e rather sharp brenk. The thing 
that we have to combat above all other things 

. . 

is that t here are a lot of people who think this is the 
turning point, end the only way to convince them 
it isn ' t the t urning point is by not letting it turn. 

I ' ll argue this way. But we don ' t know whether 
it is or isn ' t if the Federal Reserve .doesn ' t 
change their policy. I mean if they keep excess 
reserves at $500,000,000 and won't increase their 
portfolio, how do you know that this isn ' t the 
turning point? 

Oh , I think we ' ll have or they ' ll have to in one 
way or another get more then that amount of excess 
reserves by May 1st . You ' ll have to - that May lst 
period at least . 

It may be the turning point , but if so , the -
when in China, you say , sot as the Chinese - it 
shouldn' t be considered to be a turning point. 
When interest rat es turned in the early 1900's 
no one ever spoke about a turning point, because 
the turning point took years to turn. 

Well, the one thing that I think we shouldn ' t make 
a mistake about in this situation i s saying that 
these two and a hal ves should not go below per end 
figuring that this is just the danger point . 
SUpposing your t wo and a helves can be kept up 
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F.M . .Tr: 
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Bell : 
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above that level and you rind that your weekly 
offerings of bills are running up good and high. 
I t hink that is Just as important as the ot her, 
because you can put ertiflolel props under it 
and keep up your long bonds, but if you keep 
them up at the expense ot shorter securities -
in other words , I think we have to speak about 
general interest rates and not just long- tam 
r ates . 

VIall , maybe this is the turning point, and 1t 1t 
is the turning point and naturally, should be 
the turning point, that is all right with me. 
But turning points should only be things that 
are found out in history books . We .. can take a 
look baok to f ind out what was t he turning point 
in the 1900 ' s . 

You didn ' t know about it until 1909. 

You didn 't know ebout it until 1909. But once 
people get t he idea it i s the turni ng point , 
then everybody says •.••••••. 

But thes e boys that I ' ve talked to - they ' re not 
talking in terms of a turning point . 

Well, it is to our interests that they shouldn ' t 
even come neer thinking or turning points. 

All right. But now listen, you fellows go in and 
chew it over in your office . Mr. Hull wants to 
talk t o me. But I am much calmer t his morning, end 
I t hink rather - I think t his may be a historic 
battle taking place over in the Federal Reserve 
today end I want to s it by and watch what happens. 
I mean t his is really a battle between what Eccles -
the Eccles• philosophy and the philosophy as rep­
represented by the New York banks, and that battle 
is taking place over t here now. Now, I think I 
can very well afford to s it back end wait end see 
what happens. 

As long as the market is at the present t one, 
you cen sit back. 
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Taylor: 
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EXactly. 

The leat time the New York banks weren 't right. 

Right. 

And I don ' t think they will be this time. 

Well, when it comes to carrying out ordera , 
Randolph Burgess - I wouldn ' t want a squarer or 
more able fellow; tha t ie, after three and a halt 
years • experience. But be hes said right along 
that be wonts higher interest rates. There is 
a conflict on philosophy. I mesn there isn't a 
squarer fellow, but he - but he ' s got what he 
wanted. See? Now he ' s got it. 

Well, they won the 
they win this one. 
will. 

last one; now let's see whether 
I personally don' t think they 

Well , I want to sit and chew my cud a little, 
and you fellows stick around and see wb.at happens . 
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H. M. Jr: 

Operat or: 
Sen . 
Pi t t 111an: 

H. :.l. Jr: 

P: 

H. :.t . Jr : 

P: 

P: 

H. M. J r: 

P: 

tl • ..l . Jr: 

P: 

H.M. Jr : 

P: 

B. li .Jr: 

P: 

H. ll.Jr: 

P: 

H.M.Jr: 

Hello? 

Sen . Pittman. 

Hello? Oood morning. 

March 13, 19.37 
10 : 57 a .m. 

Key, Cordell Hull Just called me up on this five per 
cent Withholding tax with Canada , -

les. 

- a nd he said t ha t Pat Harrison turned it over to you, 
and Cordell s ay s he only found out about it yesterday, 
or the day before, and he •d like a couple of d ays to 
study it . All right? 

11ell that ' s ell. right with me. 

•. ell, I told him perfectly honestly that I only found 
out about it a little while ago myself, and I don't 
know ho~; the hell t he thing ever did get in there . 

You don't want it , eh? 

No , I don ' t say that . 

(Laughs) All right. 

I don 't say that, but I think Cordell may want to use 
it for trading !Jurposes, you see? And he says he needs -
he says l f lt would Just be hel d up for a couple of 
days , lt would be helpful t o him . 

'l:hat ' s very e asy to do . 

And that ' s al l right with me . 

lnere • s no t rouble to hold anything up up here . (Laughs) 

(Laughs) 

The State Department is - for the last week has been 
urging action on my part. 

\Yell, t:ordell just called me and asked me a s a f avor 
to call you and - to hold this up. 

Nell, it ' s in a position where I can do i t because the 
subcommittee has reported it to the full committee, -

Yes. 
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- end tbe full. co111111i ttee can report wben it gets ready. 

Well, be - he - that will make him happy. 

All rigbt . lYell, 1f there is anything else to advise 
me on it on Monday, do it, will you? 

Yes, I won ' t be here, but Wayne Taylor is standing in 
my room now, and he knows about it, and he -

All rigbt. If anything else comes up to a dvise me on 
it, let me beve it. 

Wayne Taylor will get in touch with you. 

All r ight. 

Thank you, Key. 
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A portion or this telegram must 
be closely paraphraoed before 
~eing commun1ca ted to anyone , (A) 

Secretary of .... tate 

v:ashington 

357 , March 13 , 12 a ,m, 

( OAAY) FRO!! COCHRAfl 

Paris 

Dated March 13, 1937 

Rec•d 11 a .m. 

JOUll!IJ..L Of'PICIAL tllis morning carried decree which 

closed yesterd~y evening subscriptions t o t he first i ssue 

or t he national def ense loan. Min1ster of Finance stated 

t o press last nisht that this first tranche had been closed 

eit;ht hours ni'ter subscriptions were opem•C. , He has decideC. 

to issue , beginninG Tuesday, a secon<' tranche in the same 

terms as the f11·st . Those subscr1bers who failed to obtain 

ye~terday the amounts they desired will, it is indicated, 

be given preference for the second issue . 

Amount or second tranche is not y <J, •.1:11onncflt1. but mar­

ket ex pee t s it. t-, :'e from 2t to 3 billion i'rancs . 

Some Pren:l'! .... 1 tsrs reel tllnt terms of loan were more 

favorable to 11\:l. .. ~ lrl t,~rs t bsn was nocoasary. Press and 

market are both, ;wwever, happy to see the l oan succeed ao 

well , 

In cfficial tradins this forenoon the Crane has con­

t inued stron0 a~ainst all currencies with the Bank of Prance 

acquiring 

ac • e at.erl1.ng, 
Regraded Uclassified
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Secretary of State 

l ·aahington 

GRAY 

PIU'iS 

Dated March 13, 1937 

!leo 1d 11 : 40 a ,m, 

357, IJarcb 13, noon (Section Tto) 

Y'lster<l.ay the PI!IAN::IAL liE'··s , London, cri t i cised Brit­

ish officials for refusing French scheme ~f maki ng coupons 

payable in London in spite of tripartite agreement , In 

reply t o tbi a the FINANO::IAL 'l'IIIES today said· in part : 
11

Pra.:: ~: J.cally all the subscriptinns c 'Jtte fron1 internal 

source s and no doubt the big French 'bank s and insurance com­

panies tool' large amounts , Some Fre:1ch nationals with fun6.r. 

abroad may have repatriated part of their capital to apply 

for the new loan but there is no evidence British investment 

circles were deeply interested , \:riticism bas been launch&f 

against tho British and American authorities for the sup­

posed lack of help to FraMe in the matter . This business ie 

a French domest ic concern and it was up to the Blum Govern­

mont t o induce French c i t izens to lend to their country in 

the emergency , This has been achieved by the ingenious 

method of g iving an exchange option·· and guarantee which 

will protect the investor agai ns t his principal fear -- a 

further fall in tho value o f t he franc , " 

HPD '7JLSON 
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Secretary of State 

rlashington . 

GRAY 

Paris 

Dated March 13, 1937 

Rec ' d 12:12 p , m. 

357 , March 13, noon (SECTION THREE ) 

In an editori al the LONDOU TIMES today touched on 

thi~ point as fo llows: 

"So far as is known comparatively few subscriptions 

came f r om London in spite of the generous terms and 

guar e.nt..,o:., c..;ainat loss from e.xohR.'lC,e f'uc tuat ions , This 

is as i t should be for from the vo~7 na t ure or the loan 

31 

it was an issue for the Fr ench investor. In some quartel.'~ 

it seems to have been expected that the British Treasury 

would have given the loan a kin~ of 1ntet~ational character 

by authorizing subscriptions to be received and interest 

to be paid in London . Uuch 3S Great Britain must be 

interested in everyth~ng which contr~butes to the f i nancial 

and polit~cal stability of th~ French Republic thore waa 

no need fo r any ass~stance or this kind. Indeed it uould 

have implied almost an offensive lack of confidence in the 

good sense as "ell as the pat riotism of French investot•s 

whose resour ces i t was well known were amply sufficient to 

make t he l oan n success , The mora l and political effects 

of the over-oubscr~ption wou l d have been seri ously weakened 

it' foreign 
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- 2-#357, March 13, noon from 
Paris (SE:TION THRZE) 

if foreign money had come forward because there was a 

fear that French money might not , " 

The LONDON ECONOMIST today says the recent French 

f inanc ial reforms "continue the work ot reconstruction 

i nitiated l ast autumn by the tripartite monetary agreement 

and t he subsequent deval uations and t hey deserve all 

posri bl e suc~ess" , END !.:ESSAGE 

'iiLSON 

BPD 

OH13:>3:1 

. ,.. .. 
I t t 1:.1 • 
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TREASURY DEPARTMENT 

INTKit OnriC& COMMUNICATION 

.... ,.. 

To Secntaq llor~• \ba 

~ II. A. Barrle 

AUacbH. h a tallle aboriJ1C Uaa cloelQ& prlaee ot 

, .... .....,.. 'toa4ae.a4 !I'M....,. Dot•• ull o..&raDteH. hnee 

oD Dec•ller :u, 1136 e.a4 llarcla 12, lt3'7 e.a4 Uaa ut 

cbaQie la price tor th.h perlo4. Aho, t.be oloelQilllll 

prlc&e OD hlll"iial'J 2e, 113'7, t.be 4AT the aDD- __ , 
••• chaD \bet ao D" aoDq .....U4 lie aeall lD t.be llarcb 

ll5th tlDDDc1Q&, u4 oD llarcb l:it\b u4 Uaa ut ObaDI• 

tor tllle parloll. 

I\ CUI lie ·- tra tllle tabla Ula\ loee .. el.DC& 

the tint ot t.be :r•r '117 aoet ot t.be abort u4 lDta.-

11&41& ta 'rr•I'IU':t' be DC!.• are t..o to thrM tlaae aa larp •• 

thoea liT loQ& bcDCl.a. Bowenr, loa••• liT all bcDCl.• eiDC& 

ralll"'l&l'J 2e are ot allov.t Uaa ... proportio••• It oazo 

alae lie - t.be\ lou•• ... ttai'H "T 10111 bcDCl.a bee -

u\lnl:r 1a the perlo4 elDCa rail,....,. 211U.. 
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Gloet.c Gl..UC C1..UC Gloebc 
Prl- ~lo• .Je\ Prio• Prl- let 

fl'!!!!!l"l :19!4! p.o.a1 ..... 12 err ..... ... u '?'n• 

1>-3/ 81 1940-43 (J'U) 10'1' .36 101,8 - 1.18 lOe.lll 108.8 -o..a 
1>-3/ 81 194"1A3 (liar) 108.:14 1DI,30 - 1.36 lO'l.lll 1DI.30 - 1,1 

3-1/•• 1941 ' 
108.u 1D6,U - 1.38 10'7 .as 1D6.36 oo~1.0 

1>-3/ 81 1943-4'7 11D.18 10'7.1 - 3.1 1DI,30 10'1',1 - 1,11 

3-1/41 1943-411 1D9,1'P 106.34 - 3,3 108.16 106.:14 - 1,a 

3-1/.f.e 1966-46 109.21 106.16 - 3,00 108.111 106,16 - 1.11 
h 1964-66 1111.31 113.00 - a.111 116.13 1111.00 - 1,11 
2,.3/.. 19411-6'7 108.30 lD3. 38 - a.M 106.12 103 •• - 1.16 
3-3/ • • 1946-116 116.16 111.30 - a.38 113.1 111.30 - 1.U 
&1 1946-61 101.00 1011.aa - 2.10 10'7.8 106 •• - 1.11 

1946-41 108.27 10'7 .a - 1,25 lDI.& 10'7.1 - 1.11 
194'7-52 121.16 11'7 ,28 - a . 30 111.22 117.28 -1.16 
19411-51 104.11 102.16 - 1,37 106.'7 loa.16 - 1.31 
194~52 108.16 106.81 - 1.2ll 108. 6 wa.aa - 1.111 
194~ 1D1.111 100.12 - 1.3 101.1'7 100.12 - 1.5 
19111-M 103.13 102.13 - 1.1 103.1'7 102. 11 - 1.& 
19!11-1111 1D6,30 106.32 - 0,30 105,26 106.22 - 1 •• 

So 1955-60 106.30 103.18 - 1,1 106.30 1D3.11 - 1,12 

19~59 103.00 1D3.9 - o.u 103.1'7 1D2.9 - 1.1 

t .c. 2-3/4• 1939-411 103.2 101.2 - a.oo 102.215 101.2 -1.&1 

3e 1963-67 105.21 103.2'7 - 1.26 106.8 103.2'7 - l,lS 

c. 2-3/4• 1963-67 106.16 103.17 - 0.29 106.2 103.1'7 - 0.1'7 

c. 2-i/4• 1942 u 103.00 101.6 - 1.38 102.30 101.6 - 1.11 

o. ~ v ... 1944.-64 1D5.30 106.30 - 1.00 1011.38 106.30 - 0,30 

c. 31 1944.-52 wa.oo 103.1 - 1.:14 106.29 103.1 - 1.11 

. Y,II.C, 31 1946-411 105 .13 104.00 - 1.13 1011.8 106.00 - 1.8 

:f!:MIVll!\• 
9/ lJS/:rt 1D2.1 1D1.21 - o.u 1D2.2 101.21 - 0.11 

2/ 1/"JS 102.15 1D2.00 - o.u 102.& 1D2.00 - 0.5 

3/111/ • 103.6 wa.u - o.30 102.3$ 102.11 - o.a 
6/111/ "JS lD$.11 1D2.16 - o.11 103.1 103.16 - o.e 
'i/111/• 103.10 102.30 - o.aa 1D2.27 102.30 - 0,'7 

3/111/• 101.12 100.2'7 - 0.1'7 1D1.6 100.2'7 - 0.11 

5/ 15/• 1D2.21 102.1 - 0.21 102.18 102.1 - 0.10 

12/15/• 1D1.'7 100.13 - 0.36 100.38 100.11 - 0,111 

3/111/., 101.11 100.11 - 1.00 101.1D 100.11 -0.17 

&/111/., 101.11 100.1 - 1,06 100.30 100.1 -0.&1 

l~t:f: 101.11 91.10 - 1.16 100 •• 91.30 -o.a 
101.1 91.ae - 1.11 100 •• 91.21 - o •• 

5/ 111/41 100.11 91.U - 1.10 100.8 91.16 -0.14 

12/U/41 100.U H.U - 1.01 100. 91.111 - 0.1'7 

lo\11 J'Scv• dt.r &eot.l pilate z•••' ..... 11- per•-'• 
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lloaorehle s.m,- llorceotbau, 

S.cre1aq ~ tU ~. 

Wa~, D. C. 

Dear lfellr7• 

~~arch l3. 1937. 

'l'banlte illdeed tor rour letter or 

llazocb 13, with 1t.e enclo.ur.. . I u 

reterr1llg the •t.wr to lllr. '--• who, u 

;rou lmow, le tollowiJlc it. up. 

Since~ roure, 

~ 

1 
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!,larch 13, 1937 

PRSSE:NT; 

Llr. Lochhead 
Dr. Burgeu 
Hll,Jr. telephoned to ur. Coolidge and attached ie 

a record ot their conversation. 

HM.Jr: I have a hunch and I want to get these 
various services like Standard Statistics , Uoody's , etc . 
Someone, some place, somewhere has talked to these dif­
ferent eervices. 

(Note: The Secretary called attention to the 
attached service letter of Theo. R. Goldsmith, Inc.) 

It it does not come from these services, it may 
come trom across the street. I am talking about the 
fact that the Government bonds are too high . This has 
happened before and somebody, I think not connected 
with the Treasury, has talked. 

Dr. Burgees: I believe Standard Statistics has 
been bUllish right along. 

I:!IL,T_r-: It this was a cumulative thing, why should 
acy re:ruiiQliig have gone so well1 I may be wrong. Thh 
may be a blg movement, but I •smell a rat•. Thls Gov­
ernment bond market started to eell o:r:r when the Federal 
Reserve announced that they wer e goi ng to increast their 
excess reserves 

have 
have 

Dr. Bursees : You can't 
money ratee remain low. 
cheap money, 

reetraln inflation and 
When you detlate, you 

!DI . J r: The Board 1B on r ecord in saying that 
t hey are 1n :ravor o:r low long-term money rates. I do 
not believe you can correct this thing by making public 
statements. FortunatelY :ror me, I never have done so, 
I have never made any propheciaa, but meet the situation 
each day as it arises. Every single statement 1n to­
day's papere is accredited to the Federal Reserve. 
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H.li.lr: 
T.l. 
Coolidge: 

H.M.J'r: 

0 : 

H.M.lr: 

0: 

H.M.J'r: 

0: 

H.M.J'r: 

0 : 

H.II.J'r: 

0: 

H.M • .Tr: 

0: 

H.M.J'r: 

0: 

H.II.J'r: 

0: 

H.M.lr: 

• Karch 13, 1~37 
~:30 a.a. 4S 

Bello , .rer r , how are you? 

I am very well end how are you, Henry? 

I am just about ready t o so to Sea Island. Ir you 
don ' t mind, I would like to have this a one-way oon­
veraation. Whet do you think about the Governaent 
bond market and oould you i nterpret what bas hap­
paned in the Government bond market ror me? 

Yes, Henry. I think that r or some reason, probably 
t he thought or short- time money rates. We had a 
big break in the corporate bonds and in the state 
bonds, · 

Yea. 

- tax exempts. 

Yes. 

And I think the Government market is now rolloWins 
their gun. 

Any gossip up there that you could pass along to me? 

I have bad very little, indeed. The - t he - let me 
think now - I had a talk yesterday with llr. Parker, 
who travels around . 

Yea. 

It's that Standard St ati stics, you know. 

Ab- ba. 

And he relt that we were nearing the. end or t ba very 
oheap money - that we ' d have temporary money wort h 
something inside or eight or twelve months. 

Ah-ha. 

And that that reeling was deapreasins Government bond -
general bond prioea, -

Ah-ha. 

But I think he talt that i t ia being rather overdone. 

Do you - do you mind 117 aell:1ng how you reel about it 
yourself? 
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47 

Have we been doing -

No, not what you - no, Just bow you reel personally. 

Well, I t hink - I t hink the beat way to say that is -
is wbat I have been doing in tbe bank. 

What•e that , Jeff? 

And we•ve got about $&0,000,000 bonds as distinct tram 
sho~ter - aborter securities, -

Ah- ba. 

- and they're holding on to them. 

I see. 

A few months ago we sold a fair amount or, say f rom 
four t o eight years, -

Yes. 

- and bought somewhat longer ones, but in smaller 
quantity. 

I see. 

An~ we •ve now - we ' re now in a position where we are 
going t o sit on those -

Ah- ba. 

- and the rest of our Government money is - another, 
say, seventy- five or eighty- f ive million, is - is 
quite short. We're buying s lot or these bills. 

I see. Well , then you' re not particularly disturbed? 

No; no - not - in fact, I think we've done about 
right bare. I think we• re - we ' re going to have a 
good bunch and we•re going to sit With them, certainly 
until we s ee the - the short- time money rates really 
begin to go up. 

Ah-be. Well , it was my good fortune that we got through 
our conversion 9&~ or better, so I can afford t o be 
fai rly - · 

Yes. 
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H.M.Jr: 

C: 

H.N.Jr: 

C: 
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- pbiloeophioal about it all. 

I - personally, mT hunoh is this - this drop was due 
to oome and it oame f irst in the tax exempts and oor­
porates and now ·it is ooming i n tbe Treasuries. 

Well, I wanted - I wanted - I mean there are so few 
people t hat I feel t hat I oan oall up t hat I baYe 
oonfidenoe in that I t hought you were one ot two 
t hat I oould. 

Yes , wel l , it's - I ' m - I ' m glad you oalled up, Henry. 
I appreciate it. 

All right, Jeff. You •re well? 

Couldn't be better . 

Pardon me? 

You aren't ooming up this way again, are you? We 
missed you before; we were down South. 

Yes , I was sorry. Burgess is sitti ng here and be 
says t o send you his best regards . 

Thank you. 

All rigbt. 

Goodbye. 

Goodbye. 

Goodbye. 
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TBlO. L GOLDSMITB. INC. 
NATIO NA J.. ....... • Uti..OINO 

WUHINOTON. D. C. 

[

A WAMttlftOII t•ro..Anotl ll.lrnc:a] 
tnone ucutt•vn-. to 

UWTUITATa .. tn• tftHCVImU 

""'~•eoo 

Hon. Hanry A. Uorgeothau, Jr., 
Secretary of the Treasury , 
Treaaury Department , 
taahtngton, D. c. 

Dear Ur. llorganthau: 

llaroh 12, 1937 

Cbairaan Marriner s. Ecolea told ae today that the powera of 
the Federal Reaerve Syatea will be eaplored to aaintaln prioea of lona­
tera U. S. Governoent bonde at approxtaately the preaent level . He 
dented current rumore t hat aalea of U. S. Government aeouri1iea by the 
Open Market Co~ittee of the Federal Reaerve Syatea •o~ld be ueed to 
curb the current rioe in commodity prioea. On the contrary he 1a of the 
opinion that open market PURCHASES of Oovernment aeourittea may ba in­
dicated if additional credit ia required to finanoe buatnesa needa a• 
rioing prices. Ha ia not of the opinion that a reatrtotive credit 
policy ahould be uaed to curb the preaent rise in commodity prtoaa. 
Other Oovernmont departaente, euch aa the Agriculture , the s, £, c. an4 
the Federal Trade Commieaion are vetted with powera to control thil 
ai tuation, 

llr. Eccles 1a f ully eure that the retlreaent of Oovnnaent 
debt in the banda of the bank• by epplioetion of Social Security tax••• 
etc., •ay not be effectively aoooapltahed for eoae tiae. He reoosniaea 
the poaaibility that i ncreaaed depoaita, r eaultins fro2 lapr oved buai­
neaa and a rioe in curr ency circulation, a&J deplete tho oatiaatod 
•~oa.ooo,ooo of oxceea reaervea , roaainina after tho f ull booat in re­
aerve requirements booomea effective on l oy 1. Ho aoya t ho roderal Ro­
oerve Syatom will no t peralta credit 1tra in to develop whi ch would 
foroo the banka of tho country to liquidate bonda, If credit oapanaion 
or currency oi roulation durin& the balance of the yoar raaohaa a no• 
high, Federal Re•ervo aotton wi ll aupply the bankins tyate• with 
additional rtoervea . Thie will bo aoooapliahed by the purchaae of 
Govar nmont bonda In the open •arket by t he rederal Roaerve banka or by 
a teaporary auapenaion of the Treaaur y'o aold ateriltaation pr oaraa. 

A yield of about 26$ on lonJ-tora Oovornaonto lo oonaidared 
both reaaonablo and deo irable, aooordins to lr, tooleo , end, therefore, 
•onetary policy will be directed tooardo .. tntenanoe of low loos-tara 
htor .. t rat ... 

lr. J:oolea 1o fully eoare ot t be faat thet tbe pOll&)' of ex-
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tension of additional oradit, outlined in hia oonvereation, may aubJaot 
the Board of Oovarnora of the Federal Reaervo Syate• to oritioiae on 
tho sround t hat i natoad of cur bing a pottlbla prioe inflation, it act­
ually would be feeding it, He ia oonwinoed, however, that the currant 
booz in bualnett and oomsodity prioea, whloh ia no• developing ia oaut­
ed by other than monetary tactora and mutt be corrected by other than 
monetary meant, He it convinced that monetary policy at thit Junotura 
muot be uaed to enoouras• an expanding output of goode, rather than a 
r eetriction of purohaains power which would tishten long-term inttreat 
rateo and , therefore, oauaa a decline in production . He reaardt ,oney 
aa •the eervant and not the maeter of the economi c eyatem.• In hia 
opinion, a manased ourranoy eyete~ can operata eucceaafully, only i f 
non-~onetary oontrola of our economy are applied . At this tiea a polloy 
of reatriotlns oredit to ourb a riaa ln co~eodity prices eisht ba affect­
ive, but •the oura would ba worse than the diaeaae.• The aupply of eonay 
and credit, muat ba kept ln line with credit needa. 

Mr. toolea aaid th~t open market operations of the Federal Ra­
aerve System, unquootionably will be ueed to prevent any t emporary oredii 
otraina oaused by aeeaonal e~panaion of loana and ourrenoy ctroula1ion. 
I waa told that an active Gnd agRreoatve open market polioy to prevent 
any undue decline in the bond market or any laok of credit for axpandins 
buaineaa, may be confidently anttoipatad. 

deollne 
prahal 
will try 
obtained 

TRO/rda 

Tbta apecial letter ia beins tent to you becauee of the r aoent 
in the Oovtrnaent bond 11arket euaa to be baaed upon a tal .. ap­
or future federal Reserve polloy. In our Bulletin next waak,· I 

to make o more comprehensive outline of the opiniont and facta 
today in the interview with Mr. Eoolee. 
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Dr. Burgees: I f anyone t hinks that he can con­
trol commodities and not be a Hi tler or a Uussolini, 
he's Just cra~y. It Just can't be done. 

HU, J r: The rise i n the prices are all war com­
modities. Tns other co~odities have not gone up. 

If I were in this t hing alone, wi th you people 
in New York to act for me, I would not be so worried. 
I have handled much worse situations with you people 
a nd have come through i t gri nni ng , but I do not know 
what the Federal Reserve Board wi ll do. I think the 
Federal Reserve Board should begin open market opera­
t ions. 

Dr. Burgess : I think tha t would be a mi stake. 

RU ,Jr: Well , I disagree with you on that. I 
am convinced that this thing i s entirelY due to action 
and talk by people connected with the Federal Reserve 
Board. I say that they have got us into this situation 
and i t 's up to them to get us out of it. If they do not, 
I will. 

The Secretary then called Tom K. Smith on the 
telephone, and the following is a record of their con­
versa tion: 
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H.M. J'r: 

Operator: 

H. lo! . J'r: 

0: 

H. lo!.Jr: 

0 : 

H.M. J'r: 

0: 

B.M.J'r: 

0 : 

H.M.J'r: 

Operator: 
Tom X:. 
S!nitb: 

H.M.J'r: 

S: 

H.M.J'r: 

S: 

H.M. J'r: 

S: 

H.M • .Tr: 

S: 

H.M.J'r: 

Treasury? 

Tea. 

llarob 13, 1937 
g:4.5 a.m. 

See it TOU can get Mr. Tom X:. Smith ot St. Louis , 
either at ~is home -

Yes. 

- or at the Boatmen's National Bank. With the ditter­
ence in time, be m&T be home. 

Tea. 

Tom x:. Smith. 

All right. 

Otticial. 

Yes. 

Hello? 

Mr. Smith. 

(Pause) 

Bello, Henry? 

How are 70u, Tom? 

Fine. 

Good tor TOU. Did I get you at home? 

~es, I'm Just ready to go down town. 

Had TOUr cottee? 

Yes. 

Good tor you. A one-way conversation - how do you 
interpret what ' s happened the - this past week in 
the Government bond market? 

Ob, just a reaction to a topic that ' s been - that 
people have been waiting tor tor a long ttae. 

Ah-ha . Has there been any gossip around or any 
stories co-1ng out ot Washington that has bothered 
the people out your way? 

53 
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S: 

H.'lol.Jr: 

S: 

H.M.Jr: 

S: 

R.M.Jr: 

S: 

R.M.Jr: 

S: 

H.M.Jr: 

S: 

H.M .. Tr: 

S: 

H.M.Jr: 

S: 

H.M.Jr: 

S: 

R.M.Jr: 

S: 

H.M,Jr: 

S: 

H.M.lr: 

2 

Well, nothing except the SUpr eme Court. Of couree , 
that hasn ' t anything to do with the financing . 

No, but I mean anything financial . 

No ; no. 

No gossip stories . 

It was just t oo high, Henry. 

What? 

Just that the market was too high. 

Well , I mean how did it all happea to come jus t a fter 
we get through our convers i on? 

54 

Well, I gues s they hs d t o have a - wel~, I ' ll tell you­
I ' ll tell you my r eact i on to it, and then you can put 
me down as a normal person. 

Perfectly normal. 

We sold our bonds sixty days ago . 

You did? 

Ot course , I'm i n ths bank business to make money -

Yes. 

- and Just on - Jus t l ooking at the market, I sold out , -

.Ah-ha. 

- thinking the market was goi .ng to go down. 

.Ah-ha. 

No r eason in the world exoept that I thought the inter­
est rate was too low. 

.Ah- ha. 

Now t hat - that ' s about all I can say. 

I aee. Well, of oouree , I - I can ~e i .n e very 
philosophies~ mood , having gotten 9~ conversion, and I 
oan sit baok and sort of take it easy, but I onlr got 
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S: 

u.w.Jr: 

S: 

H.M.Jr: 

S: 

H.lo!.Jr: 

S : .... 

H.M.Jr: 

S: 

R.l\l.Jr: 

S: 

fl ,lof,Jr: 

S: 

R.M.Jr: 

S: 

one or two friends I oan oall on end you ' re one 
ot them. 

Well, I think that - the way I feel about it ia -
! 'Te got a little oold - oan you understand me? 

I understand you perreotly. 

The thing will settle down on a lower base and then 
we ' ll go along - sail along Just as happily aa we 
were before. 

I see. Well, I wanted to get bow you felt about it 
personally. 

How are you, Henry? 

Oh, I ' m all right. I ' m going to get away tonight tor 
a Taoation. 

That ' s tine. How is Krs . Morgentbau? 

She ' s fine, thank you , and your wife? 

Yes - all right. 

Well , take oare of yourself. 

Okay , boy. Goodbye. I ' ll oall you. 

~ you. I ' m for you. 

All right, Henry. 

All right. 

Bye-bye. 

5! 
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Dr. Burgess: All over the world people think 
there i e going to be an inflation. In race or that 
you can 't keep money rates way down here. A good way 
to play is to put a dealer on and give him a •put• on 
us t or all t ile bonds he purcllasea during the day, al­
lowi ng him a 32d profit on all purchases made. I 
don ' t like t o do t his tnlng often, but I would like t o 
do it today. By doing t hi s we would not operate big 
on the board and t he mar~et woul d not know that we were 
operating . I t hink i f we use t his method, we would 
g ive the order today to Devine. They are speculative 
but clever brokers ~nd tile market would not suspect 
tnat tney were operating for us. 

HU ,Jr: I cannot be a part of that . 

Dr. Burgess : You have done it befor e. 

~,Jr: Well, t hen, I did not know about it. I 
Jus t ca~t do that . I don 't like it. 

Dr . Bursees : we have done it t ime and time again. 
There ie nothing wrong about it. 

HU 1 Jr: This ie ~ pol icy. You f ellows get our 
orders t o buy and sell. I have never told you how to 
do it or through whom t~ do it. The responsibil ity is 
yours . Do you want to tate it? 

Dr. Burgees : Wny, of course! 

At t his point, Dr. Burgess left the office and 
Mrs . Klotz was instructed by the Secretary to make the 
following a part of the record: "I have t hought t h18 
t hing t hrough very carefully and the smart thing tor me 
to do is to place the entire responsibility on the Fed­
eral Reserve Board and 1ns1st that t hey act to take care 
of this situation through open marke t oper ations as t he 
long-term GOvernment bonds began t o s lip from the day 

, 

that they announced that they would increase their ex­
cess reserves. The day of t hat announcement was , I 
believe, t he last week in November. I am gotng to keep 
repeating t hat if they do not act, I will, and by t hat 
I mean t hat I will t ake enough of our sterilized gold, 
convert it into gold certificates and retire with t h ie 
money an equal amount of Government bonds from the market. • 
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H. M.Jr: 

Operator: 
Bill 
Bowas: 

B.W.Jr: 

H: 

H.M.J'r: 

H: 

H.loi.Jr: 

8: 

H.M.Jr: 

B: 

H.M.Jr: 

H: 

H.W.J'r: 

B: 

B.M.Jr: 

H: 

Hello? 

Go ahead. 

Hell.o? 

Morgentbau. 

Marob 13 , 1937 
11:50 a.m. 

Yes, Mr. Secretary. This is Bill Howes. 

Yes. 

Jim called me and wanted to know bow we were getting 
along with our Treasury-Post Office appropriation 
bill. 

Yes. 

And be wanted me to call you . Now;I~e checked here . 
I was up there tor tour days before that Appropriation 
Committee, and we seemed to be getting along here 
pretty well on oure , end whet I wanted to ask you 
is it you had anything you wanted to tell me end it 
there is any way I could help in any way. 

Well, now Just a minute. The man ' s here and I'll ask 
him. (Pause) They tell me that as tar as we know 
we're all right, but we ' re not sure. They haven't -
the Senate hasn't told us yet what they're going to 
do. 

We beard an informal report that they were figuring on -
on bringing the thing out ot Committee on Monday. 

Well, we don't know. They keep in touch with Kennedy 
Rae, the clerk there -

Yes. 

- but we think we're ell right. 

Yea. 

And I appreciate your calling, end I 'm - I'm leaving 
tonight, and I'll tell them it - i t we're not all 
right to get in touch with :you Monday or Tuesday. 

Yes; well., I'm going to be right here in town, and 
11 anybody representing you calls me up , why I know 
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H.M.Jr: 

H: 

H.M.J'r: 

H: 

2 

most or that Ca.aittee , and anT way I oan help in, 
I 'll be glad to go right up and see thea. 

Thank 70U Tery IIUOh, 

Yes, s ir. 

Thank you . 

All right . 
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Opera tor: 

e. u . Jr : 
l!arriner 
Eccles: 

ll .M.Jr: 

E: 

H. li .Jr: 

E: 

i! . ll.Jr: 

E. : 

H.M. Jr: 

E: 

H. LI .Jr: 

E: 

H. l.l . Jr: 

E: 

B. '.I .Jr: 

E. : 

H . II . Jr: 

E: 

li .M.Jr: 

E: 

'i . ll .Jr: 

E: 

B.li. Jr: 

Go ahead. 

Hello? 

Bello? 

Marriner? 

Yes, Henry . 

March 1.3, 19J7 
ll:55 •••• 

I wondered whether you were a live . 

~ es , sir . You betcha . We 're - (laughs) -

W'nat? 

59 

• 

Very much so. (Laughs) When do you want us to come 
over? We can come over most any time no• . If you 
prefer to wait until after lunch, or we can come over 
right now. 

Well, personally, I 1d a little bit prefer it right now. 

\'/ell, we ' ll be over there, say , twelve o 1 clock . 

Swell . 

Is that all right? 

Yes . 

Do you feel better this morning? 

I? 

Yes. 

lluch better . 

That's good. 

Yes . 

All right. 

You' ll be over tnen? 

All right . 

Tbant you. 
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L'EETHG ON GOVERNMENT BOND 

Joi.AliK.ET DliCLINE 
Maroh 13, 1937 
12:15 p .m. 

Pres ent: 

Eoolas : 

H. M. Jr: 

F.ooles : 

H.l.l. Jr: 

Eccl es : 

H.M.Jr: 

lolrs . 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
lolr. 
Mr. 
Mr. 
Mr. 
lolr. 
lolr. 
Mr. 
Mr. 

Klotz 
Lochhead 
Taylor 
Haas, 
Bell 
Barris 
Eooles, 
Harrison 
Goldenweiser 
Ransom, 
Sinclair 
Szymozek 
Burgess 
Morrill 

Well, we have been dis cussing the capi tel market , 
including the Government bond market end long­
term interest rates end balanced budget end price 
levels , etc. The committee feel that they would 
be wi lling to have the Reserve System take over 
the responsibility for the Government bond market 
while you are away. They do feel , however, that 
they should determine, based upon the situation 
as it may develop, whether or not the portfolio 
should be increased or whether it can be met by 
shifts in the portfolio . After all, that is e 
question of method based upon conditione. But 
they feel that it' the situation warranted it, 
end it was apparent that the shifting was not ad­
equate t o meet it , they would be willing to in­
crease the portfolio. 

They would like to avoid increasing it for this 
reason ......... . 

Do you mind my interrupting you? My going sway 
has nothing to do wi th it. 

I know; I was Just .•.•.. ••. 

That was facetious. 

Yes . 

I mean the Treasury goes on just the same . 
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l!:cales: 

H.loi.J"r: 

F.ccles: 

H.M.J"r: 

Eccles: 

H.M.Jr: 

F.cales: 

H.M.J"r: 

- 2 -

Well , except that naturally, it you wanted some as­
euranoes with reterenoe to this thing - you told 
me yesterday .. . ....•.. 

Oh, yes. 

That ' s what I meant. Naturally you don ' t want to 
leave without some eseurenoes of knowing whet the 
program is. 

Yes. The point that I make is I em never away. 
Since I have been Secretary, I have never been able to get away. 

Away from a telephone, huh? 

Yes . 

There i s a question in the minds or the committee 
as to the effect of inoraeaing the portfolio which 
would involve making a statement. It would depend 
upon the interpretation given to it. It mey be 
helptul; it may be ell that is necessary. On the 
other hand, it may have the eefect or the market 
reeling that the situation may be much more serious 
and requiring drastic action, requiring en increase 
in reserves, which t hat would do, when really it 
tu.ndementally ian • t necessary. I mean it may have 
thet psychology. And, therefore, it ia the rael­
ing of the committee that unless it is absolutely 
necessary to do that, they would think that it was 
fraught With some hazard to do it. 

Now there' is one other point, end I don ' t know that 
this expresses the views or all members of the com­
mittee , but I would sey it wee the consensus of 
opinion that it would be s mistake t o pay or set 
any specific price on a security. In other words, 
it becomes equivalent to a definite guarantee that 
you Will buy all securities offered at some specified 
price. That could, of course, involve a tremendous 
liability if the paychology didn ' t stop the offering&. 
I think thet queation is debatable. 

I think - does that cover it , George? 

I don ' t underatand it . Do you mind if I put it 
this way? Bow would the people in New York 
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Fccl es: 

H.M.Jr: 

Eccles : 

Szymczak: 

Fcoles: 

H. II. Jr: 

Burgess : 

H.M.Jr: 

Burgess: 

H.M. Jr: 

Fccl es: 

Burgess : 

RH rrison: 

' 
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- 3 -

who have to carry out the orders - how would they 
carry out the orders interpreting just whet you 
said? Whet would they do? 

They would ••.••..••• 

Do you mind if I ask them? 

They would buy the GoverDillent bonds needing the 
support . 

Dr. Burges s ca.n answer that. 

Yes , go ahead Randolph ; that ' s better. 

Do you (Burgess) mind interpreting whet Eoclee 
said? How would you s ot? 

I would go ahead jus t sa I have been acting , 
buying good chunks , trying to keep the market 
s teady . I think we oould probably hold t he two 
end e helves above per. You cen •t guarantee 
that. But we would buy the same kinds of quanti­
ties that we have been buying, only we would buy 
them for the System ecaOUJit instead of the 
Treasury. 

Tbat •e what I •••••...• 

We oan proba bly arrange ell right to have de­
creases in the very abort s tuff to offset pur­
chas es of bon,ds and l ong notes . If it gets t o 
a point where we csn •t do it , then we woul d have 
t o inoreose the portfolio. Or if the general 
s i tuetion were such t hat the pic.ture •••••..•. 

But t he proposal you ere making now is that be­
gin.ning Monday you operate for yourself alone . 

That ' s r ight. 

That ' s right. 

That is, if t he Treasury does not went o f itself 
to go into the market f or t he purpose of investi ng 
some funds. I mean we ere not trying to propose 
a plan that deprives you of the opportunity of 
investing your funds if you want to. 
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H.M • .Tr: 

&Jrgess: 

Eccles: 

H. M • .Tr: 

Eccles: 

H. M • .Tr: 

Eccles : 

H.M • .Tr: 

Eccles: 

&lrgess: 

Eccles: 

-. -
Well now let me ask another question. Suppose, for example, in two or three or four days next week it is necessary to buy a hundred million dollars• worth or the long terms. Now, do I understand you will continue the same policy ot letting bills run ott? 

(Nods yes.) 

Well, of course, a hundred million, if it came over a period of a few days, it would seem to me, certainly it wouldn ' t entail the necessity or increasing the portfolio. It would depend in part, would it not, Randolph, on how it de­veloped, how they came , whether it looks like en avalanche or merely an orderly selling over a period of time; it the latter, then it could be accomplished by shifts. 

Well, I mean who is going to make the decision, if I may ask, whether you a r e going to increese your portfolio or not? 

Well, what we have got to do before we can in­crease the portfolio - the executive committee has got to authorize the manager of the account, Burgess, to do that, and we've got to get a telephone approval or wire approval of e maJority of the full committee. 

And you haven ' t got that? 

We haven ' t got in touch with them. 
Then I take it - I mean you don ' t feel that the situation justifies it . 

What we plan on doing is calling a meeting or the full commit tee to meet bare Monday eo we oould get the necessary eutbori ty. In the meantime, they have got authority now to make shifts or a little over a hundred million. Isn ' t t hat right? 
{Nods yea.) 

So you oan handle the market on l ong terms up to a hundred million. 
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H.M.J'r: 

Burgess: 

R.M.J'r: 

Fooles : 

Ji,l\,J'r: 

Burgess: 

R.M.J'r: 

Eccles: 

HArrison: 

H.M.J'r: 

Harrison: 

- 5 -

Well now, why not be a little practical? SUp­
posing on your hundred million , fifty million 
were two and a halves and two and seven-eighths. 
What are you going to do? 

Take them, put them i n the portfolio. 

But you people - you don ' t went to heve any partie­
ler line on which you ere going to ,,, , ,,,,,, 

Well , what .... .... .. 

Well, Just a queetion - t he question you have 
raised about the two end s helves going below 
per. 

I would interpr e t that f rom the operating end 
that we would be doing Just the same as you end 
I have always done. That is, we have set a 
point - "Let ' s see if we can keep that from going 
below per,•- but you don 't guarantee that. 
If you get hit with three hundred million of it, 
you can 't try to hold it there. That is , nobody 
can hold off a market of thirty- four billion 
at one given point end guarantee it. But we 
have always agreed on procedures on that - that 
we would do the best we can on that. 

Why do you people suggest that you do it now with­
out the Treasury? 

Well, we don ' t. We would be tickled to death to 
have the Treasury come in. It is just s question 
of - we ere willing to do it to t hat extent, but 
certainly there is no de sire to do it without the 
Treasury. 

That is what I tried to explain s moment ago. I 
don 't think there is anything in whet we did that 
would imply that we would not went to continue the 
partnership with the Treasury. Tbet wes only a 
suggestion of the maximum that we would be willing 
t o do in the event t be Treasury does not went to 
go along. 

I got the impression that you were suggesting the 
Treasury drop out. 

Not et ell. 
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Eccles: 

R.J.:.Jr: 

H.I.I.Jr: 

Eccles : 

H.ll. Jr: 

Eccles: 

H. M. Jr: 

Eccles: 

H.lo'.Jr: 

- 6 -
' 

The thought was that if you haven ' t got funds to 
invest, t hen we ere willing to take over the 
entire amount that is necessary to purchase. 

Well, you 
minutes. 
step into 
here. 

fellows had two hours; give me five 
Inasmuch as you ere guests, we will 
Mrs. Klotz • s room a.nd you people s tay 

(Secretary end Treasury group leave room for a 
few minutes end return.) 

The Treasury would like to ask the Federal Heeerve 
some ques tions . We don't feel we understand this 
picture yet. Question No. 1: What factors wi ll 
determine t he Federal Reserve adding to t hei r 
portfolio? What ere t he factors? 

Well, i t s eems to me that it would have to ·be de­
termined by the effect that the shifting bad on 
the market. If it wasn't tending to meet the 
problem, then of course I think that we would have 
to go into the market. That is a thing that we 
would beve to discuss. I don ' t think you could 
deci de it right at the moment. 

Well , l e t me put it anot her way, if I may. Vlhet 
i s t he policy of t he Federal Res erve in regard to 
both short-term inter est r a t es and long-term inter­
eat rates? 

65 

Well, you have - the policy of course is to maintain 
easy money. Now, as long as there ere subs tantial 
excess reserves , or excess r eserves, tbere ia no 
justificat ion for other than easy money . If there 
were no excess reserves ..•.•.•.. . 

Now, Marriner, we ere tryi ng to get some place. 

I know, but I'm trying t o answer the ques tion. 

I know, but you're not. I ' ll put it still simpler, 
I ' ll put it still simpler. Is the Federal Reserve 
eet1sf1ed to continue to let abort- term rates 
tighten and long- term rates? I ' l l put it still 
simpler. 
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Well, we oan•t control either short- term retee or 
long- term retee except within e - some veriution. 
We have announced that we are tor a cheap money 
polio)", en ees7 mone1 policy , which means that we 
erpeot to continue excess reserves 1n the banking 
system. Now, whe t the rate is going to be - it 
is something that you can ' t - )"Ou can ' t tix it. 
But excess 1·eserves in end of themselves, so tar 
as the short - term market ie concerned, will cer­
teinl)" put a - will keep easy money rates. 

Now, so tar as the rete is concerned, the eooeptance 
rate is still a halt, isn't it? 

Yes. 

Now that in itself puts a top on your short-term 
rates that the Reserve System ••••••••• 

Well , you people announce(! a policy "that you are 
in favor or easy money. 

Yes. 

And you got a steady tightening of money rates. 
Now I ' l l try to put it another way. Bow long ie 
the Federal Reserve going to cpntinue their present 
policy or l e tting interest rates tighten? 

Well, we oan •t control interest rates. There ere 
other rectors. In other worlls , the budget , bt 
course, is a rector. As I said to you yesterday, 
With increasing prices, it it oontinuea - if they 
continue to spiral upward indetinitel~, you can't 
keep low interest and continue to have high prices 
without having e run- away intlstion. You j ust 
can ' t, any more than you can keep low prices end 
high rates •• 

Well, then, as near as I csn make out ot this 
meeting - I Will interpret it - )"Ou people are per­
fectly eatistled to let the bill market continue to 
go orr end let the long-term Governments go down , 
which is - putting it another way, the short-term 
rates beve steadily been tightening since you came 
out with this otticial leak the end or November, 
end the long-term bond market is. s t eadily selling 
orr, and you people won't say to us that )"OU went 
to do anything to reverse that trend. 
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I don ' t think that there ie anything we can do to reverse it ; that the trend is oot justif1sbl o in the long- term market and I think by maintaining an orderly market here t hat you will stop the trend. 

But don ' t tell us - I mean don't t ell us that your announcement of a policy of a conti nued -to continue long- term money at low rates - that the thing hasn't changed , because it boa changed and it is changing every day. And while we realize that t here are a great many rectors, we her o think that e grea t deal of the r esponsibility t or the change in money ra tes i s the action which you people hove taken. Now, al l I am trying to find out before I go away i s how much longer are you - what is going t o be the determining rector? I mean are you going to l et the December notes go down to 98, 9?, 96? Are you going to let the two end a halves go to 99, 98 , 9?? I mean bow far ore you going to let the thing go, and the tightening of both short and long- term money rates , before you people will decide that you have to increase t he portfolio. Now, if you don ' t want to answer me, jus t say, "Well, Henry , I don ' t t eel I can answer you ." But don ' t kid me. 
or course, the increase in the portfolio means i ncrease in the reserves . If increase in the re­serves is necessary to stop increas ing interest rat es a t t his time, I certai nly would be favorable to increasing the portfolio. I am not - I don 't reel at the present time that with the excess re­serves that exist i t is soon enough to say that we need to fUrther increase these reserves. I don ' t t hi nk the adjustment, the downward trend - no one can say that we haven 't got cheap money - that the fact that almost an all-time high rete tor bonds goes down two points doesn ' t mean that it may be a­and the rates are still even with the adjustme.nt that we have bad at t he present time - ere still extremely low. The low rates are stll l unpreoedent­adly low. So it doesn ' t say t hat the adjustment that has been made has cr eated tight money. You can ' t say that we don 't still have a very easy money situation . But I would say that if t hey continue to go to a point where it was perfectly e vident that we didn ' t have an easy money s ituation, I would be favorable to increasing the excess reserves by the purchase of Government securities . 
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Well, this is the way we :reel here. At tbis time, we don ' t feel that we have any reason to withdrew :t'rom going fitty-tifty with you people on the pur­chases , for many reasons, which I will go into i:t' you want me to but I ' d just as leave not, because I might say something that • . •.•.•• 
Well , we certainly would prefer the partnership. 
Well, I want to point out that when we do that it means that we have t~ either let our balances rua oft or borrow more money or put gold into t he System . I want to point that out. I mean if this thing keeps up indefinitely, we either have t o bor­row or put more gol d into the System . I also wan t to say tha t I think - I wont to say, without -if I may be very trank , without at all being personal or wanting to be rude - that I am not satisfied with this meeting, if you don ' t mind my saying so. I mean I don ' t think that we have met the issue. 

What would you •••••••• 
But I am willing to let t he thing go along a few more days and see what happens . But I think it is very, very ditficult tor anybody to say that you are not in the midst of a decided movement, end t hat we here feel that when that thing get s rolling - and the longer you l e t both your bills and your Government bonds s ell ott , the longer that goes on, the more difficult it is to stop it. I mean it is Just a matter or market operation. I mean the longer people sell and the more it goes down, the more people get worried. Again and again financial interests have been bearish and I haven't seen it; and I have been bearish and they have been bullish; but tbis thing begins to roll and it is terribly hard to stop. Ae I say, I am perfectly willing to go along for a couple days more and see what happens. But I want to point out that I think that, in part due to the step that t he Federal Reserve have taken, we have started the movement ot increaa1ng money rates, and how far we want to let that go, I don ' t know. Now, I am willing, as I say, to go along for a couple deys more. 
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And I don ' t - I can ' t agree with your posi tion 
on commodity pri oee. Our people believe that 
the increase in commodity pri oee is due to the 
wor ld war scare and not to i nfla t ion. 

Well , I agree with that. I ' m not .•••• • •• 

And that this inflation move - I mean t ha t the 
rise in commodities is not due to t he move 
of inflation , but is due to people wanting to 
buy certain t hings t hat they need for war pur­
poses . But I have nothing more . I'd like to 
ask Tayl or or Bell if t hey want to add anything. 

Wel l , es I understand, there is going to be e 
meeting of the full committee on Monday , and one 
of the reasons t hat you can' t have more complete 
expression today i s because you haven ' t discus sed 
the matter with the full committee. I s that 
right? 

We have got to get authority. We couldn ' t j us t -
the executive committee ere gi ven limited 
authority. We can ' t increase our portfolio 
without the approval of the full committee . 
And we also have e limit as to the amount 
of shifting we can do. We have a hundred mil­
lion of unused aut hority from the full commit­
tee to make s hifts. We have used a hundred 
of it and we have e hundred left. So t hat we 
have got t o ge t the tull committee t o get 
authority t o make shifts beyond a hundred million. 

Beyond a hundred million , or to increase ...•••••• 

And we have got to get authority t o increas e t he 
portfolio. 

That meet ing will be on Monday? 

That ' s wbet we want to do. 

Well, do you - I just - do I understand you ere 
going to ask for that authority on Monday? 

Yes, that' s what we want the meeting for , so we 
will have the power to act quickly in case •••••.• 

se 
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Well, I didn't understand. You ' re going to ask them? 

We ere going to ask for two authorities. One is 
to increase the power, or to get an additional 
power to increase the amount that we can make in 
shift s from shorts to longs. We, at the present 
time, oan hold six hundred million of longs , and 
we've got f1 ve hundred million. We can shift a 
hundred million. Now, we want to increase that, 
I would say, very substantially - at least get 
the authority to do it. We'd also want to get 
the eutho~ity to increase the portfolio. 

Mr. Secretary, may I ask a question? 

Pleas e , I ' ve been asking a lot. 

And it is a question that i s prompted by one ot 
your questions . 

Pleas e . 

Does the Treasury have any feeling that such rise 
in int erest rates as bas taken pl ace has as yet 
been hurtful to bus iness? 

No. 

Quite apart from the technical position of the 
Treasury end the bond market. 

I ' ll answer you. I would say up to now, no. 
But - and I went to qualify it; I mean I give you 
a olean cut answer, then I qualify it . If this 
trend in interest rates , which we think - we don ' t 
know - we are in the midst of - if we have many 
more like your Philadelphia $130 ,000,000 refunding 
go sour ••••••. • Now, I saw three of those-
I think it was two years ago in lUly or August -
it went sour and then we had e terrible time. Now, 
it doesn ' t take - you fellows may have forgotten 
the investment bankers who rubbed it in about bow 
little capital they ' ve got to work on end that 
everything was lovely until they bed two or three 
of these big issues go bad. And I forget the figure 
a oouple of years ago, the working capital of the 
investment bankers in America - I think it wee 
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60 or 70 million dollars, but now with their 
profits, it may be a hundred million. And it 
these things ever backed up - remember when they 
were down - down again - the banking laws and 
all that •••••••. But there's so many danger 
signals , George, like that, which just ma.ke .. e 
very , very cautious. I ' ve been through this now 
a number or times and I thin.k we • ve got to watch 
this t hing . You don ' t need more than three 
$130,000 , 000 i ssues to back up on the shelves to 
find ourselves in a very serious thing. And what we 
don • t went , 'if we oen help , i s to see this thi ng 
begin to slip , because when it slips - I ' ve been 
through it too often . I don ' t want to have t o go 
through another fall or ' 33 or fall of ' 34. I 
don't .. ant to do it. 

Vlell , I think there are no differences or opinion 
on that. 

And we just - we think we are in a trend here. 
And , as I said yeste1·dey, just simply buyins bonds 
and not changing the pos ition of the Federal 
Reserve System- jus t by s traight buying we don ' t 
believe that that i s going to correct it . Now, 
we may be wr ong ; I hope we are . I hope we are . 

The reason that I asked my question ,.~s tha t you 
asked one which eppeared to put us in the posl t.ion 
or not knowing what we wanted . I think , speaking 
f or myself - I don ' t believe that the slight rise 
in interest r ates that bas a lready taken place 
either in short t erms or long terms bee es yet - as 
of today, approached a point that it is hurtful to 
business . Now, the next question is when do you 
think that point might be reached? I , for one , 
don ' t know, and I doub t if there is anytiody who 
could fai rly state today, in t he light or con­
di tione ae you see them t oday, at whet point you 
must necessarily say , "They shan ' t go lower - bonds 
shan ' t go lower, or rates shan ' t go higher. " 

In the first pl ace , we are i n a beautiful position 
a.nd we don •t need any money until the 1st and 15th 
or June, so our interes t is the general welfare or 
t he whole financial picture. I mean we are not 
worried about the bond market. The bonds we beve 
bought we expect to keep until they mature. So 
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our positi on is e beautiful one. We ere not 
overbought. The money that we have used is for 
investment purposes, end the chances are nine out 
of ten that it will stay there until they oome 
due. That is an important thing to remember. 

I don 't think any of us ever know when interest 
rates will be too hi gh so that it hurts business . 
I think it Will be too late. I don ' t think any 
of us are smart enough to ssy that et this partio­
uler point that is the case . 

And the other point tbet I want to make is this: 
We have had e very complicated piece of machinery. 
We ere the only country practically in the world., 
With the exception of England, that our financial 
policy - we have gone right ahead. Now, t he thing, 
es I told Marriner yesterday - the thing that I am 
afraid of is that maybe you have taken the oar­
burster - maybe you have gotten this mixture a little 
too rich or too lean, end you may have thrown 
this thing out of kilter. Certainly up to e few 
months ago it was running along beautifully. 

And again, I can be philosophical about it. I 
haven ' t made any statements about interest rates. 
Eccles bas ; I haven ' t. He ' s made the statement 
again end egein t hat he wants to see long- term 
interest rates stey low. He's also mode the 
steteoent that he didn ' t thin.k the action t hat be 
bed teken would have any effect on it. 

I think he ' s right. 

Well, he - well, it isn ' t what's happened here . 

I know, but here 

I mean this is nothing - I mean the thing t hat is 
motivating me isn ' t anything personal or selfish, 
becaus e I don 't beve to take beck anything I said, 
because I haven ' t said anything; end I haven't got 
any immediate financing problems. So , as fer as 
the Treasury goes, we have never been in a nicer 

position. 

Well , I think our interest in the general welfare 
was equally great. I don ' t think there is eny 
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differ ence in the emphasis that we put on our 
interest in the general welfare. 

I agree in that: I think your interests in the 
general welfare are just the same as ours . But 
you •ve also got your own investments. 

'l•hich would - if we took into account that self­
interest, would make us more anxious to keep 
interest rates low. 

No. I cen•t see that. 

Well , yes . Conversely , if they go up - interes t 
rates go up, our bond portfolio would go down . 

Let me explain my posi tion here . For a period 
of three years, excess reserves have been eo­
cumulating, until last summer - and in en amount , 
or course, which if permitted to get into the 
credit s tructure , as t hey were gradually starting 
to do , would, or course , have created e volume 
or money which would have been very inflationary. 
We reduced the amount of excess reserves at that 
time, went half way, knowing that the bal anca 
was s t ill such that it would do t he same thing, 
but knowing it coul dn ' t - we couldn' t go the 
hundred per cent all at the one time. Now, by 
moving all the way up , as we have, it is only 
a fter you have more money in t he country today -
more deposits and more currency in circulation -
than you had in ' 29 ; and we still have, with more 
money in existence , an excess res erve of 
'500,000,000. And t hat would - upon tha t could 
be expanded another subs tantial volume of credit. 
So that there is no Jus t ification for tight money . 

But with the huge pressure of reserves, money 
got to be prect1cally worthless in the abort-
term field . With a tenth of one per cent in rates 
generally as they were, we couldn ' t expect, without 
having inflation , to jus tify or continue rates or 
that sort indefinitely. 

And the long- term rates have gone down from -
since you came to the Treasury , a full one per cent 
or more , haven ' t they? 

Yes. 
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And they ' ve gotten down to e l evel of a half a 
per cent lower than the Treasury ever financed 
itself. The Treasury never at any time up until 
your coming here fi nanced at less t han three 
per cent . So that you have gone one-half a 
per cent below the lowest level that has ever 
been in exist ence ln Treasury financing. 

Well, whenever you have the interim or the 
· change from that ponstant down-hill pull t hat 
went on for a period here or four years, t o e 
vanishing point in short-term rates and the 
lowest level in long-term rates that this country 
has ever s een, and whenever you turn from that 
point, we can 't expect to turn from it and 
immediately have it go right on e level - on an 
even keel. 

May I interrupt you? It i sn' t the business needs 
which has made it turn up . 

What. 

It i sn ' t business needs which •••.. . .. No, it ' s 
whet you fellows di d. 

But that is psychology ; there ' s plenty of money . 

I mean you 've got locked up now ell that 

No, you 've got t wo billion more t han you had in 
' 29 , and you ' ve got excess reserves upon which 
you can expend another six or seven billion 
without borrowing any money. We haven't looked any 
of that up. We haven ' t looked up any money to 
tighten rat es at all. . 
There is propaganda out to the effect that we ere 
going to lock up - we are going to sel l Governments . 
Two or three of t hese fellows that are putting out 
propaganda that whet we've got to do to control 
t hi s price inflat ion i s t o sell our Gove~ents 
off and to creete a tight money - now that ' s whet 
hss burt us. It i sn 't the notus! cond ition at ell, 
but it is propaganda trying t o foreosst whet we 
are goi.ne; to do . 

Now I ' ll say definitely my position as I s t ated it 
to t he men over there: That I am definitely against 
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any restrictive credit policy so long as we have 
unemployed people; that the idea of stopping a 
price inflation by restricti ng credit rather then 
increasing production i s wrong. Now that is my 
statement with reference to easy money. And if 
it is necessary to get o suffici ent amount or 
money until we can absorb the idle people - us 
long as you have labor end es long as you have 
capital, it seems to me t ha t we should not toke 
sway that capital so that we keep labor unemployed. 

Well, if you had said that eq hour ago ••••••..• 

Well lis ten , if you ask thes e fellows whet I said 
over there - isn ' t that whet I seid, George? 

Ah-he. 

Now t hat ' s my feeling with reference to the whole 
philosophy of the credit end the interest rete 
structure ; with this qualification , and t hat is 
that we get a balanced budget end that we begin 
to retire this Government debt as private credit 
begins to expand. Otherwise you are going to 
of course create more money end inflation . But 
I say that for us to simply continue to put 
excess reserves in to carry a deficit - I mean 
we ' ve reached a stage in our recovery where I 
t hink that we've got t o balance the budget. 
And if we can't do it out of existing income 
and we need to make further expenditures , then 
I ' m for more taxes. And that ' s the one qualifica­
tion tha t I ' ve got. 

\'/ell , we have no ·difference on what you heve been 
saying the last two or three minutes . 

All right. But what I said before wee not hing that 
was in conflict with whet I have just said. 

Now- but if I may egein say , and I don ' t went to 
continue the argument, I think that the action that 
~he. System is taking is absolutely contrary to thet . 
Now thet is where - I mean what you have said now 
the Treasury is in complete accord with, but I em 
reorrul that the action you have taken ia contrary 
to what you have just aa1d the lest two minutes . 
That ' s the whole thing. 
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I gueos that discussion will never be settled , 
will it? 

, 

Well , the next week or two I think will tell the 
story. Now I am perfectly satisfied to go along 
as we ere end watch t his thing and see whet happens. 
Now ee I understand it , you ere to get the authority. 
And we ere willing to go along. Mr. Taylor is 
here ; I ' ve got a special wire t o Georgie end he 
oen get roe any time. We ' ll just go along end see 
whet happens now. Maybe I 'm unduly worried; I 
hope I am . 

We ' ll buy fifty- fifty , Mr. Secretary. 

Yes , we ' ll continue jus t sa we ere; we ' ll continue 
Jus t as we ere. 

If roy worries ere unjus tified, then I will be very 
pleased . 

Vle'll soon find out any way. 

We certllinly - that ' s one thing I say about tbis 
Job here : It doesn ' t t ake s ix months to find out 
whether we've made s mistake ; it only takes about 
a apli t second . And we can ' t cover up here; if we 
are wrong, the worle knows it. 

But I appreciate it verf much and I will say again -
and I ' d l i ke to say t his ; this is my closing 
statement . I think the most i mportant thing of 
all, above everything else , is that the Federal 
Reserve end the Treoaury move together. I t hink 
that is the most important thing. I think the 
only thing that really would frighten me is that 
we move in opposite directions. 

Well, I feel when you say that we move in opposite •.•.•• 

I said if we move 

Ob. 

I said if we move. 

Oh, yes. 
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I ssid the only thing t ha t would frighten me is if 
we move in opposite directions. 

Well , when I can ' t get together - I t old you what 
my posi t ion is. 

Or ian ' t. 

That any time the banking system or central banking 
system gets in conflict with t he Government , why 
then I ' m not going to - there ' s only one thlng t or 
me to do, certainly, if I can ' t agree , if I feel 
it so strongly, end that is t o get out. And I 
t hink t hat is t he only consistent position t ha t 
anybody can take in a central banking system. 
I don ' t l ook upon it as being apart and independent. 
It should be independent so far as expressing views, 
end it should be independent in trying to advi s e . ­
I mean free from any political aspect. But if 
there gets to be s conflict in fundamental mone t ary 
or economic policy, then it certainly- always 
t he responsibility is up to the Government , end 
the Treasury i s t he finenois l end f i sosl esent of 
the Government . Now t hat ' s my pos ition on it. 

Well , thank you very much for coming over. 

We ' ll see what we oan - it you won ' t be sa t isfied 
with the results . 

I hope I will be. 
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The Secretary spoke to t he President at ware 
Springs this morning at 11:09 o'clock, and said to him, 
1How are you, Sir? We are leaving tonight tor Sea 
leland. We have a little snow up here. 

"I Just want to t ake a few minutes or your time 
to tell you what baa happened. The last three days 
we have spent $75 ,000, 000 keeping the Government bond 
market orderly. Yesterday it got pret ty disorderly. 

"I had a meeting last night with Eccles and 
told him that I felt this constant dropping had been 
largely brought about by action which they took 1n in­
creasing excess reserves and t ha t they ought to increase 
their portfolio, which they have not done since I have 
been in the Treasury . After a long talk, he agreed and 
his economist agreed that that i s what they should do. 

• This morning t hey a .·e having a t the Federal 
Re"erve a tremendous battle because Harrison and Burgees 
do not think that they should do it. After their meeting 
is over (Executive Committee of the Open Uarket Committee) 
they are coming over to see me. I am taking the position 
that the move 1s up to t hee. All I t hink we can do 1e to 
keep the thing orderly. 

1 I want t o let you know what is happening, because 
I t hink it is going to work out all right. If it does 
not and t hey refuse to do anything, then I would like to 
diseuse i t with you agai n. From what Eccles said in Qy 
office, after a very earnest discussion, I think tha t 
t hey will do something, because J ust simply buying bonds 
day after day iB not going to oorr.ect the t hing. 

"I think t hat they tightened up t he situation too 
quickly. I think that they have done too much in too 
short a time. Our recovery ie baaed on cheap money. 
The Philadelphia Public Utilities had a $130,000,000 
refunding 18eue and it went sour. They could not eell 
it. If enough or tnose t h ings happen , i t might get 
quite serious. 
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•r felt it was i mportant enough t o call you and 
tel l you this. Would you like me to call you again 
before I leave and let you know what the resul ts are? 
What would be a good t ime?• (The President said 3 o'clock, 
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waah tngton ttme.) 
all r i ght. • 

-2-

"I think it ta going to work out 

"Eccles gave me a copy or the memorandum whi ch 
he gave you at lunch on Thursday. I think he worries 
too much about things which are outside hie own ahop. 

•we have made a survey or the commodity eituation 
which Eccles 1s worried about , and our people reel that 
t he rise in commodities 1e entirely due to war ecare and 
are confined to war comcoditiee and not due to inflation. 
That is entirely opposite to what he thinks. Nothi ng 
we can do here can stop tt. We oennot push down the 
price of tin, copper or cotton. It is not the tnfla­
t1onary t h ing. That is pretty important. I am not 
worried about commodtty prices. Does t hat check with 
you? 1 

HU,Jr: The Pres ident told me to call him back 
at 3 o'clock, Wash ington time, and that he had not read 
Eccles ' memorandum which was lett with the President on 
Thursday. 

78 
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Treas . 
Oper a tor : 

B. S . 
t(loh : 

T . 0 .: 

lillJr : 

K: 

B!.!Jr : 

t( : 
. . c . 
Taylor: 

l!l.!Jr : 

T: 

HMJr : 

T: 

II:.IJr : 

T: 

l!l.IJr : 

T: 

Hlo!Jr: 

T: 

lill.rr: 

H. M. Jr: 

T: 

Wednesday 
!larch 17, 19.37 
1: 10 p.m. 

Ur . Lochhead and Wr . Taylor are coming in here too. 
Are they there? 

Yes , they're here . 

Al l right, go ahead. 

Bello 

Jus t a second - do you wont to talk to Mr . Taylor ? 

Taylor, yes - or Lochhead, either one . 

All right. 

Bello 

Hello , .'layne? 

Yes 

How•s 1t going? 

tihe ' s turned up . 

Yes 

lo.uite materially -

11ell , give me some 

The oast on the 

Yes 

figures . 

on two and halves 

1hey hit par - the last sele ninety-nine thirty-one. 

Yes 

'l'wo and three qlllirters forty-five forty-five 
forty-seven, one-0- two Qnd e ight tenths - thet ' s -
there ' s no sale on tha t, just twelve fifteenths. 

.Yell -

Yes 

Regraded Uclassified



HM.1r: 

T: 

HloiJr: 

T: 

li'!Jr: 

T: 

H!!Jr: 

T: 

ll!.lJr: 

T: 

IDIJr: 

T: 

ID!Jr: 

t : 

lll.IJr : 

T: 

!!.JJr: 

T: 

I!UJr : 

T: 

' 

-2-

Just tell me, are the two end seven eighths up 
or down? 

Two ano seven eighths 

Since last night? 

They turned from last night but only f our thirty 
six tnirty-seconds, but they've gone up materially 
from the l ows, you see? 

I see . 

All tha t has hsppenea i n the last hour . 

Yes 

Now -

How much money did you spend? 

~~hat? 

How much money di d you s pend? 

Beven fifty 

How much? 

About seven - seven million, a little over seven 
million, but that ' s total for both of us . I had 
only .balf of tha t. 

Yes . 

Now, the dope •Ne get is tho.t some of the New York 
banks and a couple of insurance companies came into 
the market . 

Telk a little louaer. 

k couple of New York bar~s - of b e big banks and 
at le&st one insurance company came into the lllll rket. 
Possibly some short covering by dealers . 

Yes 

Yes 

well , now, Vlayne 
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H!.IJr: 

T: 

HUJr: 

' : 
li!.!Jr: 

T: 

H'JJr : 

T· . ' 

Hl!Jr : 

l: 

!i:.!Jr: 

T: 

Rl.!Jr : 

T: 

-3-

You c an think this over and talk it over with 
whoever is left up there, Archie and George -
but my feeling is this. If you- let' s say 
you spend ten million today and half of that is 
five for us, which woul<1 bring us down to about 
forty-two or forty-three million 

Yes 

"ell, the way I feel now, I don ' t feel 1 • ve got 
any right to go to spend any more cash -

Cneck 

from postnl savings . 

Yes 

I 1 ve got to s ave some thing . And when I t alk t o 
you again at four my thought ~s to put it up to 
tne Federal Reserve th&t if we•re going to go fifty­
fifty tomorrow we either ao it with gold or they 
can go it alone . 

Check 

But I don ' t feel I have any right to go right down 
to the bottom because they might get tied and then 
we ' d nave no money lett . 

rie 1 r e thinking enctly the same and I diq a little 
missionary worK along those lines all morning. I 
told them that we were running out of gas and we ' ve 
h&d to go we 've had to use gold . 

Well, I ' ll see 1vhat bappens again when I call a t 
four . 

Yes 

But if I don ' t feel I have any r ight t o spend 
any mor e postal savings money; I've got to keep 
that as a nest egg . 

And particularly, if I spend post al s av:ings money 
t ba t means that ther e ' s tha t much l ess i n our hank 
balan.ce over t he week-end 
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l!l.!Jr : 

T: 

!!YJr : 

T: 

H!.!Jr: 

'1' : 

ll:.!J r: 

1 : 

l!l.!Jr: 

T: 

T: 

H. :J. Jr : 

T: 

H.:4. Jr: 

T: 

li1lJr: 

T: 

Hl.!Jr : 

T: 

-4-

Tha t ' s right . 

In case the t ax returns do not come in. 

Right. 

But, I want 

I don 't wa nt t o tell t hem a bout the t a x returns yet . 

No, but you c a n tell t nem just what I - I'll wait 
until f o ur o ' clock 

Yes 

And then if t his t hing keeps up - fifteen or twenty 
million dollat's , I 1m througn to<lay unless I t ake 
the ~ney from gold . 

Yes 

i.nd then tn.ink over whether o~e want t o t ake it out 
of the bulance . There • s a hundred and eighty odd 
million free gold i n our ba lance - o r whethe r we 
want to t ake i t from t he sterilized gold . 

Yes 

.;ee? Which we want to use? 

Yes 

'"ee? 

Yes 

But I don't •11a nt to make tha t decis i on until four. 

Yes -
af t e r 

In o ther Kords , afte r - you ' re thinking that 
toJay we 1 re through unless we c an use gold? 

Tha t' s r !gat. 

Yes 

knd you ca n be talking it over with the boys in the 
shop and then we can ha ve a little conference when I 
call up a bout four . 

Right. 
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lii.IJr: 

T: 

f{',!Jr: 

T: 

t!YJr: 

T: 

l!l!Jr: 

'1 : 

lll.!Jr : 

T: 

tH!Jr: 

1 : 

tt!J r : 

T: 

T: 

liMJr : 

T: 
l:.dwnrd 
Bartelt: 

lilJJr: 

8 : 

-5-

We cen have George - let George t elk it over wit h 
nis own boys . 

84 

'lhey ' ve been doing a little work on t hat this morning . 

Well , are we about together? 

~es, absolutely 

All right . 

I t hink it i s - it i s extr emely interesting that 
there aid - some buying d~d come into the market . 

Yes 

ihis may - it may be the turn and yet it may not . 
I mean, you cover in and then i f it still looks .1eek 
WhY you ' d go ahead and do it ngain . 

1'/ell, no;v are commodi ties t oday? 

Commodi t ies still up b ut cotton is off a little bit . 

J.nd IIO'N are s tocks? 

Stocks - industrials are up; - rails up -

And hox about commercial bonds? 

Commercial bonds up an eighth. 

Yes - all r ight, Wayne . Well , then, I 1 11 ca ll again. -
Is f oreign exchange a ll right? 

r oreign e xchange is a ll rignt . No~, we 've got some 
figures on- ~dy Bartelt is nere and he ' s got 
some late figures if you want t hem . 

I certainly do . 

"ight 

Yr . Secretary 

Yes 
I gave you t his morning a hundred and twenty-five 
million as the est ima ted amount for the si xteentn 
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dl.!Jr: 

B: 

b.IJr: 

B: 

H:!Jr: 

B: 

H:JJr: 

B: 

HllJr: 

B: 

HIJJr: 

B: 

liliJr: 

B: 

FIMJr: 

B: 

BS 
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Tlw.t went up fi ve million . 
for today of a hundr ed and 
as though that isn 1 t going 
seventy. 

Now we have an estimate 
forty million and it looks 
to be more t han about 

Yes 

Now, .:e na ve a balance - we baa a balance lest 
night, of a hundr ed and forty-three million; 6nd 
with t3e t axes thatlll raise it to two t hirteen and 
we 11 J. na ve expenditures of about a hundred and thirty­
seven wnicn will bring do1vn our bala nce tonight to 
ebout seventy-five million dol l ars . 

~es , but there ' s other balances . 

! beg pLrdon? - Those ar e the reserve bank balances . 

What? 

Those ar e the reserve bbnK bal ances . 

tea, but .1hat about tne others? 

Well , we have those . But or di narily we don ' t make 
a call for payment until Monday . But we can clear 
t hrough New York t onignt; tbat•s what we intended 
t o do . 

Yes, but now, loo~, the total balances yesterday 
were about seven hundred million dollars, weren' t 
t hey? 

That ' s rlgnt, i ncluding the balances in depositaries . 

'llell now, wha t a r e they now? 

'lhey ' re the same in the depositaries but a re it 
was six twenty-seven- it ' s four eighty-four ln 
depositAries and we'l l have about seventy-six mill ion 
in toe Reserve banks . 

l•ell , g iVe me the net figure, Bartelt. 

It'll be five hundred and fifty mi l lion. 

Net? 

~ive fifty, yes. 
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HHJr : 

B: 

HUJr : 

B: 

H'..lJr : 

B: 

H'JJr: 

B: 

rlMJr : 

B: 

H:.!Jr : 

B: 

II'.JJr : 

B: 

FIIIJr 1 

B: 

H .~ . Jr r 

B: 

li:.IJr: 

B: 

- 7-

'//hat are t he ne t figures? 

Five hundred a nd fifty million -

.tell, why isn• t that all r ight ? 

es 

i hat's perfectly all r ight , except tha t we ' ll have 
our calls payable on Wonday or on Thursday . And we 
oidn1 t have a call last Monday f or payment today, 
because tne - i t looked as though we were going t o 
have a balance of some three hundr ed and ninety-three 
million . 

Well, you f igured wr ong . 

Yes , our t axes have f allen of f . 

.:ell, nha t a r e you going to do about it? 

Nell , we 1r e going t o clear t hrough New York tonight. 
And t nen I suppose I c ould see Mr . Taylor tomorrow as 
to what Ne should do t omorrow. 

Well , whe t aoes that mean? 

Ne 1ll be all r ight today . 

l'iell, v•ha t a bout t omorrow? 

It may be that we ' ll need some of the gold . 

Yes 

Because tha t ' s our only source as I s ee it . 

Wel l , do your homework and I• l l t a l k to you a gain a t 
four o ' clock . 

All r ight , slr . 

Now, hello? 

Bello -

~4;ure it so t hat; - t ne way i t l ooks as t hough it 
were the wor s t, s ee? 

Yes 
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HMJr : 
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HMJr : 

K: 

8: 

,( : 

HMJr : 

K: 

HMJr: 

H~fJr: 

K: 

H!.IJr: 

K: 

Hl>!Jr: 

K: 
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Because somebody has certainly done some bum 
figuring . 

Yes 

All r- ignt . No·n, does anybody else want to suy 
any thing? 

No -

No - all right, sir . 

"ello -

Hello -

Yes, sir - nobody else has anything to say . 

All ri6ht . Well , Urs . UO r6enthau - when I am 
thr~ugh she ' ll talk. 

Yes, I •ll nave to go back into my room . 

Bello, Mrs . Klo t z 

dello -

Just a moment 

I'll have to go back into my room . 

All r ignt, I'll wait.· 

Yes 

• 
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H.M.Jr: 
Jesse 
Jones: 

a.w.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

B.N. Jr: 

J: 

H.M.Jr: 

J: 

B.M.Jr: 

J: 

H. M. Jr: 

J: 

H.M.Jr: 

J: 

B.Y.Jr: 

J: 

H. lf.Jr: 

J: 

H.V.Jr: 

J: 

Hello? 

Hello? 

Hello, Jesee? 

Yes . 

HeiU7 talking. 

lfaroh 13, 1937 
1:19 p. m. 88 

Oh, hello Henry, bow ere you? 

Oh, pretty well. 

Well, I hadn 't s een you eo long time I just wanted to -
~o bave a visit with you. 

Well , that ' s nice. I wish - did you Just get back? 

We ' re all so darn busy - no, I've been here ell the 
time, but my - I never get out ot this pesty ottice. 

Well, I ' m - I ' m going South tonight at six o ' clock. 

Where are you going? 

I 'm going down to Sea I sland , Georgi e . 

See l eland? 

Yes. 

Ab- ba. 

And see it I can't get back my sense ot humor. 

Good. What ' s the metter? Are you worried about your 
bond market? 

Oh, no, bothered a little bit, but the only thi.ng -
a coupl e ot days will tell the story. 

Ab- ba. Somebody making a raid or soaething? 

No; no. Jus t s eems to be -

In the air, eh? 

- in the eir. 

I notice - s omebody t ol d me this morning that New 
·York City bonds were lOS and now they ' re down a sixth. 
Bow's your asn - I mean, what ' s hi s name? 
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H .14. Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J : 

H.M.Jr: 

J : 

H.M.Jr: 

J : 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

B.}o!.Jr: 

Magill? 

Magill. 

2 

Yes, he'd like to meet you. 

Yes , I'd like to come over and talk to him• some 
time. 

Yes. Well, when I get back let ' s have lunch to­
gether . 

All right. Let ' s do that without rail. 

Okay, Jesse. 

And, incidentally , I ' m starti ng out myself tonight 
tor a week. 

Attaboy. 

And - maybe tram Monday to Mondey - something like 
that. 

Yes. 

See you when you get back. 

Attaboy. 

Bye. 

Bye. 
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M ..... 

WALL STREET IS PLtAStU WITH THE SUCCESS 

~~F THE IN ITIAL FRENCH DEFENSE LOAN OFFERING 

t 
AS S UGGESTING THAT INTERNAL AFFAIRS IN FRANC~· 
HAVE TURNED FOR THE BETTER - - AT LEAST FOR 

THE TIME BE I NG - DECLINE IN U S GOVERNMENT 

" ~ONDS WITH HEAVY VOLUME DID NOT DISTURB THE 

. . 

STOCK MARKET AND IS GENERALLY TALKED OF I N THE 

STREET AS TEMPORARY ALTHOUGH SOME OBSERVERS 

~ BEL I EVE THAT IT WAS AN INDICATION OF CH AN GED 
::E 

PSYCHOLOGY TOWAR D LOW-INTEREST BEAR I NG HIGH 

GRADE SECURITIES - OTHERS POINTED TO THE WEAK­

NESS IN GOVERNMENT ISSUES IN GREAT BR ITAIN 

FRANCE ETC AND SAID THE BREAK I N OUR GOVERN­

MENTS WA S PART OF THE SAME P AT TER N 

I· 30 MAR 13 1937 
FRENCH LOAN 

PAR IS - FOLLOWI NG A MEET ING OF FRENCH 

CABINET A COMMUNIQUE WAS ISSUED STATING THAT 

FINANCE MINI STER AURIOL HAD EXPLAINED TO THE 

CABINET THE REASON THAT THE I NTEREST RATE ON 

THE NEW DEFENSE LO AN HAD BEEN FIXED AT 4 

1-2 PC INSTEAD OF LOWER - THE REASONS HE GAVE 

HOWEVER WERE NOT DETA ILED IN THE COMMUNIQUE 

THE EXCESS IVE GENEROS I TY I N THE INTEREST 

RATE HAS RECEIVED WI DE COMVENT - IT IS POINTED 

OUT THAT AT A 4 PC RATE THE STATE MIGHT HAV E 

BORROWED 625 000 000 FRANCS MORE THAN IT 

ACTUALLY HAS BORROWED AT THE SAME ANNUAL COST 

A SECOND I NSTALMENT OF THE LOAN WILL 

BE ISSUED ALSO AT 4 1-2 PC I N ORDER TO ENABLE 

SMALL CAPITAL ISTS I N THE PROVI NCES TO SUBSC­

RIBE SINCE F I RST INSTALMENT IS BELIEVED TO HAVE 

• 

so 
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BEEN ABSORBED BY THE LARGER CAPITALISTS WHO 

WERE ABLE TO MOBILIZE THE IR FUNDS WITHOUT DELAY 

THE STATE CONSEQUENTLY WILL BE BURDENED 

WITH AN ANNUAL INTEREST CHAR GE OF 50 000 000 

FRANCS MORE THAN WOULD HAVE OTHERWISE BEEN 

NECESSARY DU~ING 60 YEARS UNLESS THE LOAN 

IS CALLED IN AFTER 1942 WHICH THE STATE 

HAS RESERVED THE RIGHT TO 00 - FINANCE MINISTER 

AURIOL IS ACCUSED OF EXCESS I VE T IM IDITY 

PROBABLY DUE TO THE FA I LURE OF THE TWO 

PREV IOUS APPEALS BY THE UOVERNMENT FOR FUNDS 

IN THE ORIG I NAL ALLOTMENTS OF THE LOAN 

BAN~S WERE ALLOWED A COMM ISS ION OF I 1-2 PER 

MILLE - TH IS RATE WAS REDUCED ON LATER ALLOT­

MENTS AND HAS FINALLY BEEN RESTORED 

SUBSCR IPTIONS AR E BE I NG ALR EADY ACCEPTED 

FOR THE NEW INSTALMENT BY POST OFF I CES ETC 

ALTHOUGH OFF IC IALLY THE BOO~S DO NOT OPEN UNT IL 

TUESDAY 

- o-

Sl 

-, .. 
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~ / , J ~A Parte, J'~ee, Much 141 19)7. 
\ {'- " ' • //(L_LA.A-vV J ' ( 

--'/-{ t t.r ,r_, ,..1 ~::AI-....___~ , 1 

lm!OP.ANDOif FOR Tl!E SECRETARY OF THE TI\WQJ!I. /...4 
•I' 

In .... &!ro!!!&!l llarcotic &mgglW Stt;uatiop. 

I have retumed trora a swing throuah Holland and Baleiua, t.aldJic 
Scharrt with ~>e to t ry to g ive h1a s011e picture or Europeu procedure, 
which be very muob needs in order t.o get into action here . I eovored 
.Uaterdara, The Hague, Rotterdato, Antwerp, and Brussels . The 110at valu­
able parts or tbe trip were t he visit to Rotterdara, where I conferred 
rlth Einthoven, the bead or Dutch llateotic Enforcement, and the visit 
to Antwerp. At Rott.erdara, I found Einthoven 0. K., 4!lld.oua to cooper­
ate, but conf"uaed u to with wboa to cooperate since the State Depe.rt­
oent at Washington had not passed tbe word along that Wait was now the 
roan in charge. I straightened h1a out, and assured him that Wait waa 
the oan and that things would now go forward in a bigger and better 
w~. Re said he telt t!tere was no srauagling out ot Rotterd!ua, but I 
sold h1r.a the idea or f inding out detinit.oly by digging us up a good in­
!or:oer who.:n we would pe,y. Re will be 0 . !C. He had juat returned troa 
London, tthere be conferred with llajor Coles , the Briti sh IUll'COtio aq­
gli.De expert. lie oaid Coles was also contus ed. I expect I w1ll haY& 
to see Coles. At Antwerp, I foWld !Viler enthusiastic as ever. Re eaid 
he end Dyer ( wbo is now stationed at Antwerp) were not able to get good 
intor:aers. I lapreaeed h1a of tbe urgenc7 ot getting some. U necea­
~ .. I w1ll send hill one aysali' to jar the jaa loose . Wiley 1e by tar 

. ~st. intelligent •custo= Agent• we ban in Europe, and will s•t 
plentr of action by !Wualt, but I want to llurr)" hill up. Tbere ia no 
question but that lote or narcotiee are raoving out ot Antwerp. At 
Arts~, I could get on the trail ot no narcotics aoving. The Consul 
General t here, llr. Patton, is tl")"in<; to sound the situation out. Re 
b very w1l.lir\g to cooperate. At The Hasue, I waYed tho flas or nar­
cotic cooperation at llr , t.nett, the !liniatar, a very estimablo sentle­
"""'. Also at Yla.rden Wilson, the Counselor of Legation, who 1Ta8 eo 
helpful to r.>e in tbe Dutch alcohol matter. (The Dutch legisletiqn re­
garding alcohol, he intoned me, is juat about to go throuahr in spite 
or a violent protest fro~~~ the Rotterdaa Chaaber ot CO!IIllerce.) In that 
connection, Wile)' e.t Antwerp t.old me that Shaw ot llalitax waa t.aldllc 
a~~otber ship out or Ant.erp, w1 th soae hint or alcohol beinG halldled • 
I told h1a w were interested but not UDdul.J' alaroed, since St. Pierre 
did not open up qain. Be will ntcb the :Jituation, how&t &I • At 
Brussels, I talked to the .l.llbe.asador, llr. llorris. Re se.rs be will help 
it tbe occasion arises, w1 th pleasure. Consul Brett at Rotterdaa 1a 
also 1n our comer. 

Beck at Perla, wbere I now u , I u proceeding vitb the hiS en~ 
deavor, naJ>el)' to s et the 'bo)'S started on producing concrete reaulta, 

( 
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1\&IUq seizures. Tbey now underataDd that this is a buailleea, that aa 

ill all buaillaasea the cub regi.ater wat rill& aDd repater r ece1pte (ill 

this case aeisurea) or alae the buaillesa is a nop. They are all anxl.ou.a 

to c001e throu&h, aDd I th1lllt rlll laJ" ot t the gmerel illtorsatioa &D&le 

aors aDd bop onto the specific angle. So tar, nothillg baa happened, ex­
cept that an informer dUB up by Beers at Baabure s iclted tbe German police 

onto 16 bricks of opiua apparently deatilled tor the lhrl.ted States, &lid 

the a-na IIDoclted i t ott. I suspect the bird arrested was a coapeti­

tor of Beera' illto.-r.) 

Blndnghaa bas proTed a nop so tar. We haTe not been able to pin 

hJJa dolrll to ~hillg as yet. Apparently the big Paris assembly of heroin 

to otOTa to t he IJnited Stat es as tretght, about which be eo enthu.a1aat1-

calq wrote to Garland Wllliaaa, was largely built up troa his own '"-cl­
GatiOil. At present be 1a in d1tf1cultiea with the Gera&D police. 

(These police asked Beers t or a atatuent s~ Blndnghaa was 110rk!ni 

t or ua. I told Beers •so. •) As aeon as we can get Birlai.nchaa out ot 
lluburg, we will try h1lll somewhere else, as he appears to be all washed 

up where be ie now. 

J ohn Thc.paon baa arrived and we are giTing b1a a t17-out. Be 1a 

watching the &entl.....,. llew I ork is interested in. 

Patarnltie baa been au1gned to narcotic work and g1Ten the Itali&n 

territo17. Be was f or:aorly our Teluation 1lWl at 11114n. Wait 1a th1Dit­

illg of tranatarrillg another Teluation aan, now ill the Berlin office, 
OYOr to narcotics. We could use BD:I naber ot &22!! lllllD. ~ :l.dea is to 

haYe a .£!:!J. aaent tor narcotics ill n ary princlp&l port in Europe. U 

we send over 4D7 100ro agonta, boweTer, t bey IIIUst be t or a ptmepel!t 
status. 

Sch!!.rf't has been slck 110re or l ess with a coLd STar sinCe we ar­

riTed . Be Clnalq had to so to bed, but wUl be well tc.orrow and able 

to start to work. 
\ 

llr. Wait, as you know, is subject to heart trouble. Be tells 118 he 

feels it coaing on again, and that i t is necessary tor b1a to aake his 

annual 110nthq pilcriJoa&e to a resort in Central Europe, wbere be caD 

recuperate and rest. !Ia says he wants to do lt now, whlle I aa ill Europa 

to keep a:r eye on thi.Dgs. I han told b1a it is 0. 1. rlth .. , and that 

1t he feels aa badly as that, be had better do it without del.q. Be ia 

goillg to collllUI1loate with TOOl Gorman about it. 

The boys are ol.l a.tra:l.d ot the Coaptroller General 1 s sten4 about ad­

TnnCin& 110De7 tor goTerDIUDtal purposes (illto:r!Mra) . We rlll haTe to 

110rk .1 t out. 

Tbere 1a plent)' to do bere. I rlll cont1n1.10 world.ni to &et the bo)'a 

in UDder &lid producinc. I haTe to handle thea r igllt, and GOt pt tMa 

I • 
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too •jitt.ey,• •• tba7 are good too,.., wllo, tbou&h ~ 1Mxperi_ed, ou 
be aa.c:le to prod-. f bere 1a DO qlleetioa but • bat tba7 baTe a TUlia 
field 1D wbicb to open.t.. Proa tba paraoaal o&l'l"1ace of DarOotioa 8JIC].e 
alone, it el!io'n tbat Oil fiTflr'l all1p tllue -t be 01111 or_.. ~--. 
wbo ban bMD·oarr,.i.Dg tbe etlltf for ,...... . A• to wbat coe• oa 1A tM 
tre.iglrt. aJIC].e, &IQ'bocl71e IWtl& 1a good, but " li:DOw it ... t be a w:t 
larger tbaD tba paraoaal ucl•· 

flllMPSOI. 

P. S. llr. lioaett, 11.1D1eter at fba ll.t.clle, aeDda bia beet to tba S.oretarJ, 
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PERSONAL. 

Moscow, Yaroh 15, 1937. 

Dear Henry: 

Since my arrival I have been making every effort to try to get a line on the gold reserve here. It is prac­tical lY lmpossible to get an,ythlng definlte. It is more or less a military secret Which is guarded with care and it is available, of course, as a matter of propaganda to project the idea of their power vis-a-vis Germany and J apan. 

From t he bes t information I can get, the situation is about as follows: that the production of the Union of South Africa in fine kilograms is between 325,000 and 350, 000; the production of the Soviet Union is ap­proximately 175, 000; whereae that of the United States and Canada each is about 100,000. These data come f rom a study which ~ae been made by t he Legation at Ri ga. The general information here is that the 1936 production of the Soviet Union is considerably in ex­cess of the amow1t hereinbefore stated and runs between 200, 000,000 and 250,000,000 dollars . The gold reserve ot t he S tate Bank 1B stated to be 350,000,000 dollars , 
The other day I was privileged to aee the colleution of treasure and Jewels at the State Bank. What surprised ae wae t he sir.e of the gold nuggets. They haCl two nug­gets of s olid gold ranging between 40 and 50 pounds each, From their appearance I should Judge that they were pr actically pure gold. There ie undoubtedly great wealth in the mountains here. Mrs. Litvinov, who 18 engaged in teaching in one of the schools ot higher education in that region, told Mrs. Davies and me that holidays ot school children and in fact picnic parties of the populace 

The Honorable 

Henry Morgenthau, 

Secretary of the Treasury, 

Washington. 
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were generally spent in searching for gold nuggets in 

the hills with remarkable success. Lltnnov told me 

yesterday that recently while in the mountains he had, 

in the course or a casual walk, picked up a atone which 

was remarkably high in gold content. 

! o.a sorry that I cannot g•t you anything more 

definite on it but this Government over here ia moat 

effective in ma1.nta1ning ita own reticence. 

We have enjoyed immensely this experience . It is a 

fascinating situation to be able to see the forces and 

the personalities which are eng11gsd in the proJection or 

this tremendous experiment i n governm~tnt in this great 

laboratory. 

They are undoubtedly making remarkable economic 

progress, and given freedom from entanglement in war, 
and internal peace, they will make great etridee within 

the next few yeare . There are many indications that 

old human nature is working over time and that the pur. 

communistic principles had to be abanaoned, at least 

temporarily, in order to make the machine function 

and of course the machine has to function to keep the 

bureaucracy here in power. They are a strong group ot 

men. The situation is a massive conflict between the 

finest k.ind or idealism and humanitarian impulse and the 

moat rut hless cruelty in the proJection or ite means 

to the end. 

I trust that. you and your family are well. loire . 

Davies Joins in the kindest remembrances to Mrs . 

liorgent.lul.u and your tine self. 

• ' ,. 
SB 
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lion~, llarcb 15, U.,., 

Tho SocrotarJ 1notracto4 ao ~ tolopbono that ho did not W&Dt tho 

2 1/2• ot 1949/53 to brook bolo• par todaJ ud that r.prdleoo ot tho 

_,, necot Mf7, nttlel..,t puebaaeo ohould be .ado t o uintaln the 

bonda a bo .. par. Ho bad not Ch ... thll order t o tho J'o4eral Reoono 

and OD17 W&Dtod 80 to ad..-llo th• Of thll doclalon ohould tho prico 

ot tho 2 1/2• docllno t o arOUAd par, 

Prior t o the op..,l!IC ot tho ,..rat crdore of $10 ,000,000 woro ClYOII 

t o oaeh ot tour doalore ill co..-er.o.oat OOCQrl t l oo -- D8mOl7, Diocomat 

Corporation, C. J. DoYlno Ia ~. J'irot BootOA Corpora UoD , ud 

Saloaon Brotbaro Ia Rlltalor - to piU'Chaeo f roa0Df7 bondo ap to 1/32114 

aboYo Saturdaf 'o cloainc bi d prlcee, eubJoct t o cbacco on notification. 

~lao, the Firat Boeton Corporati on wae glYID an order to purchaee on 

the board a l Ull &laOWlt or Tr .. OUf7 bon4o Within the ..... lllaltatlOill. 

Snorel dealore woro called ~ tho '!:"" York Bank to aoeertain tho ello 

or thoi r portfolio u d ao a roeult onorol larp bloeklt woro taDn 

tr<a two 4oaloro to rol18Yo tho preoeuro on tho •rat. Hownor, thb 

did little cood oo hO&YJ' eolllag aot in and, althoucb prlcoo woro 

""'1nta1nod noar Saturcl-.,'e cloeo, tho ordero wero about oXbauatod ~ 

the ond ot tho cl-.,, 

Purch&aoe eaountod t o $44 ,009,000 and or thh MOUilt $16,910,000 

woro ill tho 2 l/2o ot 1H9/53. ln a ccordanco w1 th tho aero_,, bo'­

tho froaiUrJ ud tho J'odoral B.o .. r..-o S,.t•, ~. or $22,104,000,woro 

taken ~ tho Troa0Jlf7 t or tho accOUDt ot tho Poetal Sartaco S,.ot•. 

Lone bOAde cloeod tho c~-.,· t roa ott 2/'Ja>4o t o 11p 2/32D4o, whllo othor 

loeuoe Cloood f ... 1 to 8/'J2Dda lowor. TroaOUrJ aotoo woro aleo eo!\ 

llolt oal7 .odoratol7 aotlft aDd louoo rsa troa 1 to 7/32D4o. J•N 
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BOARCJ OF GOVERNORS 

FEDERAL RESERVE SYSTEM 
WA.NINe"TON 

lla.rcb 15, 1937. 

lly dear Hency: 

In order to correct some of the miscon­
ceptions ~d propaganda spread around the markets 
and doubtless contributing to uncertainty, I felt 
I should issue as promptly as possible a correction 
as to "'Y OYIIl personal views, and the enclosed state­
cent 1e the r esult. I hope it will tend, as I think 
it will, to relax pressures due to llisrepresentation 
of Reserve System attitude, and I especially hope 
that it meets with your own approval . 

Honorable Henry Morgentbau, Jr., 
Cloister Hotel , 
See Island, Georgia. 
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BOARD OF COVEHNORS 
OF THE 

FEDERAL !UlSERVE SYRTEU 

Statomon.t t or the !'roas 

For roloaso in morning newsp&pers 
ot Tuosdl.,y, liareh 16, H57. 

Sl 

lolarch 15, l9S7 

Stateoent ot Cbairr:>Ct~ Eccles with ref'crence 

to his posi tion on crud1\ Lnd monetary polici es. 
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I wish to correct erron~ous interpretations which have ~en 
circula~ with reference to~· position on credit and monetary policies. 

I have been and still am an ndvocate of an ensy money policy and 
expec~ to continue to be an advocote or such o policy so l ong as there are 
large numbers of people who are unable to f ind employment in privata in­
dustry, which mea.ns that the lUll productive capacity of the nation is 
not being utilized. Under ~uch conditions , to roetrict the available 
supply or capital and t,hus to make it difficult, U not imposaiblo, to 
e:>plgy these people would not only be ant.l-social but uneconomic . 

I do not believe tbet sharp price rises io cortoin basic 
coomoditi oa should be controlled at this stage of the recovery by a re­
strictiv~ money policy which ~~d tend to freeze and might bring about 
on actual reduction in tha totel volume ot e:ployaent end production, Tbe 
prico rlsos to which I refer aro the r esult pri:arily or non-=onotary r ectors 
including f oreign armament dolll!:nda , strikes and monopolistic practices by 
ccru..ln groups both io iodustry and orgcnhod lobor . Those condi tiono hove 
in turn led to epeculotive security and coi!IIOOC!ity buyiog which serves to 
cccelurntc t ho price odvonces. 

lJoney must be used as tho sorvHnt to increase production and em­
ployment at bo100 t.nd not to restrict e3plO:f*!nt c.nd production et a tiM 
when the nntioru>l income ie atill aoc.ny billions bolo ... whot H b:ls been ln 
tl.e put ond ~~~any moro billions short ot fihnt it could and should bo ln the 
f uture . Tboretoro, other QGUIS tlu.n o. restrlctivo monoy policy must be 
uoed under present conditions to cootrol unwarrLOted price &dvancee which 
r usul t in tho riso o£ the cost o£ livins. 

Joo 
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The n,y to control Ulljust1t:lable price advances is by increasing 
produc tion. Tbls can be done so l ong as there i s idle labor will1nt; to 
•ork, so long as there are unused natural resources and an abundance or 
100ney at reasonable rates . All three ot these conditions are present at 
this ~ltle. 

!lith reteronce to the vol ume or •oney, at~er t.he full increase in 
rosorvc requlromonts goes Lnto ettect on llay 1 , there will be more bank de­
posits and currency in circulation by f ully two biU lon dollars than a t the 
peak or 1928 and 1929. Th~re will also bo excoss reserves upon which 
blliion3 or r'Urt.ber crud! t can be oxt.endad by th• bc.nks without tho need Cor 
borrodng f ro" tho f ederal rosorve banks. !n other r.orda, the supply or 
money t~ f lnanco 1ncroasod production at low raws ia l\llple . Fw-thoraoro, 
with tha uplc roscrvos ot the Federal roaorvo bl!nkv additional supplles of 
aoc•y cac bo modo nvnilablo when neodod to tir~nce expand<~ production at 
rcoso~blc rates by tho purchase ot gover i\IICIIt socurit.ics 1n tho open 1114rkot. 
At thu S<-1110 tlmo , tho Resorvo Sys toa hr.s 1tlst.rw:ocnt11 f or controlling dirocUy 
the dlvoroion or benk credit into security speculation. 

With roter~nco to lobor , numerically thoro aro still millions or 
111\c,.pl oyed peoplo c.blu end rllling w "'ork and sovor&l millions moro ongtged 
on publlc works who could bo divort~ troa .,ublic to priY:.te po.yt"Ollll. But 
thor o is e;oproaching • spocial probl o• of skilled l «.bor ehortogos doYoloping 
ln cor t.:.in tiolds . This situation Ghnuld bo <.nticipated and me~ ce rapidly 
~• it dovolopa by r cloos1ng skilled • orkors Crom public to pr i vcto omploy­
••nt c.nd by voe<.tiODL.l c.nd 1ncl'O:Ieed eppronticoehip tr.UOing. 

• 
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Finally, there was not at the peak ot 1929 and there 1e not now 

any lack ot ra• llll1teriala end natural resources to furnish the means ot 

productlon. 

Under s~ch cooditions , the country needs the tull end co-ordinated 

utilization of tho throe eaaentiel fcc tots ot ID&n po•or, natural resources 

and capital until we have attcined a mAXimum production and distribution ot 

re~l wealth in the f orm ot housing, clothing <nd all other goods necessary 

1.0 ""intain end ioprove the stcndard ot livinc ot all ot our people. It is 

not aound public policy end H is not in the ul tl..ute interest ot ei thor 

'ccpitel, lcbnr, or «criculture for 6Zf!1 one ot tho three croups, broadly 

Sptlt.kin;I, to try to guin 11n advnntcgc nt the oxptlnse ot tho othnrs, which 

only mckes f or instsbility of the national economy end honco is bound to bs 

I.O~~>pornry. 

Incre<.scd on;gos t.nd aborter hours •hen they limit or actuDlly ro­

duco product.ion are not at this tl.mo in tho interest of the public in 

gunort.l or in tho r ct.l 1ntorost ot the ..-orkcrs theasolves. llhen 1fltge 1n­

crccsos ar o passed along to the public, end pcrticulcrl)' when industries 

Loko ndvcntcge pt any existing situetion to incrooso pricos fer beyond in­

crea3od labor costa , such action is shor~sightod and indctensiblo policy 

from ovcry stLndpoint. 

llnge incree.ses lind shorter hours arc Justified lind wholly deairobla 

whon they result fro• Lneroasing production por capita and represent ~ ba~tor 

dlotribution ot tho profits ot industrJ. l'lhon they re tard and restrict pro­

duction tilld cause price 1nflo.tion, they rosult in thro•inc tho buying po•or 

ot tho vnrlous croupa in tho entiro oeonom)' out ot bc:J.Mcc, writing 11 

102 
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particular hardship upon agriculture, the unorgani zed workers, the re­

cipients or f ixed incomes and all consumers. The upn.rd spiral or • ages 

and prices into inflationary price levels can be es disast rous as the down-

.. ard spiral of deflation. U such conditions develop, the Government should 

intervene in the public interast by taking INCh action as is necessary to 

correc t the abusos . 

The remedy f or a price intlation when the country has unused man 

power, natural rosources and capital, is through 1110re , not less production , 

thr ough an orderl y , balanced use or those throo f undam(lntal f actors nnd not 

by croatlng a needless , o.rtitic1nl sbortaae of nny one of them. 

llhat, tbon, is tho func tion of tho 1110netary authorities of the 

Govcrnmont? It in to hnlp bring about t.nd mo.intt.in tho essential element 

103 

of e.n ad9<lucte supply of funds c t rocsonnblo rntes to e..ll f orth and f t.cilitote 

production and distribution. A policy of eosy aonoy in order to mt.ko nveil­

nblc an ndoqunte supply of capitol ot reasonable r ctoa cnnnot, bowevor, of it­

. self succeed in maintoining a stablu econoiiQI. Tho Fcdornl Reserve System, 

w!'licb 1a an nrc of tho Govortll!lOnt, is powerless to maintoin a stablo econoJ:!¥ 

unless othur essential non-monotery f notors nucossary to stability are 

' brought into line oithor 'by privato interests or lrJ tho Governmont. The 

Federal Res~rve Syate~ ht.s cxurtod tho gr~atost possible influence to bring 

obout end maintain onsy money conditions na n necosoory integral part of tho 

recovery IIOVeliiCllt. An ample supply of l'W>ds at recsonllble rctos exists end 

wlll exlat after tho 1ncr efisod rceorve roquiromente U..ko f u.ll offoct on !lay 

1. So r nr as I CJll cnncerned, I nm convinced thct such o supply of funds 

sh~uld continuo t o be .ado ovollablo et r~toe thnt will onc~urcge t ull re-
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covery and help to mnintain it. 

Under present conditions at an accelerating recovery, a continued 

easy money policy t o be auccesatul in achieving and main taining a balanced 

recovery 1111st be accompanied by a prompt balancing at tho l'cderal budgot 

and the subsequent rotlremont at public debt by the Government i n relntion­
ship to tho expansion ot private crodit. I have not boon and I e.m not now 

In f f>vor at baltmclng the budget et tho expense ot tho destitute e.nd tho 

uno10pl oyed •·ho aro unnbio t o t ind prlvc.to employment, but I CJO in t nvor at 
lncrc"slng taxes on incomes and protlts it neceasu-, to sustc.ln tho volucoe 

of relict und nt tho sumo tlmo brine: the budget i nto bcl011ce o.nd permit the 
P'\11 ing down or public debt c. a pri ve I.e debt expands . Onl,y by this process 

cen monetary i ntlntion bo provontcd. 

U, i n tho "'"llltJ.M, however, stcblo recovery 1a endangored by 

unwcrrcnted price nnd cost lncrcssos arising tram non-monotcry cousos, thoy 

must be combcttod by other thAn monotru'y mcnns . To roaort to monotc.ry ro­

struints under such conditions would involve tho r isk at holt iniJ rocovory 

end preclpJ.tcting another dot lc.tion baforo • • hnvo recovered t ram the last 
\ 

one c.nd before tho Covern;oonl. is in position to bear tho coats at it without 

e&using n moneU.ry i ntlntion . 

I u.nnot t avor t.t this Jw•cture tho remedy at •tigbt 110noy• and 

high interest r ctoa, to ro(.ch spoc1t.l conditions. Such " rcmody it invoked 
no" in the cttoa~pl. t o control unjus t lt.lDble c.nd IIO:Iopol.y-crcetod prices 

would result in 11 reduction of tho ru:tion 'a buying power. Othorwlso this 

romody would not be otfectlvo in bringing prices down . A declJ.no 1n buying 
powor would, in turn, rosul t 1D inc r oc sing the alro&dy large volume at 
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une:oplO)'ll>eDt vhich would have to be S'.tpported out o£ public fUnds and in a 

decrease ln the national i ncome , with tho consequence that the budget would 

be t.brown hopelessly out o£ balance. 

The remedy l ies not in s r estrictive monetary policy, but in 

vigorous government intervention vlth all the powors at its co:ma.od to deal 

dlrcctly with the causes that might endanger tho progress o£ a stable end 

enduring recovery . 

tli th rof ol·once to theso broad polici es in coMoction with tho budget 

end government f inances, tho President stated in his budgot gcsSGgo in January , 

•r.c shall soon bo rcv.plng tho full beno£lte o£ those progrcms {to co:nho t the 

depression) end slulll hr.vo u tho 84"'c time :l b:J.:l!lced budget that will G.lso 

include provisi on f or r c."<luction of tho public dubt ." And in hi s rndio address 

on !larch 9 , the Pr esident acid , •tn 1933, you and I knew that •a wst never 

lut ou.r economic system got co~plotcly out or j oint cgain--thct wo could not 

afford t o t.W<e the risk or another ,vMt depr ession. We clso boct.l:lll con­

vincc>d that tho only ..ny to nvoid u r epetition ot those dw-k dDys r:os t o hovo 

o pvornt~on t r.i t h porror tu pruv<~n t and tu cure thu c.busoo end tho inequalities 

•hlch hnd tbro10n tlult syatca out o£ j :>int . lie thon lmd c progrUI or r emedying 

those nbusos c.nd inoqunlitics--to givo bQlence end s t&bility t o our econJmic 

systc,_to u.kc it bombprocr egt.inat tho ct.uses ..,f 1929." 

A policy ot "'" notcry r oa trc.int o t this juncturo 1\ )uld bo cc.lcul ctcd 

t o preven t &tteinmcnt aL Ws objoctivo ~f balMco and atcbility in our econollic 

system. 

Regraded Uclassified



Regraded Uclassified



Regraded Uclassified



roR !IC ll'JDIA'l'E REI.E.'SE, 
l!cn~. 111\rch 15, 1937, 

1'aahington 

108 

Press Service 
llo. 9-80 

Acting Secretat7 of the 'lreasur:r lla4;1ll toda:r announced that report& 

!rom the Federal Reaerve banks indicate that $483,910,000 of 'lroasur:r llotoo 

of Serioa 1>-1937, maturi~ April 15, 1937, bAve been oxcbange4 for 2-1/2 

poreont 'l'roaaur:r :SOnda of 1949-53. 

Subscriptions and allotment• wer e divided o=ong the several Yederal 

Koaorvo diatricta and tho 'rreasur~ na followa t 

Foderal Reserve 
D1otr1ct 

:SO a ton 
No" York 
Philadelphia 
Oloveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
IUnnea:polts 
ltan ana Ci t:r 
De.llaa 
San J'l'MC1sco 
'lroaaur:r 

Total 

ooOoo 

Total Subscriptions 
Rocoivod ond Allotted 

$ 20 ,857.700 
3:)0, 529, 500 

3 ,925,800 
12 ,003,300 
29,942 , 100 

2 ,773,300 
56,996,100 

8 ,683,500 
1, 710,800 
4 , 494,700 

964,700 
15, 770,200 

5 , 258 .300 
$483,910 ,000 
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Secretary of State 

·va :~hington , 

3611 J.arch 15, 5 p . m. 

F;{OIJ COCHRAN. 

GHAY 

Paris 

Dat ed !.larch 15, 1937 

Rec 1d 4 p . m, 

108 

There was fair amount of trading on exchange market 

today. Bank of France took cons i derable sterli ng at 

106. 41 and 42 but marke t demand moved r ate to 106. 43 and 

45 an.l 'ban!c did not operate. Rentet rather heavily offered 

and registerec:! losses around l. 20 f !·ancs . Money f or the 

f ortnightly official settle:nent was fi xed at 7!:C· \"11th 

money thus tight prospects are not ao good for an antici­

osted lowerins of the Bank of France rate. 
\ 

Alnount of second tr.mclle of national defense loa, haa 

not yet been made known but arnouncement is expected 

tomorrow . Market observers criticise the decision al ready 

,: ublished to the effect tha t price and other tenns will be 

same as 1n f irst tranche . This the market interprets aa 

either bad treasury techni que (considering the very favorable 

response 
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raria S~CTION 0~ 

rea1)ons o to the offer of the first tranche) or lack or 

confi douce . 1'1h1le subscri.>tions are already being 

booked ·'or tomorrow 's se cond tranche bond ("''D 011'11) 

1VILS0ll 

CSB 
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P~~TIAL PARAPHRASE OF TELIORAU 10 . 361 ot Karoh 15, 1937, 

S!OTIOI TWO , JROK PARIS . 

ot tbe f irst tranche are s till obtainable at brokers ancl 

bankers with their commi ssion t hrown in. 

I n hie annual message to the Swiss National Bank , 

President Bachmann bas recommended that the profit resulting 

f r om devaluation ot the Swiss franc a be left pr ovisionally 

t o t be bank since so long as t he Swiss currency is in un­

stable equilibrium all available means ahould be retained 

for safeguarding the currency and its stabilization. 

Berenger in AG! UCE ECONOUIZUE a nd Jenny in LE TE!!PS 

found no ground for sarprise or criticism over American 

attitude toward French request for p~ying agent considering 

terms and sense of the J ohnson l~w. 

Various wri tere suggest France may shortly seek def­

inite stabilization of tripartite currencies. 

At 11 o ' clock this morning I was infor med by Cariguel 

that one million pounds had already been acquired today 

by the Bank of France. There wna not a plentiful suppl y 

ot dollars , he said. He has sold t rance against sterling 

to about fiv e timeo the amount of trance against dollars 

since the arrangements of last we&kJ i.e. , far about BYer y 

dollar he purchaeae be acquires one pound. Gold ia beina 

br_ought in by domeatio bol dera , be sa id, but so far this 

h'l3 been in very small lots, principally in coi ns, and 

it does not amount to eo muoh. I t is hi e opinion that 

l"renobmen are bol41ng abroad tbeir large amounts of gold. 

Theca 
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These amo\lllt& are not cOIIing ba.ck a.e ( oaiuion) scae prooee4a 

theref r oa do reach him in ster ling which the fund 1n turn 

converts into gold on the London aartet. 

END llESSAGI. 

WILSOJI. 

EA:L'IW 

\1 ') 

l I 

' ~· ., Q 
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PAR IS DISPATCH SAYS THE MINISTRY OF FINANCE 

WILL ISSUE A NOTE TONIGHT ANNOUN C ING THE SECOND 

INSTALLMENT OF THE DEFENSE LOAN TO TOTAL 

2 500 000 000 FRANCS TO 3 000 000 000 FRANCS 

I T WAS SAID AUTHORITATIVELY- IT WAS EXPECTED 

THAT THE BONOS WOULO GO ON SALE TUESDAY MORNING 

FRENCH GOLD PRICE 

PARIS- GOLO PRICE OF THE BANK OF FRANCE 

HAS BEEN FIXED FOR TODA! AT 24 338 FRANCS PER 

KILO 

-o-
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P AR IS BOURSE fJ ~ 
\1\~R 15 l~1R I S - THE 7 1-2 PC CARRVOV ER RATE ON THE 

OFF ICI AL BOURSE SOMEWHAT DI SCOURAGED TRADERS AND 

MADE MARKET DULL AND WEAK - RENT E$ WERE DOWN 

AROUND ONE FRANC WHILE DOMEST IC STOCKS WERE 

LOWER AND INTERNAT IONAL I SSUES IRREGULAR 

INACT IVITY I NCREASEq OWING TO IGNORANCE OF 

THE AMOUNT AND COND ITIONS UF THE SECOND INSTAL­

MENT OF THE DEFENSE LOAN WHICH OPENS TOMORROW 

- IT IS COMMONLY UNDERSTOOD SUBSCR I PTIONS TO THE ... 
FIRST INSTALMENT WERE ABOUT 8 000 000 000 

FRANCS ANO IT IS BELIEVED THE GOVERNMENT IS LIKE 

-LV TO L IMIT THE SECOND INSTALMENT TO 3 000 000 

OOD OR 3 500 000 000 FRANCS -THE UNISSUED 

MARGIN AUTHORIZED BV LAW IS 5 SOD 000 000 

FRANCS BUT IT IS POSS IBLE THERE MIGHT 

BE SOME DIFFICULTY IN PLAC I NG THE ENTIRE AMOUNT 

AND THE EXISTENCE OF A CONS I DERABLE FLOATING 

SUPPLY MIGHT DEPRESS THE PRICE WHEN THE LOAN 

IS LISTED 
COMM ISSION ON THE F IRST I NSTALMENT WAS 

FIXED AT I 1-2 PC BUT TODAY BONDS WERE 

OFFERED FA I RLY FREELY BY BANKERS AT I PC 

THERE WAS STRONG DEMAND FOR FRANCS IN 

THE MORNING BUT IT BECAME SLACKER IN THE 

AFTERNOON WITH L ITTLE I NTERVENTI ON BV CONTROL 
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A 3 000 000 000 FRANC SECOND INSTALMENT 

OF THE NATIONAL DEFENSE LOAN WAS OPENED FOR 

SUBSCRIPTION IN FR AN CE TODAY - F I NANCE MINIS­

TER VINCENT AURIOL SA ID HE BELIEVED THE 

INSTALMENT WOULD BE COVERED BY TON I GHTf.i.~R 16 1937 
i'":(/1) 

UN I TED PRESS PAR IS DISPATCH SAYS THE 3 000 

000 000 FRANC SECOND INSTALLMENT OF THE NAT I ON­

AL DEFENSE LOAN PUT ON SALE TODAY WAS RE­

PORTED UNOFFIC I ALLY TO BE COVERED A LITTLE 

AFTER NOON t.fAR 1 S 1937 
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warch 16, 1937 

HU, Jr. d1ctated the tollowtng to ure . Klot z 
t oday : 

I talked t o Eccles last n1ght and he told me 
t hat he had wor ked on the attached statement all 
Saturday afternoon, Saturday n1ght and Sunday and 
m1ght g1ve it out to the press and that he was send 
ing a copy to the President and to me. He told me 
t hi s the evening he gave out h1s statement and this 
corning I read the announcement in the paper. 

llS 

(HU,Jr . !eels t hat Ecolee gave out this statement 
just to cover t heir action on excess reserves.) 
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..U'!!RICAl/ BA.'IKER - !larch 1?, 193?. 

"I cannot favor at thj& juncture the remedy of 

'tight money' and high interest rates." 

Eccl l"'l'O U. 8. 11 .. e1 

.,.,_-, + s.o,.,y Aaole 

+ With re.fft'tnc. to the volume oJ 

STATEMENT • mon~, alter tht !WJ inerK&e In l'fief"\'e 

~ I'Ofll l11to .trert on "-7 1 

-=============:;;== theft wHI boP m<M"t bank deoot.ha and cur: 

• 
rtneyo tn d~uleUon by fully two billion 

AlMr1caa •atu ..,_. dol.&at-1 l.ha:n. at tM peak o( 1t't.8 nd 

1821. Thtte wffl aiM be HCftl' fUtrvt:" 

Wa.Uinrtoa. D. C... Marc.h 1 u,pan whleb biiUont1 of fo.rther c.rtdft. tan 

tt:xt of \be at.atement i.uued '1 be mended by ahe bub without. the 

b)' Chairman Marriner S. Eccl f need tor boM"'Wing from the Ftderel 

Ft!detal Reeerve Bot.rd il~ a.a follow&: R~e banb. In oLher wo1•ds, the 1up .. 

I wll:la t• tornrt erTOMOU la'Ur· 911 of moMJ to llunce ineru.ed produe. 

r.retatlou whkh han b«:n drc:u• tlon at low rattl Ia ample. Furc.Piermo,-. 

atN with rt.fer~ to •Y poallion with the aml11t l"f'Servea or the Ffdt'rtl 

•• credit ud aoM!tu'1 polkk a. R.Nt,..,-e beAh addft.iooal aappliu of 

I have been a.ad 4lill am an ~-... money can bo made an llabl• when 

t ate ol &ad a poiiC'1 so Jon~ u tkrl nl'<'tll"t1 1n 1\nanee ex .... ndod 11r«<Utllon at 

are larae tna•b«a ol people wllo are • n>~.!!IO!Oable rat• by the pu~'haae of Gov. 

uuble lo find eaplor·•ent in prlnle emme:nt stcUrltle• tn the OP"' nu~rket. 

lnctulry, which •MDI Lht the full At. the Q.MC Limes the Re"""a Sy•tcm 

prodvcdn upaeltr of tM u tJ .. t. ltat in.!ltrument.. for eont.rolHn.t direetly 

not. being uUU~. Under tae.h eon- the. divctndon of bank eredh into security 'E: to rf'M.rkt available t.up.. A~ulatlon. 

p ot n.pital an • ho_. to ~e il \\'itb rdtrtntf' to tebor. no:n1erie~~Ur. 

c.ult, IJ not imp iWI':""to 1ht.tt'! are ttlll m.illlons of uMmployed 

people • not N l)' ant J.'I"'/'~ able and wUIIng to work and lt'IY• 

"odal 'but 11 • lc. en mi!Uon..a more e1ta-a:t't'd on public 

I do not belle~ that shlttp prlc iMa works who eQUid be divertfod from public 

in tft'Uiin bu:'e tomn.\Odilles ah be t.o private vayrolla. But the111 l.a •P· 

controll(!d at. thbl ata,.e of the Vf!tY pt'Oadaint • •P«'i•l problem of ~ldllfrd 

by a restrictive money poli ,.,•hlth Jabnr 11"ortagt11 dn"-lopl'nc in C'fttaln 

woWd ~ to f i'ft':&e a.od m l« t. bring ftt! ld~t. 

abo\:1~ an attuaJ red~Uon in the total Thh • ituatiGe Motlld 1M- antid· 

volume of ~mployrncnt. and production. (lated and met as ra,Wiy aw it ci..-~1-

TM prke rlJa to which J refu are \he op11 by r~ltuinJC 11\dlltd wotkt.-. 

ruult primarily of nOft.ol'llOMta.ry leeton. fn• p41blic to prhate ,..pao., •t'ir'lt 

ineludlnr the foreign armament de- -.nd b)' ,·ocallonal ud in~ftl a,.. 

mands, t-trikea and m<mopolb:Uc pru- a•rent1«1!hip 1ralnlnr. 

tices by «?t• in groupa both in j.nduiU7 Finally. tbne .... not at the t)f'ak of 

nnd orgaru.ud labor. Tht111e condltlona 1929 and there is nol now any l• t k of 

hl.,•e, in tu.rn. •ect to t petulative .ecorlty raw m.attrlall and natural rtsoureu to 

and commoditJ buy'"'~• wh.kh M1Tft to ·famish UM nwatu of production. 

a.e:(t.le111.te the price ad,·Mctt. 
ll:ooty must ~ UHd u the senant to C'ou11tr)' Need.lill Co·DI•tration 

lntruM prod!Xtion and tmploymnt a t. f'CM" 1..-..&u.cdon 

ho1ne and not to restrict. t n\ploylnent and Undf'r' l!!Uch condltJo.u the ~'!ll")' 

production at a time ••hM the nationa1 net4s the. full and co-ordinated uuh&a· 

1neome ia atlll many billions be-lOW' what tJon of the th'" euc:ntial fa.c:ton ,of man 

It has been In the put and ma.ny more power, natural ~n:et and e&IHUII un· 

billions ahol"t of what It couJd and &hould t.ll wo haves atta.h\ed A ma-:dtnum produe· 

be In lhe fub1,., tion and d~Uibuti_on of ~.1 wt •llh In 

h tric.- the form of bousin.r . dolbtDA" and all 

Thnef'ore othC!'r mP-anfl t an ~ret d ather good& nMt'fl&&ry to maintatn and 

tlve mOMy policy ma.!l be v un-!! improve the a-taftdard of Uvlng of all or 

prnent condltiom to ~~tn:»l unwn- OUI" le. It b not aouftd publi~ pol. 

ran~ price advant:('l,. whteb rtllull h• Icy :.:f~t i!!l not. in tho uJtimate lntft"ftt 

the rtSe of the eost of bvift¥. of f'ithf>r eaoital, labor. or agriculiure f~r 

The way to t"Ontnll unJu.-tiftable P!"'ct' aD1 one o( tht thl"fiiil «T''Up&. broadly 

adnntH La by inrreaalnJC ru·oducuon. lll)l'akh11r to t r')' tn etln an ackantace at 

Thill e.n be clone .o IOJ!IC' • • th.-. .. is ldlt- the rxpt'n.~~e (I( tht> otht<.-.. which only 

tabor willing to 'fi'Mk, .o ~I' •~ t~ matea: for in.stabilily of t..be national 

.,. unu.led natural rtJIOU~ and a n, economY and htneo l.s boo.l'ld to bfc 

a~ of motlot':Y at rM.tOI.Uibl4! Nltet. u-1nporary. 

All thrH of these tondiliOM .r« ptaent lnuu"td walf"S and •hortn hours 

at Uttt time. wh~n t-hQ)' Jimi\. or act,.uaiiJ red'-Jft pr. 

dUC'tktn art not at thl.1 thu in the ln .. 

ttft•t of the publ~ in tutn.l or in tht~ 

'I'CGI inl~ft'8t of lhe worlcta tMmKlTn. 

Whe-n \\Ait~ inen:A!!.l'J aN paued alonr 

to the public. &nd partklil•"lr w~n }"· 
,hutM~ t•ke adv:antaJ'C! of an)' ui5hft6 

•ituation to inerea~~e prlet!:J f ar Mrond 

iat:realt'd Jabo" t61LII.o a'Oth .etlon I• 

lhorl·11i11rhted aftd an lodt.ftQ.~~;"ble politr 

frofl.\ c''trY atAndpoint. 
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llil• Wat"' and and ))ToRr.. if n«t1iMI')' to ••.!ltaln 

Frl• ~ tile ,..,~,~ .e ol ~Ud a.M at Ute ... e 

Waro ineroa!lt!ll and ahortu houn. art! thu brfnJ" lht bDd&H into halatu-e 

j~Q.tifted and wboU)' d~air~ble when theJ j and pumlt the payinr do••n of pub· 

rf'Sult from int:muirur J)rod-.ctton per lie debe u priYale dtbt up.ands. 

e11pita and reprtscmt a btuer di.ttribu· 0.1,.- b1 thit P~ cu ... dar:r 

tion nf tbe f! r'Otha of lndua;try. When inftation be prtventfll. 

dwy "'ta"' and ratrirt production a.nd If. in the mC"antime, howev~r. 1-t.able 

tauH priee lntladon, t!wy rbult In f"H''verr ia enclan~ftd bt o.a.-af'l'anted 

throwlns: the buylna pov.•ttr or the varl· price and toa:t lncrt'a&ea ari•in,r from 

ous croupa In the ent..lte ~nomy out or non·monetary «UI(U Utry rnuat be tom· 

Nlan.ee. wortln# a p:artkular hard.Pip bau•d by othtr t.ban monetary mnn.. 

upon agriculture, the unor~aniacd work· To t"Hort to mon~tary f"H.traint. undtr 

en. tho ~lpienta of fixed income~ and such condition~ \\ould Involve the ri"k 

aU C'On.tnafrL The upward tplral ot of hah.lrut l'fta\·ery and J)N'C:ipit.atlng an. 

wagq and priH:t 1nto inftationary price otMr dt:fladon bdore .,. have rt'('OverM 

le\'el• can be a~ diiL"'trous u the down~ from the last ono and btfore the Gov. 

•-ard •piral of dtftalion. U a:ut.h eondl~ unmt!nt It In pot,tion to btar tht• COllll 

tiont de,Tiop, the Covemment ahou.ld in .. of it wilh.lUt cauJlng- a monetary intra. 

tcrven«J in the public int-erest by t.akin1 tion. 

auch action a s It nteetu.ry to correct 

the abVM:J. • 0PPMt.ta TIJhl Monty 

The tt"tnedy for a priu fnlladon -.\t This Julld.ure'" 

w hf'n the ec~untr)' hat Un\Uitd man I can.not fa\•or at thl" juncture the 

po• n. uatonl l'f'IOUtCH and capital rtmedy of "tight monf'y'' and hllfh In· 

h; throa.-h more, not lt88,. proch•c.· urut ratf'e, to rt"ath tPf('iaJ conditions. 

t ion. through a rt nrdt>rl)', balancf'd Such a r.nttdy If invoked now in the 

uk or theM thrt'e rundamtntal fat· atlt.mpt to cont1ol unju.11 tifiablt and 

ton• aad not by nt-athtK a ~~~~ monopoly f'reattd prief't ,.,ouJd ruult In 

art ll1dal ahortUf' of 11ny one of a reduc~•on of the nation'a buyina: power. 

lhrom. OthCI'WISe this remedy would not be er. 

W'hat. thtn, i.s the function of t.ht f~th·~ in br!n.gin.r prictt do•'TI. A dtt• 

monetary autboritle!'l of the Con.m. d•ne ·~ burang po•·tr vt.-ould, In tum, 

ment? It. Ia to hoi/, bring about and ruult 1.n ln(rn.!lnJt' tht al~ady laryt 

maintain the u&entla (':]cm"'nt of an ad• volunlt or un~ml)loyment which would 

quate supply of fund• at ruaonable have to be aupporttd out. of publlt tunda 

ratta to call forth and facil itate produe.· and In a dec-rtase In the Mtional ineonM, 

t ion and d.iAlribullon. A policy or eaaylwilh th~ t'On.tteQut•nre~ that the bud~rt 

mon~ in orde.r to make a,·ailable an ••ould be thrown hopdtu.ly out or bal· 

adequate supply or capital nt rtt10nabtt l.tlff. 

t•atta t'llnnol, howt•\'t~r. or it!lt'lf llUr<:C't•d The rcm(ldy lie• not in a .-.Jirictivf' 

in maint.ininsr a •tablt" ftOnomr. Thf' montlary poU.c.v. but in vicrorous Gov. 

ft'dt .. al n~~W"rn Sy•t~m. whieh I~ an unmtnt intt"tvftltion with aU tM P.'!:•en 

D> rm M t..hc Covc•·nm~nt. it' IJO¥o'crlt~~ to a.t ita command to d.-al dil"tdly w1th tM 

maintain a !(table t'te)nomy uniC'IY' o\.hH eau•C'!t that mi.li!ht Nhln.nlftr the prognllll 

t~tlal non··moMta ry fac-tors ~r)' of • at.able and t'ndunnr I'\"'CO\'fl')'. 

to atability are brOuJ[hl Into lint~ ~idwr 

by ru·h·a~.e lnttn,..•• or b)' the Covert)• 
1Ur11t. ~ Ft'df'nl Rf'M'I'Y~ Sytttm hall 

to:certtod tb~ ..,...,.tf""t po,a~,ble intl~n« 

to bl'inx 11bout . ,,d mt~intaln ea.-y mone)' 

col\d I don.s •• a n«tASa ry In tel( •·•I part 
of the tffOWry mo,~moC"Dt. An ample 

"upply of fund.5 at "'uonable ratu rrlfu 

and will Nd~t ah(ll' tht~ lnc rC'Ihltd reo• 

.,...,.n rtqUi"'rrwntA uke full t treet on 

)Jay I . So far u I am ('(lfk'emt<l .. I am 

convinettd thal 3u~h a ~~oupph• nr fund• 
a.hould C'Ontlnue to be made avall•ble •t 

rt.th that oalll t-rwovralt't" full rf'<'O'\'Cr'J 

~tnd hl'lp to maintain it. 

WnW Cont lnut lteUrf: 
llalantt 8uds;,.t 
Undfr ,,,.tJC'ul condition" or ftn a~l· 

eratlnl' Tf('Ovrry, a ~tinufd f'U)' money 

policy 10 M fUttf'H.(\11 in aehi~1n.- and 

tl'laintalnina a ba1an~ RCO•ery must bt 
•ceon,paniecl b)' a a•rompt balartc.lllJC of 

the Ffd•ral ~l and the sub!ICQUMt 

l't'tirt'nwnt of publi~ dCO:bt br the Conf1\• 
1nent In I'C'IatlonshiJ) to the explll'lliOn of 

private ~~'Nit.. 
I hu• Ml b«ft .... I •• aet uw 

in fal"Or of balancln..- the buda•t at 
thf.' npt""llM of the': df'Jihutt- and tht" 
a•t•ptorM ... ~ao are ••able to lnd 

printt f'Mp&oy•tftt. but I a • i:a 
ruor of hu:r.-ulnl tUtl on ineomu 

Qu11'u Pnl ldf'nt 
With ~fel"tn.oe to theM broad polidu 

in connection with the bbd~f!.t and CoY· 
rrnment financet, the Prt•ldmt mted In 
his budJret mwa~:e ln Jal\uary: ••We 

wn 100ft be ftapln.r the full beneftt• 

ot 1hHe proK,..m.• (to combat t~ cleo 

pl"f:s•ion) and !lb;tll have at tht aame 

time a balann!d budcet. that will allo 
inc.ludt proYiaion tor nductioca ol tlw 

1lublle debt." And tn hit radio addrtN 

on a.tareh 0. the Presidt nt Jltld: " In 
t9SS you and I kM"W that oa·e: mutt nevtr 

let Our ~nomi~; a)'ltem rt'l. «-•DIN«ff 
out of joint again- lbat we could not 

afford to u.ke th~ •iA-k ot another Jfell 

df'p~Wtion. We abo bteame ~n~ 
that the only way to avo1d a ft~tnJon 

of those dnk da.vt was to h.ave a Gov .. 
t.rnmt"ftt wllh power to prncnt and to 

cure th~ abwn and the inequa_l:ltln 

which had thrOWn that a)'ttt'M OUt or 

joint. We t.ben bad a pro,.am of reme­

~ .. ch ... . ...,... aod liiequllcl...-... 
JnVt balance and 1ttbilit7 to our ~ 
nom1e 5yate.n,- t.o make it bon1bo9roor 

aplna.t the NOJft of tm." 
A poUtr of ....-tal'f tHtrsl•t a t 

tkll jultclur. woaW be caku.llte.t to 

prnnl a.u.ai••"' of IIlia ob)ec­
li'"• of ~ ... lblllilffT ift CMir 

~no•it ar•tt"•· 
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TREASURY DEPARTMENT 

tNTD O,.,.IC& COMMUNICATION 

""" ........ 16, 111:17 

TO 

, ..... 

!IRS. lt0'1'Z 

MR. TAUOR 

This 1110rning when I opoke to the Seo~teJ7 he aaked .. to 

1otona Vr. :&a.rlr at tho 11111 to Boueo tllet Chd~ :&eel .. bad not 

chocll:ed w1 th tbe Sooretarr regarding tbe porsonel state.,.nt wbJ.ch 

bo made to tbo Prase laet Digbt. On calling t ho 1111i to Sou .. I 

found that Mr. larlr was in Plorido aDd therefore gaft tho lnfonoaUon 

to Mr . aa .. ou, who ia t ak1ng care of Praaa relations in wr. :&arlr' • 

abaenoe. 

Tho Secretary also asked .. t o toloanopb ht. tbo full text 

or the lccloo• etatoment, and to obtain a copr of tho Roeolutioa 

ot tho !'odorol Open llarUt co-1 ttoe gran tine author! ty to tlto 

l xecut1Te eo.adttoe to ino~••• or deoreaeo it• portfolio. I 

spoke to Cbeirman :&colo• about tltie and be forwarded .. tile onoloeod 

copy of tho Rooolution, with the understanding that i t wao for tho 

Soorotary•o and rq confidontiu i nformation. 

~· 

one~ 
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BOARD OF GOVERNORS 
OYTHC 

FEDERAL RESERVE SYSTEM 
WABHINCJTON 

120 

aoo•c•• o..-,-, c,.-.~ oot~~•a•'"OMDI.MCC" 
TO TM C ao••o 

Per!!0!\!1 and Contid§Qt.ial. 

Honorable Wayne C. Tqlor, 
Yiaeal Aaaiet.ant. Secret&r7, 
TreaSUJ7 Dtpe.rtaaot., 
washington, D. c. 
Dear llr. T~Q"lor: 

March 16, 19&7. 

At. the request. of Cba1J1181l Eccles I aa 

sending you herewith a cow ot a resolution adopted 

by the Federal Open Market Co..a1ttee yeat.erd!Q" grant.­

ing cert.ain authority to tb.t executive ~ttoe wit.b. 

respect to on increase or clecrease in tb.t portfolio 

of the Systea open ll&.l'ket account. 1 aa adrlsecl t.b.at 

this cow is sole13 for tb.t c~t1clent1.al in!o..-ation 

ot ,.ourself . ud tb.t Secretary or tb.t TrtaauJ7. 

Seoretar1o 
Federal Open Market Co.aittee. 
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Coqfi<Jtpt,Jtl 

In new of the cirCIIII8~anc .. diacuaaed by tbe 

Coloai~tae and repor1;ed herein, the Coaittee, upon 

110tion clul,y 11ade and seconded, and by UDani.alous vote, 

authorized ~ executive cou.ittee to arrange tor an 

increase or decrease in tile present uoun~ of aecuri~ 

t.iea in ~ qatea open aarke~ account br not 110re 

than t2SO,OOO,OOO in the event or an -rgency requir­

ing such ac~1on before a •aeting or the Federal Open 

Market eo.ait~ee can be held. 
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~e·~· llarch 16, 1137 

'fhe Seere\&17 ata\84 'lrJ pboM U..t u Yhw of <lnelopullh 

h e rnlled hb id .. a of aupport of the bo11d •rlott a11d would 

not att-.pt to uintau the 2 1/ zf, bald& at par or better it tho 

pruouro dnoloped ao 011 the proYi!lllo ~. 

'fho •rlott at t h e opelliac appeared YOL'J h .. ,., with aolUac 

1nqu.1rioo coool.D& into tho Mrlott from a ll ucUono of tho count17 

and ao a reoul t of thb outlook it no decided t o a oYe bib d0tr11 

with the ... rlcet, placiD& bide where there were no bib ln!.t not to 

att-.pt to pee pricoo at &II¥ detiDHo poi11t, hopiac that 111 thio 

Wl)l an ordarl)l •rlcet aipt bo uintolnod, .t.ccor41D&ll'o &rraD& ... 

!~:Onto wore aada wi\h tour daaloro t o aalot pu.rchaoeo, ln!.t undar tho 

OUplrYiOiOD Of the 7edlrol Roo1rw1 Baak, Thouch priCOI diOlinod 

ohorpl7, tracUnc woo orderl7 &114 a aaall Mount of 011to1clo intoroot 

cue into the u r lcet troa tiM t o Uae but aootl;r on a awi tch baob, 

• hich tor the •oat part -• troa l on& hondo iDto t h.e notu end abort 

hondo, Loouo b7 'l'r .. BUrT bollda for tho ~ ran fro. 12 to 28/32D4o; 

Troaour;r not •• wore otea47 at ollp\17 lower pricoa. Board 'rol•• 

••• $7,290,000. After tho clooe of tho .. rlcat oollin& conUn,.4 to 

CCIII in end pr1coo co11t1•ed to ouffer further l ouoa, 

Purcheaoo •ounted to $19, ?liO,OOO &114 1D. accordallco wi th tho 

ocru,..nt bettrllll tho 'fnaBUrT aDd the :r ederal Reoer...e !7•t•, ~. 

or $9,87!1,000 , were talotll 'lrJ the TreeBUrT tor tho account of the 

Pootal !a'r1Jlll S70t-. 
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- ,----

OOifir:t gf.tlj:r~hn:urv <l.m.nd 
~J.Gt. 

Uarch 16, 19.37. 

Tho Honorable , -'., 
'l'be Secretary of tlui· Tr -\_W'Y. 
l(y dear IJr . Secretary: 

Receipt is acknowledged of TOur l etter of 
!.larch ll, 1937; inquifing as to the status of the 
cr1minll.l cases involving E. u. Smith, E. !.1 . Smith 
Compo.ey end Walter 0 . t . Smitb of Los Angeles , Cali­
forn.iD. . 

These cases were postponed to the April 
term pending consideration of an offer of compromise . 

Veey trulJr Tours, I 
~SJ 
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4/7/37 
11!. Chauncey: 

Previous is filed in 
~r . Oliphant ' s Offi ce. 

llr.y I s end t hi s 
officu? 

mas 
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Uarch 16, 1937 

HU,Jr. ~oday asked me to call Wr. Ihlder, of 
the Alley Dwelling AuthOrity for ~he 01s~riot of Columbia, 
and requeet him to send a let~er to Sea Island ~elling 
the Seore~ary two things: (l) what ho ~hinks 16 the mat~er 
with the Wagner bill, and (2) from a eound financial stand­
point, what k1nd of a bill ought we have which would do 
both slum clearance and low-cos~ housing. 
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PeRSONAL 

Paris, March 16, 1937. 

My dear ~tr. Secretary: 

Since returning rrom Washington I have asked 
e friend or mine in the Financial section and 
Economic Intelligence service or the League or 
Nations to provide me with the latest information 
in regard to t he cost or world armament. Today I 
have received from him a volume, which I am 
forwarding to you under separate cover, entitled 
~~~ YEAR-BOOK 1936, which my friend says was 
issued a month ago and contains the latest data 
available . He has promised to provide me with any­
thing further on the sub ject that may appear at 
Ceneva. 

When I was at Basel tor the March meeting, I 
talked with my Belgian end Dutch friends about 
places to spend a holiday in their respective 
countries. Within a rew days I shell forward you 
some date on these two countries . I t is my under­
standing t hat SWitzerland would not be or interest . 

I have the happy reeling that every decision 
that you have made since t he recent French financial 
crisis arose is proving correct. The tripartite 
agreement cortaLnly gave the Bl um Ministry something 
tang i ble upon which to base e reversal or policy. 
The rranc is saved again, at least ror a row months, 

,and France has a chance to catch up with t he progress 

Tho Honorable Henry Morgenthau, Junior, 
Secretary or the Treasury, 

Washington, D. c. 
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in some ot t he other countries, it only the right 
policies may be followed . It is too early yet to 
be overly optimistic. 

The NEW YORK TIMES ot March 9 carried a 
telegraphic report trom Basel covering the B. I.S. 
meeting or the preceding day, wherein I wee glad 
to see that President Trip acted on t he suggestion 
which I had given him when I was in Baael on 
Sunday and bad corrected streit •s ideas about 
dissatisfaction with respect to the handling or 
our side or the Club arrangements. I ~sorry t hat 
Streit was not in Basel while I was t here or I 
might have helped him to an even better understand­
ing or the situation. 

With very kindest r egards, believe me 

Faithfully yours, 

Accompaniment: 

ARMAMENTS YEAR-BOOK, 1936. 
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RB GRAY 

Pari s 

Dated March 16 , 1937 

Rec ' d 2 :34 p . m. 

Secretary of St ate 

"'/ashinston . 

364 , t~arch 16, 5t p . m. (SECTIO:l O!IE) 

PROl! COCHRAN 

J01JR!lAL OF?ICIAL today announced the opening 

this dat e of second i ssue of national def ense loan in same 

terms o.s f irst i ssue . Is sue limited to t hree billion francs . 

!3ool<s will be c losed Harch 25 at l e.t,s t . 

P~ss i nt i mates tha t second trench should be 

quicl<ly subscribed s ince so many o r ders perti~ularly f rom 

the ) rovinces to the first _.. tranche could not be f i l l ed. . . 
Bankers 1nform me however t h at they have not yet passed on 

to their customers as many of the b onds which they orig i nally 

took a s they ~esire . I n addition t o yie l ding their 15 

franc c ommi ssion to our chasen some banks and brokers are 

today (SivinG a .fur ther two fl'anc d1.scount on 1 000 frano 

bonds . Some financial wri te r s share the market view that 

the technique of the t.linistry of Finance has been faulty 

i n ('.ettin& out the second tranche so quickly after the 

first . 
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RB - 2-#364, March 16, 5 p , m. from 
Paris SECTION ONE 

first , The opportunity has been missed of lett1n& the first 

issue be quoted and possibly rise above par before the 

issuance of the second which might have permitted easier 

te rms for borrowing under the second tranche , 

As it is money has been quite tight and continued 

liquida tion of other rentes to yield fUnds for investment 

in the new issue is expected . Today 1 s re~te market showed 

ouota ttons down or unc~~nged . ~ven if ze~ond tranche should 

be quick ly oubscr).bed by banlcs already stocked up wittr the 

first issue traders think it vall take eight or ten days 

t o liquidat e the present cons eetion on the money ma1•Y.et , 

V:T..LSON 

HPD 

I' ' I l 1 

"" ! 

r • ,., 
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PARTIAL PAIUPHRASIC OJ' SICOTIOJ TWO OJ' 10. 3M 
of Karon 16, 1937, from paria 

Exchange aarlte~ bad fair tuzno'l'er. Control a.oquired 

some e~erling principally around 106.39 but Lazard opera~ing 

for Sovie~a O&lle into .arltet offering h.igher price and took 

the pounde offered. 

I am told by a Parie-AIIerioan banker ~bat hie deposita 

have (oaiaaion) aome since the change in the Blua program, 

but that ~be l&rge deposi~s made during this period ba'l'e 

once more been almost completely oheolt out . Such waa the 

case concerning large remittancea from Swiss banlta in par­

t icular. Therefore it is supposed that the repatriation 

of funde so far has been almoat entirely to proouze cash 

to subscribe to t he loan, and t hat as yet t here baa been 

no deTelopment of a general return of capital for other 

domestic ia'l'eatment or for depoe1~ing with French banlta. 

After disouee1ng t he proepeo~a of the second t ranche 

of the loan Lombard Street editor of LONDOB FIJAROI AL 

END SICOTIOI TWO. 

'lfiLSON. 

J:A:Lft 
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RB GRAY 

Paris 

Dated L!arch 16, 1937 

Rec ' d 5:13 p . m. 

Secretary of State 

'.1ashint:;ton. 

364 , !!arch 16, 5 p . m. ( SZCTION THRE3) 

NEVIS today says : 

"notwithstanding the obvious improvement in the 

French situation it is the he i c ht of absurd ity to talk 

about the im,ending stabilization of the franc . "11-lile 

we sho ld like to think that the tide "/&s nott turned 

definitely in fa ·rofo of France it ~till require considerably 

more than a few days to be able to form a reliable opini~n 

a s to w~ether this is so . It remains to be seen how far 
\ 

the s pell of repatriations ryill continue and how far the 
' 

1 armi~tice ' concluded between the government and capitalists 

is the forerunner of an era of ~enu1ne cooperat1on. · The 

OlttPnt to wh ich F'rench pricoa are likely to rise can not 

as yet be foreseen . !.loroovei' it ousht to be borne in mind 

t hat in the autwnn the French Bel3a Rail·.,ay bills e.nd the 

Im•don cred1.t will f~.>ll due for rer oyment . 

It would be a fatal mis take if the French euthoritiea 

were to 
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RB - 2-#364, March 16, 5 p . m, f rom 
Paris SECTIOH THREE 

VJer e to3.a llow themselves to be infl uenced by a few 

fcvorable days in favvr of an attempt at stabilization, 

To rbannon the r1ght to allow the franc to depreciate 

if necesaary to 43 milli_r ams of Bold would be asking 

for trouble . The unpegains of the franc was an im~rtant 

step in prepstration and 1t would be a pity to reverse it 

by restorinG the peg, this t i me reenforced by fixing of 

n le:;n1 parity whether definite or proviSional " , (END 

I!ESSAOE) • 

1'/ILSON 

CSB 

c 
'll 

• I 
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Secretary of State 

'1ash i nt;ton . 

146, ~~arch 16, 6 p . m. 

FOR THE>.SURY ?RO~ BU~Tbff70RTH . 

143 

GRAY 

I.ondon 

Dated March 16, 1937 

Reo ' d 3 : 20 p , m. 

With reference to Phil l ips ' re=rks on r aw material 

prices t;iven in my 137 t.iarch 12, 6 p . m, the followi~G 

statement recently made by Inskip, Min~ster for Coordination 

of Defense , r.a;r be of int erest , "It :r<s C.;!e n sugcested 

that the r\se in p rices is tlre result of S:>dCu lators who 

aro g r espi n,: a t the opportunity rrhich the Go ve r ;unent •s 

roarmanent prr~r~ ~ives them . It is nothino of the sort , 

The copper re~uired by the Government ' s rearmanent p rosrnm 

is only 10 per ~ent of the copper required in this country, 

The fact is tb~t t he re is a ''orld shortage and the good 

old law, if there was a good old law, of supply and demand 

is beinG worked out once mo1oe before our eyes resulti ng in 

n rise of va lue" , 

'rhe vie•.v is wide ly held ~n the cJ.ty t hat the F:•endh 

Oovernr.ten t would have been well at~viscd to bllve 11a1ted 

before 
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RB - 2-{/146, Uarch 16, 6 p . m. from 
London 

bef ore issuing the second tranche since their ultimate a~ 

must be an '.mprovement 1n the French capital market . It 

ia reported t ha t the over- subscriptions to the fir s t tranche 

are being hel d and applied to the second and this is regarded 

in London t'ls "unpleasar.tly near questionable financint;" 

which may have an unfavorable renct1on on the general pos1tion. 

¥~. Ec~ les• statement of yesterday has been re­

produc~G 111 the f1nancinl ptess under such headlines as 

"Unite rl States budget must be balanced to aV<>id inflation" . 

csn 

London ex~hanGe market i nactive . 

(I /1.1 ... . .. 
... . . . 

! • I•'• 

r~· ·..,· ";J • ,. "r 
... 't . l 

... ....... _ . .... _.~ • .:t 
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Uarch 17 , 1937 

Hll ,Jr. told me over the phone this morning that 
ne talked to the President {at Warm Springs) last night , i , . 
and tol d him what was going on. The President d id not · 
s eem particularly worried. 

HU, Jr . also told me that Bullitt got on the 
phone and sai d, "Henry, I must see you before I go back 
to Paris . When do you get back to Washington?'' When 
HLI,Jr . told him that he did not expect to get back until 
the morning or the 29th, Bulli tt eaid, • But I must see 
you beror~ you sail," so HU,Jr suggested that he come to 
Sea leland , but that did not seem to suit Bulli tt so 
HU,Jr . said, •or course, ir you want an excuse to stay 
longer in America, why I ac as good an excuse as any. • 
Bullitt did not like that and eaid, •will you see me t he 
rirst day you get back?" HLI ,Jr. replied, •or course, 
I will. \Vhen do you sai l?" Bull1t t answer ed, • I IIIli 

sailing on the 30th.• 
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Wednesday 
Karch 17, 1937 
1:10 p . m. 

146 

Treas . 
Operator: Ur . 'Lochhead and Ur . Taylor are eoaing 1n here too. 

Are they there? 
H. S. 
Klotz: Yes , they're here. 

T.O.: All right, go ahead. 

SMJr: Hello 

K: Just a second - do you want to t~ to Ur. Taylor? 

HliJr : 

K: 
w. c. 
Taylor: 

HMJr : 

T: 

HtiJr: 

T: 

Hl.IJr: 

T: 

HliJr : 

T: 

!IIIJr : 

T: 

Bl!Jr : 

T: 

HIIJr: 

T: 

Taylor, yes -

All right. 

Hello 

or Lochhead, either oae. 

Bello, Wayne? 

Yes 

Row's it going? 

She' s tumed up . 

Yes 

Quite materially -

Well, give me some figures. 

The last on the - on two and halves 

Yes 

• 

They hit par - t he l ast sale n1Bety-n1ne thirty-one. 

Yes 
Two and three quarters forty- five forty-five 
forty-seven, one-0-two and eight tanths - that's -
there's no sale on that, just twelve fifteenths. 

'fell 
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:ruJr: 

T: 

f!MJr: 

T: 

li!o!J r: 

T: 

ri.\IJr: 

'!' : 

W.!Jr : 

T: 

m.tJr: 

T: 

!UIJr : 

T: 

IBIJr: 

T: 

HllJr: 

T: 

!n!Jr : 

'!' : 

- 2-

Just tell ae, are the two and seven eighths up 
or down? 

two and seven eishths 

Since last nisht? 

They turned from last night out only four th i r ty 
six thirty- seconds, out they've gone up materia117 
from the lows, you see? 

I see . 

All that has happened in the last hour. 

Yes 

Now 

How auch money aid you spend? 

Vlhat? 

Bow much money did you spend? 

Seven f i fty 

How much? 

About seven - seven million, 
milli~i but that ' s total tor 
only f of that. 

Ye,s 

a little over seven 
both of us . I bad 

Now, the dope we get is that some of the New York 
banks and a couple of insurance companies came into 
the market . 

Talk a l i ttl e louder. 

147 

A couple of New York banks - of the bi g banks and 
at l east one insurance company came into the market . 
Possibly some short covering by dealer s . 

Yes well, now, Wayne 

Yes 
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IDJJr: 

T: 

d»Jr: 

T: 

I!JiJr: 

T: 

IDAJr: 

T: 

HlolJr: 

T: 

BMJr: 

T: 

E!llJr : 

T: 

!II.IJr: 

- 3-
148 

You can think thi s over and talk i t over with 
whoever is left up there, Archie and George -
but ~ feeling i s t his. If you - let ' s say 
you spend ten million tod~cy" and halt ot that is 
five for us, which would bring us down to about 
forty- two or forty - three million 

Yes 

Well, the way I feel now, I don't feel I've got 
any rig.ht to go - to spud any more cash -

Check 

from postal savings. 

Yes 

' 

I've got to save somethins . And when I talk to 
you again at four my thought is to put it up to 
the Federal Reserve that if we're going to go fifty­
fifty tomorrow we eitner do it with gold or they 
can go it alone . 

Check 

But I don't feel I have any right t o go right down 
to the bot to11 because they might get tied and then 
we ' d ha ve no money left . 

We ' re t hinking exactly the same and I did a little 
missionary work along t hose lines all morning. I 
told them that we were running out of gas and we've 
had to co we've had to use gold. 

Well, I 'll see what happens again when I call at 
t our. 

Yes 

But if I don ' t feel I have any right to spend 
any more postal savings money; I 've got to keep 
t hat as a nest egg. 

Yes 

And particularly, it I spe.nd postal savings money 
that means t hat ther e ' s that much less in our bank 
balance over the week- end 
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That ' s r ight . 

In case the tax returns do not come in. 

Right 

But. I want as 
I don•t want to tell the~ about the tax returas/yet. 

No. but you can tell them Just what I - I ' ll wait 
until four o'clock -

Yes 
And then 1f this thine keeps up - fifteen or twenty 
aillion dollars • I •a through t oday un1ess I take 
the aoney from gold. 

Yes 
There's 

And then think o~hether we want to take it out 
of the balance.;--a hundred and eighty odd million 
free gold 1n our balances or whether we want 
to take it from the sterilized sold. 

Yes 

See? -

Yes 

See? 

Yes 

Which we want to use? 

But I don't want to make thet decision until four . 

Yes - In other words. after - you're thinking tbat 
after today we ' re tbrougll unless we can use gold? 

That ' s right. 

Yes 
And you can be t!Uking it over rlth the boys in the 
shop and then we can have a little conference men I 
call up about four . 

T: Richt . 
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We can have George - let George talk it over with 
his own boy s . 

150 

They ' ve been doing a little work on t hat this morning. 

Well , are we about together? 

Yes , absolutelY 

All right. 

T: I think it i s - it is extremelY interesting t hat 
there did - some buying did come into the market. 

diiJr : 

T: 

ID.!J r : 

T: 

HUJr : 

T: 

HliJr: 

T: 

I!!.!Jr : 

T: 

rlMJr : 

T: 
Edward 
Bartelt : 

HIIJr : 

B: 

Yes 

This may - it may be the turn and yet i t may not . 
I mean, you cover in and t hen it it still looks weak 

why you ' d go ahead and do it again. 

Vlell , how ar e commodities today? 

Commodities still up but cotton i s off a little bit. 

And how are stocks? 

St ocks - industrials are up; - rails up -

And how about commercial bonds? 

Commercial bonds up an eight h . 

Yes - a11 right, \'layne. Well, t hen, I ' ll call again. -
I s foreign exchange all right? 

Foreigh exchaBge is all right. Now, we've got some 
figures on - Eddy Bartelt i s here and he 

1 s got 
some l at e figur es if you want t hem. 

I certainly do. 

Right 

llr. Secretary 

Yes 
I gave you t hiS morning a huadred and t wenty-five 
million as the estimated amount tor the siXteenth 
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That went up f ive mill i on. 
for today or a hundred and 
as though t hat i SD1 t coing 
sevent y . 

Yes 

151 

Now we have an estimate 
forty milli on and it looks 
to be more than about 

Now,we have a balance - we had a balance l ast 

night, of a hundred and forty- three mil lion; and 

with the taxes that ' l l raise it to two thirteen and 

we'll have expenditures or about a hundred and thirty­

seven which will bring down our balance tonight to 

about seventy-five milli on dollars. 

Yes, but there ' s other balances. 

8: I beg pardon? - Those are the reserve bank balances. 

II!.!Jr : 

B: 

liMJr: 

B: 

RJ.!.Tr: 

B: 

!!UJr : 

B: 

H!.!Jr : 

B: 

HllJr: 

B: 

V.bat? 

Those are t he reserve bank balances . 

Yes, but what about t he others? 

Well , we have t hose . But ordinarily we don 1 t make 

a call for paYlJient until Monday . But we can clear 
through New York tonight ; that ' s what we intended 

t o do. 

Yes, but now, look, the total balances yesterday 

were about seven hundred million dollars, weren't 

they? 

That ' s right, including the balances in depositaries . 

Well now, what are t hey now? 

They're the seme in the depositar ies but are - it 

was six twenty- seven - it' s four eighty-four 1n 

depositari es and we' ll have about seventy-six million 

1n the Reserve ba.nks . 

Well, give me the net figUre, Bartelt . 

I t ' ll be rive huadred and fifty million. 

Net? 

Five fifty, yes. 
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What are the net figures? 

Five hundred and fifty Il11llion -

Well , wby isn' t that all right? 

That's perfectly all right , except that we'll have 
our calls payable on Monday or on Thursday . And we 
didn ' t have a call last Monday for paYII!ent today, 
because the - it looked a s though we were going to 
have a balance of some three hundred and ninety-three 
ll.illion. 

Vlell , you figUred wrong. 

Xes , our taxes have fallen ott . 

Well, what are you going to do about it? 
could 

Well , we're going toLclear through New York tonignt. 
And then I suppose I7 see Ur . Tay lor tomorrow as to 
what we should do tomorrow. 

Vlell , what does that mean? 

VIe 111 be all right today . 

Well , what about tomorro"? 

It may be that we ' ll need some of the gold. 

Yes 
Because that ' s our onlY source as I see it . 

Well , do your hoaework and I 111 talk to you again at 
four o'cl ock. 

All right , sir. 

Now, hello? 

Hello -
Figure it so that - the way it looks as though it 
were the worst, see? 

Yes 
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K: 
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K: 

HMJr : 

K: 

WI.Jr : 
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Because somebody has certainly done soae bua 
figuring . 

Yes 

All right . Now, does anybody else want to say 
anything? 

No -

No - all right, sir. 

Bello -

Hello -

Yes, sir - nobody else has anythiag to say. 

All right . Well , Mrs . Morgenthau- when I aa 
through sbe111 talk. 

Yes, I 111 have to go back into -r room. 

Bello, Mrs. Klotz 

Bello -

Just a moment 

I'll bave to go back into my room. 

All right, I'll wait. 

Yes 
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Secretary o f state 

'lashin.;ton. 

"69 , !larch 17, 4 p , m. 

FP.O !£ :JO CHRAN • 

( ' 

GRAY 

Paris 

Dated March 17 , 1937 

Rec 1d 2:25 p . m. 

• :nistor of Finance l ast n1c;ht announced that three 
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billion franc limit he.d bee n prssed :md the JOUTlNAL 

OFFIC:' Jili this morninG carried decision closiOE on evening 

of !~arch l C sub scriptions to second usue of na tional 

t:efense lo:-.t~ . l'o a nnouncement made ~s to i ssui.r\i, of a 

third tranche o: 2 ,500, 000, 000 franc~ to utilize balance 

of authorization but ~nrket thinks this may be delayed 

until swnmcr. 
So1•i ous politica l riot in ::lichy last night has badly 

hurt the i=ediate outlook . The new bonds 11era offered 

today a t d iscount of 21 franc s per t housand \1ith no t akers . 

Other rentes are down 90 centimes to 1 . 60 fremus . Exchange 

marke t was very nervous \1ith dollc r and sterling in demand 

most of the day and '11th both s ;>ot and 1'ortfard f r e.nos quoted 

lower. Bel~a at export ~old point . 

A~ENCE ~CONOUIQUE today refers to London press sussesti op 

that 
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-2-;'/369 1 !larch 17, 4 p . m. from 
Paris 
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that Chairman Eccles statement in favor of continuation of 

easy money and in regard to price rise in basic commodities 

indicate that an informal Anzlo-American understandinG on 

price levels , possibly including France, may be considered 

t o be a corollar-1 of the tripart1.te exchange a[;l'Sement. 

~IILSON 

HPD 
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COPY 

TREASURY DEPARTUENT 

Inter Of fice Communicat ion 

TO Urs . Klotz 

From Ur . Tayl or 

March 17, 1937 

After t he meeting i n the Secretary ' s office 

this afternoon, at which we t alked to him on the 

telephone, I called Vice Chairman Ransom of the 

Federal Reserve Board and Vice President Burgess 
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of the New York Federal Reserve Bank nnd told them 

that the Treasury was willing to continue the joint 

a ccount operations for an additional 14 million, 

which represented the t otal available for investment 

in our various trust runds, and th~t after t hi s 

amount was exhausted we would rediscuss the entire 

quest ion of gol d , etc . 

(Initi aled) w. c. T. 
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..... M.t.7. ~~aro~o 11, 1m 

»u. \o tur\bar 4eol1aa la pricao attar \be clooa oa !Ueoda7, 11\\la 

~DC •• 4oaa a\ \ba opaaiac of tlla Mrlal\ •• a price 1a ... 1 •• 

alaoot iapoooi~a \o 4atana1Da. The .... po11C7 ao 7&1\&rda7, \be\ 

h , purcbel1ac oa a 4o,_aoala w1 \b \loa i4aa of laoapiac \be ... rat 

orderlJ , •• tollowecl. - b\lfill& no contlauecl \broach toa.r daelero, 

Pricoo 4roppacl rapi417 trcro 10:30 \o about 11:30, attar op&DiiiC 

2 \o 10/'32&4& lower, 'llii\U 101111 of 1/2 poill\ \o ollcb\1y aora 

thaD 1 point war• ao\ablloha4. SalllDC •• paeral, po11ibl7 

ucaeci111C \be up.Uud.a of \ba prortouo daf, Al'<>'ciA4 1114daf QGO ­

tlono rallla4 conoldarablJ u4 price a4...,.oao ••r• abou\ ao 

opac\acular ao the 41c1111a, ooaatt.ao a4...,.ci~l 1/8th of a point 

or • oH batnaa oalao. In \ha •rly afternoon the aarlalt raluecl. 

~a loll\ aloolll& pricao wore &UirellJ 8 \ o 12/'32a4o abo.,. the 

,1owo of \be daf, P,..ra117 1/2 point \o a~u\ 3/4 of a pol~\ off 
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frcro 711\erdaf, apar\ fr. \be ohor\aot loouaa • h1eh were rala\1't'al7 

otaa4J u4 racor4a4 olll7 -.11 loooao. fhl nota urlal\ ..... o\aa4f 

' 
u4 \be l.ata .. a41a\a u4 loa& M\ur1Ueo c:looa4 1 \o 4/32&4o 11PI 

\be ohor\ •tvtUaa nra 'IUIChaJ1Ca4. CouU.arallla owi\cbiiiC lato 

\be aotaa aa4 ahor\ boDU tr. tha loDC bo114o "" aptA r.por\&4, 

Ccabiua4 po.rcbaau -\&4 to $18,362,000 aiocalluaoua 'rrll!l'lll'7 

boob, la ac:oor4aaoa w1 \h cor acr-nt w1 \b \be r a4aral illlr'fl 

Jaaq ~ ot \hh _, • or $1,121 ,000 - '0'11 tor \be accou\ ot 

\be 7oa\el s.naca SJ•W.. Joar4 ...,1•• to\ela4 $t,la:>,OOO. 
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Wed.aesda)' 
llarda 17, 1937 
5:00 p. m. 

1S8 

Archie 
Lochhead: Bello 
Tress . 
Operator: llr . !.ochhead? 

L: Y. es 

T . 0 .: 

L: 

Hl!Jr: 

L: 

fW.Jr : 

L: 

HllJr : 

L: 

IDIJr : 

L: 
Roswell 
llagill: 

!II.!Jr: 

!.1 : \ 

1!1.\Jr : 

M: 

1:\l.IJ r : 

11: 

l:\liJr : 

:.& : 

l:\liJr: 

The Secretary -

Hello 

Bello, Archie 

Yes, sir 

go ahead . 

Save you got all the machinery working? 

All the machinery is working and everybody is here. 

Good -
Now, do you wish to speak to Ur. Taylor first? 

Mr. Magill first . 

Mr . Magill first - just a second . 

Bello 

Bello, 

Yes 

Am I on the air? 

You're on the a i r . 

I can' t even belch, huh? 

No, be very careful. (Laughs) 

All right. 
Well , I talked t o the young man and be hasn ' t talked 
to the President since l ast Thursday. 

Last Thursday? 
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!J: 

IUIJr : 

M: 

BMJr: 

IIJIJr: 

!1: 

BllJr: 

!A : 

RMJr : 

U: 

H11Jr: 

II: 

IUIJr: 

~I : 

Hl~Jr : 

U: 

HMJr: 

lSS 
- 2-

Yes , that ' s before the President lett. 

Yes 

So that 1 s t hat. 

Well , what did 

And I asked him how this statement happened to 
come out this morning, I'd asked him t hat b efore. 
And he s aidt Well, they bad just reached an agree­
ment last nlgbt . 

Ob 

But that doesn't sound so good to me. 

Well, whf should they reach an agr eement without 
consulting us first. 

Well , that ' s t he point that be never can make clear . 
I've - went all over that with him at some length. 

Yes 
Re - it just didn ' t occur to him that be should 
talk to· the Treasury . 

Yes 
I gave him - I gave him our stateme:nt and I told 
him I - it seemed t o ae that it was about as mild 
as we could aake; that if we didn't make such a 
statement as that we were goinC to be taken as 
approving it and bow could we approve it in view of 
the conference that we had yesterday . 

Yes 
So that's about the way it is . 

Well , as far as I am concerned, I am tickled to 
deat h you did it. 
Well , I think we're all right . Herman suggested 
that it aight be a good idea to talk to Vinson . 
Do :you see any harm in that? 

To Vinsoa? 
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J,l : 

HUJr : 

!A : 

HJ,!Jr: 

JA : 

H!!Jr: 

!i: 

IIUJr: 

IJ: 

I:!MJr : 

!i'..!Jr: 

ll : 

HIJJr: 

M: 

HJ.!J r : 

M: 

llllJr : 

lot : 

lSO 
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Yes 

Oh, I don ' t think I'd - no, I d on't agree with him . 
I wouldn't go beyond Doughten. 

You wouldn ' t? 

No 

Yes 

No 

Conceivabli they may ask Vinson to introduce tbe 
bill. I don ' t know whether they will or not. 

No, I - I think that Doughten might say , "Well, 
why isn 1 t Magill satisfied to talk to me." 

Yes - he - I wouldn ' t want t o do i t , I 

What wa s your hunch? 

Well , my hunch was not to do it , except possibly -
I wouldn' t do it i n any other way than possibly 
thisi I ' d - it ' s conceivable - I think i t might 
be 11.11 right to call up Doughten in the mor ning 
aft er we s ee what the newspapers say, and simply 
say that there has been a report that Vinson will 
introduce the bill and how would it be for me to 
see him and Vinson t ogether . 

Oh 

But, I don't know, I ' • perfectly willing to leave 
i t , as far as I am concerned. 

No, all - what I would -
di fferent . 

Yes 

I •d suggest somethtng 

I would call up Parker in the morning . 

I've already done that. (Laughs) 

And tell Parker to be sure and keep in touch and 
let you know what 1 s going on. 

I've already done I did that this afternoon 
befort I ta.lked to you. 
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l!l.\Jr : 

II : 

llloiJr: 

lA: 

l:II.IJr: 

!o! : 

l:II.IJr: 

It: 

H!IJr : 

~\ : 

llloiJr: 

M: 
v:. c. 
Taylor: 

B!JJr: 

T: 

I!I.!Jr: 

T: 

BliJr: 

T: 

Hl.lJr : 

T: 

-4-

Well, that's all. 

So I think that we ' ve got it covered ~hat way. 

No, I ' d sit tight . We ' ve taken a l i ttle risk 
and I wouldn ' t - I wouldn ' t put my neck out 
any further . 

Yes , yes 

See? 

Yes 

I mean, Doughton was triendl7, approved it as 
chairman; you' ve contacted Par ker; I ' <i sit tight 
and see what happens . 

All right, that ' s what we'll do . 

Yes 

Now, who do you want? 

T81lor, please -

All right . 

Bello 

Bello 

Ah-
Well , what have the master minds decided? 

Well , the master minds have decided first that at 
this particular point why the twenty- four hour 
thing - not so good. 

Yes 
That you sh ouldn' t do t hat until after you have 
talked t o the President . 

1~1 

No, I don ' t I don ' t want to talk t o the 
Pr esi dent unt i l t oaorrow on account of not knowing 
what the tax r eturns are. 

Well , I t hink that ' s part of it , but as of today 
we can tell the Federal that we've got fourteea 

alllion l ef t,. t o iJI.vest. 
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What? 

That we've got f ourteen mill i on left 

Yes 

That goes down to t wenty-five. 

Yes 

And after that , unless we wish t o feel t hat the 
sit uation demands an alteration in the general 
monet ary picture, we're through. 

Well, I - now, wait a minute, you' r e getting -
you ' re a l i ttle bit vague f or me. Let's say this 
i s - tomorrow night is Thursday, isn't it? 

Yes 

What? 

Yes 
All right, now Thursday night they ' d send out 
fifteen mi.llion, then what? 

We ' re through. 

You 1 re through? 

Yes - unless you want to go t he whole hog. 

Don't you want t o give the• the al ternative? 

What? 
Don' t you want t o give them the alternative? 

No -

'May? 

Because it would probablY be on the wrong basis. 

Which is the wrong basis? 

w~ the wrong basis would be that we're feeding 
gold' ill b ecause our balances are running down and 
that we ' re 1111ch 1110re inflationary, et cetera, you see? 
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Now, if you do it on the basis or monetary policy 

that you do not agree 

1S3 

aJ.!Jr : Yes 

1': 

HI.IJr: 

T: 

HliJr: 

T: 

HLIJr: 

T: 

l:!MJr: 

T: 

fll.tJ r : 

T: 

t!l.!Jr: 

T: 

l:!l.!Jr: 

T: 

- that it's necessary to ease the situation, it 

has to be done !or that reason and not because 

the Trea sury ' s short of cash. 

Say that again. 

We can t ake the position that we t hink the money 

picture should be eased 

Yes 

And that we will feed gold into into the system. 

But !or the rea son that it should be eased and not 

because the Treasury's short of cash . 

I see. You mean you ' d go the whole hog? 

Yes - If you don ' t if you don ' t do that it 

puts it on the wrong basis . 

Well, I think - I think that certainly we ought 

to give them twenty-four hours, but I wouldn 't 

want to give them a t wenty-four hour notice tomorrow. 

No 

No, I think you ought t o tell them tonight. 

Well, I think we ought to tell them t onight that 

we ' re all through after the fourteen mill i on,you see? 
• 

No, and then 
do. 

Right -

and then we don ' t lmow what we 111 

No, I • d give them a t wenty-!our hour notice tonight 

on the monetary too, but not ktftttag anything beyond 

a - "We ' re serving notice, we don't lmow" . 

What harm can there come fr om that? Listen, sup­

posing the bonds - those two and a halves drop 

another point tomorrow, I don ' t want to wait until 

Monday to act. 

Well , you•re t hinking in terms of seeing the Presi­

dent tomorrow, or after - the day after that? 
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T: 
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Well , I've sent for my plane 

Yes 

I may - I haven 1 t made up ~ mind - I may talk to 
him tonight , I don ' t know. I haven't got much to 
tell him, see? 

T: Yes 

H!.!Jr : See? 

1S4 

T: I think another day 1 s - another day 1 s figuring would -

l!loiJr : 

T: 

I!!.!Jr: 

T: 

RMJr: 

T: 

!IUJr: 

T: 

RMJ'r : 

T: 

RIIJr: 

T: 

Hl!Jr: 

•-ould help. 

I I may wait. 

Yes 
But in any case I wouldn't see him until tomorrow 
after noon. 

Right 
Let "s say I'd see him tomorrow afternoon. Then 
I ' ve got to give twenty-four hours notice, then I 
can't act until Saturday. 

I don't get t he twenty - we don ' t get the twenty­
four hours notice business . 

The t~enty-four hour notice is this, you reminded 
me that we agTeed with thea that we'd go along 

Yes 
- without sterilizing gold at th i s time. 

Right . 
I want to teri them tonight that beginning tomorrow 
night, twenty-four hours trom now, I may wish to 
discuss that with them. 

I don't think you have to gi ve them twenty-four 
hours notice on that. 

Oh, well, if you don ' t think I have to -

"' ,. 
"' ·~ 
'it 
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No, no 

Al.l right 

Yes - that ' s ~hat we were talking about . 

No, I thought you f.el t that it was a gentlemen's 
agr eement I 1 d h ave to keep - that I couldn' t 
s ay tonight I wanted - well, let ' s say tomorrow 
night, tell them t hat beginning Friday morning 
I 'm going to begin to use ~ gold . 

los 

You' ve got to t alk to them about that, but I don ' t -
I think saying t wenty-four hours, wb1 - is un­
n eces sary. You can t alk t o them anytime. 

All right . Do t he other s agr ee with you? 

Yes 

All right. Vl ell, then, now l et ' s understand each 
other. You're going t o call them now and say when­
ever the fifteen milli on i s spent we're through? 

Yes 

And you also t hat I f eel free, at any time I 
can call up these f ellows when t he fifteen mill i on 
dollars is gone and say , •Now, l i sten, f ellows , I 
don't like the way you' re handling t his t hing , I 
don't like - you •ve r aised excess r eserves too 
quickly, and I am going t o s t ep in and let gold -
a hundred, two or three hundred mill ion in gold 
flow back illto the systen.• 

Check 

What? 

Check 

But I don't you want to tel l me now t hat I ' ve got 
to put on ~ white spats and get DIY cane out and 
~ yellow gloves . 

All right. You haven't even got them with you, 
have you? 

No, and I don' t own any . 
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Yes 

Yes -

Ah -

O.K. 

No, I haven't 
dent and tell hilll 
them this notice. 
you going to do?" 

Yes 

all - I can call up the Presi­
I •m worried and that I 've given 
Then he ' d say, "Well , what are 

And, I think that - I t hink I'm thinking clearly, 
that there are t wo worries : one is the bond market 
and one is the taxes . 

Yes 

They don't necessar ily go together . 

That 1 s right. 

See? 
follow. 

Right 

the two things don ' t necessarily 

Although he could make one statement which would 
take care or both situations . 

llo the bond market i s the only thing that you 
can make a statement about. 

Yes, I can' t make it as yet. 

Well, whoever it is that makes it . 

Yes hello? 

What? 
He can make - he ' s just got to make about a ten 
word state11ent. 

Well, and how long , as I say, but it' s -

J1 if tbe t axes don 't come up to expectatioas I 
~il ask ror additional taxes in order to balance 
the budget, period. 
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T: 

T: 

i!!.:Jr: 

T: 

HUJr: 
.... 

;,wr: 

T: 

Hl.!Jr: 

T: 

HL!Jr: 

T: 

hnl'r: 
,., 

HUJr: 

T: 

Hl!Jr: 

T: 

!!liJ'r: 

T: 

- lo-

Yea. 

Tnat.'a all. 

Tbat.'a an onion. 

That. takes care of the bond market. too. 

It. might ; t.here •a some doubt about t hat.. 

Well, it 'd go a l ong ws:y. 

It the money 
tight. you 've 
alter that . 
take care of 

poli cy, the credit poli cy, i s too 
got to do something else to - t o 
Tbat. - the first one would no t 
the bond market. 

No, well, do you think that. 1t'a too tight? 

I don 't. know yet. . 

No, neither do I. But what. I t old them about 
monkeying wi th a carbureter I think is right. 

Right. . 

I don ' t know whether it ' s too rich or too weak . 

All right. I'm a little encouraged by t he bounce; 
i t's the first one that we ' ve had. 

'llhat ' 8 that? 
I'm a little encouraged by the bounce that we got 
t.ods:y; probablY because it. was the firs t one we ' ve 

had. 

Yes. 
But t here was a pretty bounce, reallY· 

Yea . 
And the reel i ng af t er t he olooe apparently was 
even better. 

Yes. 
In markets out towards t he Ooast. and so on, which 
keep open, you know? 
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?ll!Jr: 

T: 

HUJr: 

T: 

HUJr: 

T: 

:mrr: 

T: 

Hl!Jr: 

T: 

HJ.tJr: 

T: 

~'lJJr : 
Larry 
Seltzer: 

HUJr: 

S: 

?.l!Jr: 

S: 

HJ.tJr : 

S: 

~Wr: 

S · 

-u -
Yes. 

- all sLgns showed better than the close. 

Good - yes, well t hat could get better and t hat 
still wouldn't take cars or our tax situation. 

No , it wouldn't take care or it at all . 

No- well , I t hink there's all the more reason 
to wait t hen until - until tomorrow noon . 

Until t omorrow noon? 

Well, I mean, before I s ee the Presi dent or call 
h1m up. 

I don ' t think you ' ve got anything to talk t o him 
about until you've seen another day here. 

No. 

From both standpo i nts. 

All right. AnYbody else want to say anything to me7 

J ust a minute . Larry Seltzer wants to talk t o you. 

All right. Hello? 

I think that even i! t he Government bond mar ket 
comes back pretty nicelY -

Yes , Seltzer -

-'that doesn ' t take care or the corporate markets -

Yes . 
- wn1ch are very stickY. And I think 1t's very i m­
portant rrom the standpo int or general recovery -

Yes . 

- t o ease that market . 

Yes . 
I t hink that's much more i mportant than these s pecula­
tive rises 1D war co~odities . 
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m.tJr : 

5: 

E!IAJr: 

S: 

l!l.!Jr: 

S: 

BMJr : 

s: 
llllJr: 

S: 

HI.IJr : 

S: 

l:!MJr: 

S: 

HllJr: 

5: 

BliJr: 

S: 

BlUr: 

S: 

RliJr: 

8 : 

BIIJr: 

- 12-

Yes 

So I 1d like to see gold puaped out anyhow. 

Gold what? 

I 1d like to see you using your inactive gold, -

Yes 

- anyhow - to add it to your balance 

Yes - You'd like •e to use the ina~tive gold? 

Beg pa rdon? 

You prefer me t o use the inactive? 

Yes 

Yes 

169 

I think it would have a very favorable effect, that 
is, Eccles ' state•ent, well, it fell like a dud 
or even worse . 

It fell like what? 

It fell like a dud • 

Yes 

It was a dud • 
action. 

What the market wants is a l~ttle 

We•ve just had the wrong effect . 

Yes , very definitely. 

Yes 

I think if the market saw that the Administration was 
determined to have low l ong term interest rates it 
would be very beneficial. 

Yes 

Very beneficial, I aean, on the corporate band market , -

I know. 
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5: 

tn!Jr : 

5: 

HMJr: 

I!!.!Jr : 

S: 
Har ry 
f:)tite: 

IUIJr: 

l'l • " . 
RIIJr: 

1' • ' . 

RliJr : 

\." : 

HliJr: 

W: 

Rl.IJr : 

\'l : 

HMJr : 

'N : 
w. c. 
Taylor: 

H:IJr : 

-13- 170 

- which 11eans new :f'illancing . And you need it . 

Yes 

Yes 

Well , I - I don ' t think any of us are very :f'ar 
apart , except by distance . 

l'ie 1 ve got a vote from Harry White who says he 
di sagrees with what Larry Selzter said. (Laughs) 

Well, put h im on . 

Yes (Laughs) 

That ' s all, Ur . Secretary, I Just wanted t o indicate 
that I t hink I 1m t he only one that disagrees, so 
it's pr obably not important . 

Well , what ' s your angl e? 

I don ' t think that any action of' introducing any 
more gol d at this time is called for . 

I didn ' t get that . 

I don ' t think that any more gold in the reserves 
is called for at t his time. I don ' t think the 
situation is sufficiently critical. 

You don 't? 

No but I'm 1n the minority of one here. 

Well ,: that 1 s unusual . 

(Laughs) 

\'/ell 

Just a moment, Kr . Taylor wants t o speak to you . 

I t hink that I ' ve got - I can afford to wai t . 

Just one moment , s ir. 

I'd like to disagree with Larry trom another stand­
point. 

Yes 
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T: That is, that I don ' t think the introduction of gold 
would help the corporate bond market. It just stays 
fUrther away. 

H.W.Jr: Well , would it help ~ Kointoah applea? 

T: It might help some . 

R.ll.Jr: I see . 

T: Yes . 

H.U.Jr: Well , that ' s very important . 

T: Yes . 

H. J.l .Jr: And I just want to tell 
invitations to go on a 
ear . 

T: You state it plainly. 

Roswell MeGill he won ' t get any 
trip in Mr. Perry' s private 

H.W.Jr: Yes, but tell him to look up the clippings last year and 
see who did go on that ear with him. 

T: (Laughing) 

H.W.Jr: I'm serious . 

T: All right . 

H.W.Jr: Bello . 

T: All right. 

R.M.Jr: Let him look up and see who did go on that ear with hia. 
About -- well, within the last twelve months it was all 
in the papers . Let the librarian go through it and get 
the clipping out for him. I think it will be a little 
enlightening to him. 

T: O.K. 

R.N.Jr: I know who some of the people were, but I can' t remember 
all, but I remember one gentleman particularly . 

T: Be' s going to have it looked up. 

H.M.Jr: All right. Well, soae want a little gold, some don't . 
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T: 

H.U.Jr: 

T: 

H.U. Jr: 

T: 

H.U.Jr: 

T: 

H.U. Jr: 

T: 

H.Lt .Jr: 

T: 

-15-

I' ve been terriblY disappointed. No one suggested 
tha t I use silver. Hello? 

I see. Archie definitely told Dan abcut a month ago 
to do that , but Dan wouldn't do it. The ninety-five 
million -

Archie said to use more silver oertificates. 

Yes . 

I know. vrell, I guess silver Just has no past any 
more. 

Yes . 

All right. 

Tal.lt to you in the morn1ng? 

Yes. And I 'm go1ng to sleep all right, - I'm all 
right. 

Right. O.K. 

Good nlght . 

Good night. 
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March 17, 1937 

( Dic tt~ted over the telephone from Seu I sh.nd to Llrs . Klotz 
.. t h~r home, a t 7:30 p.m. ) 

173-

Magill c a lled me ~t 8:15 ~nd s~id th&t Mcintyre 
h!.d ca lled him on this Railro&d hetirement statement, 
sqying that he had to cht.nge 1t or withdr&v; it; t hat 1t 
woulc seem bs though they were h.bving u fight in the of­
ficl&l family and tn~t Magill sho~d t ell me (HY,Jr) about 
it. I told Llbgill tha t I would t ake CGre of it right away. 

I a sked Ma gill to d i cta te t he s t b tement to me over 
t ne telephone . 

I then c ulled W:.rm ::lprings und ~:.sked for the .t'res-
ld e u t . Mcintyr e got on the wire ;;nd s u i d , ••Yo u are not 
goiug to bother the President with t hl.lt , a re you?" <>o I 
st.ld , Thut is only i ncideutW. . Mcintyre then s~:~ld , ""ll 
right , I will let yoJ tt.lk to the Presid ent . " 

I told the President everytni ng t!la t happened 
t oduy ou t&.Xes, bonds and everything; t hat we told the 
Feder a l Reserve we otlly ~d $14,000,000 left; that ufter 
t~t they would have to go lt ulone . Then I s b id to the 
President, "nbout this ~ilro&d Reti rement thing -- he 
started to get angry with me und I s a id, ·~uit a minute, 
before you s t..y &nything let me read the stb te:nent to you, " 
which I did, and t hen be sui d , ''Q.tl l Th<ot i s entirely dif-
f eren t t!u.n what Mcintyre told me. That is "11 right. " 
und I replied , "That is whD.t the people on the Hi ll said, 
'2!!1 ' , s~<id the President, "you checked with them7" and 
I s t.. id, "Yes , " and the President said, "Oh, that i s &11 
right. That is very mild . Thut is t.ll right . " 

The President then said , "Cul l Eccles bnd tell 
him whut you a re doing, " and I told the President thlit 
I didn 't want to call Eccles, so he stsid , "Well , Call 
h&nsom and tell him what you are doing . " lly r eply was , 
"That is a swell idea . " 

I told the Pr esident thut I would call him 
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tomorrow when I knew more ubout the t ax return. 

I then culled Yugill und Yugill suid thbt he 
would sleep for the first time iu two nights he was so 
relieved. 

I then c~lled hansom &nd told him about our plan. 
I Sbld , "I want you to let me know tomorrow whether you 
ur e going to support the bond murket because if you do 
not, we will by spending gold. • 

. ' 
11~ 
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llt.roh 17, 1es7 

KEIIllWfDUII P'CJI 'l'HB P'IL!S I 

carriere Taxing Aot 

I el<plai ned to Congreaam~.n Dousldl011 that our oaloulatione indioa­

ted that tM propoaed Carriere 'l'axJ.n& Aot -.,uld tall ehort by aeveral 

!lllndreda ot .S.llione ot dollar• ot ...tin& requlr-nto ot the pr opoaed 

Railroad Retil'eDnt .t.o~. .Mr. Doughton said tht.t ho hlt nry atrongly 

that the pr opo .. d tame abould be auttioieDt to oarry t:M retil'-nt 

alloa noee and that before - modi ty the exieting tax law w ehould be 

n ry oure that 'the new ratea 100uld be euttioient to oare tor the a llo ..... 

anaao . Be .aid he t housht t he •jori ty ot the • •berahlp ot the Co• 

llittee 100uld t eel the aame -.y md that aa eoon a a tM Bill oame before 

thea ho 100uld gi're • a ohanoe to tallc to a group ot the Co:ai ttee 

members. 

I asked llr. Daughton whether he thought i t .,uld be adrlaable tor 

tho Treaal&')' to gi•u out a otatement indioatJ.n& that their prel illinary 

oaloulationa ahow that the tax .,uld be i-.deqaate to pay t rr t he a llo• 

anoea. He ad d he tllougbt w ahould do so by all aeana , linoe it .,uld 

otrengthen hla hand and our band in dealing with the Bille l ater on . 

Senator Barr1oon 1o out of the oity C¥1 oonaequently 1 could not 

aoe him. 1 gan Jlr'. L. H. hrlcer eubatantially the .... intoration 

whioh 1 gan llr. Dour;bton. 

1 &lao oalled llr • .Ut.ey.r. .Utlleyer telt tMt it -.ld be hlghly 

des irable far .. to giTe out a otateMte to the etfeot that our oomp..ta­

tiona ohow that the propooed ratea ot tax wre not auttiolent to ... t the 

neodo ot the reti r -nt leg1olat1on. Jilt said turther 1hat llr. L&tiiBir 

bad called hia thle ..,mint; to • Y that h1a underotanding with the r aU­

roado and brotherhoods •• that no details of tho agra.,..Dt betwan the 

carriara and the '.lrothlrhoodo 100Uld be giTen publicity at thil tt.... 

Furthermore , that Ute Pr .. i diDt had aoli'»d that the Billa be oot lntro­

duoed until attar hio return. LatiiBir turthar •id tbat t:Mra wra a 

ntllbar ot det&Ued obj8ot11ma; to the Billa, and tb&t it .,uld DOt be 

pooo i bla to get t h• 1n abape t ar introdua>tion until alter the Pr .. id&Dt'l 

retUJ"D • 

.A.l t...,.r turther reported tht.t L&t1•r atated that the brotherboo4a 

wra entirely agre•ble to a ooDtinaatian ot the preoent 7 paroat rate • 

.t.lt•yar t h e alked x.atiMr * Y he iU.d not l.naiat upGD 1ha r atmUon ot 

tba pr .. ent tax law. L&ti•r 1&14 that o. ooupla ot "'ilroo.de 414 not 

&grM to it and U.at tbue •re llorgan roada. A.ltlaWJer o.ooordlngl :y .. ~ 

,...... ,.that lt - 14 be • 11 tor the Preaidant to talk to Oeol'le Bt..rrlaGD 
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l!emorud.- fbr 1:t. til•• - 1/ J.T/11 - 1 
Carriero T&XiJic .let- oo:a1:1alled 

ot the bl"'1:berhoo4o botoro 1:bo Bille aro 1a1:roduoo4 '-> 1:17 '-> p1: 

thAI brotberhoo4o 111lo4 up ia taftl' ot tt. ro1:e1:ioa ot tho prooont 

tax. Hot~ 11: aSclrt aloo bo 4oo1rablo t• tt. Prooid_. to 

taU: ioo ... Swt!Jrl,.., o!.a>o be b&4 11oft belptW. 1:D ott.r •&~ 

tioao betw- 1:ba ¥orpol ia\orooto u4 labor. J.liao7• t1:D&ll7 oa14 

that ho tbo~t that I.atiaar 11114 bull&l..S tile •sotia1:1oao b&4lJJ 

tlw.t Lat1aar oboul4 -r b&n-r•' l1:o tho oOJUil,..iaa ot tbo 

aosotiatioM llll1:11 the Troa•lrJ lll4 lll4 aa opportaaitrto obooll: tM 

oaloula1:1ou. rur1:hoi'IIOro , .LU:•7• 414 aot 1D1•ot&a4 •r Latt.r 

ner acroo4 to a repeal ot tile p::o ... t Tax Aot &ll4 to tho Gcwol'llMnt' • 

1:&11:1B& aur tbo liabUit,. U:D4er tbo prooont poaoiOD pl&lla. 
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IIEHORANDUU FOR TilE FILBS !lARCH 11, 193'1 

CARRIERS TAXI IIG A.CT 

Ill'. Lat1•r oalled up tcxl&y at to OO P,ll, llllcl 1t.ld that he 
had heard t'roa the n.,..paper ..., t hat we d11t.pprond of tha asr­

mct ~n the Carriere and the l't.ilroad ..., tor reti ,...nt 

all0'A11c... I told hill that we did not H~t.ppron ot the •V""""'t 

but approTed ot it, bolt th&t •• he •• a<are, o1r calculatlou 1Dd1-

oo.ted that lt&e returna wero too l ow to p~ the avet.d alloanoea. 

!Ia 1t.id that he thousht we oupt to &ln further atud)" to the •tter 

before glrlnr; out a atate-t, Uld that he t1t.red the publiot.tion ot 

a atatcn...t ""&ht atop the ar;reament Uld o~l 11ew ~»sctiatlone . 

I ukecl hi.a ...,tiler the deteila ot the •r;r•e•nt h&d enr been 

glTen to the Preeide11t Uld he uid they had. He asked , however, t:Mt 

.,. aubml.t our oalou1atio11e to the Preeident • 

• • • • • • • • 
CARRIERS ruoo .a.r:r 

I gave the Secretary the a ubetano• ot llr. Lati ,....'a oonnraatioll 

onr tbe telephone about 4•20 P.ll. He uked ..., 11bether I had talked 

to St.Dt.tor Harriaan, CoJ~S,-.••_, Ooushton and llr. A.lt.oeyer and I aaid 

1 ht.d apokan with all ot th- axoapt s -tor Harrison, 11bo • • out ot 
town. I told h1s tht.t Ill' . Douglrton atrOAdY a pprOTed or our ~ 
the atatement. He aaked • to -!at aura that Senator Harriac11'a otflce 

h&d a reoord ot mlf oall and e.ho to find out tree Latt.r 11bether he 

had talked to the Preaident reeently. 

I oalled Senator Bor.rrhon'a ottloa and tound th&t t lw S.,..tOI' 

110Uld be back eo• tiM t-.rrow. I told hie eecretary that I had 

oallad about noon, a1110a I ht.d anted to eaa tlw s -tor - and that I 

would oall agai11 to100rro•• 

....,. tbo Saoretery oalled at &oOO P.ll., I reported to h1.a Jli1 ocm­

v ... aation 'lfith LatiMr. The Se cretary aaid he •• &lad • had V.vc 

out the etat .... t, althour;h I oould11 1 t expaot to be 1Dvited to &0 on 

hll prbate oar by llr. Pelley. 

Note: lliae Dieaond oheck~ raoent trip - Pelley oar. 
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OOPY llarcb 17, 1937 

4: )() P. ll . Telephone Conversation between 
g , .t&gill and llr. Lati!ler. 

C•rr1Ars Tensing Act. 

tlr . lolngill : 

t.!r . Latimer: 

IJr . Megill: 

!r. La ti!:er: 

~r . ..:.Ogill : 

1-tr . oAngil1: 

~lr . Loti:ner: 

!Jr . Magill: 

.Ar . Lat1!11er : 

..lr . .lagill: 

'lr . Latil'ler : 

tJr . Magill : 

;it. Latiner: 

lolr . ~· 

•I wont to give you the text of whli t the 
Treasury gave out" 

"I didn't know you had nnything you had 
s i ven out" 

"This is what we have got": (rending to 
Mr . LatL~or the text of tne 3 . 17/37 press 
r elense - copy a ttached) 

":.le.y 1 have S0!1&0ne take tbllt doTiD? But I 
suppose it is e.lren~ out nnd thnt ""n' t 
be necessnry• 

• rnat is just about ce 1111d ns ..,e CG.'I ..ake 
it, rltbout beill(l ;rut in the position of 
approving lt" 

"'llhen did you tn11< with t.he President lest, 
with res,>ect to c nrrying out the ngree.:~ent?" 

"Last Thursdey - - the last dey he wns in to>m" 

"You haven't Wked with h1lll about it since?" 

"No" 

•!!ow did t.'>e Press give the ogreel!ent out t his 

1110rning?0 

"I don't tno.-. They dido' t have it ready - -
1 haven ' t seen the exact taxt of 'lrhll t they 
gsve out. • 

.•• , • . •I hllve been in bed ever since I spoke 
to him. I psaeed t he thing on verbnll)' to Ilia • 

•well, thst' s os mUd os M could l:lal<e it. I 
don't see where it is going to psrticulorly 
bother you except it ought to cause tho porties 
to got together and do a 11 ttle negotiating on 
n basis whioh will pay the f r eight" 

•All right - - good bye• 

•Good b7e" 
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fO!l Rtl..C/.SI: , L:ORJIIiiG lltliSI't.nlR.-; , 
Thur~u~_ay, ltarch 18, ! 937. 

Press Service 
No. 9-86 

Mtir-g Secroto.ry of the Tree.eur J Roswo ll Hagill today a:>ade the 

follO\ting cor.r.tont on the report of o.n agrooNnt bottroon re;>resentati vea 

of tho railr oo.ds and of the railrowl omployooo upon a plan ror rotire-

cent o.llo\.-ancoa to be supported by e. aepo.ro.te taxing o.ct: 

"(lfrici&.ls of the Treasury arc glad to ooo the conclusion of an 

a~roeoont ~ich trill operate to en! the injunction proceedJ.n&s 

.. rroct" "t nn inporto.nt part of tho Social Secur ity prograc, 

"Con~;rou ray f'!.nd it necessary to "'odify sor.leTitnt the rates 

tet up in the proposed n"'' Carriers ' Taxing Act •. Our preliminary 

calculat1ona indicate that the procooda f r 0r.1 tho pr oposed tax T:ould 

fr.ll oona1doro.bly short of mooting the roqu1 rod po.yments under the 

proposed Retir01:1ent Act . " 

ooOoo 

• 
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COPY 

r.DR.\!iDU.ol FOR n!S FILES J&rc., 17, 1937 

Colonel !Aointyre called about 5 :30 P. M. , after I f inished 
t.lkin'{ to the Seoreto.ry, and enid t het the !'resident 'KOuld prefer 
th~ t no stete:Gent should bo given out, or , if a statement •rer e given 
ou t , tht•t it be ooade clenr th~t t ho calculat i ons of t he insufficiencies 
of t !lo tex to meet t he ellov.'anoes r.ero pr oliminnry actuarial ooODpute­
tions; that our calculc tions had not gone far enoUilh to shot: t hat the 
tax >D B sufficient to pay for t he r etir ina ollowances. I tol d h1o we 
hcd ~lreody r,iven out the statement and reed 1 t to him . I elso told 
ilh t ha t I bed discussed the = t ter 'r'ith the Secr eto.ry this corning 
r.nd he felt ..-e should give out a a to te:z:ent 1n order that t!lere might 
be no i.Janlication that the Treosury s pproved this ogree:!ent, since 
b llct t.."e Treosury ' s preli.'linery calcula tions indicated that the 
wx bill """ inadequate. Colonel lJcintyre so.l.d that he did not see 
cny need for s stete:~ent since the e.gree::~ent bed not yet taken any 
of'iciel forill . He then added thot as an additional objec tion, t..'ult 
. ivin6 out c stete:llent indicated a conflic t betTeen t r.o govern::ent 
de• or Loents , ~hich res undesirabl e . I cali~d his attention to the 
roe~ tlu>t our sto tement ""s in ol•o:~t elUloUy the wording which the 
Pr esiden t had suggested; ~nd thot sinco the cgr eemont was given out 
ee a pri vute e rrange, tent betv.een the r oUroads and t heir emfJloyces 
( did not see ony indication of a conflict bot~een eoverrooent d~onrt­
•~nts . Colonel IJcin tyre snld , however, that he felt that we either 
out;ht to rtl. thdraw the stete1aent or nak the newspapers to revise 1 t to 
rofor to our eo.l.culntions as pr eliminary ectuar iel eoaJ'olt&tiooa. He 
AOI':f'd that I call the Secr etary to givo IW• this infor-..~Stion, and I 
sntd that I would do so. I t.tediately put i n e call for the Secre tary , 

• ho wee ap!>('renUy out of the hotel. 

· * ** ** 

Nota : Tho Secretar;· called back about 6 :10 P. •J . end talked wi t b 
'r . -egill, •ho rela ted to hi.'ll the above converaaUoo. The Secretary 
t hen celled the Bres.i.dent and 'ire. Klotz hila n cOI!Qlete r ecord of wha t 
t~e Secre tary said to the President, and the Presid~nt said to ~~ 
See r o tar y . (llso see copy of press r elea•e m th lolr . ,iagill ' s notations 

thereon - 3/17) 
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mlllWIDllll FOR TBB l'ILiiS IIU'oh 18, 1~&7 

CARRIIIIS T 1Ill:G .tcr 

Th8 Secreta..,. a~r;allted in hia one a•alook teleph.,.,. call 

tht. t I 1ntol'l:l Mr • .tl tmeyer ot the t aot that tha Preeident had 

a ppr OTed the tara at cur preu r e leaM yeeterday and also that 

wo had di1oua aed it with OOQSra11ioutl leader1. Aooord1n£1y, 

I gan thia 1ntor .. tlon to llr • .tlt.yer over the telephoJ» about 

one-fifteen o'olook. I told Ilia, turtner , tb&t our MD wore 

workinc an tboo ?arioua actuarial oomputationo md that wo would 

be 1n touch wl.th Ilia a little later on tboo 1ubjeot. I a1ked Ilia, 

a lao, i .t he would Ulce to a ttelld the propo1ad ooDterenoe J»xt 

woelc, and be aaid be ...,uld like very Dloh to CO• 1!8 st.id, aha, 

that he • a oona i derably bothered by vario\18 aapeota ot the re­

tire ..... t plan aii!J:\' a a · the ooordl.nAtion of ita adlll1ni1trat1on with 

the Social Security procraa and the proriaiODs tor re1erve. I 

told hia • ...,uld be in touoh with tum early next -1c. 

I ot.lled llr. DouchtOD about two-fifteen to 1ntona h1a ..... 

go.rdin.g '11/1 oonter-e with Senator llarrioon &nd t he Senator• • 111£­

geation that w should ha...., a oODterenoe next week . l!r. Doug)ltOD 

a pprCIYed ot the propoat.l but eaid be would be out cL the oity 

UDtil 'llednoaday. I told hia that ...Ueaa he thoug)lt itlere •a need 

for h&ate, that I beli ... ed wo GOO>ld have the ooDterenoe tlla....rter. 

l!r. Do\~Chton aaid tbe.t he tho\liht it 10>uld be muoh better it w did 

not 1110.,. too qu1okly. I auggellted , alao, that it qbt be woll 

t or .. to diaauao the situation aomeWl&t with hiuelt and any •­

bera ot the COJaittH "'*'-he aight a~~ggeat prior to the r;auara.l con­

terence . Be thougbt thia &D exoelleut idea cd add he ...,uld a all 

• up a a ao011 a a he got b&ok troa llorth C&rolino. 

I alao gave lfr. Dour;hton the aame iDtoration I had r;iven 

Senator l!arriaOD ot t he 1no.- tax oolleotl.ooa to date. I eaid 

the. ti.,.l report; mig)lt be ao..-t l eao than the eati•tea, but 

tb&t they wore ruzm.in& tairly eatiatactor ily 10 tar. llr. Do~~gbton 

odd he did not 'llind the oo llaotiona bainr; leu than the a.tt-tas 

aiDoe it ...,uld - ble h1a to put a brake on expenditures. 

( 
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Klotz : 

a. 4. Jr : 

!{ : 

d . :J. Jr: 

l( : 

K. 'J.Jr: 

.::~ . ' . Jr : 

i! . J. Jr: 

l( : 

ti . ' . Jr: 

T: 

ri •• Jr : 

.1. : 

H. 'l . Jr: 

T: 

l:l . \I . J r: 

T: 

ri . l.Jr: 

.r:tello 

Yes . 

~es s ir - Mr . Tay l or? 

Hello 

:.larch 18, 19)7 . 
9 : )5 a .m . 

Uo you wa nt t o t alk t o Mr . Taylor? 

Hello 

Hello - .~ayne . 

Good morning • 

Goon mor ning . I want to tell you what I did last 
night . Ab - Nben I called the President I t old him 
about the bond mLrket - about the new orders t o the 
Feder a l Reserve and he would only inves t another 
14 million and also about - and it looks as though 
the (fade out f or the r est of this line and 
a ll of this line) 

1'/e can hardly he1. r you . 

Hello . 

o . .< . 

Can you hear me now? 

Yea . 

Hello 

Yes . 

182 

It t akes some time for those tubes t o warm up you know. 

I t ' s all r ight. 

Ah- ah- then the Pres i dent said, "Well , why don't 
you discuss this with ~arrtner Eccles?" I said, 
~In the f irst place he ' s gone aw~y and 1n tne 
second place be ' s in such a conditi on that I ' d 
r a ther not tal~ to him." And I said , "Ransom is 
here and he ' s got both feet on t he ground sod 
in charge . " 
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H. 'L Jr: 

H:4. Jr : 

r:ote : 

H . ..I . Jr: 

llote: 

H. :J .Jr: 

T: 
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~o the President saia, •nell I think it would be 
a nice thing to talk to Ransom and tell himself 
what you•ve done ." I 'Said, "I think that ' s an 
excellent suggestion." So I called up Ransom and 
I said, "I ' ve t alked with the ~resident about our 
stopping beying when we get down t o 2 5 million 
dollars . " And I said, 11 The President wanted me to 

183 

tell you that he approves of what we •ve done end that 
he hopes that the Feder~ol Reserve will carry on." So -
and buy - So Ransom misunderstood me and he said , 
"Well you mean the President wants us to go ahead and 
stop swapping and buy" and I sai d, "No, he simply hopes 
thet you•ll continue to ~intain the bond m&rket but 
whether you sNap or extend your portfolio - that ' s your 
decisi on. " So I said, •I wont to make it perfec tly 
clear ." Ah - so he sala , "VIell as I understand it the 
Federal Reserve and the Treasury have 28 million dol­
lars to invest jointly - wnen that ' s gone you expect 
us to carry on" and I SLid , "Yes" but I said, •One 
other thing," and I seid , •this is very important . 
If you don' t carry on and I just •11ant to tell you ot 
this time we 1 ll begin t o spend our gold and we will ." 
So I s ai d , "l want tha t understood ." He said, 11 I 
understand perfectly . " 

And the r eason I said thn t was I didn ' t want them in 
the .future to say, 11Well the Treasury put a gun to 
our head and said if we don't prot ect the bond market 
they won•t,•s ee? So he said, •I just got through 
talking to Marriner ~ccles ln Uiami" and Ransom 
sounded oll - sounded exhausted . 

(Hearty laughter by the group) 

I suppose ne should have been listening to ~arriner . 

(Uore hearty laughter by the group) 

He said •I understand perfectly" and he said , • Do 
you want me to ---- " and I said, •Well we definitely 
Thursday want an answer as to what you're going to 
do ." so he said , "Shall I tell Wa yne" and I Slid , 
"Yes but inasmuch ns the Presi dent asked me to 
speak t o you I'd appreciate it if you'd call me just 
once yourself so in c use I talk to the President 
again I can tell him I got it direct but - sh - hourly 
or day to - minute to minute - please work with Wayne 
Taylor." See? 

Good . 
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No t e : 

T: 

H • ..I . Jr: 

T: 

ti. 'J . Jr: 

T: 

H . ·~ . Jr: 
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H. L Jr: 
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ii. I. Jr : 
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T: 
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I wanted to make that absolutely clear end I also 
wanted to make the fact clear that I told them if 
they didn ' t ••• •• 

(I.oud sneeze by '/layne Taylor) 

•.•• wouldn 1 t protect the bond market after 28 million 
aolla rs Na s spent ;~e .vould by using gold, see? 

:£es . 

I don't Know whether you told him tha t but I was 
thinking i t over . 

.tell I told him the e-.uiva lent of that. 

Ah-ha . 

I said tba t a fte r t ha t was gone we wanted t o have 
a nother comple t e l ook whl.ch nh tura lly would inc lude 
the d iscussion of gold . 

Ab-ha . Well I put it right plain • .... 

"Xes . 

••••• a nd be s a i d ne 1 d t a l k it over afte r c a lling 
nis Executive CoQmittee t ogethe r and tnen let me 
know but I just Nantea t o expla in why I did something 
wnlch I don't us ua lly do wben.I'm away and tne t I 
went directly to Ransom beca use • • •. • .. 

No I think tha t tnat' s - a h - . we nave no suggestions 
a t all on that because ••.• 

~/ell I thought I mi ght 11s well agree with one thing 
tlle t the President told me last night and that was 
the easiest one . 

(Laughs) Didn' t have any luck on the r est, eh? 

On the rest? 

"Xes . 
Well you beard what happened llflth Uagill. I wa.nt t o 
tell Uagill again b ecsuse I want to make a record of 
it, you see? But before I taU with J.lag111 , anything 

else? 
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.l.h - nothing of any 11Dll1ed1ate importance except 
that this might interes t you that the Cuban delegate 
is here and we 're going to start talking to him to-doy . 

Ah- ha , I see . You better teach him the song •Silver 
Threaus Among the Gold. " 

I'm afraid he knows it only t oo well. 

Laughter by H. M. Jr. end t he group . 

.1.11 rignt . Ah - e xchhnge all right? 

tep. 

AH right. 

Want to talk to ilos? 

If you don' t mind . 

Good mor ning , sir . 

dello Magill. 

How are you? 

I 'JD all right. 

(Laughs} 
Ah - now just let me go over this once more because 
we make a record ~f it, you see? 

Yes 
When you called me l ast night a nd told me tha t Mcintyre 
celled you and said that you should Lnform me they 
wanted us to c orrect this statement •••• 

Yep . 
1 then called up loerm Springs and lolclntyre got on the 
wire and he saia , •You•re not going to bother the old 
man about til!\ t, are you?" 'iha t ' s al l be said not 
mentioning what and 1 said, •Oh that ' s just incidental.• 
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So be put me on and a t t he end of my whole conversation -
I brought it up last - I talked to the President about 
it and the President was quite excited; he s aid, •This 
is a family matter a nd ne had no right to give out tha t 
statement" end I sai d , •well it may be a family matter 
but Latimer hasn ' t been playing ball with us . • And 
so he was quite angry about 1t and I .~:ept saying please 
wait until he bad read t he stutement and I i nsisted on 
reading the statement, unfortunately a habit and I did 
read it t o him and when he got through he said , •Oh 
why that ' s entirely di fferent . Why he sa i d Mcintyre 
d i dn ' t tell me t ha t -why that ' s all r ight" and dur ing 
the course of the conversation I told him we ' d catch it 
on the bill and t hat seemed t o please him ~ry much and 
"- g ot the feeling that .. orried as much about - how the 
hill feels about this thing - and I think that' s a good 
thing to keep in mind, see? 

Yes 
He may - seems t o be worried about our not offending 
anybody on the hill. 

Yes , well now 

That ' s the story and now we ' ve got a r ecord of it. 

V<ell now when •••• 
Go ahead I've had t o tone it down. Mrs. Klotz got on 
dobby ' s third version of it las t night. 

(Laughter) 
I t oned it down about 5q% . 

Ah - in line with t ha t you - ah - want me to ca ll 
Senat or Harrison this morning. 

Xes, v ery much. 
Ah- I d on't just know wnen he ' s . going to get into 

t own but ••• • 

J e •• •• • 

• • •• end I'll_ I 'll tell him intsubhstanict: ~~t we-
we were very anxi ous t o get in o~c • · 
yesterdaY end, of course, be wasn t bere. 
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I ' d try to see him. I wouldn ' t do it over the phone . 

Yes , tha t' s wha t I 1ll do . 

Yes, and they r a n a little statement here in the 
Jacksonville paper and it read a ll right. 

Well I think it reads - I think 1t reads all right 
but the treatment by the New York papers has been 

Yea, tae New Yor.c li111es sticks it over otscurely on 
t he financial page - doesn't do anything about it . 

Yes . 

Wall Street J ournal has 1t on the front page ••• • 

Yes . 

• • . • • a nd the Herald l'ribune has got 1t in the middle 
somewhere in quite a story . 

Ah-ha . I'm a wfully glad you did it and I hope you 
slept well after they clea red it. 

I slept moderately well (Laughs) . 

All right. 

Well I•ll - I'll get ahold of the Senator this morning. 

I think that's very important . 

Anything else on tha t line? 

Not a thing . 

All right , who do y ou want next? 

Anybody that wants me. 1/ha t' s Oliphant doing? 

He's sitting o ver there on that - daydreaming I thi.nk. . 
I - I got a bone t o pick with OUphant. 
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Is it a wish- bone? 

- 7 -
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Her man, what did you menn by t elling Paul IJallon 
tha t I ' d r ead that stat ement befor e he gave it out ? 

I/ ell I - Paul met me and I w us trying to keep every­
body in the family happy . 

I see . 

(Laughter by the group) 

Yes 

I hope you t old tnem I cleared it with the General 
'-ounsel first . 

(MOre l aughter by the g r oup) 

I•m sorry Henry -he t hought that was playing ball . 

'lhanks for getting Burke out of bock. 

Yes , he was on the witness stand - we had a 11 ttle 
trouble but it worked out al l right . 

Well he got in a t 11 o 1 clock last night. 

de got there all rignt, did ne? 

Yes . 

Fine. I' m stil l ;vaiting to hear from Keenan- £h ­
nothing new on that . 

llby don • t you send 
could get it for us . 

(Laughter) - Group. 

That's an idea . 

What? 

ar ound - maybe he 

(~ . Oliphant's reply c~uld not be made out. I~ 
sounds like s quealing coming from a carload of pigs 
arriving at the s t ockya rds at Chicago) 

Regraded Uclassified



tl . :.I . Jr: 

J : 

li . 'L Jr : 

fl . 'L Jr: 

0 : 

fl . '.!. Jr: 

0 : 

R. J . J r: 

0 : 

fi . LJr : 

0 : 

0 : 

li . !.I . Jr: 

0 : 

t< : 

H •• l.Jr: 

K: 

- 0 -

I never lose my sense of humor . I mea n t hey moy get 
me down but ...••. 

But they don ' t get you out . 

But I thought the next v~cation I• d spend on Tully 's 
private car . 

(Laugnter by group) 

Then a t leus t I' d knol'l whut was goi ng on. 

(Laughs) Oh you 're feeling better . 

All r ight . 

Goodbye - anybody else you ""nt to talk to? 

No- just before I go out at 1J: J) I ' d cneck tbe 
bond moritet . by the way I'u like to ask '.7ayne if ne 1d 
put on the wire for me how mvny Baby Bonds ,.,e sold in 
J anuary; no.v ma ny .ve sold in Februory a nd now many we 
sold t he first 15 days o f this montn because the 
President a sked me and I made o wild guess . ! hope 
I came pretty near it . 

nh- ne • s noduing to tell you no• ll do it . 

Tlnat? 

He ' s nodding to tell you he ' ll uo it . 

Yes - I maue a - Wayne - ask him about what we•re 
selling to-day . 

About two million a day he said . 

Exactly what I told the Pres ident . 

Tna t' s good . 

\'/onder ful . 

Wha t ? 

Too wonderful. 
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Tna t•s what I told the President. I don't know why 
he had it in nis mind . 

Yes 

If t he President caught me because I didn ' t remember 
to congratulate him on his v1edding day yest er day I •m 
going to blame Magill. 

(La ughter by the group) 

ri r e you going out ror a ride? 

Ah-ha • 

•. ell I - I gott6 get dressea f i rst. 

Tell me - is t ne sW'l shining? 

No . 

It isn't here either . 

It ' s still cola here . 

Yes - same thing here . 

19P ••• 

I •ll call uo about lJ:Jil - I' ll Just talk to - cell up 
nt th~ t time and get a f l ush on the bond merket. 

All right. ?:ell have ll nice breakfast . 

.Vell - ah - never - t ha t' s t na t . 

All r ight . 

All r ight, good-bye everybody . 

Goodbye . 

Goodbye . 

Goodbye . 

Goodbye . 
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Thura4q, llarch 18, li37 

Biela ••re place4 1D tha IIAJ'ket at lenh cuarall7 l/32»A 

under \ha pra•1oue da7' • cl011 ri \h tha 1daa to tey aD4 coo­

tinua to •11lta11l .., ordarl7 •rut '117 purcha .. , oD a don 

ecala. The urket opane4 cueral17 hipar ud axeapt tor a 

briat lap .. dnrlac tha noon hOIU' q110tat1ou ro .. etaad.il7 

and cloainc prieae tor 'l'raaltlr)' boDcla •are up tor \he dl.7 

rrc:a 2 to l8/32Dcla. 'l'raaltlr)' not .. ••r• etronc all da7, tha 

lone Mturitl" c l oeinc 6 to 14/32Ddl bipar, 

'l'otal pureh"" amo'OJitad to $?50,000, thua balnc •d• 

ebor\17 attar tha op.tnc. 'l'ba 'l'raa•Ul'7 there tor tha account 

ot tha Poetal Sa•1nce 57•'• "' $3711,000. 
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TRI::A!IURY D1Pt11n!E!:T 

Waahi~ 

FOR Rr:LEASf;. LtORI:IllG t!E"i iSPA.l'E l!.i , 
Thursdny, Uarch 18 , 1937 , 
3-17-37. 

Press Service 
Nc. 9-86 

J\ctirt; Se cretary of t he Treasur y Roswell !Jt.&ill t oday ""'de the 

follwing e=nt on the report of nn "-tlrOOMnt botwoen r epresentat ivoe 

of the railrcnds and ot the r ail r oad enployoe~ upon a plan ror retir e-

oont allo'lflUlccs to bo suppor ted by a aepo.rate taxinG act : 

"CJf'!'lc1als of the Treasury a.ro a;lo.d to see the conclusion of an 

at;roer..ont whi olo m.n oper ate to em tho injunction pr oceedi:lr;s 

affectlnc nn iDportnnt per t of tho S~oial Security pro;r an. 

"Cont;r oss ma:r i'1nd i t :~oeesol\ry to modify oomewrot t he rat es 

sot up ill tho proposed ne'lf Carrie r s ' Taxing Act , Our pre liminary 

calculations \ndi c&.t e that the pr oceeds f rom the pr oposed t ax would 

f~ll conside r ably ehor t of meeting tho required payments under the 

propoeod Retirement Act . • 

?o000 
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P.ARTI.lL PAlUPHRJ.SJ: OF TJ:LJ:CliUll UOJ:IV!D 

ntOK: Aller1can J:mbaeey, Parh , France 

D4TJ:: Karch 18, 1937, noon. 

lfO. I 376 ntOK OOOHRJJJ, 

193 

Bank of France 1e open t his morning and other banlte 

are conducting bue1nees although some of t hea ha·u had 

their front doors closed mo st of the forenoon ae a result 

of the general etr1ke of Parie associated labor unions 

which became effective early t his morning and is not 

expected t o end until after today' s lunch hour. I had 

a telephone conversation With Oariguel at the Bank of 

France, who told~ me that exchange trading was fairly quiet 

this morning. The outbreak of t h e political disturbances 

cODing at such an unfortunate time distressed him very 

much . Yesterday, he said, there had occurred complete 

cessati on of the movement of f unds t o France. However, 

no move had been lllllde by the rrenoh stabilization fund 

to support the currency. 

Oariguel said that while the movement last October 

1n favor of the franc had been principally a covering of 

speculative p ositions, the preaent reflux of capital had 

been a more healthy one and if political and aocial con­

ditione were at all favorable, bad promised to continua. 

llaturally, Oariguel hopea that the political situation 

will be cleared up quickly in euoh a -Y that capital 

will be encouraged. 

U:Lft • 
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Trees . 
Oper ator: 

Mr s . Klot z : 

Gov . Rans om: 

Trees . 
Operat or: 

K: 

Tree a . 
Operator: 

K: 

Tr eaa . 
Oper ator: 

Ransom: 

HMJr. 

R: 

Hlo!Jr: 

R: 

RMJ r : 

R: 

HllJr: 

R: 

HMJr: 

R: 

Hello. 

Yes =· 
Just a second. 

Getting Governor Ransom? 

Yes. 

All right. 

Go ahead. 

Hello! 

Karch 18, 193'1 
10:25 a.m. 

Hello Ransom. Good Morning! How are you? 

I 'm better, thank you. 

19ft .. 

That ' s good. I ' ve had a conference with . •••• • 

I don ' t hear awtul l y wall • 

• •• • • with theExeoutive Committee or t he Open 
Karket Committee. 

Talk a little louder? 

I say, we• ve had a oonrerenoe t his morning or the 
members or the Executive Committee or the Open 
Kerket Committee. 

Yes. 

And under the authority whioh the Open Market 
Committee gave ua, and about which Kr. Eoolaa 
advised you, we are prepared to step in Wbenaver 
you gentlemen deci de that you don't want to go 
ahead on joint aooounta and continue the errorta 
along the saae linea whioh have been made to pre­
vent the market rroa beooaing disorderly. 
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Now we have authority, someth~ng over two hundred 
million, I haven ' t been able to get that exaot 
figure, which we can use by t he shift aethod, and 
that we wou.ld prefer to do f or the time being to 
see how the situation develops, watching it ..• 

I see • 

19S 

. • • • from day to day. Now when and if anything 
develope which causes us to have a change of view, 
'where we feel that there would be any change of 
policy at all, wby, of course, we would give you 
ample advice in advance of that, and have a further 
conference on the subject with you. 

Well, that's fair enough. 

Yes . 

Well, now I want just to make this plain. 
We ' re ready after t his f ourteen million . 

Ye s . 

is spent . . . 

Yes . 

. . • to continue to go fifty-fifty with you, but 
we'd have to do it t hrough spending gold. 

Yes, you'd - you, l f you went beyond your fourteen 
million, you' d ha ve to do it by spending gold. 

Tha t 's the point. 

so the thought is, t.hat at t.he prese11t t.ice, t.hat 
'we will go ahead and us e our authority as - just 
as it has been done over t he last few days" watch­
ing the situation as it develops so you won't have 
to adopt that method until we've had a further con­
ference on the subject. 

well, - - - we understand each other entirelY. 

All right, Sir. 

And if you don't mind, I mean that 
hour basis , if you'd keep in t ouch 
Taylor. 

on t he hour t o 
with Wayne 

I'll keep in touch with Wayne on t h e hour to hour 
bade. 
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But if t here's any change in policy, I'd appreci­
a te your letting me know. 

Why surely, Ur . Secretary, we'll do that. Now, 
have you got the opening on the market t his morning? 

Not yet. 

well , it ' s a little better this morning . 

Good. 

And talking to New York I find that the dealers 
fe el that - considerably more optimistic today than 
they felt yest erday, and that's due to the fact that 
on an analysis of yesterday's operations they be­
l i eve t hat both bankers and insurance companies were 
1n t he market, feeling around tor t he bottom yester­
day. 

Good. 

so I'll keep on - in t ouch with wayne on an hour to 
hour basi s, and any change what soever, in poli cy or 
t hought about procedure , we'll communicate directly 
with you. 

Thank you very much. 

All right. 

Thank you. 

Hel lO. 
' 

Operator . 

Did y ou cut him off? 

g ive me back to my old number there, ura. KlOt% . 

No, he ' s stil l here . 

Hello . 

All right, l.lr. Uorgenthau. 

Is, is ur. Taylor ther e? 

He's right here - do you want t o talk to himt 

yea . 
Hello . 
wayne? 
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That -a all right. 

Yes, that ' s just right. 

What? 

That ' s just right. 

That ' s all right. 

Yes. 

I take it the market i s better? 

Yes - a shade. Str ength in the notes and short 
bonds; other bonds just about unchanged. 

Yes. 

Two •• 

137 

Now what I'm goi ng to do is, I'm going out ••• 

Two and one-half Just sold at twenty- six. 

What? 

Two and a halt just sold at twenty-six. 

Closed at twenty-tour, did they? 

Yes. so that that ' s • 

• When they oall up at about one . . • 

At one? 

Will you have Bartelt around 

Yes. 

and Haas? 

Bartelt and Bees at one. 

And it Mrs. Klotz will tell Mr. Magill - I ' d like 
him to -it aronnd too. 

- Be went up on the Bill. 

Well, he'll be baok b7 one. 

Tee. 
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And - when I call up I ' ll let them know that 
they can do it in my orrice and they have the 
advantage or the loud speaker machine. 

Yes . O.K . 

I mean I can talk to them - I mean I can't tell 
exactly, but it ' ll be between a quarter or one 
and one. 

Yes. 

Dependi ng upon how many or my bells go out or 
bound. 

Laughter. 

Laughter. 

Yes. Laughter 

And • 

Well . . • 

Laughter . 

• • • my drives are wondertul but my approaches 
Just don't seem to get there. 

Yes • 

Keybe t h.at olub head • • 

What? 
Remember, remember the receiver tor that olub heed •••• 

Yes . I ' ll call back again around then. 

All right. 

Right. 

I hope we don ' t have any. • • 

5otblng else? 

No a ore Ranaoae, no. 
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No more Ranscas. 

No. 

Well, I - I don't know how Taylor feels, but at this 
particular time I - I ' d s little bit rather do 
business with Ransom than I would with Eccles. 

It doesn't take as long. 

What? 

It doesn't take as long. 

No. . . 

I - I'm going to put a little • • • 

• • • • makes a olean out statement and I know what 
be' s talking about . 

Yes. 

I ' m going to put a little something in his soup the 
next time he comes here though . 

In his 'soup? 

Yes. 

Well , I guess ..• 

It won ' t, it won ' t take 

never bad as muob responsibility as this 
before . 

Yes. 

And it unfortunately I bad to take it out on you. 

Well, I - I can take care of myself you know. 

What? 

I think I can take cere or myself. 

well. we•ve, we•ve taught bigger ones then him. 

You bet. Laughter. 

Right. 
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Have a good game. 

Thank you. 

2oo 
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Hello. 

Yes . 

Mr. Taylor i s sitting opposite me. 

Smiling? 

Always hiles . 

Always smiling. 

Yes . 

Now - can you - may I t alk to him? 

Yes. 

Hello Wayne. 

Yes , Henry. 

Wbat have you to report, pl ease? 

I haven ' t done much business. 

How much? 

Seven fifty. 

How much? 

Seven fifty. 

Kerch 18, 1937 
12:55 p.m. 

Is that tbree naughts? Seven hundre~ and f ifty ' 
thousand? 

Seven - seven hundred and f i fty thousand . 

That ' s good. And what ere the two end e helves? 

Twenty-four. 

That's ell right. 
The - they went off n l1 t tle b1 t, but 
have taken care of themselves. 
Yes. Maybe they'll be e little more careful now 
t hat they know they ' re goi ng to bsve t o spend 
t heir own money. 
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. 
Laughter. Well, it ' s , the ID8rket will take 
care of itself, ell the better. 

Bow are commoditiea - atock? 

Commodities ere up . 

And stocks? 

Stocks are up. 

Any gossip on the Hill? 

(To Klotz) Any gossip on the Hill? 

Dr. Magill wants to talk' toyou about it. 

I want to talk to blm. 

Yes. 

I mean , on the ticker. I mean ... 

No • • • 

• • Nothing 

I mean anything that 

No. 

against t axes or anything? 

Not yet. 

Yes. Now before I talk to Kaglll is Eddie Bartelt 
there? 

Right here. 

May I talk to him please? 

Hello Mr . Secretary. 

Bello. Now, what do you know? 

The result of tbe ••• Hello. 

Hello. 

Tbe results of the reports fro. the Collectors 
rece1Ted as of the close of business last night 
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What nigbt - wait a minute. What ' s the date lest 
night? 

Seventeenth. 

Wait a minute. Close of business - just s minute­
seventeenth, yes. 

They had five hundred and fi1'ty-fi ve million depoai ted 
in the banks. 

Five hundred and fifty million in the banks. 

FiYe fifty-five million in the banks. 

Five fifty-five. 

Right. 

In the banks. 

Yes, Sir. 

Yes. 

They have about fifty-five million dollars in un­
deposited collections. 

Fift y- five unde - posited. 

Yes. That makes a total of six hundred and eleven 
million. 

Yes. 

We estimated that we may get ebout twenty million 
dollars for the bslanoa ofthe month. 

How much? 

Twenty million. 

That's all the rest of the month? 

Between Karoh 17th end the 3lat. 

Well that ' s impossible , isn ' t it? A little - anyway 
I ' ll take your figures. 
Yes, that makes a total of six hundred and thirtT 
million. 

Yes. Six tbirtT-one. 

Yes , si~ thirty-one. That ca.pares witb four hundred 
eleven aillion last year. 
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How much last year? 

Four hundred and ele•en million. 

Four eleven i n nineteen . . 
That's an increase ot about two hundred and twenty 
million. 

Yes. Well, what - what did t hey expect? 

Why, I think the Bureau ot Internel Revenue expected 
about some seven hundred and seventy- five million.· 

Seven seventy-five. 

Yes. 

Well, ab, what hss Haas got to say, anything? 

Well, I think be does . I believe he's optimistic 
and - has quite a story. 

Is he there? 

Yes. He ' s right here. 

Yes. 

Do you want to talk to bim? 
Yes. 
Hello. 

Hello George. 

Hello, Mr. Secretary . 

What do you . • . • 

I ' m not so optimistic as Eddie thinks. 

I see. 

Ah, i n tact, I don't feel very good. 

You don't •.•• 

Ah • • • 

. . . teel .,..bet? 

I don't teel very good. 
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You mean physically or mentally? 

No, no, on this - the way the estimates are -
these figures , they're apparently indicating the 
way eaae of these estimates are working out. 

Yes . 

But the situati on - aa I see it - the figures 
which have been coming in - there ' s nothing 
previous years which is on a comparable basis 
that we can compare them with ••• 

Yes. 

• • •• and , I don' t concede the electi on until 
they count all the ballots anyway. 

Yes. 

So I think it would be - I don 't - at the close 
of the week, after everything's cleaned up on 
Saturday, • • • 

Yes. 

. . . . I think we could t'igure pretty defini t ely 
about where we ' re at. 

Yes. 

205 

They' re several sit uations that might have occurred. 
For exampl e , we figured in the - in making this 
estimate there ' s two things to figure; one i s the 
tax liability and the other is when it Will be paid. 

Yea . 

And we figured in Karch that about fourteen per cent 
of the colleotiona would be full payments. It may be 
that because of that increase in t axes many people 
only paid a quarter that previ ously paid full amount 
or hal f amount. And if we go beck to 1930, ah, end 
use that basis on the - ae a base for assuming what 
proportion would be paid , it cut the eati.mate down -
the, the amount which bas come into Wsrch cute down 
over a hundred million. Then they ' r e other things i 
corporations , ab, may have filed returns end expec~ 
ing to baYe assessments put on them later on - - tbere •s 
a good many things - I ' ve talked to the boys about -
that might have happened. But we won •t really know 
what happened u.ntil sometime later . ~t I think by 
t he beginning of next week I can be able to tell you 
rather definitely about what you can figure on. 

Well , ia six thirty-one for Kar ch - do you compare 
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that with an estimate or eight tor~ 

No, the estimate for Werch is eight thirty. 

E!.~bt thirty. 

And to date they ' re - they ' re six - they ' re count­
ing on six eleven . 

Wait a minute. Esttmates tor March was - how much? 

Eight thirty. 

Eight thirty. Well, now the esti - and be gave me 
six eleven, plus twenty, is six hundred and thirty­
one. 

Six hundred and thirty-one. Yes, t het, that's Eddie's 
esttmete. I don't know how he ' s making that up, 
that ' s his estimate. 

Well, anyway, so it' 11 run 
hundred million s hort. 

we ' ll run about two 

Ah , ah, on that basis, yes. I don't think that that's 
a that that that looks larget"to me than on 
these figures which have oome in. 

Pardon me? 

That looks large to me on these figures t hat are coming 
in - I mean I think thet it ' ll •. 

looks too large? 

No , I think that, that differential is too large. I 
think that'll be made up. I don ' t ~hink the differential 
wi ll be two hundred and twenty million. 

Well, now let me - whoever cen answer this ques tion -
get Taylor or Bartelt •..• 

Yes. 

Bow are they going to handle - - bank balsnoee over 
the weak- end? 

I see. O.K. 

Who can answer that? 
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Mr. Secretary, I think we ' ll have enough money over 
the week-ond, but we ' ll have to make a call or about 
a hundred million dollArs tor Monday. 

A hundred • • . • 

For payment Monday. We ' ll have to make a csll today 
tor payment Monday ot about s hundred million. 

Well , now it you call a hundred million - I, I want 
you to tigure safe; I don ' t want to be uneasy now. 

Yes. 

See? 

Yes. 

Now• s a hundred - I mean - I - is a hundred million 
plenty? 

I think that ' ll be plenty. 

Well, don ' t you have to do it today? 

We have to make a call today, yes Sir. But I think 
from now on these - receipts will not be disappoint­
ing. That ie to say, we can figure them a little 
better. 

Well , now when I - I want you to be around again. 
I ' ll call up around tour o'clock. 

Yes. 

An~ I wish you ' d readJust our estimates or financing, 
and figure the way we are now, on this basis, if we're 
two hundred million orr - can we go to two fifteen 
only asking tor three hundred million tor bills; 
won't we have to ask ror at least another hundred 
million? 

Yes. 

See? 

Would you want to do it this early or would you want 
to wait until Mr. Haas can give you some better figures 
on the taxes? 

You better do it end have it reedy for - well , have i t 
reedy early next week. 
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Early next week. 

Well , I mean we have to - yes • 

Yes. 

208 

Have something for me say along Monday or Tuesday. 

Yes. v:ell. , we will have some more figures, I think, 
Monday noon on this tax situation. 

Mond&T - nothing more? 

Well , we ' ll have information from day to dey, but 
we ' ll get another tabulation from .tbe Collectors. 

When? 

Monday noon. 

Why not before that? 

Well , it ' s just bee.n t he practice to • • • 

What? 

That bas been the practice , as I unders t and it , to 
get two reports. 

How did you get this information that you ' re giving 
me today? 

I beg - I beg pardon? 

Bow did you get this informa tion that you •re giving 
me today' 

I - I got this today - it wee e special report ; I 
asked for it especially because I felt that these 
things were not coming in es fast as we . 

• ask tor another special . • .. 

• anticipeted. 

one. I want another special one tomorrow noon. 

You want another special one? 

I don 't cere whet it costs. 

All right , Sir. I'll give those instructions. 

I aean, I want another ons at the same time toaorrow. 
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All right, all risht, we'll take care or it. 

I want , I want another one Saturday. 

All r ight. 

See? 

Yes. 

And then another one Monday. 

All right , Sir . 

I mean, get out telegrams immediately. 

Yes. We'll do t hat. 

I mean, this is terribly important. 

Yes. Yes. 

All right. 

All right. 

. Let me have Magi ll pleas e . 

Yr. Magill. 

Good morning. 

Good afternoon, Magill. 

Good afternoon is r i ght. 

I 've only talked to you twice today. 

I had a very pleasant telk with the Senator . 

Harrison? 

Yes. 

Well. 

20! 

Be was very amiable, indeed. The , the thing t hat 
was on his mind , 1t appears, wss Eccles • stl'ltement. 

Oh. 
And be thought that was terrible. Be bad Parker in 
there too, and be went over this and he sai d this i s 
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terrible. We met with Benry las t ~er and we 
agreed there weren ' t going t obe any new inoome 
te~ es, and here there ' s a high official of t he 
Administration saying there bas to be some". And 
so be asked me about the collect ions end so f'orth, 
and I gave him the picture . I told him I called 
Helvering, and Helvering•e dope is that the - while 
the collections wil l probably run slightly shy of 
the estimates, he thinks the situation is pretty 
good. 

Yes . 

Because the informati on he gets is that the Col­
lectors still have s large amount of unopened mail 
in their offices. 

Well, that ' s why I say I want e special report 
Friday a t noon and one at Saturday • • . • 

Yes , I think you're right. 

Two reports . 

I don ' t think, in other words , I don ' t thi nk 
you can put too much stress on this fifty-fi ve 
million dol lars which they estimate thet they have 
but which hasn ' t been deposited . 

I s ee. 

It may be a good deal more than thet. 

Well, I hope so. 

Now, - well, we'll t alk to him and Harrison said he •o 
like very much to see the newspaper men; that ' s what 
be was going to do . • • 

Yes • 

• • • • • end t ell them that, that while the - that 
while the collections hadn 't gone far enough so we 
could tell exactly where we were , and so fort h , and 
that we •re making these s tudi es , tbet , s till that if 
be saw no reason to change thes e vie11·s that he'd ex­
pressed before, that we didn't need any new income 
taxes or profi t s texas this year, 

Yes. 

That we would go ahead to ext end the excise taxes ; 
there would be a tax bill, but that he didn ' t anticipate 
soy thorough going increases in, in rates. 

Yes. 
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He was really - he was, as I say, he wee quite 
upset about the Eccles statement, and he thought 
he ought to do something about it. 

Who 

Himself , Senator Harrison. 

Well, I was amused that - Wra. Morgenthau drew 
my attention to the Tribune Tuesday where Eccles, 
friends of Eccles, say that he believes that 
President Roosevelt end HMJr. are 

(Laughs.) 

• • or Wednesday - yeste:-day retber. 

(Laughs.) Well, then he said now about this - this 
reilroedin' bill, what about that? And I ssid,"''fell 
I talked to you about it yesterday, and you'd suggested 
that I get in touch w1 th him end I was very sorry to 
find he was out of town.• 

Yes. 

And I said,1 '11hat - the situation is simply that we •ve 
been having these conferences with Latimer end going 
over the figures, end so fer as we can see this agree­
ment that they arrived at doesn 't provide qui te enough 
money!' 

Yes. 

And then I went into that with him and t old him that 
Daughton was very strongly of the opinion that, tbat 
a plan of this kind ought to carry itself, end tbat 
tbey ought to make it clear that it did. 

Yes. 

Well, Harrison said , "That ' s all right". 
" I think it ' s very important tbat we get 
end get en agreement on the thing before 
is introduced." 

Surely. 

He said , 
togetber 
tbe Bill 

And ao he says, "I suggest that your fellows go ahead 
and make tbeir studies"; be says, "There ' s no baste 
about it at all, end l et ' s sea if we can 't have a 
conference next week and, and get the det ails all 
ironed out" . 
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Well , that ' s ewell, because it be teele like that, 
then we •re all right, end it anybody brings any 
pressure on the President, as long as we stand in 
the - on the Bill all right, the President • 11 stand 
with us. 

Well, so tar as I could eee, we ' re in very good 
shape. Be said, "There isn't anybody wants to 
introduce this Bill right away - is there?", and 
I said, "I don ' t know except what I see on the 
ticker, which is that Representative Crosser ot 
Ohio 1s going to introduce the Bills tomorrow." 

Right. 

So Harrison immediately called Crosser and, and 
said he thought that it was very undesirable to 
introduce the Bills until we all were in agreement 
on it. 

Well. 

And Crosser agreed not t o do it. 

Well. 

- So that - what we ' re looking - I told Russell 
Reagh to go ahead and get our calculations all in 
good shape ; - try, it possible, to get them in a 
shape where they can be understood by e Congressmen. 
And - then we ' ll plan to have a meeting elong about 
Wednesday or Thursday next week. 

I ' m the Secretary ot the Treasury. 

(Laughs) ' 

Rose 

Yes Sir: 

Jus t one suggesti on . Having given these tax figures 
where we stand to Pat Harrison, do the same thing 
tor Doughten, there's greet Jealousy between thea. 

I see. 

See? 

Yes. I'll give him a ring right away . 

And , when Pet comes out with a etetement Dought en 
can' t say , "Well , why didn't Magill give the saae 
t hiJIC t o a e?" 
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Yes. 

Cet it? 

Yes, I get it. Yes, I 'll , I ' ll do that - that's 
a good point. 

213 

If either Bsrrison or Doughton m8ke a statement -
on the ticker - - let thea telegraph me right away. 

All right. 

Just telegraph me whet they say, but I'd get . bold of 
Doughton and give him whatever information you gave 
Harrison - give Doughton. 

- What I gave him ~ Harrison asked that I oall up Mr. 
Relvering and find out what be had. 

Wel l , I'd give the same in ••••• 

• And so I did and gave him the information. 

Yea , I 'll give him tbe same thing. 

That' s tine. The two of them 

Yes, I get the point. 

a little jealous. 

Yes,·I see the point. 

Well, I don 't see that there' s much that I oen do now ­
I'll oell up again at about four or a little after end 
get tbe bond situation, end - if -

Yes, as tar es I can see we're in, we •re in good sbepe 
on it. 

I ' d like to make one more suggestion. 

Yes. 

I ' d get bold of Altmeyer end oultLvate him • little 
bit. 

Good. 

Altmeyer. 

Yes , good. 
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It you've got time. 

Yes. 
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So tllet, before you go tomorrow, so that - it we 
have him as e friend against the other fellow. 

Well, we have so t a r. 

Wel l , have you seen him the lest dey or so? 

I had a long talk with him yesterday. 

But did he know that the President - whet happened 
and how the President sided with us? 

No, but I ' ll tell him that. 

Yes , I , I • • • • 

...• •cause that, you s ee tha t came in the evening; 
I haven ' t told him that. 

Pardon me? 

That oame in the evening, I haven ' t told him that. 

Well , I think it - it -- in the first plaoe, I think 
he ' s e high class citizen. 

Yes, I like him . 

And I, I think it ' s worth cultivating. 

Yea. Well, I'll give him a ring -- I ' ll give him e 
ring right away end bring him up to date. 

Anybody else went to say anything? 

(Pause) No I guess not. I guess everybody's happy. 

Wonderful . 

(Laughs) 

Now - a - e it Mrs. Klotz Mrs. Morgentbau ia 
here and would like to talk to ber. 

All right. She ' s going baok to her room s.nd ·I • ahe ' ll 

All right. 

she ' ll take it in there. 

Thank you. 
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rtECE1VEd 1:15 p . m. 
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FROJ.I COC!!RAN . Although uEak c.t the opEning l'rEnch 

fr::.nc both a pot e nd foruc.rd hc.s t odny uhonn a quick p~.clrup 

and ~n rE:;pinEd much of thE sround loot through Cl1chy 

riot. Althot~gh thE turn ovEr on thE exchnngE m:1rkEt hc.o 

bEEn very nr,Iall thE Banlc o f Frc.ncE roo bEEn ablE to acqt1:trE 

a l ittlE ate:rl1118 ond dollc.ro . Re:ntEo nloo opEnEd quHt 

11Eak nith dEcline:o of lt to 2 fra nco but improvEd a t cloae: 

to a'.1on losnEs of from . 60 to 1.15 fr:-.nca comp=td nith 

yE:~te:rdc.y . li En national dEftno E bondo offErEd .' t co much 

c. n 35 franc diacount on 1 1 000 frr.nc CErtificc.tE. DeclinE 

l.n share: marke: t l'Eoul to fror.t ge:ne:ral une:asinEao • 

&nk of Fr anCE otat£r1E nt t'D of Uarch 12 nan fnirly 

oatisf actory shoning no change: in s old stock and no n£n 

advo.nce:a to thE a t a tE . ThE lone:ring of thE bCL>"tk ret£ ah1ch 

nao ~:tronslY ndvocat£d c fer. dayo ago uas ~posaibl£ 1n thE 

n~ circumstance:o . 

Fr Ench budGEtary rEvEnuE for Fe:bruary nos about 97 

r.illl.on frnnco more: than e:ot:iJnatES a a concErts i .nd1re:ot 

(End oEot1on onE) 

::t.1 CSB ' lLSON 
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RB GRAY 

Paris 

Dated March 1~; 1937 

Rec •d 3:32 p , m, 

Secr etary of State 

Washin(5ton , 

379 , !!.arch 18, 4 p . m. ( SECTION T'70) 

tSJCes an_. monopolies and about 339 million francs more 

th; n for Feb ruar y 1936 , Revenue from cu stoms increased 

by about 125 millions and from th~ business turnover 

tax by ~bout 88 millions , 

::o111 arerl \Yith the correapond..l.nr.; l!k) n t h of 1936 

forei.?;n trade for February increa~ed b:r about two billior. 

francs (imports up 1 , 630 , 000 and exports 467,000, 000. ) 

Unfavorable trade balance 1 , 986 millions compared with 

1 , 546 millions for the precodin0 nonth and 823 millions 

for February ~936 , Gompared r11th February 1936 tonnage 

of impor ts inor enaed by 1 , 5001 000 tons and t on.,age of 

exports decreased by about 201 , 000 t ons . 

Press cor.mrunique tod~y states total subscriptions 

to t;atior:al Def ense issue "ill not be known until the 

end of tho week and that a decree will probably be issued 

to se t t l e t He 'nutttJ?r ;9 f any subsor1ptio:ls received in 

excess of 8, ooo, ooo, ooo francs . . . .: 
Under 
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- 2-#379, !!arch 18, 4 p , m. f rom 
Paris( SE0TION T"':o) 

Under city notes , LONDON TINZS today remarks: 

"The riots at ; lichy have co:ne at an un1'ortunate 

moment for they are calculated to slo··· doTitl the repatria­

tion of French capital• The repatr iation movenent 

started well last ~~eek but it has fallen off s ome•1h:1t 

this week . Incidentally this Shc•ws that ther e is a 

vast difference 1n the effect produced upon tho con­

f ilence of the investinJ and bus,~esc classes between 

financial reforms unoertaken by n ?oincare administra­

tion and thoDe of a Left · !ifl3 C'overnro1ent , The second 

t ranche of the French loan met ui.:h n ,,oc>d respo"!se 

but more rel!'ains to l: e raised, j r the <;ood impression 

produced by the new f1nancial pclicy of ~ . Blum's 

Government is to be maintained and the repatri a t ion 

of capital continued and e~tended it ~ill be necessary 

for it con:~tantly to shott that it is intent upon further 

re forms anc\ will pers ist in its efforts until French 

finances have been nl aced upon a solid foundation" . 

'"II LSON 

CSB -. •• .! :t 
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~&.Klotz: Hello. 

H.U.Jr: Yes. Am I on the air? 

Uarch 18, 19~7. 
4:18 P.U. 

K: Yes, Sir, on the air. Who do you wish to speak 
to-- there'& Ur. Uagill --here's Ur. Lochhead. 
Mr. Taylor isn't here. Do you want to talk to 
him? 

Archie 
Lochhead: Good afternoon. 

H.U.Jr: Hello. 

L: V/ell, have you h eard anything on the bond market 
yet? 

H.U.Jr: Not a thing. 

L: Well, it took care of itself quite well today. 

H.I.!.Jr: Fine . 

L: The two and one-half closed at ninety-nine twenty 
six. 

H.U.Jr: Ninety-nine-

L: Twenty-six. 

H.U.Jr: Ninety-nine -

L: Two s ix. 

H.U.Jr: Ninety-nine, six 

L: Yes, that's Jus t up two t hirty-seconds . 

H.IJ .Jr: Yes . 
L: A l ot of the other i ssues are up a lot more than 

that . You know, there wae a l ot of eveni ng off 
from your prices of yesterday. Some of them went 
up as high as ten -- ten fifteen-thirty-seconds. 

218 

And ther e was onlY $750, 000 spent today. And there 
wa s a much better tone, 1n fact, towards the end a 
couple of people were apparentlY short because there 
were bids coming over the tape for cash bonds, and 
t hey were bidding about -- at one time as high ae 
ten thirty-seconds over t he market to get cash bonde. 
That showed, of coursd, there were Just a couple of people 
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I ! 
- 2- 219 

caught short on the 
quite a bad break. 
points. 

Right. 

deliveries. The st ock market had 
It went ott three and three-quarter 

stocks and bonds. 

Industrial stocks went ott three point seven seven. 

Poi nt seven seven. Is Magill in the room? 

llagill ' s right here. 

I want to talk to him later. Stocks off three seven 
seven? 

That 1 e right. 

How much is railroad off? 

Railroad went off two point naught two . 

That ' s Uagill ' s statement? 

Yes, he timed that very well. 

I hope you all got 1n on it all right. 

I think he -- he didn't l et ua know until after the 
close of the market yesterday. 

He didn't? 

Now on the co~od1t1ee 

I hope the fellows got in on the other statement made 
yesterday. 

(Laughs) 

Right. Now t he commodities - - the Dow Jones i ndex wae 
ott point seventeen. cotton waa ott to483 -- down to 
fourteen thirteen. EXchanges were ratrlT ateadJ. 

Regraded Uclassified



( 
H.Lt. Jr: 

L: 

'i .U.Jr: 

L: 

H.li.Jr: 

L: 

H.U.Jr: 

L: 

H.U.Jr: 

L: 

H l.I .Jr: 

L: 

l! . !.l.Jr: 

L: 

H.U .Jr: 

L: 

H.li .Jr: 

L: 

H .U.Jr: 

L: 

- 3 - 220 
Sterling had a li~tle bulge up to tour eighty-eight and 
eleven sixteenths. 

Did you do any business? 

I did two hundred and fifty thousand. 

Pounds? 

How? 

Pounds? 

A pound. 

But we Just spent what? 

One million three hundred and fifty. 

Attaboy. 

It was Just a chance to get rid of one lot of two hun­
dred and I used the opportunity. 

Well, t hat 's the way to do it. 

Yes. Now, one other t hing - - i t may be interes ting -­
I ' m Just going to mention 1t to you, and that is, a 
lot or the gold that has been coming from London 
l atelY we ' ve been checking on and found t hat there ' s 
been t wenty million in Rus s i a.n gold. 

Russ ian gold. 

Russia has been selling gold ln the London market and 
that accounts for sooe or t hese shipments that have 
come over. We've traced three lots amounting to 
twenty million. 

Just hol d the wire a second. Just a minute . 

Right. 

oot a telegram? I t hought I heard the boy. Juat a 
minute, t hey ' ve sent t hat t elegrac. 

Yes, we sent you a long telegram - - Harrison s tatement. 

Yes, walt a second, it ;ust came. Hold on. Hold the 
wi r e, if you please . 

(Aside to someone) You saw mos t of l t . I think it 
was Just t he laAt part 
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Hell o? 

Yea . 

The t elegram Jus t came . Go ahead. 

O. K. Well, that gold, we :t'ound, is new production and 
they ' ve been selling it in London and the Chase Bank has 
been buying it i n London tor doll a r s . 

Yes . 

And we checked up with the Assay Off ice and t hose are the 
onlY items that have come through from Russ i a . 

What is lt? 

About $20,000,000. 

$20,000,000. 

And that ' s all new pr oduction . It's not any of t he old 
gold. 

Vlhere was i t smelted1 

I t was smelted over i n Russia . 

So 1t ha s t heir mar k? 

It has their mark. And - - because we traced up with 
the Assay Office and t hey ' re wat chi ng tor snyt ning else 
that may come i n wi th t hose marks on. 

Tha t's interesting. 

Yea. well, we're just a little suspicious about some 
ot the gold that was coming - - the quanti t ies from 
London and the Ban~! England more or leas said there 
were some activities because the London mark was Rur aian 
so we checked through and found t hat out . 

Yes. All right. 

Now then, do you wish to speak t o !Jr. L!agi ll next? 

Please. 

Right. 
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~- Uagill: Hello. 222 
H.U.Jr: 

l.l: 

H.U.Jr: 

!.t : 

H.U.Jr: 

!1 : 

~ JJ .Jr: 

1£: 

1-!.U .Jr: 

ll: 

H.U.J r : 

U: 

H.!J.Jr: 

U: 

H.U.Jr: 

ll: 

H.U.Jr: 

U: 

H.U.Jr: 

1.1 : 

Hello, Roswell . 

How are y ou? 

O.K. 

V/el l , I talked to Altmeyer as soon as I got done 
speaking t o you - -

Yes . 

And everything seems to be all right with him. 
very much d i sturbed about other aspects of this 
ment besi des the one we ' re d i sturbed about. 

I s ee . 

He's 
agree-

And I asked him i t he'd like t o attend t hi s conference 
next week and he said he 'd be very glad t o . 

What conference 1s t h8t? 

Thi s one t hat Senat or Harrison suggest ed which we get 
together and di scuss the rat es and s o f ort h . 

Oh, fine . 

And I think he ' s a good i"riend and I t hink we'd better 
get h im ther e. 

Th8t's what I thought. I wa s going to suggest t hat. 

Yes. I'll make a point of seeing about Uonday and 
piling him up a little. 

Good. 

Now, I a lso called ur. Doughten and t old hlm t he sub­
s tance of my conversation with t he senator - -

Good. 

And he t hought t hat was very good . He said he ' s go lng 
down to North carolina and wo uldn ' t be back until 
Wednesday. 

Well --
And I said unless you t hink there's a big burry, w.b,y , 
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we' d better wait until you get back. He said I 
don 't see any hurry at all. (Laughs) 

Good. 

Yes. 

That means t here'll be no conference until he gets 
back. 

2(3 

That's rlght. And I said I t hought that perhaps 
bef ore we went into the big conference which would 
involve all these outside people, that he might like 
to have me come up and talk t o hi~ and one or two 
members of the committee privately about t he situation, 
and he said he thought t hat 11aa an excellent i dea. 

I'm Jus t t o t he end of t hi s telegram. 

Uust be wrong. I Just read it myself . 

And I think that t ha t's - - it says here agreement 
reached by t he Railroad offici a l s and railway organiza­
t ion on t he railroad rettz·ement plan - ah - Harri son 
sai d he believed there would be several more con­
t'erenoes between the br otherhoods , railroad or flcia ls, 
r a ilroad retirement Board and Treasury t o iron out 
all 

Ye s. 

vtell , that's perfect. 

Yes. I think i n t hat previous sentence I gueaa t hat 
was sent to you at the sace - J ust before t here, at 
t he same time Harrison sai d there would be no l~gis­
l ation t o carry out t he agreement. He can ' t have said 
t hat. I don ' t know 11hat he d i d say ..._ 

well, tha t's perfect. In other wor ds , Treasury and 
t he Hill are playing ball. 

That ' s right. 

And as long as we are in that position we •,·e got 
nothing to worry about. 

I t hink we're in good shape . As I told you t h i s 
morning be was -- he was extremely friendly. He 
cal led me up f'trst while I was 1n here t alki ng to 
you. 
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Yes . 

And apparently the r eason t or i t was that he had i n 
mind t his statement which he issued. I don ' t t hi nk 
he - - I don 't thi nk the rail road bus i ness was bother­
ing him at all. 

Yes . 

And, as I s~, we, L. H. Parker and I, talked i t all 
over with hi m and t hen he gave tnis thing out. 

Well -- I think everything i s sitting pretty t onight. 

Looks all right . Do you wan t me to plan t o stay here 
over t he 1•:eekend, or do you think we ' re ell r ight 7 

Let me aakyou P. quPst1on, and give me a very frank 
answer. How much would it inconvenience you to st~ 
t.here Fr i day? 

Not badly . I could s tay here Friday . 

I mean could you make up the classes? 

That ' s right . Yes , I could. 

Well, i t it wouldn' t inconvenience you badly, say 
until 4: 00 o ' clock -- hello --

Yea . 

I would appreci ate that . 

I t.h1nk I -- I t hink t.hat 's all r i ght. I'll be glad 
t o do 1t . 

And you could take Vlha tever that cle se i s and make it 
up on t he end. 

Yes . Well , that can be arr anged all r ight. 

I t.e l l you, though, 1t it would 1nconv.nience you 
great ly, I wouldn ' t do i t. 

No , that's all r i ght. It won ' t 

224 
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Because, 1t eoa ething should break on this thing -
because I'm worrying so much that somebody else 
would step in and mess it up. 

Yes. 

And right now i t ' s sitting pret ty. 

Yes . Well , t hat's quite all right, end as a matter 
ot t a ct, it wouldn't do any very bad harm to call 
ott the whole weekend it you want to do it. 

No. 

225 

But I can call ott t he Friday afternoon session with­
out 

No, 4;00 or 5; 00 o 'clock wil l be late enough. 

Yes . 

All r ight. 

That ' ll be quite a ll right. 

Well, I ' d appreciate t hat . 

Yes. I ' ll be gl ad to do t hat. I'll cal l them up in 
New York and tel l them about it now. Now do you want 
to talk to soceone el se? 

Wayne, and t hen, it urs . Klotz goes i nt o her room I 
want to talk t o her when I get t hrough. 

Yes. But you haven't any further suggesti ons on this 
legisla tive situati on now --

Why, i t's Just sitting beautifullY. i s all 
we can do tor the Treasury. 

(Laughs) well , I hope it keeps on . All right, I ' ll 
put Wayne on. 

I hope i t doesn ' t burn. 

(Laughs) 

I don ' t ll.lte 
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No, neither do I. I----not at all. 

All right. Now everything is fine . I ' m very much 
pleas ed. 

Good . 

You handled a very difficult situation very well, 

Well, thank you very much . You did the most of it . 

Well , I just backed you up . Wayne there? 

22S 

Tuylor : Yes . 

H.M. Jr.: 

Taylor : 

H. M. Jr .: 

Taylor: 

H . 16. J r.: 

Taylor : 

H. M,Jr.: 

Taylor: 

H. !J.Jr. : 

Taylor: 

Wayne? Hello . 

Ri ght . 

Why didn ' t you think of it long ago to tell those 
boys t hey'd have to spend their own money. 

(Laughs) 

What? 

Well, that 's where there is room for t hought 1~ that. 
There' s only one f igure on the sheet, the whole sheet, 
that bothers me, and t hat i~ t hat the corporate bond 
went off. I t alked to Bur ke just after t he close 
and he ' s8Ping t o scout around a l ittle bit and see 
whether that can be attributed entir.ely to the f ault 
of the stock market or not. 

Well, why did the stock market fall? 

With sellers and buyers , 

Well , it looks as though the Jam were broken. 

Yes . I mean all the other--! mean that 1s--- -we1 Te 
been trying to draw a pattern today. For our purposes 
we would have drawn it exactly the way it turned out, 
except for this corporate bond thing . 
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Wel l, if we get any explanation of t he corporate bond , 
phone it t o me at 5:30, will you? 

Yes . 

I ' ll be here . 

It may be Just sympathetic with the stock market because 
that might do it, but as I say , that 's the only figure 
on the whole sheet that doesn't sult our book. 

Well , you'll have s omet hing more on taxes for me a t 
noon t omorrow. 

Yes . 

Bartelt. 

We look al~ight as far as balances go. 

we do. What do t hey look Hke? 

Well, fift y-six remain i n the Federal Reserve Bank, 
fiv~ t hirty-one in the depository, and we 're going to 
put out a call for a hundred f or J.londay. 

Well , there 1 s no sense in my coming up. Hello? 

Yes. 

I say there's no sense in my coming up. 

Oh, no. 

Well, that's t he way -- if i t stays t his way anot her 
day , t hen I think we 'll be a ll right, don't you? 

Oh, yea, I don ' t see any reason for 1t. 

All right. 

Ah -- oerta1nly, .unt11 you see t hose final t ax figure~ 

All right. I 1 11 talk to you again tocorrow. 

Rlght. 

Good night. 

Hello. 

Have you t ransferred t he call? 
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c H.U.Jr: Ure. !Clot.z. 

T: Have you t.raneterred t.he oallf 

Tr easury 
Operator: Yee , e1r. 

H.I.I .J r: Ure. Spangler. 

T. O: Yee, air. 

H.J.! .Jr: Give me a wh1t.e light.. 
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PA.R.U>liRA8J: OJ' TELJ:GJW( .RIOIIVED 

FRO.II.; Allerioan J:mbassy, Pari a, J'ranoa 

DATE; Karch 18, 1937, 8 P••• 
•o.; 380 

It is usefUl. to have the toll owt.ng background in mind 

i n considering t he situation growing out ot the Oliohy 

affair -

For ten a ontha there baa been a Lett Government in 

power hera. The driving force of this Government baa come 

fro• the clustering Lett el8.1118nta of COIIII!IUDJ.sm aDd organ­

ized labor in considerable measure. During t his period 

s011ething of a social revolution has been accomplished in 

Franca -without disorder. Long overdue reforms have been 

re&lizecl. Reoently the militant elements on the Lett have 

seen their prograa suspended and hope ot further progress 

blocked t or t he time being by the Government's tin&noial 

difficulties whi ch t hey are apt to believe are caused by 

the Right politioal groups' opposition as well as that of 

the •moneyed classes•. 

These Left elements 1n many instances beleive that 

the conservative opposition i s s eeking not only to prevent 
aooial 

turther/prograu, but even to eabotaga t he gains 1184& up 

to the praaent. In order to deal with the :!inanoial •er­

genoy and to puah ahead with their eooiaJ. program, the 

utr- Lett wae pr spared to adopt draetic meaaurea of 

control. They aaw tha Popular J'ront GoYernaent revert 

inatea4 
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instead to or thodox measures, call a halt on expenditures, 
aDd •pause• 1n the realization of ita refor ms in the ec­
onomi c field. 

It was only to be expected that under these circum­
stances di s satisfaction would exist in the ranks of the 
labor unions and communists. The belief had been held, 
howeTer, that far at least eome ti.me this di asatiafaotion 
would be kept within reasonable bounds. Pr obably thiB 
would haTe been done had it not been far the affair at 
Clichy, which immediately rai sed an i ssue between the 
more moderate elements of the present Government and the 
Extreme Leftists. 

The judicial and admintst r ative inquiries into the 
affray at Clichy will have to be ooapleted befor e the 
exaot circumstances will be known, or who was responsible, 
and aa to whether t he police bad order s fr om their officers 
to f ire on the communists. However, one thing that aeeas 
clear is that in authorizing thie meeting of the French 
Social Party in Oliohy - which i s a coamuntat hotbed -
some one jade a aerioua error of judgment . The beat of 
aotiTea doubtleaa pro.pted the autborizatiOD, on the ground 
that any legal political group had a right t o hold a 
meeting anywhere 1n France. •BTartheleae i t was a llietate 
to allow the a eeting in view of t he atate of aind known to 
exiat &~~~ong the COUIWli sta. 

Regraded Uclassified



I 
23i 

- 3-

Yesterday !or a tiae it appeared that the ooaaunieta 

were cC¥laidering a break with t he Governaent, but this 
looks much lees likely t oday. The Right parties at ! iret 

showed indications of wishing to make political capital 
ot the matt er, but now they seem to be taking a wiser 
cour se - that o! regarding the problem as one between the 
c ommuniets and the Gover0111ent and leaving i t !or the 

Government to settle, !or the time bei.ng at leaat. 

An i nterest i ng factor to note i s t hat the order 

ieaued by the trade unions o! the Paris region in which 
a halt-day geDSral strike was declared., states that this 
demonstration is in no sanae directed against the Popular 
Front Go. ernaent. 

In my j ud.gme.nt, it is not likely that the Ol1chy 
affray wi ll lead to any ! urther seri ous disturbances. 
I believe t hat the ooamunists will, while making as much 
trouble aa possible for the Go.ernment, refrain from 
pushing aatter s to an extr eme which would bring about the 
downfall of the Governments, just as t hey have done in 
several other critical mo.ente during the exietence o! the 
Popular Front GOYernaent. 

EllD :USSAGJ:. 

'IILSOB. 

U :Lft 
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llal'Cb 18 . 1t:a?. 

~liJ"'' 0.-.tar-e M14 lA llr. IIACill ' a oftloe oa l!arob 16, 1937 , 
to .Uecnae propoMOl rallr.M reU,.._t lllll. 

' 
fboH preeent a t \be ooatertmOe waro &leona . lla«1ll. l!e aflb , an4 

Browa , of \be 'l'naftJ'7 »ep&r-..\1 IIeure. A' !!..., u4 klhy. of 

tM ~' liurNu; 11r. u -,..r, ot tM ~1•1 S.C1W'U7 Jo&r4 ; ...., 

IInne. taU .. r, ill-. u4 Uq, ot t M i1&1 lroa4 ReU,._., loari. 

Cer\aln 1acal probl•• • la oonaeo,lon wlth t bo tea prowtatoaa 

Of \be propoM4 btll ... ,.. dhov.uecl brhtlv. 1\ W&a &I!J'H d \bat \ be 

auezaqa tor \he li&llroao. PeU,._o t lloe.rd an4 t be 'lreaiNIY Depart ­

... , ....ua &e t we-ther for & tur\ber .uecu .. too of \be .. lep l 

prolll••· 

fb. dteou .. l oa of \be actuaJ'lul 801!.D4aua of t be Jl"Opoeod 'btll 

oeatareot a~ tbe ftluaUoo ao.-...pU oaa upon •blob llr. L&UMr'a 

oon n.-.. waH baM4, aod t ba n,..,. .. la..,.4.a to abo• t bat lf 

\he rallreoo4a bU 'beeo oonre4 wader \be Social kcnu'H 7 act , H 

-..14 ••• tbe Ge'l'e..-t aliena\ $1.2 allltoa ....,..117 l n aclcllttoD to 

the Sootal '-'rl , ,. t un. 

IIJ'. t.a\l .. r ' • oo n tlF•• • n• 'tue4 'lq>OD t he a aw:apU on \bat 

r a ll1'084 ...,1~ ... o\b.,. t baD t ho ee r a Urecl oa acoo=t of clhabllUy , 

•O<lld HUH a t &&e 70. Stathtloe of prluta rallroa4 peoseto12 plane 

• •re pNMDtecl lA wpport of tbll a11•oUon , alU!oqtl H waa ada1Ued 

t ba\ t he rul•• 664 recnl a tloea co•eralag tboee prtwate r a t l roed poa­
eloa plaae wore eQOb that t ba oxperleaoo waa aot dlreotl~ appltoa'ble 

to \he pnpoll4 reU..-at p lazl. IIJ'. Oleoa a\dad Ul&t tbq wan u ­

~\~ 0 ... \1"1 oa \bta toe• aa4 oli&J'l7 tilloated \bat M -· DOt 

d Ulac te •tn&&17 uten4 \be eattaahe. llr, .U- yer •IIF••H4 

4.U' alle1lt tiM aa ' Nee of tbe • • -pUon ta napeot '• • ••rap ..... 

u..-., ..,. . 
.t.nar - , ... ,t-.tac 1& r i&IU'4 to the •utteraa\1&1• of .as 

po.--t at u. nU~ ,.,..u -., .... tba o11\ of uow e-u~ 

'taMitt• ..t tiM walu of £ooi.Al G-l\7 tu:ea, • • &JIPlleol ta tM 

nllrMila, • · Latuer ada1Uecl tbat \bla Uft-\1&1 \aolc l o te 

I 

, 
. It• ...., ~•·/~ lll..u J 
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.. _, _,_. ~ Uffo..-o la .. n Qriac ~ tlret tor\¥ ,..,.. 
u£ Ua\ p1'01Nllll7 • UMl'll\1 4UfonaUal -u ~~ aboq. (I 
loan .U.. o~\alud. ~ 1Ato-Uoa tlrM llr, GlMII oa \hh 
pelA\ , Alcl t...,_ \hd \ hh 41ffoJ'MUal •• ell....._ ~ ...,....ia& 
~loa pre_, ftl'M of Soolal '-1\7 \ano Alcl ~-oti\o la I'OIJIM' 
\o ,..._, 1'1lllna4 ta~plopoo oalT· la o\llar wl'lo , Mac-\ 
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• •• \alta of \he tao\ Uoac \ano •l:lleh ~cl 'liD •llMWcl t.a r .. poac 
\o - M\raa\o la\o 'he railnacl la4 .. \J'7 wnlcl 'liD .-A .,,.. \MA 
11lffle1 .. , \o pro.icle \hw ~•••f1\o whiah DIW oa\raa\a weulcl roool••· 
'lho Ml\ of ~ ......,..- ~111 . .. \ ol"'llAicl oa \ hh - baoh, h " 
lnol ~.81 ~\ at Ula raiu..cl P"'J''ll . Ja o\hlr wrclo . U 
• ftl4 ....,.tro e. 18 ,_, of &he ~ ouala,p of pre_, l"'lll­
roacl -.,1.,..1 \o P"¥ tor ~ ~aaoft\1 wl:ISob U1a7 ~4 n•lw 
..Ur ~ pnpooo4 ~111. rue poreea\lcl 11 .. r1'N4 tlrM Ulalr ..... 
.ttpreo, Oloh wwo ll&ee4 • aa ann.,;e r oUr-..\ "CC o.t '10. 'lho 
41tronaUal Oloh Ill'. ta\ S..r otwwo \o 'liD nMUMJ'7 \o hluoo 
hh ooa\ flCU'n h ac~ly a •a..,..uw 41tforoaUal, • 1. o. , \!Ia 
One..-\ wlll 1 .. 1 J'l~ \baa ,po.lll oa &CIOUC of &he axol'llliOD 
o.t \!Ia l"'ll&.a.o f ... U. S..lal Sleor'l"' AC , , w:r. lA\S..r ~4 
•• -ala\oa\17 a'IIJIO\ lt \hlo .._.u .. 41ffona\ 1al •or• aclclwcl 
\o \ho 011\ of \M pi'OpOM ltUl. ) 

Jf .. ...ap\ Mr. La\t.er•o •al ua\lOil ao~\to• la roopoo' \ o 
\he awraco ro\1~\ ace and. oonolclor ao uitfonn,l&l on aoeouftt 
of \he uolaatoa of l"'lll roaclo rroa \ho Soolal SIOII.J'1V Ao\, table A 
of Ill'. La\ta.'o -I"AAI41w llloowa \!Ia\ \he \&a r••-• prowlclocl 
....._ \he ,...,. .... ~Ul ~4 'liD lD .. .tttoloa\ \0 •••' \he Maaf1\ .,..,_, • .,._. u.. ,..,. U47, aac1 \!Ia' o.. a S .,.,_, ro11rn 'liD all 
\he Clew_, ~4 ~~ roq'lllro4 \0 ooa\rth\o •ro \haD $30 a1111oa 
·-·11.7 at\or 1181. If \he ""' ra\ao lllo1d.4 'Ill 1114J'aaao4 \0 a. 
laftl ' .,.,._,, aa4 lf proooa\ raSlroacl poaalonera .. re ro\aial4 
lA \ba 1'1lllna4 JIOI&UOD rolh, Chw pliUI WO'Ill4 M AJ)pro.ltlaa\olJ Mlf· 
-.pper\lac (aalllll .. \IN aur-.. ro \11·- • &~:• of 70) . 

03V i3~)3H 

~t' >• • J I •M 

r .,... "' ., T . . . • 

....... 
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OI'I'ICIE 0. 
THK H C:M:TARY C:W THE TMA8UIO' 

llarch 18, 19)7. 

!fOOllAN!lllll FOR T!{E SECRErAJ!I: 

.la you asked a few days ago, I have taken 
up ritb our Custo.s people tbe aatter ut secur­
ia& agre .. ents "Oitb other countries aiaUar to 
that recently cons\lllllated between this country 
and France with respect to cooporation 1n the 
suppression or Customs frauds . 

Jlr. Gor man hu now written to Wait at Paris , 
Lens at Montreal, and Creighton at Sen Ant onio, 
Te:zaa , suggesting that they take up t be matter 
informally with tbe appropriat e cuato.a ofticie.ls 
1n tbe countries within their reopecti•e juris­
dictions. Tbia rill include Belgium, Ebgland, 
Canada , and llexico . I attach copies ot llr . 
Gort1811 1 a letters, and rill of course lcaep :vou 
posted aa to further developments. 

GRAVES . 
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CO.IFi ll::JTI.U. 

llr. Bei'MJ'd. 'kit , 
Supenh1~~& TNawry 4ttocho, 
Pari•. rr •. u ... 

IIU'oh 17, 1911 

' 
I l ean, thrOU«)l Nr . Groft o, thot tbo Soorot~ry hao ox­

pNoood. ld.ool t a o bo1111C - •h plouod. w1t b tho cc..--tioa 
ot tAo ac,._,.t: o-red 1Dt.o oa lleMabor 16, l aot , bo-a 
t hh a b7 ADd , ,.._ with ros,..t: to tho suppruoicm ot 
01lstoM ~· 1a tho Nopoot1.,.. - t r l oo, - ud. hoo 1JICIU1rod. 
wbotlloor a ppropriate ot opo oou ld. DOt bo t o.k.on looldJic to tho 
t....J.atl- ot daUU' acre-t:• w-ith Groat llrit ala, Bo1,1- , 
or otbor o...trloo, that alsht be t aTorahlJ dlopoaod t o ouoh 

aa appr•oll• 

Si.Aoo tbe rr...u aero-at: l&J"Pl7 hod i ta ao•oh 1a 
7011r _.,.r•tl-• w1U. tlloo JPn noh otflelalo rol ot1.,. to the 
tural.aJ.ac at aertala d-tary nldo- 1D t ho O.ldbor5 
Moo, i t -r...s to \l o bero 1A Walhla&toa thot olall&J' 1D­
tol'lllll ahol.....,. - r k • TOfU port: w1 tb t he appropriate 
t .... lp ott1o1ala la lelp- ud. lllcl&Dd , • • U..o buh t or 
t M t-.latl- ot u ac..-t:, d allar 1a a ll r11poot:a to 
the - witA Fro..M, 'WCNld hoft ... oh ottaot . 

Whllo o t oourM tho oiohan&O ot •.nt ...... t 101l bo&r1111C on 
aaroot1o oaooo 11 ot tlrot: ~oo, t or obtioua roa .... 
wo would aot: _,t to p ft • pbaoh to u r lftD ..,kl -tioa 
ot that pbaao, - •roll r oter to t ho oxah&IIP ot 1atorat10JI 
•·-~ 11spert1 sad oxport:o whloh al,~~;ht to.o111toto t be 
•ppro•ll- ot -"1111C ol traM 1A the other ......,try. 

I all...U •JOP"ol&to an oarl7 oxpN .. lon ot 7ou.r n ow• 
- t M .. bjoe\o 
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COIP'I Dnri .U. 

.,. • n.r J . Lorna, 
Uaitad Stat .. freaoa.,. .tttaohe, 
aU Caatla 1u1ldlJIC, 
l!oatreal, CUitda. 

..,.. 1?, lN7 

I laara, tllr oup ltr. Ora'"•• t llat t ile 8aar•ta'7 •• ax• 
preoaad lda.ult ao belJIC atcll pleated trl th t ile c-tl• 
at \he a&r•-•t nta .... lata ""' Doo...-r 16, ltM, ba-a 
U.h -V7 &lid PI-•· witll reopen ta t he auppreui oa at 
•'"- tr.4a 1a the reopaatl- o.....,t rlaa, and lilao l:l'!llirWd 
wMther ap;>rwprtata atapa cculd 110t be taiiJan loeld.D.& to the 
r-u.ucm ot alallar .. ,...-ta with other -.atrl .. that 
alpt be tnora'bl)" dh~ad to aaolo aa a pproeoh . 

Iaoidaatall)", I -r atato t hat the I'Naoll a&ra-~>t 
l ara})" la4 i ta c•••h 1n oo.-natloaa _. 'bt' llr. ••it with 
h'aAob ott1o1ala reldi'N to the turniallinc 'bt' i t at oertala 
d-tu)" ..n•- 1n tile O.ldb&rc oaea, Uld U.a turaia~ 
'bt' 'tllia """''1'7 ot .. rtat,. and•- deairad by the I"''Waaal 
G ... .--at. la "lin ot t llio, I !law tllh dq writtaa 11r. 
'llt.it -cca~ tllt.t be ialtlata ala1 l ar iato,...l aiaaio~ 
work trltlo t a. .,...,riata t ore1p ot t l o lala 1.11 lelci• &Dil 
Jaclaal, a• the bath t or the tol"JJ!Ulatioa ot • v •••ato 1tl tlo 
thou oOW>triaa oiaUar 1n all roapeato t.o the one wi th 
rraa.oa. 

It haa oc ... rred to •• bar• ~~~ Waall1ncto• t hat you ait;bt 
be la poaUl • ta 1ator.al l)" a--.1 CNt the q prapriata Cuad­
iaa atthlala • tlila oaltjaet, aapeelall)" tllooa oll&r&M tr1 th 
--cellae eatw-.t, - pl"'rri.., tb"7 are la .,..,..t. wltll •* u ~~~ 1 t, _. jola with t-l a arr1"11nr; at -,..,...Ill• plaa u.at aaa be pn lata affan wttlleolt \he 1ataftl1-•ll1• ... lq atoll u-llT attulooa ltaolt to nab -.urea, 

'IIUla et -• tilt axoballp at latoratl• ......,.. • 
....,..tlo .... 1o of tirat iape...._, tor -"1•• ,..._. ,.. 
-u aot ..at to ct- ... b .. la to aor nea ....,. -u- ot 
tbat ,..._, - at .rt!T ratar to tba ax....._. ot latoratl• 
-nU.ac S...Orta uol axparta whh~ Ucllt IUU1tato tba 
ftp,...aai• at laJlU11ac or trn4 1a tlila ...,.r --'17• 

23S 
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I *•l• •n•Mk• • -ly 111r•ul• el ,_ '11-
• tiM ~--· I alcll' ... tMt I llaw wl.._ C...~ _..u.c .Wlar bt.-1 ,..,......,."- • -.ta ,_. wltll 

"''" 1 etrhlab .r •111•• 

... 
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C JIPJIIIIII'LU. 

Ill", H, S , Cre1cJ1~, 
SllpenlalJIC C...toou Ac ... t, 
p, o. - 888, 
Saa .t.ato.Ue, taxu. 

....... 11. 1817 

I 1eana, t hMiq)> Ill'. O...no, U.t t ile s ..... ta.,. hao e,.. 
pNoael ll1 ... 1t u bell>£ - •h p1•oecl w1U. <M 00111 tioa 
of tile ev-.t ..teNd 1.ati OD De--r 111, 1tM, be-­
thlo -t!T ...S fn.a., witll Napeet te tile i11ppNaaioa of 
.... toou trall4e 1D tile ... e,..t1n 00Wltr1u, &lid hu 1DqlliN4 
•lletller appropriate atapo ood 4 aot be take n 1ootbt; te the 
t~at1oa ot li1Jd1..- ac--t· with ota.er ........ Vi•• that 
at,ht be ta-..'bl7 41apoeecl to MOll u appNeoh. 

Iao14utelq, I Mlf eta te tile. t the FreMh a,;re-llt hrli• 
1¥ ha4 ita leMaii 1a -.eraatio.u hall bJ llr. Watt with f reaell 
ott1c1.ala Nlatin to tlla tl.lrlliihint bJ 1t ot oerta.iD d-t­
a.,. n i 4- 1a tlla Oel<lber, ...... ud t he l'llrai ah1ac bJ th1a 
.-..,.of Hrl:aia i'ft4- 4ea1re4 bJ tlla Preuh Gon.-ato 
Ia ~- ot thia, I Jan t bh <1111 writtea Ill" . Wo.1t Sll&l'8t1Jic 
t hat be 1.ait1.ate aim.lar 1Dto.-l aiui_,. work with the 
appNfrlate toraip ottioiala 111 lli1l1• Ul4 -l...s, •• the 
baah tor u. t....W.tica at -v-t• witll tho• o-ri .. 
a1ail..- 1.a a ll Nape.ta to tile o,. with rr.-. 

It baa ooeurracl to IIi beN 1a Wo.a111J1Cton that pou aipt 
be 1.a a poalt1CIII to 1Dto.-lq a.....t wt the a pprepriate .. ,... 
1oaa ott1a1ala 011 the nl>J•'• .. ,..1a11.p tho• cbarlecl with 
--clllJIC -.tw II nt, • aad, pri't'14M thip iN 111 .,.,..tq 
with •ill aa acr'i t., Jo1.a with thea 1D arriYiJt& at -
worltable p1u that oaa ba put 1ato a t r .. t wtthe11t the 111tar­
aiaab1e 4a11Q' 11111ob ..... 117 attaohii 1tae1t to noll M&MINio 

111l1l• .r _,... tile uoii&JIC• ot tar .... u .. -.nne • 
aareet.1a oa•• 1a ot ttrat ,.,...__, t or olrt1.•• ,...._ - -1• eat _., te ,tn _,..,b te .. ,. .- lllllb -u• 
at Uaat. ,_ .. , 'list •n}T ..arw te t.M n t ace at iatHati• 
-rat,. ~ _. .,...rta whioll .spt. taa1Uta• tile •p-
preut• at Ul1JIC ar tnoo4 1.a tile ot.Mr II lifo 
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11r. Heo.rr llorgentbau, Jr . 
Cloister Hotel 
Sea leland, Georgia 

Dear llr. llora;entbaw 

'240 

larch 18, 19&7 

Tbia is 1D response to your quaati011as .l, lbat 1a ~ with 
the lagnar Bouai.Dg Bill; B, l'r011 a IIOUIId ti.DaDcial ataodpoi.Dt what 
should the bill do to proaote, 

l. alua clearance (recl.aaation) 
2. prO't'ieiOD Of l ow-coat (low-rent) houai.Dc. 

Jhat io mmg 1fith the !vptr Houaing Bill 

In general; it denounces al1111e and substandard houal.Dc, but 
aakas no effective provision tor deali.Dg with thee; it axpreaaee con­
cern for taal.liee of low inCOH 1 but its provieiOllS are designed to 
benefit ool7 the •eubaietence• atratua or our population, i.e., tboae 
who are alaoet eelt-euppcrti.Dg, not the pooraet; it would tend to 
perpetuate eubatandard wagaa 1D the neated trades; 1t would cOIIcao­
trat.e Federal expeodituree upon new cooatructi011 011 vacant laod at a 
tiM when e building boOII aaeu to be atarti.Dg, eo accentuati.Dg that 
boOII - aod the aubaequent recaaeion; it prO't'idaa a aubaid7 •arioua~ 
uU..ted at tr011 6~ to 1.26~, aaid by it. 4rat1.er to be 1001', which 
will contribute to the alread7 riai.Dg coat or Mtariala and conatruo­
tion , ao Mlc1Dg l~ bou.oi.Dg aore ditticult; 1t reliana borronra 
(local public houai.Dg agenoha) or ~ ti.Dancial reaponaibUity, ao 
teepti.Dg to extravagance, wasta and worea; 1t pro'fidee tor edainiat.re­
tion by a board, eo aeking aaaiar ettectiYe political and ti.Dancial 
preaaura, and paaai.D& or reaponaibility. 

llore apaciti~, 

1. The hill deale with oo1,y e part ot the eteted 
probl•. Theref ore it oan not aol•e that probl•• 
Ire s. Robbins, counsel ot tba lew Iork State 
Board ot Houai.Dc , in hie Diceet ot the llper-8teagall 
Bouai.Dc Bill, -tiona the word •al>a• ooJ.,y ceca. a. 
..,.. •Low rent bouai.Dc az include alua ~a. UlldU'­takl.D&•·· (The 11114ao~ 1a aiDe). 
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Mr. Henry Morgentbau, Jr. (2) S/l6/'f>7 

2 . The part ot the probla. with which the bill deale 
doubtless appeared to be the aaeier part. - construc­
tioc ot new houses on neant land. !Yen thia part, 
how&Ter, can not be carried to an,. wortlnrhlle con­
elusion without integrati.J>B it with the other part -
elua r eelamation. Theoretical.l.J', ot cours e, the 
bill permits erection ot new low-rent housing on 
cleared alum s ites. But the t erms ot the bill would 
ll&ke sucb procedure exceptional, 

AnT expectation that new houaing on ..acant land 
will drain the slums diareaards experience. Slua 
populatioca in our industrial cities decreased during 
and attar the World .. ar because ot r estrict ion ot ia­
aiaration - projlpering taailiea aOYed out, tew new 
r ecruits cue in. But the eediaoent, the peru.nent 
el\lll population reiiiAined even during times or houeiq 
aurplua , During the depreuion f&lllilles who had 
aoved out, &DYed bsek. 
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'f>, The bill ia still, in this third year of its appear­
ance, easentiellT an e~~~&rgenc,. aaasure. It speake ot 
bueinesa stapation and ot uneapl~ent. Tiaea han 
ch&naed. lie seem to be at t he beainning ot a buildiq 
~. at1ld 1q II& teriela ba .. e ria en in price to an 
extent that aateri~ increases coat ot conatruction. 
Batiaatea on future cocatruction aasuae a continued and 
eharp rise in prices ot Mteriels. So .. produeera toclq 
are unable to keep up with orders. The bulld1na tradea 
are now tairlT well eaplO)'ed. Prophecies are that 
there aoon will be a shortece ot alc1lled building labor. 
In all thia aovern-ent houaillg haa, as ,.at, had no 
appreciable pert. 

o&. U tha bill were to ha'" the deaiped affect nt etiwlatinc 
new cCDetruction on vacant land - without cauaiq ala 
reclaatioc, it would, to tba extent it i.s successful, 
t.D4 to dateat its om purpose . Duriq tbe naxt t wo or 
three Te&r& it would: 

{a) accentuete the bcoa, cause an additioD&l. r iae 
in construction costa and ao aalte prondon 
ot low- rent houainc aore difficult. 
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(b) nppl-t the product. or pri'fate 
eoterpriae and eo ai•e WI eOODer an 
apparent aurplua or d .. llinge, i. e., 
Tecent dwellinge. !'hie surplu rill 
be in tenaa or quantity, not quality -
the elllu rill reain. 

(c) cawse an inehtent deund that gOTern­
ment ceeee oo•peting rltb the Tecant 
bouaee owned by taxpayers. '!'he probable 
raault rill be a &lowing down, perbape 
nan a stopping or the public bouaillc 
prograa berore it bee secured either an 
edeqwste eupply or lo.o-rent dwellings or 
bed any appreo.ieble effect in elua 
recluation. 

5 . the bill would not help the poor. Evan eo.a or ite 
ad•ooataa ad.ait that it ie designed to banerit only 
the •aubai.eteoce• etratua or our popu.lation. Tba 
poor JNat be latt to ralier. But reller cen not 
build and .aaage bouaaa. 

8. It would balp to perpetuate l ow wegee in tba .... tact 
tred•• by proldeing to prOTide, at the expeDae or tax­
payers through eubeidiaa, n .. dwallinge "rltbin tbair 
rinancial reecb•. 
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7. It would tand to create dirrioult and irritetq .anace­
Mnt and political probleu by nece ... w s .. RCb -llllree 
u tbe •aane teet. Tba • eane teet rorcee a boue1ng 81&07 
to adopt tba procedure and techni que or a reller 8181107• 
In Jbcland ite application to boueing bae caued "urobaa• 
and d-atrationa. 

a . It -ad create 1lbola eubaidiaad areu that are Maittad 
to ba non-eelr-nppcrt.111c. !hi ... tccetber rltb tM 
nba14y ao oaut.rGctiao coeta and the cau~t lia1ta­
tiao aa ..-te and aa the inc- or teoante, would orMte 
probl- ill -'.cipal dnelos--t, Minteoanoe and ad­
llin.iatratiao. 
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9. Ita !iD&ncU&l prorteiODS are not clear. !t a -u 
conterence before the bill was introduced the etata­
IWit • •• ude tbet under this bill the Federal 
cov-t could loan all the capital that ie needed 
tor a project, a:ad than itealt pe,y the interest OD 
this loan a:ad uortise it. At a public -tinl OD 
ll&rch 8, seater llqner •a aeoret&Z')' said tha bill 
proYidea !or a 1~ aubaid;r. Persons who baTe studied 
the bill ditfer . Soae aq it provides a~~~ eubei~, 
aoooe ea7 that a cleTer borrower could get !or nothing 
11~ to lUJ o! the coat o! a project. 

10. It upoaes Uttle or no financial obligation on the 

borrower. Therefore it teapta to extranganoe a:ad 

waste, 1t not worse. 
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11. It dirldee reaponeibillt,' !or ad•lntatration uoac 
three persona. Tbie Mltee it easier to trlng polltieal 
or tiD&noial preeeure to bear, a:ad ll&kee it easier !or 
each o! the three to ehitt reaponeibillt," • 

.I 

lroa a oqnpd t1p•pgia1 point ot rlt!. • hAt. ahqu14 the b1 1J 

do t.o prowot.f1 

1. §lw cl•an.nc• (aql•rt.tgp) 

2. rrmaiop or 101 coat (low-nptl bqy&w. 

In cceral; the bill should provide tor a balanced procru ot 

elua reclaaation a:ad rehousing with the po .. ib1Ut7 o! pr0Tid1Jic ..s~ 
ditional low-not houainl when cODditiODe warrant a:ad, without at'teot­

inl the reoU..tion a:ad rehoueinl lJl'<llr&a, cutting dOIIIl or cuttinc 
out ..Sditional boule bW.ldinl 1t a:ad when cODditione do not warrant 
continuuoeJ it ahould prOTide dat1nital7 tor all incoooe cl'llhe trw 
the lowest up to ealt-l!llppertiDcJ it ebould ..,counce, not check, 
IUlbitica a:ad • rieinl ataod&rd o! un. on the part o! t.MteJ it 
ehould utillM Fedaral earpendituru eo that thq _, 110at et!eotinq 
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pro.ote ..l!sUoD &11111 reclaation aDd prorlaion ot low-rent houaiag 
in teru or~ conditiona or U.... and plece; it shoul4 
utilize grants (subsidies) so that tha:y u,:y correct abuaaa, · 
ella1nate cooti.nuinc erll cooditiona t bat are lw>d1cape, and 
de!raJ" expenaaa inherent in gonrn .. nta1 operation; it ahoul4 
require loca1 t1nancia1 participation in order to check 
extravagance and waste; it ahoul4 concentrate power and 
reaponaibillt7 tor adainiatration o! the Federal Housiag !uthorit:y 
in a single director or adainiatrator who can be held to strict 
account. 

l. !be bill should prorlde ! or a detiaite procna ot 
alua reclaii8U.on, acco.penied h7 o pr<>grea tor tba 
rehousing o! those wboae alua dwellings are 
duollahed. 

Slua r eol.aution aeana redevelopaaant ot the 
aite tor a use thot will aerYe the interest& ot 
the oo.amitr and the neighborhood . Tbie etten dou w aaan low-rant housiag. ConaequanUr a reolaa­
tion pr~raa ..... t be accoapanJ.ed h7 a progra. that 
will aaaure other dwel.llrlca to the de-housed. fbaea 
other dwelll.ngs as:y be on the - site, otteo tha:y 
will be a1aewbare. 'tbe:y 8Af be "" dwel.llrlce or tha:y 
aq be reooadl.tioned old dwa1lings; the:y aq be 
erected or recooditiooed h7 the public houaiag acen117, 
or tha:y as:y be in printa owoerahip. 

In other words: .tnua reclaastioo aee.na !i.ndiag 
and putting into etraot the b!•t uae tor the ai te. 
RehouaJ.ng aee.no, ti.ndiag and utillziag the b!•t lite 
tor low-rent howling. Tbeee are two distinct but oo.­
pl ... otar:y aotJ.rlties . leither one ~ be carried to 
a conoluaion without the other. 

!be conu-nce ot the al- will cbeclt houaa coa­
at.ruction before there 18 an adequate auppl;f o! lood 
dwalllnga, tor the alu will continue to be occupied, 
ita rente will be reduced to the axteot neeeaaar:y to 
lllldereut 10od dwalllnga, ao there will be ne&llt dwaU­
iaga, an apparent aurplua , before the reel naad baa 
beeo aat. IAok ot 10od low-rent housing will check 
alu rael.aation. 
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Reconditioned houses !ora inter18 houain(. Tbe7 
M7 be uaed to postpone duolltions and eonsequ.nt 
repl.ac&llents during a period o! shortage or high buil4-
ing coste. llaanwhlle , because the7 cost le88 and 
therefore may be rented for less, they make easier the 
econollic readjustment or former sl\11 dwellers . 

This prograa ia sounder, both econollicall7 and 
soclell7, tb&n one which coateaplates transferring a 
e1- population en aease direet17 !roe the worst dwell­
ings in the co..un.it7 to brand new dwell1ngs. Tbeae new 
dwelllnga should be superior in the eaeentiela o! good 
housing to MD)' existing dwellings that are ..,t ripe 
tor deaolltion and that are and w1ll continue to be oc­
cupied b)' ael!-aupportinl !aail iee. 

Such a prograa eppeera to be possible under tbe 
proposed aJilendJOent to the !few Iork State Housing Law 
{llos. 129, lUll , Int . l 29 . Ill Ass8lllbl)' 1enWlcy lS, 19117) . 
'l!hile its language ie somewhat confuaed, it de!initel.7 
recognizee and providee tor 81- recluation as distinct 
tr011t provision of low-rent housing . 

2 . The bill should provide tor cmstruet1on of additioael 
low-rent dwell1nga wban there 18 a shortage that will not 
otherwise be reaedied. 

s. It should def1nite1J prOvide tor the recondit1oa1Di of 
ex18ting houaea when thie ie desirable end practicable. 

• · It should de!initel.7 perait writing-down coat or eite 
acquisition to new uae Y&lue . 11ben the new uae w1ll 
produce a h14th inc ... this w1ll not be neceall&lT. a&t 
it the beet uaa for a eite ie low-income producini , the 
the new uae can not abaorh the coat or acquiring aDd 
el1a1nating present 1nco~~e-produe1ng {though substandard) 
structures. Therefore subeid7 in this tors is sOUDd 
both eeonoll1call7 and soc1al17. 

s. I t should praoide definiteq, not for a • aubaiatenoe• 
stratus to wboa a allghtlJ lowered rwnt ..ana adequate 
raliet, but f or \be Sllch larger part of our populat1<a 
whose need includes adequate food and clothinc end ._ 
tiaea ~ reDt. 
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It will aake this provieion, not by co.l18~tion 
subai<!T ( whioh would at ~at aeet onl7 part of the need 
and which in tact would so in pert or in whole to 
builders , not to tenante) , or by a r ent subsidy {which 
otters tfllllptatione to pri...,te landlords and ie nrr 
ditticult to adainister in public housing estates) , but 
by providing proper dwellings at the lonst coat coo­
sistant with avoidance of a deficit. This ie the 
proper fwction ot public housing. .l public recla8atiott 
and housing qencr can prorlde houses at reduced rental.AI 
by utilising low-interest public •01187 • 

.&a.l.ttedl7 114117 f a.iliea can not afford even the 
reduced rents. !hey could not afford ranta t.bat a ctuallr 
were cut in halt b)' eubeidr. Jilyen it houses were prOY ided 
rent free, there are many faailies who require other 
assistance. In other words, when one goes ~low the line 
ot self-support - which inaludes ability to pe¥ an 
econo.tc rent tor a proper dwelling , there are infinite 
gr adations in the requireaente tor r elief. 

To provide for a saall proportion of theee faailies 
through the relief given b)' housing sube1dy, HMs the 
introduction ot a aua~raoae and inarfeative .. thad*, 
forces the houaJ.nc qency to adopt a technique alien to 
ita purpoae, diTidee reeponaibUity with the relief 
qanciee and eo prevents the lattar ~l.ng held accOIIDt.-
able for results. !hair obJectin ia fa.tly reba bill tat1011. 
In this th"1 can ~ aided b)' having aa a reeource, an 
adequate aup~ of proper dwellings. But tbe7 should ~ 
tree in dealing with their clienta to select an;y proper 
dwelling, whether in publiC> or in private ownerahip, to 
take advantage o.t opportunities in the war of locatioo 
aa well aa r«>t ecale. They ehould ~ tree to per.it 
their oliante to Uve uong eelf-suppor ting fuilies , 
not ~ Ulldar ooapuleion to put th .. in designated dwellinga 
or in a ooaunity ot eubeidiled dwellinga that will 

*Illuetreti're ie the provieion in the l apar td.ll, 
See. 2 (1) po~~a 4, linea 1-8, U.t t1ng the inooooea ot 
proepeetiYe tenants. In actw.l practice thie ~ 
operate qui ta contrary to the in teo t . 
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bec011e lalown aa a glor1t1ed poor hauae end in which 
their relatione with their cli0111ts will be complica­
ted bw the interrention or another reliet aaenc;r in 
the guise or a lendlord. 

It is to be noted thet the proposed write-down 
or Bite acquieition coat ism a housing aubaJ.dT. 
It is a re£1 ••tiop aubeid7. Ita purpoae ia ~ to 
red.uce rente, it .11 to brina tile site into e cooatruc­
the use that w1ll benefit the caDllDit;r and the 
neighborhood. It would be a ~ aubeid7 1t the 
site ware dooated tor a public park or PI.anr<>omd· 
It would be a lesser aubaidT 1t the aite ware con•erted 
to such a use as autoaoblle parJdn& or a atoraae ,.ard. 
U low-rent bouain& 1a put on such a wri tten-<lown 
site, it will be because that use ot the site eerrea 
the co•unit;r better than eDT other use - otherwise the 
boueea would be put elsewhere. So the subaidT is ..!!.21; 
a houaW subsid7. 

6 . The bill ehould pamit the local housing authorit;r to 
adapt ita proaram to local needs, emphasizing alua 
reclamation or providon ot low-rent housing as circua­
atencea warrant. 

7. It should Mite ita grants appq to those !actors in the 
prccr .. trOll wbieh no return a:r legiti&atelJ' be 
expected; aa, the wipinc out or eubetendard but incoee­
producing structures; the writing-<lown or coste or 
sites which because ot ower-intenabe dnelopMDt, lecal 
c<apllcatioo.a, or other reeaooa are higher than the new 
use warrants; or tor adainietrati-ra axpenaes inher•t 
in gowet'IIIMilt operation. It should ID ll&lce grente on 
c<mBtruction coste, because, IJIODg other reaaooa, auch 
grante will tend to i.gcreaae cooatruction coste. 

lhile the public hcuaing proar .. is sll811, eueh in­
creases would probablT attect 001¥ the project to which 
the;r are applied. But 1t the proaraa uauaes propor­
tions adequate to ita purpoas , the;r llight raise construc­
tion coats ganarallT. 

8 . The bill should require s011e participation in tinanoial 
reaponaibllitr b)' the borrower in order to cMck 
teadanciea w.rd utrancance and waste. 

At preaect it 1a not to be expected that atatea or 
cities w1ll adnnce part or the capital, tor haUl 
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JlsS 

f'i.D.anci&l aDd bcal reaaooa. It M:f be t.be part of 
nedoe t or tba Federal con..-t to 1'&7 the interest 
oo i te loena , u I UDderst&Dd tba l.,.ner bill pro'rldea. 
But tbe ~rrower ahould at leas t a.orthe the capital 
Talue of the loan out of r aTenuea. fbia requireaant ia 
not ool7 !air, but 1t should b&Te tba good affect 
of' .uinc tba borrower eooaidbl' reletionahip betlreell 
coste &ad expected rennuea . 

fbia requiruent should not be baaed upon tbe 
reTenue fro• a particular pr oject, but upon all 
r&Tenuae troa all projects UDder tbe borrower's coo­
trol. r or in al.• recl.aaatiOD certa.l.D projects M:f 
well produce llttla or no rennue it t.be)" aerTa tbair 
pri.Jia.r7 purpose ot aubetituting lood collditione tor 
bed ones . But the lou on thea ehould be .ada up b7 
protits on otbar pr ojects . Therefore tbe uortization 
should be on tbe t otal borroeinge, irreap&ctiTe of tba 
indi'rldual projects on whicb the proceeds ere epent. 

9 . In addition to f'i.D.ancial participation, tba borrower, 
or the coamunity that asks tor a demonstration project, 
should not only deaonatrste the need, but should present 
eTidenee t hat regulatory len UDder the pollee power, 
s etting w!n!wm at&Ddarde t or constructioo &ad aaintenance, 
are being entorced. For the Federal gonxDWDt should 
not finance slua reclaaetion it new aluaa are aeanwhila 
crested, nor ti.D.ance good houeing while jerry-built 
houeing 1a peraitted • 

.&dal.ttedl7 s ucb r~te would aloe dam the 
procru at t he s tart , but oTSr a period ot tnnt7 7eara 
the7 would cauee • ore alua r eol.aaation and aore new &ood 
housing than will be poaai ble without th ... 

10. Last, the responsible baed of' the Federal BoueJ.ng Autborit;y 
should be an indiTidual with adequate ponra, who can be 
bald atricU,. accountable . !'ha job requires both 1n1 tie­
tiTs and t he ability to aa,. "lo• . In aoae ways it rlll 
require tireleaa en81'17 in promoting conatruotiTe actica. 
In othar "78 1t will reqnire &reat cour&&a 1n r etllaina 
HqUsta. 

Sincaral)", 

JOBI IBLD!Il 
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COinBI!UL nt.ll_ 

FEOLRAL. AESEAVE BANI< 

O F NEW \·aRK 

DATE Weptb 1.8, l.IJ'I'e. 

:OI..&J£CT fiLII'BOI.J_CQI'f-.rU. 

llr. Caripel ..Uocl at llaU. Be nated \hat 1a IIJ!to or 

\be ~-~bl.e tb~ b&4 b&4 1a Pario oa Wedae.u;r, th!qa ooett.a•ed to 

ao nt1daetor11T· .... OD WedDe.u;r, althclatb the a&l'ket wu •• 

a bit, thtrT 414 DO\ ~e to laterYee d all, be ..S.4, but, •• a 

2.49 
,? 

••"er ot tao~. were we abl._ at tho •4 ot the a.,, to baT a .-all 

-~ ot t'onlp ftC!ba&e. Yenu4q he ~ take 1a abalat IIIOO,OOOJ 

t odq it waa •n th• that. I •*ed• wb..etber h'rtna the th1aa •• a 

'llbole he waa Mtiafted with the wq toreip aohMI• had -• back. 

C.r1a .. l repll .. •.&b•llRe~T, ~ ODl.7 Wilh 1a that 1t aboul.d -tt.aae.• 

I auaeated that. uooi'Ci.IC to t1prea tld.ab we had ---.he •at ~e 

reOOYared •n tua ao,ooo,ooo. Cari&Uel replied that, t.acbadJ..q the 

&old, U waa •n \be ~~ aa a -~ ot teet, aearl7 &4010001 000. 

I aaked &ether~ aol4 tlbiab he puoehued ba4 ..-oat 1a Parie or 

abroad ed C&1'1pel repll .. -..u7 111 Pario ad -e 1a Bnuela.• 

Be th• roterred to hie oabl.e ot 7eetor«q, .tdilla that 

we wore to reeein ta,ooo,OOO ~ boa the I~ tna C , z-r, 

Uld -ted to lmow tlhetbor the -• had -• Ia. I 1' .. 11 .. tllat w 

hM rooe1n4 .. ,ooo,ooo 1a olear1Jiaboaae t.da (the Ift'lal' • .. 

cheek) tlblob, aa tar aa we were -•emed, would 10 thl'oulh ~ 

book• ---· 
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. ' 

A person DOW aseoo1ate4 with one of the important 
Parie banke (and foraerly ClOTernor of the Bank of J'ranoe) 
has in extreme confidence proT1de4 the following figur es 
be has prepared on the subaoriptions to the Bational Defense 
Loan by the leading banks; 

1 . 7 billion franca by Credit Lyonnaia 

1 . 4 billion francs by the Bank of J'ranoe 
, , , , 1.0 billion franca by the societe Genera~e 

800 a1111cn franca by the Ocaptoir National d ' Eeooapte 
550 a1ll1on f rancs by the Credit Industrial et Commercial 
These aubtcriptiona malce a total of 5,450,000,000 france. 

AD 1tea of 300,000,000 aubeoribed by the GoTerDIII8nt "Oaieeea• 
for expense was added by bi.m to tbh amount, malcing a . total 
of e,eso,ooo,opo franca. There were of course subscrip­
tions froa many other French banks 1n addition t o the abOTe 
total. However, it is understood that tbe small capital 
bolder bas not subaoribed, the subsor1pt1ona coaing usually 
in fairly large sums. 

MY 1nforaant tells ae that bankers agree that there 
baa been practically no subaoripUon to the loan by foreip 
capital. 8w1taerland waa the source of considerable euas, 

but 
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bu.t t hiB wa s repatriated French capital, accorcling to 

hie understancling. An inTeatigation has been made by the 

bank with wh ich my c ontact ie aaaooiat~d as to the sources 

of the funds usecl to purohaae f r om it bonds which hacl been 

taken from the Treasury by the Bank itsel f. It i e t heir 

estimate that brokers ar bankers acting aa "interaediariea 

were the source of about 30 percent of the funda; the pro­

oeeda of arbitrage of other seour1t1es (principall y rentea 

of the French GoTernment) accounted far about 20 percent; 

END SJ:OT ION ONJ: . 

WILSON. 

U:Lft 
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PAIUPHRA81 OF 8ECTIOI8 TWO AND TIIRD OF TELIGIUK I O. 38. 
of March 19 , 1937, f r oa the American llllbassy, Pari e. 

Frenoh francs held in deposi t aooounts or doaestio hoar de 

accounted for 30 percent, and liquidation of foreign ex­

change produced ao percent only. The other bankers with 

whom my informant bas spoken agreed with his estimate ae 

to the sources of the subsoriptione. 

Foreign exchange was said to account for only ao 

percent; ther efore it would appear that if the full 10 1/3 

billion francs were subeoribed to the two tranche& which 

are limited to 8 billion trance, and should the Government 

(as is expected) issue a deoree stating that all funds 

above 8 billion francs and up to 10 1/3 billi on shall be 

retained, then the maximum of foreign exchange which 

ll could be calculated as "-*•lx~ being obtained for 

the stabilization tund through the loan would be two and 

a half billi on f r ancs - 1. e., ao percent of ten and a 

half billion. 

Froa day t o day I have reported that n o gol d we.e ac­

tuall y being r epatr iated as suoh into France and turned int o 

the B&nk of Franoe. 8uoh gold as the Bank bas reoeivM. 

domestically under the new regu~ations hae been principally 

in gold coin and in very small amounts. Jl,y inforaut 

above-aentioned, along with other banker a whom I have 

oon1ulted, think that one billion france is a generoua 

e8t1•te far the gold received under the n" r•gu1atioaa 

up to the ])resent tiae by the Bank. It would therefore 

app•ar 
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appear that around 3 billion francs is the extent to 
which the gold and foreign exchange resourc es of the ex­
change stabi lization fund have been restored. Before 
the influx accounting for the above figures started, it 
is certain that tbe stabilization fund was completely 
exhausted. It i s even suspected tbat tbe gold may have 
been borrowed from tbe Bank of France, wbioh bao ~d to 
be repaid out of t be figures mentioned above. Banking 
c ircleo do not think that any important amount of capital 
bas been r epatriated for any purpose other than sub­
scribing to tbe loan. 

Should the reflux of capi tnl into France now ceas e or 
assume small proportions as a result of political dis­
t urbances, it seems logical t hat there will not be an 
i mportant inoreaae in t he resourc es of the fund, and if 
really serious diffioulties should cause pressure on the 
franc, tbe fund would not provide f ormidable strength 
for its defense. However, it seems that the need• of the 
Treasury will be taken care of for the next two or three 
montba, since 8 billion frADOs are already aeaure4 an4 
perhaps more is likely to be taken froa the excess sub­
scriptions to the defense loan. In the next few months, 
therefore, it i e the monetary r ather than tbe financial 
o1tuatton which 1• likely to be the •ore vulnerable in 
eo far as J'rance III&Y be conoernect. 

1\:IID IBBUCU. 

WILBOI . 
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H.I.!.Jr: Hello . 

Uarch 19 , 1937. 
1: 03 P.U. 

urs .Klot z: -~ Hello. 

H.U.Jr: Hello. 

urs .Klotz ; ur. Taylor. 

H.U .Jr: !lay I ~uestion you about ~ bond market? 

Urs . Kl otz: Oh, yes. 

Ur.Tayl or: You spent some money t oday. 

H.II. Jr; Did I? 

T: Not much. 

H.I!.Jr: Yes. 

T: But more. 

H.IJ . J r: Yes. 

T: 

H .LI.Jr: 

T: 

H.W.Jr: 

T: 

H.IJ . J r: 

T: 

H.U.Jr: 

T: 

H. L!.Jr: 

T: 

H. Lt. Jr: 

T: 

Powerful little bit. Kill t he ten thirty seconds. 

Evening out. 

Not -- not really bad t hough. 

How much di d I spend? 

Between the two tour million. 

That ' s nothing. 

What? 

That's not bad. That 's all r ight . 

Oh, yee , and it doesn't -- the market doesn't f eel 
the way it did on t hose bad days. 

I eee. And you don' t see? 

No. 

All right . Anything else? 

Do you want the commoditi es and stocks? 
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H.U.Jr: 

T: 

H .LI.Jr: 

T: 

H.l.l.Jr: 

- 2-

Pardon me? 

Do you want commodi ties and stocks? 

It you please. 

Comcodit1es ott eighty-seven hundred. 

GOod. 

255 

T: Cotton down below fourteen cents . Fifty and ninety­
four . 

H.l.l. Jr: 

T: 

H.!.l.Jr: 

T: 

H .IJ .Jr: 

T: 

H.U.Jr: 

T: 

H.U.Jr: 

'1': 

H.U Jr: 

T: 

H.U.Jr: 

Good. 

Wheat off not quite a cent . No, wheat off more than 
a cent, corn not off quite a cent. 

And - e.h - stocks? 

Stooke? Turned up a little. Industrial's up. 

How about 

ur. Uagill ' s reels went up a half a poi nt. 

Row about bonds? 

Bonds? Up. That's a good figure . 

How much up about? 

Eight een hundred. 

Good. 

That's an hour l ate t hough. 

All right. Now --

'1': It seems as if -- that t here's not hing doing there. 

H.U.Jr: Who ' s solnS to tell me about taxes? 

T: Who would you like to talk to? 

H.U.Jr: Whoever's sot the figures -- Bartel t . 

Urs.Klotz : Ue.y I say somet hi ng i n between? 

R.U.Jr: Yee, 
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ura .Klot.z: 

H.!.i.Jr: 

K: 

!i .!J .Jr: 

K: 

Oliphant: 

H.!.!. J r : 

0 : 

H.U.Jr: 

0 : 

H .U .Jr: 

0 : 

H.U.Jr: 

0 : 

!! . u .Jr: 

0: 

H.U.Jr: 

0 : 

H.LI.Jr: 

0 : 

H .ll.Jr: 

0 : 

ur. Oliphant. has hie bat and 
KeeAan are waiting t or him. 
to him bef ore he goes? 

He goes -- I go? 

He go and I go . 

Sure. I'll t alk to him. 

All right.. 

Hello. 

coa t. on. Igoe and 
Do you want. t.o talk 

Hello, Her oen Where are you going? 

Going down t.o the Capitol to the Senate Restaurant 
t.o have luncheon with Igoe, Keenan and Helvering . 
We talked l t. over wi t h Graves , and that ' s t h e way 
we 're handl1.ng it.. 

At the Senat e Lunch Room. 

Yes. 

Why don 't you have 1t in the middle ot Pennsylvania 
Avenue? 

Wftll , that' s t he way Keenan wants to do it. 

Keenan? 

He i& 1n charge or the party. 

Well, have you seen his chargee yet? 

No. 

(Laughs) 

No, I haven't anything to report to you. 

well, it I may give a little advioe 

Yea. 

The Treasury is t erriblY hurt. to t hink that. the 
Department or Just i ce would 1nve&tigate us with­
out tirst giving us t he t aota. 

Yea. 
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H.U.Jr: 

0: 

H.U.Jr: 

0 : 

H.U.Jr: 

0 : 

H.ll.Jr: 

0: 

H.u. Jr : 

0 : 

H.IJ.Jr: 

0 : 

H.Ll.Jr: 

0 : 

H.U.Jr: 

0 : 

H.!J.Jr: 

O: 

H.l!.Jr: 

0 : 

!i.!J.Jr : 

0 : 

H.14.Jr: 

0: 

- 4-

See? 

Yea. 

Terribly inJured. 

Yea. 

They certainly can ' t understand it t hat t ney could 
do such a thing. 

That I get . 

What? 

I get it. 

See? 

Yea. 

And that's our attitude. 

Yea. 

Why don ' t they do it the way. they do in New Yor k 
or Baltimorel 

That's right. 

It was terribly 1n.l ured. 

Yes. 

O.k. 

I get it. 

All right, Herman. 

I can report to you later it you're talking again. 

Well, I ' m ca lling up arter 4: 00 o 'clock. 

All r i ght. 

And it you want to talk to me, tell Urs. Spangler, 
will you? 

All right. 
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!! .ll.Jr: 

0 : 

H.ll. Jr: 

H.L!.Jr: 

0 : 

H U.Jr: 

0 : 

-5-

Hello . 

Yes, I'll tell her. 

I mean ~'m --

Unless it ' s important, I don ' t think I' l l-­

I ' m back of the front line trenches and I'm not 
going to try to tell you how to do it. 

All right. Unless it' s pretty important, I 
won't bother you. 

O.k. I'd r ather l eave it to you and I hope the 
r est of t hese days I'm here I can be a human 
being. 

All right. I'll take care of it . 

H.LI. J r: O.k. 

Llrs .Klotz: Do you want Ltr. Bartelt? 

H. U.Jr: If be knows his figures. 

Bart elt: Ur. Secretary? 

H.I!.Jr: Yea . 

B: The figures, bot h with respect to the income tax 
and the tax decision are about twenty-five milli on 
dollars better than they were y esterday. 

H.LI. Jr: Well, now let me g ive you my yesterday's figures. 
ActuallY l n 611 -- bello? 

B: Yes, that's right. 

H.I! .Jr: Now, you add twenty-five to that? 

B: Yee. 

H.ll.Jr: I sea. 

B: You get about 635 million. 

H.U. Jr: 635. 

B: ~t. 
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H. IJ .Jr: - -

B: 

H. IJ.Jr: 

B: 

H.U.Jr: 

B: 

H. II.Jr: 

B: 

H.U.Jr: 

B: 

H. tl.Jr: 

B: 

H.ll.Jr: 

B: 

H. IJ.Jr: 

B: 

'i.IJ.Jr: 

B: 

H.U.Jr: 

8: 

H.U.Jr: 

-6-

Well, tbnt'e not so hot, i s it? 

Well, it's better. (Laughs) 

Twenty-five million better. 

We 're hoping to get eome better t1guree today. 
We ' ll ha ve another report t omorrow. 

Well , let the rest of t hi s s tuff go now until 
Uonday 1 see? 

Yes. That's right. 

I'm not going to fuse about t axes now tiUMon­
day. 

Yes. Uow the cash balance in t he Federal Reserve 
Bank t oni ght will be about eighty-four million , 
an.d five t nirty- one 1n the depos i tor1es or a 
tota l of six hundred and fifteen million. 

How much does that make altogether? over seven 
hundred. 

Six hundred and fifteen million. 

But the two together i s how much? 

Six fifteen . Five t hirty-one and eighty-t our. 

Is how much? 

Six hundred and fifteen-milli on . 

Well, t hat 's all right. 

And t omorrow we figure that balances in the 
Reserve Bank will be one hundred and twenty-five 
million or a total ot six hundred and fifty-e1x 
million . 

Well , t hat 's all right. 

That looks better. Beg pardon? 

Below s ix hun~red on tho two? 

Slx hundred and fifty-six. 

That' s the lowest? 
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B: 

H .u.Jr: 

B: 

!Ll! .J r : 

B: 

H.U.Jr: 

B: 

H .Ll.Jr: 

Uagill: 

H.U .Jr: 

U: 

H. t.I .Jr: 

U: 

H.U.Jr: 

U: 

ii.lJ . Jr: 

!J: 

H. U.Jr: 

Yes. 

All right. 

Yes. 

Now, what else? 

T'.aat's all I have. 

-7-

Well, I don't wan~ any tax reports tomorrow. I 
can walt until Uonday. 

All right . 

Let me have Usgill. 

Good morning. \Ve had that talk with ur. Eaton 
and Ur . Kiplinger just as you outlined both this 
morning. 

Yes. 

2SO 

And t hey were both ver y glad to get the information. 

Yes . 

Kiplinger wen~ on to say tha t we want to know his 
that he's get ting out in his letters and 

he s~id what he was say ing was that t he Adm1n1at rat1on 
vas going t o find in June that we 're going to have to 
have some mor e taxes and that h e personally would like 
to see some more i ncome taxes and Harrison ' s state­
ment as f ar as he was concerned was a big l augh , but 
tha t he was glad t hat we were trying to check up on 
t hese dribblings . He sa i d a s he looked at it, lt wae 
a ca se of fifty million here and a hundred million 
there and fifty million some where else. So, he was 
both he and Eaton were very sympathetic and I think 
will give t he t h ing the pr oper colar. 

Good. Now, Urs. Klotz gave me the message about 
Paramount 

Yes . 

And, a s a son or a real estate operator --

(Laughs) 

I would s i t tight for about a week. 
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L! : 

'!.IJ. Jr: 

!J: 

H.U.Jr: 

U: 

I!.IJ .Jr: 

U: 

H.L!.Jr: 

U: 

H .L!.J r : 

U: 

H. I!.Jr: 

U: 

H.U.Jr: 

M: 

H.U.Jr: 

!J: 

!LU.Jr: 

1.1: 

H.U.J r : 
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I think that's the t hing to do. 

Yea. See? 

say nothi ng. 

No . When they begin to with United States 
Government , I thinlt we can artord to ait tight tor 
a week. 

Well, I ' m r.ot even the eon or a real eatate operator, 
but t he way it looks to me is that perfectly clearly 
we can bet six hundred and fifty mil lion dollars 
(Laughs) -- t housands -- excus e me - - six hundred 
and fifty t housand cash anytime we want it. 

\Yell, I think I -- we can afford to sit tight t or a 
week. 

He says he 's going to start tor the Panama Canal on 
the 26th. 

Who 18? 

Straus . 

That's all right . Maybe we 'll block the Canal. 

(Laughs) All right. I think I quite agree with 
you. 

All right. 

I ' ll Just hol d the letter i n my cttice and won't tell 
the Revenue people we're considering i t . 

All right. 

Azlything elae? 

Anybody else - -

Do you want me to stay on after tour? 

Oh, no. 

I'll take t he tour t hen . 

R1ghto. You might t ake the tour. 

' 
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!.! : 

H .U.Jr: 

Gas t on: 

H.U.Jr: 

G: 

H.!.l .Jr: 

G: 

H. !.! .Jr: 

G: 

H. !.!.Jr: 

G: 

H.!.!. Jr: 

G: 

H.U.Jr: 

G: 

!!.U.Jr: 

G: 

H.l!.Jr: 

G: 

2S2 
_g_ 

(LaiJ8}ls) Oh, I 
to men in room) 
to spea.k to you 

don ' t need to . All right. (Speake 
Aoyone else here? Ur. Gaston wants 

a minute. 

O.k . 

Hello? 

Hello? 

Jim Farley called up about that register of the 
Treasury and some other appointments. He Just wanted 
to tell me that he wae going away and he'd be back a 
week from Monday and he hoped that t hings could Just 
lie quiet. He di dn't think you were committed on 
anything and if i t can Just rest until he geta back, 
whY, tha~ ' s what he'd like. 

Yes. 

T'.aa t 1 s all right 1 

Did you tell him I wanted another position tor that 
Job? 

No, I just overl ooked that. 

All right . 

Yes. All right . In addition to talking to Harry 
Eaton and Kiplinger I had Pegler - Weeley Pegler in 
r:zy dtice. 

NO! 

He had a -- in yesterday ' s column he had about an 
income tax Revenue Agent who soaked a taxpayer tor 
more - he admitted - tor more than the man owed. 

Eighteen dollars. 

·Yes . 

I read it. 

Well, Pegler tells us that the taxpayer was Lee 
werk, the Uanaging Editor of the World Telegram, 
who seems a poor kind of a victim to pick on. He 
says --

It shows how independent we are. 

'f.ll8t 1 
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H.U.Jr:-

G: 

H.U.Jr: 

G: 

H .U .Jr: 

G: 

H.U.Jr: 

G: 

l!.!.!. Jr: 

G: 

H .!J.Jr: 

G: 

H.U.Jr: 

G: 

H.!.I.Jr: 

G: 

H.J.l.Jr: 

G: 

Haas: 

H.U.Jr: 

H: 
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It shows how independent we are. 

Yea, doesn ' t it? At any ra~e , Elmiry waa i n and we 
assured him that didn ' t represent t he spirit ot t he 
Treasury or the Bureau and Cr eekbaum ia going to take 
it up with hie agents in New York ~o tind out it any 
ot t hem are actually behaving that WSJ'. 

Well, it you &ee Pegler again you tell him that when 
I come back I 1d love to have him come in t or lunch 
some time. 

Allr1ght, I ' ll send him that word t odSJ'. He' a going 
out tonight, but I ' ll send him that word. 

Tell him I ' d love to hnve him come in and have lunch 
with me. 

Yea. Yea. 

Ia he a nice t allow to meet? 

Very tine tallow, yea . 

I ' d love to meet him. 

All right . 

Anything else, Herbert? 

No, that's all. 

AnybOdY alae? 

(Speake tQihen 1n rooc) AnybodY else? George would 
like to talk to you. 

Tell George Haaa he ' d bet~er take ott SaturdSJ' and 
SundSJ'. 

All right. He wants to ~elk t o you. 

He looks a li~~le pale from here . 

Yea , that's right. All right, here he i a. 

Hello? 

George, you look a l i ttle pale. 

( Laugh&) We 've got a good television out f i t here. 
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H.!J .Jr: 

H: 

H.!J.Jr: 

H: 

H.tl .Jr: 

H: 

l! . !.!. Jr: 

H: 

H. Ll. Jr: 

H: 

H .I.! .Jr: 

H: 

H.U.Jr: 

H: 

H.L! .Jr : 

H: 

H.!.I.Jr: 

H: 

!i .!.! • Jr: 

- 11- 264 
You ' d better take ot t Saturds,y and Sunday . 

Well, thank you, Ur. Secretary, I may be down Juet 
a little while tomorrow. 

Wel l, you 'd better -- it i t 1e good weather you 'd 
bet ter play galt. 

All right. Thank you eo much. 

All right . 

Say, on your project, you don ' t have any obJ ection 
to our getting in touch with Admiral Peoples. I 
t hink he has some material over t here which would 
help ue. 

Well, I 'm glad you mentioned that. I 've cut out ot 
t he Times ot Uarch 14 --

Yes . 

I t seems that t hey have a new t hi.ng called t he 
Public Act. 

Yes, 

And they releas e virtuallY all the contracts by 
compani es and by commodities . 

Yea. 

And t h1B one says si.x million supplies ordered by 
United States, a hundred awards made by 
Public Act, whatever that is . 

Yes. 

And then it shows exactlY the different sort ot 
materials t hat were bought . 

Yes . 

And - I ' ve been meaning to talk to you about that. 

Yes, 

And - no, I think t hat it' s very smart to get in 
touch with hi m. 
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H: 

H.U.Jr: 

H: 

H.U.Jr: 

H: 

- 12-

I f ound this information - that - at the eouroe you 
told me to go to - at Lubin's office - that I r ound 
t hat in every Government contract . there is a clause 
which provides ror the supplying or the Bureau or 
Labor with informati on as t o materials and l abor, 
etc . on every project . So, when that's oo•piled 
over there , a t least partially, and we're giving 
that material, we'll have it 1n shape for you when 
you get back. 

Swell. 

All right. Goodbye. 

Anything el se7 

Just a minut e . Hello? 

Ur s .Klotz: Yes. 

H.U. Jr: Anything else? 

urs .K: I have somethi ng. 

H.!J .Jr: Yes , mam. 

l.lrs . K: I want to wr i te - do you want to sign t hose letters 
t o - the letter to Ambassador Sze in regard to 
t~e pa ckages we ' re sending t hem? 
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b. ~ertion of this telegram 
m~st be closely paraphrased­
before being communicated to 
anyone , (A) 

Secretary of State 

'."laah:!.ngton , 

385, March 19, 5 p . m, 

FROL! COCHRAN , (GRAY) 

266 

PARIS 

Dated March 19, 1937 

Re.c 'd 2:40 p . m. 

Paris exchange trading continues quiet with Bank 

of Fran~c today acquiring some sterling and a few dollars , 

French l'unte s up 15 to 35 centimes and new defenoo bonds 

bi d at J~~cou~t of 21 francs per ~housru1d , French 

and in ternctional shares heavy , ~ranch ~ping of 

internation&l h~ld1ngs 1s contributing somewhat to 

strength of franc , 

A~cording to market goss1p Treasury is planning 

to offer t11o year national defence bonds to holders 

of the three year part of tho 1934 treasury i ·ssue of 

4~ ~ bonds , Total of issue outstanding is 8 , 6001 000, 000 

and most all or them are believed to be of the three 

year variety althoU&h there were ,revisions for six and 

nine bonds , Sin;e holders must depos~t bonds four 

months before maturity if they are to cash them they 

mi ght 
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might welooae s~e plan to avoid i mmobilizing their tunde. 

On the ot her hand such an operation would put a heavy load 

on the Ca1ase d 1 Amortizement obl iging it to incr ease its 

bonds in oir oulation !rom around 26 to perhaps :54 billion 

!rano. 

I have been given to understand c onfidentially that 

since t he recent vi sit of the French Minister of Ooamunioa­

tions t o Belgrade, Yugoslav ia has been s eeking permiaaion 

to float a loan on the market in Paris. 

Arrangements are being made by Guaranty Trust to ship 

about one million dollars gold t o New York !rom Bel g1ua. 

It is said that Lazard is also active in this oonneotion . 

WILSON. 

EA:Lft 
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l'r14aJ. IIArch 1!1, 1937 

'I' I'MOIU"J houeo tun>ed downward ohorU7 after the 

opOA1DC and at the clooe loooeo by Tr .. 11117 bondo ran 

fraa 1 t o 10/32Ddo. Trea11117 noteo clooed 1 to 6/321141 

l011'e r. Tra41ac no orderl7 ud the tun>o .. r n o probabl7 

tho aalleot eo fa.r thio week. 

The lederol lteoene BaDlc ot I n Tarle continued to 

malta purcbaoeo on a down ecale w1 th no att..-pt ba1ac 

ude t o pee pr1cu. At the clou the market """ a t111 

heaYJ lllld prlce o decllzaed further 111 late tra41DC, 

'l'o\&1 purcbaoeo • onzat*" t o $6,223,000. Ot thio 

aaount, $1 ,000,000 woo tor the account ot the Co•en.at 

Llte IDnraDCe Jlmd aD4 the baluce, 1n a ccordallce w1 th 

the ag.--ezat bet-n t he l ederol Reoern S.rot• and the 

Treaour,y, were ohared equall;r. Tha T~our,y ahare, 

$2, 611 ,000, woo tolcell b.r the Pootal Sa•taco S7ot•. 
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leton 1..n.c latude.J, a • ......, .. ,..u.. ~ 
• to r......r to Ja oopieo or a.., &ddJ.u-J. oton.e 

wlaie!l..s,llt appear Sa -- Cllalo.&o papen wl~ npl'll te 

tile oUo.aaU. u..n. I • .coo...tbcl7 -loiiSal oopiee 

ot .Upplllco tn. -- Dioqo Da1l¥ .... ot lluola 131 

... Ch1 o .. o '«-cld ... r ·-- or lluola 1,, Uld ... 

!IIUII4D helll,J .... (llH•lJI ldtt.f.aa) ot llanla 11. 

c-l••lnw. 
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TAVER~ WEEKLY NEWS • • ILLINOIS EDITION 

V. S. Attorney's Charges 
That Inns Are BoOtleg · 

Outlets Bring Protest 

SIRKIN EEPERS! 

• 
• 

...... ... ... . ~. 
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Mrs . Klo t z: 

Hli,Jr : 

K: 

i!l.I ,Jr : 

K: 

Oliphant: 

H!I, Jr: 

0 : 

HM, Jr: 

0 : 

IIJ.I ,Jr : 

0: 

HM,Jr : 

0 : 

HIA, Jr : 

0 : 

He.!, Jr : 

0 : 

llJ.I , Jr : 

0 : 

Hli,Jr: 

March 19, 1937 
1:03 p .m. 

Ur . Oliphant has his hat and coat on . Igoe and 
Keenan are waiting for him. Do you want to t alk 
to him before he goes? 

He goes -- I go? 

Be go and I go. 

Sure . I'll talk to him. 

All right. 

Hello . 

Hello, Herman . Y~ere are you going? 

Going down to the Capitol to the Senat e Restaurant 
t o have luncheon with Igoe, Keenan and Helvering . 
1'/e t alked it over with Graves , and that 1 s the way 
we 're handling i t . 

At the Senate Lunch Room . 

Yes . 

Vtby don't you have it in the middle of Pennsylvania 
Avenue? 

Well, that's the way Keenan wants to do it . 

Keenan? 

Be is in charge of the party . 

Well , have you seen his charges yet? 

No . 

(Laughs) 

No, I haven't anything to report to you . 

Well, i f I may gi ve a lit t l e advice -­

Yes . 

The Treasury is terribly burt to t hink t ha t the 
Department of Justice would investigat~ us with­
out fir s t giving us the facts . 

Regraded Uclassified



0 : 

BM, Jr : 

0 : 

HAt ,Jr: 

0 : 

I!Oi, Jr : 

0 : 

UM,Jr : 

0 : 

H:.! ,Jr: 

0 : 

IUI , Jr : 

0 : 

l!U,Jr: 

0 : 

IUI, Jr : 

0 : 

I:I!J , Jr : 

0 : 

1~,Jr : 

0 : 

UU, Jr: 

0 : 

HW, J r : 

0 : 

- 2- 274 
Yes . 

See? 

Yes. 

Terribly inJured. 

Yes . 

They certainly can ' t understand i t that ~~ey could 
do such a thing . 

That I get . 

What? 

I get i t. 

See? 

Yes 

And that ' s our attitude. 

Yes 

Why don ' t they do it the way t hey do i n New York 
or Baltimore? 

That ' s right . 

It was terribly inJured. 

Yes . 

O.k . 

I get it . 

All right, Berman. 

I can report t o you later it you're talki.ng again . 

Well , I ' m calling up after 4 :00 o ' clock. 

All right . 

And 1f you want to talk to rue , tell Mrs . Spangler, 
will you? 

All right. 
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HM, Jr : 

0 : 

Hli , J r: 

0 : 

rut,Jr : 

0 : 

RM, Jr : 

0 : 

IUI , Jr : 

- 3-

Bello . 

Yes, I'll tell her. 

I mean I 'm --

Un~ess it's important, I don't t hink I'll -­

I'm back of the f ront line trenches and I ' m not 
going to "try to tell you how to do it. 

All right. Unless it' s pretty i mportant, I 
won1 t bother you . 

O. k . I 1d rather l eave it t o you and I hope the 
rest of these days I ' m here I can be a human 
bein&. 

All right . I'll take car e of it . 

O.k. 
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March 19, 1937 

:AE:.IORANOUI.I TO TliE FILES : 

IJr . Keenan was in conference w1 th 
r.lr . Hel vering nnd me in l!ll' office t hls morning beginning 
at 9 : 00 o 1 clock . He stated that Mr . Igoe was to be in 
town during the day and ,·;anted to talk to me before he 
saw Igoe. He , in effect , a sked what we wanted immediately, 
end I said l'e wanted two thinr s : (1) a full and complete • 
written statement or a ll t he charges and complaints which 
Yr . I goe had t o mrke about Treusury service in Chicago; 
and (2) the repl~cement of Ur . Glasser by an abler and 
s tronger man t o hUidle the Alcohol Tax cases . 

He expressed f ull sympathy with 
these two requests , and from my of fice telephon ed to the 
personnel man in Jus tice to find who Glasser 1 s pol1 tical 
sponsor was . 

He called me about noon, asklng me 
t o join him and Igoo in t he Senate r est aurant for lunch . 
I met them there with Mr . Belvering , and the talk opened 
by Keenan stating t a ctfully, but in substance, t he two 
foregoing thines . 

~lost or the time was consumed by 

276 

I goe citing particular inst ances of three general complaints : 
(1) frequent fallure of our men t o secure s earch warrants ; 
(2) the excessive amount of t i me consumed in the investiga­
tion of liquor oases by the Treasury; and (3) the f ailure 
of the Treasury t o bring in a sufficient number of the 
"hi&her- ups" in the illegal liquor traffic . 

I repeatedly s t ated t hat we were not 
there t o discuss the deta ils of pa rticular instances , but to 
work out a general plan for removing the friction between 
t he t11o branches of the Service, and the first step in any 
such plan was t o secure Igoe 1 s written statement of detailed 
charges and complaints . 

Mr . Belvering and I gathered that 
Igoe did not consider Glasser one of his str ong men , and 
intimat ed that the more important cases were put i n other 
bands , such as those of Hall . Nothing was concl uded with 
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reference to Glasser, and little wns said about him; but 
we parted with the understanding that Igoe would submit 
all his charges and complaints 1n writing . 

I wr ote the attached confirmation 
memorandum to :Jr • Keenan. 

(Initialed) H. O. 

Attachment 

277 
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~arch 19, 1937 

ldy dear !.lr . Keenan : 

In addition to the pleasant lunch wi th you 

t oday , I appreci ate the opportunity you a fforded to 

discuss with you and lir . I goe the Chicago situati on , 

pa rticularly in relation t o Alcohol Tax cases . 

After you l eft , Mr . Helver1nc ' s ffild my t alk 

with Mr . Igoe continued along the same lines , and it 

is our understanding that Mr . I~oe has undertaken to 

t r ansmit to the Depart:nent of Justice a complete and 

detailed statement of all the things i n connection with 

Treasury personnel and Treasury operation 1n Chicago 

with which he is or has been disslltisfi ed . As soon as 

these s pecifications are r eceived, they will be sub­

Jected t o immediate examination. 

Hon . Joseph B. Keenan 
Department of Justi ce 

Washington, D. c. 

Sincerely yours , 

(Signed) Herman Oliphant 

CC: »r. Guy Hel vering, Bur. of Int. Rev. 
Ur . Harold Graves , Treasury 
Ur . T. A. Kanning, Jr . , Treasury . 

RO :von 3/19/37 
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TREASURY DEPARTMENT 

IHTU OI'Pl<:a COMWUNICATlOH 

DAft !.larch 19, 1937 

•o The Secr etary 

••- !.!iaa Lonigan 

Ura . Guy spent Tuesday, ~edneadfty , nnd Thursday in Washi ngton 

etarting the orenn1:at1on of a oolf-holp cooperative. 

On Tueadoy co~ing Ur. !lwood Streot, Diatrict CoC3i~sioner o! 

?~blic •el!ftre, held two con!erencee in hie offi ce. At the fira t 

ltro. 0u,y v~a introduced to the heado of the principal co=t..,ity 

welfare agenc ies i n ~ashington - P~ily Service, Co~ity Chect, 

Y'JCA, Solvation Ar~, and the like. At the aocond she was introduced 

to the technical people i n charco o! tl~ various divisions of the 

Di etr lct welfare department • - health, child ~elfare , relief, and 

the Hke. 

These aeeti ngs were excellently 1:11111A4ed by llr . Street . In two 

houro Ura . Ou,y ~d established !iret contact with practicall y every­

one of 1aportnnce in t he welfare t l eld ln the Distri ct. ~ho reaponoe 

wao extre~ely favorable. 

lire. 0.Cl,)' suues t ed that all the people preaent go down to 

Richmond to see t he Exchaage in action. A lnrgo party is golag on 

Wednead&y of next week. 

Ur. Street baa also i nvited tho Secretary of tbe Washington 

~axpayera' uooclation to cooe olOD&· Ur. Street aa id he see11ed V8T7 

IIUch i.ntereated. 
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Yrs. 0uy spent v.oet of the three day• vioiting the people whoa 

ohe had met at the confer encea. She found that the need in Washington 

waa very great , and that tha eocial qenc1oa here o.re not pullinc 

together. Sho tho\l&ht t he Excb.a.nge would be worthwhile, if it at&rted 

the social aeenciea working together on t heir coomon problema. 

The i mmediate problem ia apace in which to begin operation&. 

lira. Cuy is goine to try to get an abandoned achool building, ainco 

opace is so scarce in Waobington. 

lira. Clu,y alao aaw lliso !!annie Bu.rrougha, Director of t he Colored 

Self-Help Bxchange. She will help lUes llurrolld>e to get c. broom ahop 

oetabl1ahed hero like the one 1n Richro>ond. ),au Bu.rro1J6hs 1a plannin& 

to raise her own broom corn on the !nrm hare . 

Urs . c;uy rill return to ll'aahineton on llonday. 

She ia plnnn1n8 to ~l together an orcant~ing committee to include 

~bout t en people, to meet t he week after next. 

1 ac hoping to eee Ur. l hlder agni n about the houei n& situation 

in Washin&ton, and the chances for bartering workers' servicee !or rent . 

Regraded Uclassified



' I a-•• 
FI:CI!RAL RC'IEAVE BANK 

C F Nt.W YO RK 
281 

r:-=r~ CORRESPONDENCE 

eo~nomUL n1.11 
OATr:. llal"tiit .1_8. 18ft.._ 

SUDJECT fii.JPilOIIJ C0.'f88Afl01 ~ 

1. ....... 

I ..u .. &r. leltca a\ Ual.l 111 ._..u. wUb oar ol'4• 

t~ Ula ·ll ... oo C•tnl 4a la -.,..uaa Aq•Uaa to a.U a\ Mn 

£1!.ooo.ooo •ala• llartb u. aNCS •t.U •are 10 illelaat••· I .. .. 

wba\hQ' be heel bee ole to do .on Uta \be ... ooo.ooo •• u ... ill 

his oalllo o.t \bls .onailll • bls oi'Cer rz- ..... Urea to pal'Ob&H 

tw,ooo.ooo. lloltca ....u .. his puah ... a- tobl ..... ooo.ooo. 

I axplas. .. \be\ ,.. ba4 doD• ao tar .._t aaoo.ooo a\ ._ee 1/a 111Ut­

oat 4.,naailll \be rata bat \bat it ba4 t.alt• aw• trades to do thia 

IE at. Bear1ac 111 anill4 tbat \be 0~ waa a baR ONa'- ~4 

haYa to ao abaacl aa4 t117 •4 us•t• tba 'bel•ee wiUl UJ.a pro..-la 

nRl\ \bat Ula nto ~4 weak• qRita a lUUo. I ••Uca .. \bat l ast 

t:tme ,. ta..s a aild.lar oi'Ca-,,. ,..... 111 • poa1Uoa to 4o u aca1an 

the BUill c.r :aq1..c• s aold or4or but \bat to do 110 tollq .,a1Bst 

their ••'""" pri" of laa I 1/ld, the a\81'1111& nta 1D teras of 

the dollar ~4 we te ao ~ to •.8'181. 'lbia. I aplela .. , ~• 

~be 4utralal.a rz- UJ.air or rz- our n..,oill\. Bolt. •* .. 
wba\hft' it ~4 help •• at ~ 1r be aada •• a b14 tor n•U.C 

clllriJia \be a.a\ tlcarJ I ...... •Dee14ad17.• I ........ tho\ tM 

aanno JNrsloH Wlll4 ot ooaraa be a\taill .. it be coal4 &lYe •• a apedel 

aol4 pri" te t~eta ·eara ot \bla oparaUea. lel.tca ropl.i .. be 14 

aoo wbat be 801114 ... 
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