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Boolc Pace 

.l(riculture 
Far. Tauuey Bi ll (B. R. 6240) a Brief aul;yaie or -

4/13/37•••••••••••••• •••• • · ·••• • •••• • •••• •••• •• ••• •••• LXIV 205 
B1ll -rudua to ll;rera (GoTeruor, J'anl Credit 

t dp1 n1 atrat1oo) 011 •GoYe!'DPftt aid to a¢culture, 
tiacal ,...ra 1934-l9:J7W - 4/1.4/37. •• ••• •• •• • • • • •• ••• • 388 

.Allpa, L . L. <•Jor) 
For d.iecuaaion of paaphlet •c .. ~ Sl~ap in Bollds,• 

see .... uog re sold exchange ruaor - 4/9/37. • • .. • • • • • • 9 

- B -

Banlc for International S.ttleaenta 
Cochran report• oo aeeting- 4/12/31· ···· · ··• ••• ••••• ••• 287 

a) Rec c rlld•tioo or the cuatoou.r;y 6% d.irtd.end tor 
fiscal ;year 19.36-19.37 to ahareho1d.ars on the 
old sold trenc basis 

b) Rille to be ahollllhed which has heretofore requirecl 
thet 40% or Bl.llk tor International S.ttl•ent shares 
or1ginal~ aubaoribed to b7 .lalrioan banlciog group 
be retained in United Statea 

c) Reeua.t or European situation 
Bud.set 

lleetiog on NYhed eet!JI&tee; preaent a IIIIJr, llagill, Hue, aad Bell - 4/12/37.......... .... ... ... ..... ....... ..... lll 
a) llagill reports 19.3 wealtb;y iDd.i'l'id.uals in aix 

d.istriote report 1.)% aore net inc .. • aDd 1% •ore 
d.1 rld.ellda for 19.36; on the larce corporations 
which were wide~ held, there w a an increase in 
the d.i'l'id.elld credit which the;y took or ~ ll%, 
and 1D the larce corporations 'llhioh were closel;y 
bald, tlwre wa an iDcreaae or 4'71o in di'l'idellds; 
IIIIJr thinks they ehould be about double 

b) Ku.a reports on con.ferenoe with Ilia• Wetherton, 
et cetera, froa Halveriog ' e office; liiiJr had 
requested thia since Belnriog soea to FOR and 
sine b.1P enti~ different picture...... ........ 114 

c) llacUl reports net reductioo in actual receipts 
aa qainat eatiaatea tor 19.37 1a t S94·S P1111011; 
lllllr baa CODaiatct~ told fDil •we 1d. be ott betnec 
t1 ft eDd aix hlPidred a1111on dollar a aDd 1'llR baa 
cooaiatant~ laid three h'IPidred fit't7" 

d) lllllr fMla that BelvariDS baa plqed ahaolutel;y 
aq~~~n; de~ .-.... an .. tiaate to P'llR •out or the 
air• when P'DR a eked bia. • • • • • • • • • • • • • • • • • • • • • • • • • • 117 

Joe ~-~ c-• 1D while lllllr 1a 1unoh1aa with J'DR; 
proteata •1&orouel7 about bqet aDd 8ftr;)'thins alee; 
FDR iDd.ioatea t o lllllr •not to tip bb balld" eDd aaaurea 
~-~ eftr;ytbiAc will be all r1Pt - 4/12/.37...... ... 166 
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Boot 

BQd&at ( C<mtinued) 
IDIJr tells FDR, Hopldna &lODe baa cut expeoditures1 

~i~~~ • ~ • ~ • ~~~ · ~~~~~ .:~:~. ~. ~~~: .- LXIV 
a) Hill -orandua to ll,yera (Gonrnor, hr. Credit 

Ad• 'nhtration) Oil "Gofti'IIIMDt aid to acriclllture , 
fiaoal fe&rB 1934-1937° - 4/14137•• •••••••••••••• • 

Conference in regard to ahortaaa below expectations in 
illoo•e tax return111 preaentt IIIIJr, llagill , Baaa, 
Taylor, llcRe,YD.olda, Ge.atoo, 011,Pbant, HalTering, and 
Reed (Internal Revenue) - 4/13/37 ••• . • ••••••• •• •••••••• 

Ball ' a first draft of reTised bqet .. aaap - 4/14/37 •• • 
Peoples (Director, Proo\U'81lent Dhhion) raporta oo 

pe.raonnel transferred fro. l'edaral. Faerpncy Ballet 
Ad•'nhtratioo to Treasury Departaent ill Aucuat , 1935 
( totallillg 703 •plOT"•) , and 011 total plll"Cbaaea ot 
.upplies, equi~t, and utariala uda upon requieitiou 
aubaitted by Works Progress •d•lnhtratiOD to carry out 
proJects approYed by the.- 4/14/37 • •• ••• ..••••••. •••••. • 

Cust011a, Bureau of 
See llarcotica 

Far• Tenancy Bill 
Sea .lgricul ture 

Federal Reaarn Board 
See Gonn~Mnt Bond llarkat 

Gol4 
See also Book LII1I 
• • U.S.S.R. 

- 0-

- , -

-G-

166 

388 

193 
353 

390 

IDIJr discusses gold-sterling situation with Knoke -
4/9/37.. ... .... ...... ... .... ........ ............ .... .. 2 

.lleetl..ng re •Gold change ru110r•; presentt IIIIJr, Bell, Upb&ll, 
Baae, Lochhead, Viner, and White- 4/9/37. . . . . .. . . . . .. .. 6 

a) Loohhead gina reaua.lt ruaors not new h\lt a oouple 
of n•spapera-Journel of ca... .. ce especi.al.lJ'­
han run regular scareheada in •orning peper 

b) lihi t.e suggeete t wo reason a tor rwaorst 
l) Good deel of talk about too rapi d rise in prices 

with prioe of gol4 increased in order to foater 
price riaaJ - people woW.d N;T ODe of the 
~ ot ohacldng price riaa wollld be to ..,.,. 
in opposite direotiOD 

2) •Hot IIDM7" ' woh tallc that ~ to obeclt inoreeaa 
ill gol4 aports 1a lowr inc ot dollar price of 
gol4 w1 t.boot oODai4erinc •ri ta of t.bia 
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- C - (Coo ~illued) 

Book 

Gold {Continued) 
lleeting re •Gold chan&• ru.or• - J./9/37 (Continued) . .. . LXIV 

c) Viner ~ella or coonr eat1on with led Brown or 
Firs~ llatioa&l. Banlc, which 1e aeoood •oat aportaat 
banJc in ooun~J"l' in ter~~s of correapooden~ balanoea; 
coun~ banJca are •scared ~ dea~• about their 
own atatua rl~ reapeot to Go'rer.._t boods; 
.lngaa bes had bad intluence rl~h hia pupblet on 
cooaing decline, "Coai.n8 Sl1111p in Bonda• 

d) HIIJr talks to Kllolce and Harrison 
Tielcer reports or FDR 1 a state~~ent •he know a of no plan 

to l ower ~e price of gold, now $35 an ounce• -
4/9/J? •. .•• . • .. ......•••. ..... . . .•....••..• . •• ........ 

Knoke again tallca to Boltoo, Banlc of &l&lend - 4/9/37 •• • 
a) People are still Yery IIUCh afraid that SCIGiething 1a 

goi.llg to be done about the Alllerican eold pr~ce or 
handling charges or aport tax on gold 

·b) Sprague's speech that there na noth11141 sacred 
abOilt tbe f35 price has thrown Paris u.rket 
Yirtuall7 in state of panic 

c) ltnoke tells of connrsation with HJI.Tr •who has 
n&Yer been calmer in his whole life" 

ltnoke aleo tells Cariguel (BanJc of France) of 1111Jr1s callaneaa •• 
• " • de Jong (De Nederlandache Bank) of 
RMJr 1s calaneaa ••••• •••• • •• • • • • ••••• • • ••••••••• ••••••• •• ••••• 

Cochran reports on exci~ement of Paris exchaft41e market ••••••••• 
GoY&rnment Bond Market 

IIIIJr tallce to P'DR about stateaent issued b7 El.Uo~t Thurston , 
of Federal Reaena Board; HIIJr thinks Thurston has ,..de 
IIUCh ~rolille for both Eccles and hiuelt (HIIJr) and HIIJr 
now ~hinlca Eccles ia on to bi8- 4/12/)7 •••• • •• •••••••••••••• 

HIIJr tells Opbaa ~o spend a week in the field looking oYer 
condi tions 1n varloua banka- 4/12/)7 ••..•. •••••.••••••••• •• 

a) Firat report (Chicago) - 4/13/37 •••••• ••• ••• •• ••••••••• 
b) Second report (llinneapolis)- J./11./37 • ••• ••• •• • • •••• •• • 

Second report carried by United Press a~tributed to Thurston 
by IIIIJr; Thurston denies this; IUIJr discusses entire 
aatter witb Eccles- 4/12/37 • • • ..• • . •••••• ••• ••..•• ••• • •••.• 

a) Eccles calla back after diacuasion with Tburetoo ••••••• 
IIIIJr and Harrison discuas 118rket •which hae run up so fast" -

4/14/37 .. .. . . . . ....•..... ..... . . •..••. ..... . . • .... • ..... .... 

lleeti.llg in regard to open .arket operations; present: IIIIJr, 
Taylor, Bell, Haas , Eccles, and Col4eowa1aer- 4/11.13? ••• ••• 

Burgess reaua4 - 4/14/37• ••• • •• •••••• • • • • ••••••• • • •• •• ••••••• • 

Pap 

6 

36 
49 

5.3 

51. 
57 

98 

104 
307 
.31.8 

136 
151 

315,320, 
326, .376 

)26 
343 
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Book Pap 

Hawaii 
IDUr consult. Cobn about trip in Jul¥ - 4/14/37 .. ........ LXIV 344 

Rouaing 
IDUr tells 9r30 grcup Ihlder h coainf. balt-tille to 

Trea.sury at TrNS'Ul'7 expense - J./12./37....... . . . . .. .. .. . 100 
a) 11188 Roche aaked to participeta in tirat conference 

1) Calle attentioo to tact that $1.500 a year 
incoaa 1e nece&S&rJ' to be cooe.idered tor 
alle7 dwelling prcj ecte in Dietrict of Col\lllbia 

ConterenceJ Jre&entr I!IIJr , Ollpllallt, Roche , Baas, Opper, 
Lindow, Dunning, llcRoynolds, and Ihlder - 4/12/37. . . .. .. . 149 

Ihlder , John 
See Bouaing 

-I -

Investigations , Traasur,y Persotulel 
See elso Book& LIX and LX on Yellowley-Igoe case 
Letter prepared to C~gs, asking tor Ia:oe•s wrltteo 

statement which baa not. ret been receiv&dJ hoe ver, 
letter not sent- aaterial received- 4/12/37.... . ..... . . 164 

-J-

Jefferson Ialsnd Club 
IDUr thanka Senator Key Pittu.n for arran,ging visit -

4/12./37....... . ....... .. . . . . . . .. . . . .................. . ... 17S 

- II -

llercotica 
Decision in Taybank esse in favor of Government; Cuatoma 

Service higbl,y praiaed froa bench - 4/10/37. . . . . . . . . . .. . . 73 
Thoapson report a fro. Paris - J./13/37.. . . • • • • • • • • • • • • • • • • • • 219 

llstionel Reso~u, Conaei'Vl!tion of 
Prel.UJ.Mey dieouesion with FOR; to be preaentr I!IIJr, 

llerri.Aa, Rual (lational Reso~ea Board) , Ickea, Perkine, 
'llal.lace, Boplc.ine, Eccles, and LUbin - 4/9/37........ .. ... 72 

IDUr tells 9aJO group ebout meeting and bow 1t ce.e ebout -
4/lJ/J?....... ...... ........................... ... ....... 18S 
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Book 

Ra Uroacl RetireiiU!nt Act 
For reaUII" 2/V./37-4/ZJ./37, see Book LVI , page 175 
Jlegill reports at 9s30 .eeti.o.ll that the actU&ries, with 

the exception of Latiaer •a (Glenn), have agreed that 
the rate should be 5% for the tirat three years , 1% 
increase for tbe next th.ree years, et cetera, until, 
at the end of t welve years , it would be 9% instead of 
7%, ae proposed- 4/9/37••• • · ••••••••• •• ·•• •• •••••••••• LXIV 

a) IOOr proposes meetiog 1D nea.r future with sue 
group aod then, a little later, tb& group will 
meet rlth the actuaries 

Actuarial group' s report - 4/12/37• • • ••••••••••• • ·••••••• 
a) Prepared 1D reply to roqueat ID&de by Pelle)' and 

George l!&rrisCil that three apaoltic queries 
r ea t.iDg to cost cuculatiooe cede by Railroad 
Retirement Board be atudiecl 

lleetiD&J present: llltJr, ll•gill, Bell, Pelley, George H&rrb<ll, 
Senator Harriaoo, DoughtCil, Altllleyer, am Latimer -
4/l'J/37 . . . .. .. . . ... . ....................................... . 

a) Report of sctUI!rica (see p&ge 189) to be considered 
1) After conference, Kent instructed to examine 

latest drafts of tax bill to JOI&ke sure that 
provision for periodiool reports is proper l)' 
drawn • •••••• • •. • •••.••••. • ••• • •• • • • •. • •• ••.•.•• •• 

2) After conference, Senator Harrison called to 
get Treasury reaction to revision of rate 
schedule to 5~ at start , increasing 1D course 
of twelve rears to peraanent rate of 7!%; 
he will s upport these rates and belieus 
ra Uro.ad s will a.l &O • T • • • • • • • • • • • • • • • • • • • • • ••••• • 

a) Jlegill tells H&rrisoo that Treuury 
considers aatter n01r out of its bands 
and up to Congreeaional leaders; will 
accept either or two aets of rates 
proposed by actuaries ••••••••• ••••••••••••• 

RMJr reports to FDR on conference- 4/13/37 •••• • •••••••••••• 
Bill dated 3/ 31/37: •To leyy an excise tax upon carriers ***" ... 
Bill dated 4/6/37: •To amend an Act entitled •An Act to 

est.blisb a retirement eyatem for eaployees of carriere 
subject to the Interstate Coa:oerce Commiadon Act' ****"· .... . 

Russia 
See U.S .S. R. 

Page 

60 

189 

221. 

25.) 

2S) 

387 
2SS 
2S6 

266 
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Book Page 

Slua Clear8llce 
See Houai~ 

Soviet Russi& 
Soe U.s.s.R. 

StabUhation 
See also Bank for Internati onal Settlement& 
Amorioan Dnbaaay, London , reports that in House of Comone 

Chencellor of Exchequer we a asked today to ellay public 
anxiety by giving assurance that British Gonrnment 
doe a not intend t aking action t o cheek riae in cOI!IIIodi ties 
by raising price of eterline in tenoa of gold in view of 
intl&tionary effect- 4/13/37 •••••• •• •.••• • ••••••••••• • LXIV 311 

Supreae Court , Juaticee of 
See Tanti on 

-T-

TUiltion 
Oliphant memorendull1 r equest for inforaation concerning 

income tex ret urna of Juaticea of Supreme Court 
transmitted to Shafroth frOCI Tom Corooren by way of 
Morris {Department of J uatice)J Oliphant retuaea 
infor~tioo and HWJr OK 1 s refu88l- '/12/ 37 •• ••••• • •••• 

Letter to FDR tr0111 HWJr commenting on Uni ted States 
Chamber of Commerce recoomeodation at ite annual meeting 
t hat the plan of corporo.te taxation outlined 1o FDR 1 s 
aeaaage to Congress on M&rch J , 1936, be substituted 
for the plan now embodied in Revenue Act of 1936, thus 
indicating c0111plete change of heart eince the Chamber 
vi~;oroual7 opposed ell foraa ot undistributed profits 

liiJ!~~ -~~:~~-~~~ -~~~~:~~-~:~~-~-~::~. : .. 
Thurston , Elliott 

See Covern.ent Bond llarket 

- u -

Ulle~~ployment Relief 

165 

208 

Conference at White House with Oovernora Lehman {lew York), 
LaFollette (WiscCIIlsin), Ban&CIIl {Minneaota) , Quinn {Rhode 
bland) 1 Coogresl!lll&Jl llcCon~&clc, repreeent ing Covemor of 
ll&a88chusette; Leo t.fon, representing Governor of UlincUJ 
HMJr, Bopkine , abd Bell- 4/9/37•••••• •••• ••• • • • • ••••• •• •• 37 

IDIJr tranallita to FDR suggestions which he had al.reacl,y ID&de 
at luncheon, in regard to relief auaage - 4/1.2/37... • • • • • 167 

a) l:DU'r•e ootee 1D hie OWD baDdwritba... •• • . • ••• • • •• •• • 173 
Peoplea {Director, Proc-t Dirlaion) reports CD peraC111Del 

traDaterred rr- Federal Dlergenc7 Relief &d•lnietro.tioD to 
Tr .. IIUI7 ·Depertaeot in .luguet, 1935 { totalllng 703 MJilOTee•), 
and CD total purcha.Ma of auppliea, equi~t, and -teri&la 
-c~. UpCIIl requieitiona aabllitted b,y Worlta ~veaa .ldaioiatretioa 
to 08J'r7 OQt projects ap~ed by thea - 4flJ+/37 .............. • J<)O 
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- D - ( CoDtilnaed) 

u.s.s.a. 
ReaiiiMI ot oca.taNDOaa oo aold - 4/ll/37-7/17/)7 •••••• ••• L1IV 79 
Oueeneq (CoW~Mlor, Ellbuq) oalb c. IIIIJ'r at Ida baeJ 

Feia al.ao srr-MAt - Slmda.71 4/ll/3'7................... 12 
a) IIII.Tr 8UCP•t• that IIIU.tan State B&Dlt deal 

dhoeotl,- 1A abippiDg gold to tmi ta4 States Uld 
&'fOld M'ftJ'al C-'.Ni C.BJ diltti.Rotl,- to tile 
i.Rtere.t ot U. S. S.R. to - that gold 1a -.J..ntaiAed 
aa :yardatlck ot nlue Uld •• Mdia ot balanoa ot 
p&1MiltJ IDUr would like wtual axcb.anp ot rt .. a 
and i.Rtoru.tioo 

' 
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LONDOI.·-tu:~n II:UIIICi IIRLOPID II TB JU:ICH llAIIC ACAll TODAY -- - ---
IECAUSE OF NLIU II SOliE QUAITIU THAT A CWFUL PLAI _IIAD 1111 ·IIITI· 

TUUD TO LOIIEI THE UNITED STATU QOLD IUYIIICi PIICI ROll N5 A FIH 

OUICE TO *''·'' AID PIDIT A SUISittaiT KCLIIII II YALUl Dr TB 

FUIC. 

THE JLUC WAS QUOTED AT l Ot 111 TO Til POIMD AS C:OIIPWI IITI 

107 25/ " TO TIIIPOIMD YISTDIAT: IIMOIS SPUD TUT TU rU:ICI 

CUUIICT IOULI II PEIIUTnD TO DIOP TO ITI PUIIIT UQAL LIIIT or Ul 

TO THE P01111D. 

ALS9 IT "' I~AILI THAT W QOL~ VAS QUOTED ~T 1U SH~LLIHS, t 

1/ a PIICI, COIIPAI~D IIITI lU IHILLIIGS 11 1/a PI~E · YaTDIAT AID 

1ru Till tuOTATlOIS liEU iasn 011 •suPPLY AID DEIWIJ OJILY• UTili TIAI 

01 AIY F IIID ITDLI IICi lATE. 

THE IILlll PUUJLED II rOREIQJ EICIAIICiE IEALIIIGS TIAT T"' PllllPMftl 
I 

PLAN TO LOIIEI Til AIIIIICAI QOLD IUYIIC: PIICE, llllCI lAS IIEI KIIII II . . 
liASUIICiTOtl, ALSO IOULD PEUIT Til rU:ICI IIAIC TO SLIII 011 01 TIIO 

IIAICS II U:UTJOI TO Til DOLLAI RILE TB IOLLAI•STDLIIICi lATE • 1011.1 

IETUII TO TIE ~LASSIC s•.au IAn. 

IIASHI*OTOI HIIALS or Atl'r C:HAKE II Till ~IICAI QOLD POLICY IAR 

APPAIEITLT OUTIULED Till TBOIT, IUT JOU:IQI EICIAKE TIAJEU 

•nlTHELESS IAR IIEI PIOUCTIRLT SIUIIICi JU:IICI JIAICS. 

V t••ltatA 
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H.M.Jr: 

Operator: 

H.M.Jr: 
L. W. 
Knoke: 

B.M.Jr: 

K: 

B.M.Jr: 

K: 

B.M • .Tr: 

K: 

B.li • .Tr: 

K: 

H.M • .Tr : 

IC: 

B.K,.Tr: 

IC: 

B.K,.Tr: 

IC: 

Hello? 

Ill' • Xnoke. Go ahead. 

Hello, ltnoke? 

Good morning, a1r . 

How are :you? 

Fine ; thank :you. 

April 9, 19.37. 
10: .30 A. K. 

Just - I - I ' ve got a few of my people here; 
I want to talk to :you a little bit . And they 
tell me that the gold - sterling is down to 
4.88-11/16. 

Yes, sir. 

I wondered if :you wanted to give me a little 
background and then we•d decide what we'd do 
about sterling . 

Well , ah - let me say this. I put a call in 
for the Bank of England for 10:.30 •••• • 

Yes . It it comes you - you take it and hang 
up on me • 

.. • .. to find out what has been doing 1n the 
gold market. 

Yes . 

The information which we have so tar is that 
out or 290 bars, which came on offer, the Bank 
ot England took 270 . 

Yes . 

It that is correct •• •• • 

•••• and that I want to check up, it would 
indicate that there were DO bUJers of gold -
no .Private biQ'ers or gold i n the market. 

l · 
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R.M.Jr: 

K: 

R.ll.Jr: 

K: 

B.M.Jr: 

IC: 

B. I(.Jr: 

K: 

B.lal.Jr: 

K: 

H.M.Jr: 

IC: 

H.M.Jr: 

K: 

H.M.Jr: 

IC: 

- 2 -

Ab-ba. 

Which I think would be - would ~~~ake it consider­
ably more serious . 

Ab-ba. Well, now, on that Just - I don ' t want 
you to pass this on except to Governor Harrison, 
see? 

Yes, sir. 

But I want you aoo he to think about this: 
The possibility of the Treasury taking over 
the importation of all gold because when 
things go bad like they do now, the Guaranty 
stops, and then people get nervous and they 
start rumors , etc., and so on. Every time it 
gets bad we have to step i n anT way. 

Yes . 

And we'd extend the Tripartite Agreement to 
gold coming in as well as gold going out. 
Just think it over. See? 

Yes. 

And then - then when there are cirses, we 
could go along quietly and take care or the 
thing and nobody is going t o get rattled. 
And it IIIAY be the time to do it. But I want 
you to think about it. See? 

Yes. 

I haven't talked it over yet with my people, 
but every time things get bad we have to step 
in aey way. 

Yes. 

See? 

Yes . 

But talk it over rlth Governor Harrison. 

Yes, sir. 

3 
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B.ll.Jr: 

K: 

B.ll.Jr: 

K: 

H.M.Jr: 

K: 

H.lt.Jr: 

K: 

B.II!.Jr: 

It: 

- .3 -

And I'd like to talk to about - after 
you•ve talked to the Bank or England, see1

1 
And then another thing, I want to talk about 
this Russian gold. 

Yea . 

And .., thought 1s that - also thinking out 
loud - ia to say to the Russians that 1C 
we •re going ~o buy their gold we'll buy it 
directly from their 8tate Ba~ through the 
Federal Reserve, and we ' ll not continue to 
do it the way they're doing it. See? I mean 
they' re - they' r e just childish about this 
tlling . And then make them deposit the pro­
ceeds w1 th the Federal Reserve. Just the way 
aDT other Government does. I mean 1t they' re 
going to enjoy the privileges or - or Govern­
ments, let them act the way everybody else 
does . Think that one over, see? 

Yea. 

I mean that - that they' re perfectly childish 
about it the way they handle i t . 

Yes. 

And I just want to give you this - I never was 
c!Uaer in -.y liCe. There ' s nothing to get ex­
cited about on thi.s side, - hello? 

Yes. 

I see no reason to be excited about the price 
of gold. I see no reason to be excited about 
that there are buyers · or there are no buyers . 
Nowt aaybe on the other side, the Bank or Eng­
land or the Treasury are becoming loaded up 
with gold and they aay be worried over there. 
But I - I want to tell you, and you can use 
this judiciously, that I'a not worried about 
anything as far as gold goea. 

Yea . 

4 

Regraded Uclassified



H,II,Jr: 

It: 

H.II.Jr : 

K: 

H.II,Jr: 

K: 

H,M,Jr : 

K: 

H,M, Jr: 

K: 

H,U,Jr: 

- 4 -

I mean it' s no different today than it was 
a month ago. I mean I can' t help it that a 
l ot of cossip people and a l ot or -

No, that is - that's quite richt, but, or 
course, the one that I - the one thing that 
has disturbed me ve.ry considerably ..... 

Yes • 

••• i s the effect, which I - I think 
i t is more than likely to have upon the ex­
change r ate . Now, that, it seems to me, 
1.s the d1rect1.on where there mi.ght be trouble. 

Well, now, the only way to act on that 1.s -
1.s through demonstration. Bow sterli.ng 1.s 
4.88-ll/161 and Jir , - Archie Lochhead 1.s 
s1.tt1ng here and I think we ought to begi.n 
to buy a little b1.t. See? 

Yes . 

(As1.de to Kr. Lochhead) Do you want to say 
something, Archie? 

(To Kr. Jrnoll:e) All r ight, I'd - I'd like to 
becin to buy at this price. 

Yes. Well, tbey-Kr. Secretary, the Bank of 
England is just comi.ng in. · 

Well, call me immediately , • •• , 

I ' ll call you as soon as I'm through. 

All right. 

5 
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..!LE'I H;G :lE G~LD CH/ NCE RU~IOR April. 9, 1937 
10:15 A.!.l. 

Present : 

H.M. Jr: 

uhrris : 

H . .J . Jr : 

Lochhead : 

H. LI . Jr : 

Hiles : 

B.M.Jr: 

Lochhead: 

!.!r s Klotz 
\ 

:lr. Bell 
lfr . Upham 
lLr . Haas 
!Jr . Lochhead 
Dr. Viner 
~r . Ylhite 

Now, if you don ' t mind, start- I mean let ' s go through 
this whole thing quietly, see? I mean let ' s get in the 
first place what ' s happened the l as t coupl e days, Nhat•s 
happening to the French franc . I mean just take it -
toe purpose, what I am trying to school myself into is 
to be able t o thi nk a bit, not always have a pistol at 
my hc&d . 

(Ha rris co~es in) 

There ' s been a change in the market this morning -
chnnged about a J2d off. 

Thank you. 

(Harri s goes out) 

:titnin the last t;'lo days there have been very active 
rumors of a contemplatea change in the gold buying 
rate by the United States . The rucors are not new. 

Excuse lll.e . llould you (Haas) like t o bring Vlhite into .-· 
th i s? r sn •t this his field , or ,not? 

Yes , thot gold change is. 

(On phone) Dr . Harry White - tell him to come in. 

... -
But they seem to have r eached their head 1n the last 
day or two . A couple of newspapers, the Journal of 
Commerce especially, ran r egular scareheads in the 
morning paper with r egard to it . And Ne have had more 
in4uirie~ through the Federal Reserve Bank from foreign 
bank3. The Uutch bank called up and said the rumor 
was over on their side , the Bonk of France mentioned 
the r woors as reaching their aide, and the Bank of 
England also mentioned the rwoors on the other side . 
The main action so far - banks taking action on the 
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rumors - has been the Guaranty Trust Company has 
told their London and Paris offices that they don't 
want to engag~ any more gold abroad; the Guaranty 
Trust has instructed their foreign branches not t o 
engage any more gol d . The reason tney did this is 
that as long as there is even a very slight chance or 
a change, they think thLt the business i s being done 
on such n small margin or profit that they should 
really be very ultra-conservative . 

The other bunks in New York have made inquiries . Yle 
don ' t know of a ny other bank that has actually stopped 
engaging gold for shipment, but we do know that some 
of t nem are nervous, possibly due to the fact that 
tney had a very heavy position of gold on the way over. 
The ~hase Bonk nas 30 million dollars on the way; the 
City Bonk has a certain amount. Both the City and the 
Cnase Bonk engaged gold from London 1n small quanti­
ties; but tney actual~y enga ~ea some gold . 

Tne mL rKe ts , of course , have reacted very strongly to 
t nis rumor - the commodity murket and stock market -
and tht:!Y nave attributed tne break in the commodity 
mar~et entirel y to the rumor of aevaluation . 

Now let me ask you some questions . Now, tEke the 
fr6nc today . It ' s down to •••• 

It ' s down to 445; loher gold point is 435, if they -
that tney could go to under the tripartite. Carisuel 
yesterday said that the t rouble o&s starting from over 
here because of the r umor of gold change . 

Well , why would that put the franc down? 

Well, if they changed the price of gol d , the r ates in 
other countries would go do·.m. 

Franc would ~o aown in dollars. 

lhe franc would go do~ in dollars, and the sterling 
woulo go down 1n dollars . HoNever, it is very nLtural 
that Cariguel would say that i s our trouble, because 
everybody likes to have an out, and that may be one. 

But their own situation in France has deteriorated 
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quite a lot . I was speaking ~Jbout that to Dr . Feis 
over at the State Departmenl, and he seemed t o be 
very blue 8 t lne French s1tut. t1on right no'tl • 

.. el .. , ::IllY I SI<Y tll.1s . Being away - 1t seems l1lce 8 

montn. but, getting the thing, I j ust don• t believe 
th~t the rumor tnut we were going to drop the price 
of golo is sufficient- I mean I think there ' s some­
thing bt.cK ot' it. . I mean the r umor is there, but I • m 
not sati sfi ed as t o what s trrt.ed the rumor . 

(White comes in) 

Well, the mt.rke t was very Jittery before the rumor . 
I meant to tell you of some conv~rsations I ' ve had . 
Any sort of rumor tney 1 11 pick up now like that • 

But there ' s sometning fundament&lly - I mean what 
1 1 m trying to get at is tnat you might spread this 
rumor out. and it wouldn 1 t c&tch, but the fact 1t 
catches means there ' s something more , ana that ' s 
wrtat I 1m calli ng this meeting for . I mean I •m just 
not sutisi'ied that somebody sai d or misunderstood 
that the ground seems to be ripe, bnd what I want. to 
do is get down underne~;th this rumor . That 1 s what I 
want to do . 

Let me suggest one reason why; that is, th~ot there 
h&s been & good deal of talk Gbout too rapid rise 
in prices &nd means of cnec<~:inb it, and it would 
occur to mc.ny, as i t n .. s occurred to man;; , tnct one 
of tne mer.ns woula be tne opposite of wh~o t .vas used 
to stimulat e prices , .vhen the price of gold wt.s 
increased ln order to foster a price r ise. Now 

8 

the logical thing , they would say , Nould be to move 
in tne other direction. Thnt is one underlying reason. 

The second underlying ret. son h~;s to do with hot money. 
Tnere• s been" gooa aeal of talK ever since the dis­
cussions of hot money tn& t the w~oy to check tne in­
crease in golu imports would be a lower gol d pri ce -
dollar pri ce for gold - ~11thout considering the murits 
of that . I mean there ' s been a gooo deal of tel~ of 
t hat. ~nd the Iact tnat, from the outside point of 
view, ways nnd means could not be found to check 
hot money through taxes, losds them to think that 
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there is going to be an attempt to f all back, pos­
sibly, upon this other method . 

I think tnostO two factors, tmont; others - but those 
t~o are somo of the aominant r~asons ~nica lend color 
and validity to tne rumor . 

You (Vln~r) S6Y you ' ve got so~ethlng? 

9 

f:ell , Wedneoday nignt I ott Ned Br own, Firs t lla tional 
Bank, end hc.<l a long talk with nim, ;.no - you s ee, they 
are, ! t hink, the second most important bank l.n the 
country in terms of correspondent balances - &nd he 
s&ys ell their correspondents h~tve been in asking for 
~avice, •Lnd he says the country banks are scared to 
death Lbout tneir O'lill status with respect to Government 
bonds . 

And ~e explc.ins it through a number of things. First, 
tne first snock; tney 're not Eccustomed to snacks with 
respect to Governnent bonJs . Some nave lost their 
t.;o te~.ors 1 intertst alre&dy , ~And some of tnem have 
not got excess bal~ces ~nd will have to sell bonds; 
some are not members of the Federal Reserve System and 
cannot rt:oiscount them; and they ' re simply scared . 

He explaineo the drop in bonds - partly, he says, the 
rates .vere t oo low; he st ys toe Treasury took advan­
•age of an a bnormal tecnnlcol situation. He ssys tneir 
baiL< :1E.s under no il~usions 11t t he time, and tney oave 
set up r eset·ves wnicn he said toey Ju. ve found already 
to be too small . But, he said, these country banks 
didn ' t set up such reserves . 

But ne blames also the degree and speed of it on a 
regular cumpulgn of prognosticator s . he says l•ng~>s 
!u.s h~sd " very big influence . He ' s hit right . It so 
~appens that Jngas has hit it right, a nd he brought out 
a ?amphlet on the coming decline . 

"Coming Slump in Bonds .ft 

I •11 nave to withdraw ey rem&rks . I t hougnt you were 
t rying to - talKing about tnu rumor in respect to the 
fall in tnts price of gold. 

'lie wer e . 

According t o Bro~~, toe whole market is Ji tter y . He 
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suys the st~te of the Budget is a big factor, ~nd 
that t he lla&lthy men, customers of hi s bank ar e 
egain talking the way they were ta l ki ng 1n 1934. 
Tiley ' re s eared 1n general . i•nd he says .. hen they 
are sc&red in general, they are not fools to be 
scared, but he says tney 1ll &ct li~e f ools when tney 
are scarea, and t here will be :10 rati:>n::l basis to 
ITnet they do, and tney •re doing al l sor ts of funny 
things . " no ne pets the:n on the beck and h&s to 
settle Lnuir nerves . 

And he S~>ys your bond mbrket is through . He says 
that this shock- that you mustn ' t think thet you 
can do anythinb to elimiD~>te in& l asting effect of 
this shock . He says that in general investors and 
be~s will not touch anything under three percent, 
and ne said .••• 

v:ell , I don ' t knoiV whether he ' s right . 

I don ' t .tnow whether he 1 s 
giving you his judgment . 
You know Ned Brown • 

right either. I 1 m just 
He ' s a good bank man. 

!0 

.'.'eli, I 've suia right along that the bond mtrke t does 
down one point in a day , but try to lift it one J<:a . 

i'iell, tnere is some funuamentol reason for tht readi­
ness to accept tne concept of lo~er bonu prices, and 
the f ac t tnt: t t ney a ccept tnc t concept DL turally Jus­
tifies it, beceuse tney are tne ones that make the 
concept . But they do have this much to b r ing to 
their support; they do kMw tha t in times of expl.md­
ing prices, expandi ng prosperity, bond prices full ond 
interest r ates rise . They do know that' s happened 
abroad and they do see ahc~J of them no decrease in 
prices; they aon ' t see &ny imaediate recession in 
business . And therefore, c ouplEd with tneir other 
less Justifiable jitteriness, Lney do say there is 
going to b& loGer bond prices . !he f&ct thLt tney 
all say so is sufficient to make it so, <.nd i f enough 
or tnem bo:~lieve tnat tney won• t touch anythi ng below 
three percent, they won't touch anything belolf three 
per cent . 

He said too t ha t your s t a tement tha t the Treasur y 
would not ~ush up the price o!' bonds - he said the 
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policy was ~ne correct one, but he said the statement 
hhs been an impor tent f t• c t or in making these sma 11 
baMs believe thh t the r ecovery Nould not occur in 
Lkte prices . He said 1t wes the correc~ policy, be­
cause i f you get involved in trying to push them up 
u~,;ain to a 2i% yield . • • • . · 

oterling yes~erday, 4891 - this morning, down to 489 . 
1ha t 1 s a half point . 

(Harris brings in 
fur tner l.j ..tOtL t i ons) 

Now here ' s the latest • 

How much? 

4J8 11/16. There is reall y three- quarters of a point • 

.. 11a t was it, 489 !? 

4d9~, and it is n~w 488 ll/16 . And under the gold 
price we can support the m8rket at 489~ . 

!Jo you m.ind if I just break off end talk dir ectly 
to Knoke? 

I haven't had a chance . 

But toe beauty is that I'll never nave a trip to the 
country .. .ll.ch will pay aore dividends than tbis one . 
And I've lea~ned my l esson. LVery time that Wall Street 
gets jittery, I get the extra physical strain . .Vhat I 
was doing 1 t for wasn 1 t for this; I was builGing up my 
strength for tne relief message . 

Brown s a i d that \'/all Street 1 s crazy anyway . 

Before you talk to Mr . Knoke, di d Taylor have an 
opportunity to tell you nis conversation with George 
Hurrison yesterday? 

That's what I told you about. 

What ' s that? 

Oh, you did describe that . 
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Jl . '.l . Jr : ~elk slovtly. 

Lochhead: 'l'he Federal Reserve Bank is Jittery and t hey want you 
to cake a stronger s t a t ement . 

11 . I. Jr : (On pbont) Hello, Kno~e? (Has conversation recorded 
on dict~pnone at 10:3J 1 .A. ) 

'f11~ lor : 

(Taylor come~ in) 

I he~rd the end of that, ~no that ' s just a hundr ed 
percent . 

~~t • s everybody excited about? I never get exci ted . 

~rs hlotz: On, never . 

II . • Jr : 

Vi ner : 

Li sten, not noeo tnings are bad . 

~rs . Klotl, you ' ll nave to develop a poker face . This 
1mn•t do at all. 

lJr·s Klotz: I •ve got my heart on my sleeve . 

Viner: 

1 • .i . Jr : 

On botn s leeves . 

'ihe fact tOll t Arcnie 1 s h..~-dng :05J words a minute 
instead of :OJv, whico mear.s ois blood pressure is 
going up a little, wnich normally ~ould worry me -
now, Just - this Chesapeake Bey atmospher e . 

Lochhead : Sterling is going off - 25J, uJO pounds at 488~ . Now, 
I think ·.>e ought to buy some oi' the s terling in, ll!ld 
not let this market get away. 

ol . 'L Jr : uo out . 

(On pnone) 
recoruea on 

(Lochnead goes out) 

Hello (Conversation Aitb Governor nqrri::pn. 
a i ctapbone at 1J:4J A .~ . )~1Cl~4~~-

(Locnnead bee~ i n) 

Lochhead : He 11as j i ttery . 

Ta>' ior ; You ought t o ha ve bea rd him yes terday. 

Locnbead : Ster ling t ouched 4d8} - bid, 4d8 9/16. I tol d t hem 
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to give it some support. 

!low, I'm going over to the White House, I don ' t KJlOW 

what for , .nd I ' ll come b~ck . Let ' s just see how the 
bonds go, Lnd let ' s toke things easy . 

On the bonds, I did something yesterday which I think 
would hove your approval . 

You sold some? 

No . l''ederal di scovered thu t H would be possible 
for us to llleke some switches rofitably for the trus t 
funds, tnd I s ai d that I didn t think that th~t was 
suca u good idea, and would certainly not do i t yes­
t.erday , ror obvious rer;sons . 

So you didn ' t do aqything? 

No . 

Uon• t let ' s do any~ning at this time until we hove 
a chance to sleep on it . There ' s no reason at ull 
to do cnytning at the !Doment . 

\!neck . 

I mean - I mean cal-ing Harrison- I mean I can' t 
call otn"r people - just lt:t tnis calmness kind or 
emanate froc tois room, see? 

;·:e • ve been giving tna t - fifteen dollars wor tn or 
that a doy - while you were gone . 

t.ll right , we ' ll give them twenty- f ive dollars . 

One person or institution that doesn ' t seem to be 
worrying tbout the price of gold is the Bank of 
tne Republic at Colombi~t, w11ich h~>s sent up " Clble 
to tile Federal Reserve bcnk seying they ' d like to 
b\lY. lO,JJJ ounces or gold . 

/,hat Republic? 

Bank of the Republic, Colombia . Now, that 1'1ts in 
very well A'.l th t neir conolt.ion now. They 1 ve been 
gaining reserves down in Colombia . 

Dollar reserves . 
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lney •ve been gainin& doll~r r eserves up here and 
also Lhey 1ve been gaining gold dOii'TI there, becnuse 
t t1ey haven 1 t had to ship it up to get doll ar reserves. 

VJncn r come back, Jake, I' 11 see you, because t his 
nf ternoon I'm a ll tied up . Ar e you going back 
t.onight? 

No . 

Are you here for a wnile? 

r •~ nere tooorro~ any•ay . Coula stay over Sunday if 
necessary . 

Hne, 

Just got in t his oornlng . 

Fine . All r ignt, thank you. 
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Harrison: 

H.M.J'r: 

H: 
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If: 

B.M.J'r: 

H: 

B.M.J'r: 

H: 

H.M. J'r: 

B: 

B.M.J'r: 

Bello! 

GoTernor Barrieon. 

Bello? 

Bello, Henry? 

Yee , George. 

April 9, 1937 
10:40 a . 111 . 

I 'm glad to bear you 're back. 

Good. 

I tried to get you a little earlier becauee 
I wanted to talk to you about the exobangee. 
I understand that Knoke has talked to you 
since then. 

Yes. 

So there's no need 
probably told you. 
like it (laughs). 

of my repeating what he ' s 
Well, except that I don ' t 

What don ' t you like? 

Well , I mean I think it's getting a litt le 
out ot band at the moment. The tact th~tt that 
gold is backing up in London, there being no 
American buyer e apparently • • •• • • ••• 

Yes. 

It means that the pound is apt to go down ae 
well as the franc . 

Well , t he suggestion that I made , which I have 
not yet talked over with my own peopl e is 
....... ... 
Yes. 

This sort of thing bas happened before •••• • • • 

Yes. 

........ and I think thia is a pretty good 
I told billl to tell you to be thinkin& reason. 

!S 
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about i t - that we take 
as between Governments. 
it sate bad , we have to 
George. 

over gold both ways 
I mean eveey time 

do it any wq, 

Yes. 

Now it, tor instance , we were handli ng sold 
both ways , this thins wouldn ' t have arisen. 

You mean ......... 
The tact t hat the Guaranty stopped taking, 
you see? 

You mean wby did the7? 

No,I say i t - it we were handling sold between 
Governments and throusb t1ecal agents both 
way a . •... •.• 

Yes. 

....... the tact t hat the Guaranty sot jitteey . . . . . . . 
Yes • 

••••••• wouldn ' t have had this ettect. 
every time there ' s a crisis, we have to 
in any way. 

Yes; that's right. 

So I want you to think about it. 

Yes . 

At 
step 

I mean the tact t hat - that - that we make an 
addition t o the tripartite agreement and handle 
gold both ways, see? 

Yea. 

Now, tor instance, then it Japan wants to come 
in , all right; and then it Russia wants to come 
in, all right. 

Ah- ha. 

1S 
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See? I don ' t mean neoeeearily on the agree­
ment, but I do mean as to - as to handling 
gold. 

Yea. 

17 

I mean why should - why should the Ruseian 
Government go through these tour or five dum­
mies , which they've incorporated , whioh ' they•re 
using to sell us gold. It ' s just childish. 
And t hen when they do sell it , they should 
deposit their money to the credit of the 
Russian State Bank with you. 

Yes. 

See? 

Ah- ha . 

Now, I ' d like you to think about it, but I 
......... 
All right, I ' ll be glad to think about it. 

gold 
But I want to tell you, ae tar as thieLgoes -
ae tar as the foreign exchange goes, t here 's 
no reason that I oan eee why we should be wor­
ried. And I ' m not worried. 

Yes. Well, I ' m - I ' m glad you•re not. The 
only thing that ••• ••••• 

There •e· no fundamental reason; there •a nothing 
that bas come up that anybody should be worried 
about. 

Yea. 

Now, I oan•t help it that these people are 
~ittery, that they ' re gossiping, eto. , and eo 
on. They' ve got nothing to hang it on. 

Yee. 

See? 

Yea. 
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There's nothing - they oan•t say the President 
said this or Morgenthau said this, and those 
are the only two people who would have any 
authority to say it. 

Yes. 

Nobody else bas any authority. 

Well, now, I think that they - I think that 
they have interpreted things that you have 
said as not being as definite as the President 
was. 

! 8 

My dear George, I 've been away since Tuesdey,and 
I haven ' t seen or heard anybody. I 've been 
down in the lefferson I sland Club, ••••••••• 

Yes • 

••• ••• •• by myself. Now, how could I say 
anything. Maybe the papers said I said some­
thing, but I haven ' t . 

Yes. 

I ' ve been away. 

Yes. 

Now, I ' ve - I ' ve never said a word. The only 
t hing I said was about two months ago. They 
asked me in connection with bot money , was I 
considering the price or gold, and I said 
positively not. 

Yes. 

Now, what you can do is • ••••••••• 

Oh , I thought that time you reported to us 
that- why, or course, we ' re considering every­
thing. 

No , I oorreot ed you on that once before. 

¥es. 
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No, I corrected you on that onoe before. 
Now, the point ie, George •• •• • ••• • 

Oh, I ' m not - don ' t misunderstand me. I ' m 
not finding ~ault. I was just trying to ........ . 
Well, there ' s nothing to ~ind fault about. 

No , there isn' t. 

19 

There isn' t anything to find fault about. 
The only place I find fault about - I very 
distinctly - if I spw- I - I - well, I 
don ' t want to do i t . I mean I have some ~ault 
to ~ind with the New York bsnks ·and with 
some o~ the gossip that they have been sending 
out end some o~ their ections. 

Yes. 

I - I - I very definitely - but , as you know, 
when times are bad I don ' t call up people and 
find fault. 

Yes. 

I ' ll-wait until a month or two months , and 
then some time I ' ll ask you to have Mr. Potter 
oome down and I ' ll talk it over • •••••• 

Yea . 

• • • • • • but not now • 

Yes. Well , o~ oourae, there were statements. 
I mean the Fortune statement o~ Eoolea dis­
cussed the question of lowering the price or 
gold. 

Well , a~ter all, I ' m not a ~ortune teller. 

(Laughs) That ' s a good one for you. I give :rou 
top credit this morning. 

That ' s original , too. 

(Laughs) Yes, I ~san there are several -
that bei ng so, ther e are saae background or 
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R. M. J'r: 

H: 

H.M.Jr: 

H: 

fl . 1.1. Jr: 

H: 

R.M.J'r: 

H: 

H.M.J'r: 

H: 

H.!.\. Jr: 

R: 

H. M.Jr: 

R: 

R.t.!. J'r: 

B: 

reason wnr oommeroiel banks are in the busi-
ness •• • . •••••• 

George, ........ 
to make money. 

George, ........ 
And might - might hesitate about bringing 
gold over. 

Now listen , George , •• • •••••• 

I don ' t say I would it I were in their place 
but I think there is some oackground tor it. 

Now, supposing you do this. You ' re my fiaoal 
agent. 

Yes. 

You've t alked to me. I ' ve never misled you 
in my life, have I? 

No, that ' s right. 

Rave I ever kept anything rrom you? 

No, I don 't think you have, or it you hove , 
you told me you were keeping something. 

Exactly. But I meen - I've never said, 
"Now, there ' s nothing to this," or I said 
there is something but I can ' t diaousa it. 
Now, I 'm telling you t hat this time neither 
the President or I have any ides of lowering 
the price or gold. Add wete the only two 
people in the United States that have that 
power. 

Ab- ba. 

And you can, in a very quiet way, it anybody 
asks you , you oan talk authoritatively tor me. 

All right. Well, I ' m much obliged to you 
tor that because it will enable me to quiet 
some or this unnecessary goaeip. 
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tl . ~ .lr: 

:1: 

H.lol. lr: 

H: 

!'.Llr: 

R.l' . lr: 

H. L . Jr: 

ll: 

R. l . lr: 

R: 

R. V . Jr: 
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Well, you can t alk authoritatively as my 
fiscal agent. 

All right, thank you. And t bet is , I ' ve 
got it written down t hat at this time 
neither t be President or you have any 
idee ot lowering t he price or gold . 

That • s right. 

All right. 

That ' s right. 

All r ight , Henry . Well , it there is anything 
I can do, let me know. 

Right. 

I called 
ton, but 
town , so 

up t o see you before 
Eccles t ol d me you ' d 

I didn ' t bother . 

I left Washing­
gone out ot 

You might add to that pencil, or rai sing the 
price or gold. 

(Laughs) All right. 

All right, George . 

Thank you. 

Goodbye. 
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. ' 
H.W.Jr: 

Operator: 

R.IL.Jr: 

Harrison: 

R.M.Jr: 

H: 

H.W.Jr: 

B: 

R.W. Jr: 

B: 

R.IJ .Jr: 

H: 

\ 

H.loi . Jr : 

H: 

B.W.Jr: 

B: 

B.ll.Jr: 

R: 

H.W. Jr: 

Hello? 

Governor Harrison. 

Hell of 

Hello • Henry? 

Yes. George. 

April 9, 19.37, 
10&40 A. 1(, 

I •m glad to hear you•re back . 

Good. 

I tried to get you a little earlier because 
I wanted to tal.k to you about the exchanges. 
I understand that lmoke has tal.ked to you 
since then. 

Yes. 

So there •s no need of ~ repeating what he ' s 
probably told you. Well, except that I don•t 
like it (laughs) . 

What don • t you like? 

Well, I mean I think it ' s getting a ~ttle out 
ot hand at the 110111ent. The tact that that gold 
i s backing up in London, there being no 
American buyers apparently •••• 

Yes. 

It means that the pound is apt to go down as 
well as the tranc. 

Well, the suggestion that I Jllllde, which I h&Ye 
not yet tal.ked over w1 th rr own people is •••••• 

Yes. 

This sort ot thing bas happened before •••• 

Yes • 

•• •• • and I think this ia a pretty good 
reason. I told him to tell you to be thinlr1 nc 
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H: 

R.I(.Jr: 

H: 

B. N.Jr : 

B: 

Ht.II. Jr: 

B: 

H.N,Jr: 

H: 

B.ll. Jr: 

B: 

R.N.Jr: 

H: 

B.M.Jr: 

H: 

H,JI,Jr: 

H: 
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about it - that we take onr cold both "117• 
as between Governments. I aean every tiae 
it ceta bad, we bave to do it AQF way, 
George. 

Yes. 

Bow 1t, tor instance, we were handling gold 
both ways, this thing wouldn't have arisen. 

You mean ••••• 

The tact that the Guaranty stopped taking, 
you see? 

You 118&n wey did they? 

Bo, I aay it - 1t we were handling gold between 
Goveraaents and through tiscal agents both 
ways •••• 

Yes. 

•• •• • the tact that the Guaranty got Jittery ••••• 

Yes • 

• .. .. wouldn't have bad this ettect. At 
every time there's a crisis, we have to step 
in AQ1 wa,.. 

Yes, that's right. 

So I want TOU to think about it. 

Yea . 

I mean the tact that - that - that we aake an 
addition to the tripartite agreament and handle 
gold both w117s, see? 

Yes. 

llow, tor instance, tben 1t Japan wants to COM 
in, all right; and than 1t Ruuia want• to ca.e 
in, all richt. 

Ab-ha. 
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H.Jl .J'r: 

H: 

B.M.J'r: 

H: 

H.M. J'r: 

8: 

H.M.J'r: 

H: 

H.M.Jr: 

B: 

H.M. Jr : 

H: 

B.M.Jr: 

H: 

H.II,Jr: 

H: 
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See? I don't mean necessarily on the agree­
ment, but I do mean as to - as to handling gold. 

Yes. 

I mean wb;r should - ·why should the Russian 
Ooverment go through these tour or five d~ea, 
which t heytve incorporated, which they're using 
to sell us gold . It's Just childish. And 
then when they do sell it, they should deposit 
their money to the credit ot the Russian State 
Bank with you. 

Yes . 

See? 

Ah-hs. 

How, I ' d like you to think about it, but I 

All right, I'll be glad to think about it. 

•••• • 

•••• but I want to tell you, as tar as this gold 
goes - as tar as the foreign exchange goes, there ' s 
no reason that I can see wll)' we should be worried. 
And I'• not worried. 

Yes . Well, I •a - I'm glad you•re not. The 
only thing that ••••• 

There's no tundaaental reason; there's nothing 
that bas come up that aeybody should be worried 
about . 

Yea. 

Bow, I can't help it that t hese people a.re 
jittery, that they're gossiping, etc., and so 
on. They ' ve got nothing to bang it on. 

Yes. 

See? 

Yes. 
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Jl , J,! .Jr: 

H: 

H.M. Jr: 

H: 

H.IJ.Jr: 

H: 

H.M.Jr: 

H: 

ll.U.Jr: 

R: 

lf. ll.Jr: 

H: 

H.!4. Jr: 

H: 

ll.J4.Jr : 

H: 
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There' a nothing - they can • t aa7 the President 
said this or Korgenthau said this, and those 
are the onl7 two people who would have an7 
authority to say it. 

Yes. 

Nobod7 else has &nJ authorit)'. 

Well, now, I think that the7 - I think that 
they have interpreted things that you have 
said as not being as definite as the President 
wa.s. 

My dear George, I ' ve been &W&T since TUesda71 
and I haven't seen or heard aeybody. I've been 
down in the Jefferson Island Club, ••••• 

Yes . 

• • • • b7 !IIYSel.f . Now, how could I sa7 
anything. Maybe the papers said I said some­
thing, but I haven•t. 

Yes . 

I've been away. 

Yes. 

Now, I've - I've never said a word. Tbe only 
thing I said was about two months ago. They 
asked me in connection with hot mone7, was I 
considering the price or gold, and I said 
positively not. 

Yes . 

Now, what 70u can do is ••••• 

Oh, I thought that time you reported to us 
that - wb)', or course, we •re considering everT­
thing . 

No, I corrected you on that once before . 

Yea. 
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H.Jl.Jr: 
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H.Jl,Jr: 

H: 

H.l4.Jr: 

H: 

H.M. Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 

H: 

H.N. Jr: 

H: 

H,Jl.Jr: 

H: 
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Jo1 I corrected you on that once before. 
low, the point is, George ••••• 

Oh, I'm not -don't misunderstand ae. l'a 
not finding fault . I was Just trying to •••• 

Well, there• a nothing to find fault about. 

}lo, there isn• t. 

There isn't anything to ti.nd fault about . 
The only pl ace I find fault about - I very 
distinctly - if I saw - I - I - well, I 
don't want to do it. I mean I have some fault 
to find with the New York banks and with 
some of the gossip that they have been sending 
out and some or their actions . 

Yes. 
• I - I - I very. definitely- but, as you know, 

when times are bad I don't call up people and 
find fault. 

Yes . 

I'll wait until a month or two months, and 
then some time I'll ask you to have Mr. Potter 
come down and I'll talk it over .... 

Yea. 

• • • • • but not now • 

Yes. Well, or course, ther e were statements . 
I mean the Fortune statement or Eccles dis­
cussed the questi on ot lower ing the price or 
gold. 

Well, after all, I'm not a for tune teller. 

(Laughs) That ' s a good one tor you. I give you 

top credit this morning. 

That'• original, too. 
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(Laughs) Yes, I .. an there are several -
that being so, ther e are aoae background or 
reason w~ oOIE!lercial bllllkS are 1n the buaiDeaa ••••••• 
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B.M.Jr: 

B: 

B,M.Jr: 

B: 

H. M.Jr: 

H: 

H.J&.Jr: 

H: 

H.A!.Jrr 

H: 

H.M.Jrs 

H: 

B.U.Jr: 

H: 

H • .ll.Jr: 

H: 

( 
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Oeoree, ••••• 

• . • • to aake 110ne:y. 

Oeoree, ••••• 

ADd aight - aight hesitate about brin&ing 
cold over. 

Now, listen, George, ••••• 

I don't say I would i~ I were in their place 
but I think there i s some backgr ouud ~or it. 

lfow, supposin& you do this. You're rq ~iscal. 

aeent. 

Yes. 

You•ve talked to me. I•ve never aisled you 
in my li~e, have I? 

No, that's right. 

Rave I ever kept anything ~rom you? 

lfo, I don't think you have, or ~ you have, 
you told me you were keeping something. 

Exactly. But I mean - I've never said, 
•How, there's nothing to this,• or I said 
there is something but I can1 t discuss it. 
Now, I'm t"ellin& you that this time neither 
the President or I have an:y idea o~ lowerin& 
the price ot aold. And we•re the only two 
people in t he United States that have that 
power. 

Ah-ba. 

ADd you can, 1n a very quiet way, it anybody 
asks you, you can talk authoritatively ~or me. 

All right. Well, I '• aauch obl1&ed to you 
~or that because it will enable me to quiet 
some o~ this unnecessary eossip. 
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R.M.Jr: 

H: 

H.Jf.Jr: 

H: 

H.M. Jr: 

H: 

R.M.Jr: 

H: 

H. ll .Jr: 

H: 

H.M.Jr: 

H: 

H.M.Jr: 
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Well, you can talk authoritatively as =7 
tis cal agent. 

All right, thank you. And that is, I've 
sot it written d011ll that at this tiae 
neither the President or you have an;y 
idea or lowering the price or sold. 

That ' s risht. 

All right. 

That ' S right. 

All right, Henry. Well, it there is a~thing 
I can do, let me know. 

Risht. 

I called up to see you before I lett Waabiniton, 
but Eccles told me you'd gone out or town, 
so I didn't bother. 

You might add to tbat pencil, or raising the 
price of gold . 

(Laughs} All right. 

All right, George. 

Thank you. 

Goodbye . 
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Admiral 
\Vaesche: 

R.!.I .J r : 

VI : 

H.N.J r : 

17: 

R. ". Jr: 

W: 

R.M.Jr: 

VI : 

H . ld •• Tr: 

W: 

B. t.I. Jr: 

W: 

B.II.J r: 

\'It 

H. U.Jr: 

W: 

Hello Mr. Secretary 

April 9, 1937. 
1 p. a . 

Waesche, I hear this party for Ickes is growing? 

\'/ell it's not growing but there ' s a substitution 
and I was over there and talked to Ur. Ickes . 
He counted on taking his son along and probably 
one more. 

Yes. 

Ah - now his son i sn ' t going and llr. Slattery 
i s - ah - his personal Secretary called Billy 
up just this morning ••• •••• • • 

Yes. 

• • •• •• •• and said Har ry Hopkins was going with- down­

I see. 

Be wasn•t actually going on the same train with Ickes 
but was going to meet him down there. 

Ah-ha. 

So now - and he also said a - a stenographer. So now 
the party consists of Mr. Ickes, Barry Hopkins and a 
stenographer for Mr. I ckes. 

Well - ah - ah - when is - when is llr. Ickes going to 
get on that boat? 

Ickes will get there Monday morning. 

This .llonday? 

Be1 a leaving Chicago Saturday night - hello 

Yes I •m here- well- ah- that's allri ght but if i t ' s 
going to be that big I ' m - I •m not going to pay for 
them personally. I don't see why I should. I was 
there to-day and the President said the Coast Guard 
was charged about a dollar a day. 

It probably will be just about a dollar a day to 
coTer the food and l aundry aboard the ship. 
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R. u •. Tr: 

~/ : 

\'/: 

H. IJ .Jr: 

\'/ : 

o.u.Jr: 

~ . 

R. II.Jr: 

W: 

H.N.Jr: 

W: 

H. loi.Jr: 

Vl: 

H. U.Jr : 

W: 

R.M.Jr : 

VI : 

R. M.Jr : 

\'t' : 
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About a dollar a day. 

Yes sir . 

Is that what they charge? 

Thut•s -yes, that ' s about the average; it won't be 
more than that. 

Well I'd - I•d charge it and I'd let them pay i t too . 

Let the - just let the whole party pay it? 

Yes, let them each pay a dollar each . 

Yes - I - I don ' t think that will break them. 

No and they might just as well do it - I was going to 
do it personally but there ' s no reason why I should do 
it personally. 

I don ' t see any reason at all why you should. 

You might ask - I tell you what you might do . I know 
when they're on the battle ship 1dth the President I 
think they paid a dollar and a half a day. Ickes was 
on the battl eship. 

I see. 

But do you think a dollar would cover it? 

Ah - I should think so, yes sir. 

Well the President told Ickes, in my presence, a dollar 
a day so I 1d let it go at that. 

All right, we'll let it go at that. 

But I just don ' t see how Hopkins can get away but that ' s 
none of my business. How long i s he going to stay? 

Not more than two weeks. 

What I 

3£) 

(Laughs) Yes sir- ab- that•s- that's what- I talked 
to Kr. Ickes and be didn't think be would stay that 
long but llr . Slattery was in there with hila when the 
three of us were talking together and Slattery said 
they were going to try to make him stay down tor two weeks. 
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B.K.Jr: 

\'1: 

!l , IA ,Jr I 

W: 

R. J.I. Jr: 

W: 

R. J.! . Jr: 
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Well the President asked us so we ' ll do i t and 
do i t well. 

Yes air . 

All right . 

I think we've taken ca.r e ot him. 

Thank you. 

All. right sir. 

T"nank you. 
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April 91 ·1937. 
2 p . m. 

Operator : Go ahead 

B.U.Jr: Bello 

H. Y.Jr : 

H . JJ . J r: 

B; 

R.M.Jr: 

B: 

H. M.Jr: 

B: 

I! . U.Jr : 

B: 

ll .L!.Jr: 

B: 

B. M. Jr: 

B: 

R. Y.Jr : 

Bello - Mr. Secretary? 

Tal.ldns . 

This is Borah. 

Row do you do Senator. 

Row are you? 

I ' m • •• , .• 

Mr . Secretary I have a telegr am from Sidney Norman, 
who is Correspondent of the Globe and Mail of 
Toronto. 

Yes. 

I happen to know him and I presume that ' s the 
reason why he wired me. 

Yes . 

That be wanted 
for him to see 
he come down. 
matter which I 

to know if i t would be possible 
you the first of the week.. should 
He wants to tallt t o you about some 
don ' t know. 

' Well I - I mean - can you - i s it somebody that 
you can recommend . 

Well yes - be t s a- of course, I don ' t know him 
well but he 's a correspondent tor the Globe and 
llall . ... . .. . . 

Yes . 

• • ••• • and a responsible person and a responsible 
paper, or course. 

I • • • • ' • 
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B: 
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But - but - ah - don ' t - ah - I don't !mow why 
be telegraphed me except possibly be knew me 
personally . 

Good. 

But I wouldn' t want you to - ah - as any f avor 
to me because I 1 m not concerned in i t at all. 

No, well , frankly , I 1 d only do i t because you asked 
me t o. 

Yes . 

And. - ab - because be means nothing to me. 

Yes. 

But if you ' d like me to see him I will. 

Well I - I couldn' t say that because it - I don't 
know him; I don ' t knOW what he wants to talk with 
you about either . 

No . 

So I tll not ask that. 

33 

But - ah - I - if he wants to come down and I t ll let 
bim see Mr . Gaston who sees the newspapermen for me ••••• 

Well that will be all right . 

Ab - Herbert Gaston - G-a- s-t-o- n . 

Yes, all right . 

Ah - the reason I ' m (laughs) - I mean if you asked 
me I ' d do it but with all t his speculation about 
gold now I'm a little timid about seeing newspapermen. 

I understand, yes . 

And that's why I tm a little extra careful. 

Well that ' s all right. 
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B: 

H. !A.Jr : 

B: 
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But anyti me you ask me to do something you' ll find 
that I •m more than willing . 

Thank you very much, Wr . Secretary. 

All r i ght. 

Thank you. 
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APRIL 9, 19)71 JUil.UDIIO WPA IIIIPLODIIIIT II TilE VARIOUS STATES. 

I 

Tbose pre .. nt wre GoTel"'IIra ~. ot Kn tort, LaF&llotta of 

Wlaconain, lleDIIOD of 111-aota, aDd Qu1nD of ~~bode Ialalld, Coagreaau 

lloCo.-olt repreMntilll the Gonrnor o.t kaaachUMtta, lr. Lao L7on 

repr .. entiQ& the GoTernor of ll.liDoia, the S.Oreteey of the TreasUJ7, 

llr. Hopltina, a nd llr. Bell. 

Oo•ernor Lehrlan at&rted the contereoce bf referrillg to the previoua 

conference with the Preaident regarding the - utter and said that 

and that th8)' bad aalced for this further conference with a new to coal.lll 

to eoooe conc1uaion regardi.ng the ~ediata probl• facing the Statea 

with reapeot to the policy adopted bf llr. Bopltina to reduce the present 

pqroll or the WPA procraa troa 2, 200,000 people down to appro:oiae~ 

1,600 ,000 bf J- )0, 19)7, aDd to ascertain ldlat tile Gonr,..nt intenda 

&a a proeraa tor the A acal 7ear 19)8. 

He pointed out that the States and local co-=ities bad •tari&ll7 

inor eaaed their expenditures for UD811j)l.Q1Mnt purpoaea during the 

past t110 years and that the7 bad Just about reached the end 'of their 

tunde. Be t urthar pointed out that it the Oon,.,..ot' s proeraa ,.. to 

be reduced during the coaiag 7ear it ,.s neceaaar-r for b.1a to ltDOw at 

tllb U.. to ldlat -at that will be done becaUM be will ban to 10 

to the !lew Iorlt Leiblature tor -.lditional ac...,.. Be aa.id that -

ot the States and local ~ties ere not in poaition to re.i .. ..t­

d1Uonal aone7 and he wa not quit. certain Juat ldlat tile reault woulcl 
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GoYernor BeiUOn po1Dt.d out that in bh State be thought thq lligbt 

expect aerioua oonaeQIMnoee aa a reeult of the reduction of the IPA 

prograa; that there 'IIU'e 8&IQ' people 1D hie State wbo were DOW actuall¥ 

a~ because thq could DOt get on the pA11'0ll of the IPA DOr were 
' 

the State and local. oo..unitiea able to O&r%'7 a117 additional burdeu. 

Governor LaFollette aeid that he realised the bldgat&r7 difficulties 

as they concerned the Federal Goverllllent and he was wondering if it would 

not be possible to work out a prograa with llr. Bopldna 11b.ereby SOM 

1nduc8Ml1t would be offered t9 tha States end local. oo--'mStiea to work 

out a prograa tor the entire year to take oare ot all of the ~t 

in 8117 particular looal.i t;r, the Federal GoYen.ent to contribute a 

certain UIOunt of 100ney ri th the understanding that that ia all the 

particular looeli t;r eould get for the year. Be aeid he reeliaed 

that it aight be necessary to reduce the present allowancea but the 

States would haft to work that out. 

'l'lle Freaident had DO thing to aq except to atete nry detini tal;r 

that be could DOt pYa th .. en enner to their QUII8tiou. Be had o~ 

within a tn ~· &&ked tor a re'riaed 193'7-1938 Budget. Tboae tSgur .. 

were not anilable aa yet. Be did not kDow juat how 1111cb he would 

ask the Congreaa to appropriate for relief tor the ~ fiscal. year 

until be could atud;r thaae re'riaed eati.Mtea. Be etat.d that tha 

Federal Go..en.aut would do ita beat to cooperate with the Statae end 

Mite the 110ney go as tar as possible but be juat could DOt gift a 

definite !Sgura at tbia U.. nor could be indicate aa to how IIUOh &111 

particular State would raoaift out of &JI1 appropriation Congral8 ldgbt 

Mite beoauae be 11&14 the situation D&turel.l.7 rill change eYU7 tn 
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110nth1 auxl the ..,.t 1Dd1oatecl at tile '-c'm1• woal4 lla,. to lie ...... 

b7 lubM(IUIDt lftDtl. 

The contere110e than broke liP without a~ -it.ant on the part ot the 

Acladoietratioa •• to ita procru.tor the tieoal 7Mr 1938. 

39 

Regraded Uclassified



40 
( his is a copr ot tbe •eDOrandta lett 

with the President b,r BK,Jr at the •eeting 
with the croup of Go'Yernors. 
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41 • 
INTP OI'PIC:& c:oMMUNic:ATION 

DAn April 9, 1937 

.t.ttaehed ue f oUl!' tableo on e"J)onditureo in the oe•en i ndu.atr ial 
State• where go'fernore are aoking tor more r elief, 

!able I on lxpenditlll!'ea tor ll811et end Welfare, b7 calendal!' 
yeara, abon thet all anen Stateo apent INCh lupr tw>da in 1936 
than in 1935· 

!able II on lxpendi tureo, by 11x~.,nth perioda fro• Jhly 1935 
to Deceraber 1936, obowa that e"J)enditurea in the oecond halt ot 1936 
were aliDoat ao hi&:h ao in the tint halt ot the ;year, and mch higher 
than in the laat halt ot 1935· Larp reduction• in e"J)enditlll!'ea would 
atill not b ring the apending le•el down to t he level of 1935· 

!able Ill includea haa17 worlc progrua, aa well aa raHat and 
welftu"e. Here the laat 11.% 110ntha of 1936 waa the ldgbeat period on 
record, beoau.ae of oonUIIIlOUI elCpalllion in heaYy conatru.ct1on. 

!able IT abo,.. tb&t reducUona 1n actual emplo7'18Dt b&•e been 
veey alight, prob&bl;y len than t he total of all reaignationa. 
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!.UILS I 

OOVPJil(l!l'l' IIBI!I)JIICY IXPDDI!UUS 

ULIU AHD QLJ.A.U 

Jederal J'unde Onl7 

Celendar Yeu Cele!>du Yeu 

1935 1936 
In tbouaanda 

lll1no11 $112,o64 $148,466 
Wn.llsclma•' te 7),212 1o4,782 
1Ucb1pn ~,037 78.525 
U1lllleeota ,655 57.077 
llow York 

New York City 187.793 263.6l9 
Up-Ste.h ~7.497 101,1 6 
Total State a:~ 

)64.845 
Bhode leland 10,385 
1filcone11l 42,026 64,903 

Total u. s. $1,1>37. 783 $2,378.561 

Percent 
lller.aa• 

i!~ 
~ 
4o 
76 
49 

138 
54 

45 

Includeo JIRl, 1fPA, Soe1~ SecuritJ, and &eeett1e .. nt J4aill1atrat1on • 

.t.pr11 9, 1937 
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!AJLI 11 

RILID' JJID lliLlAU 

Federal Junda Olll7 

JUlT-~c. Jan.....JI>ne JU17...])ee. 
19}5 1936 1936 

In tbcua~ 

Illl.noh $56. 891 $76,266 '$72, 200 
lla .. aehuaetta 35·~ ~.799 52.9~ 

1Uch1SJU> 28, , 772 }7.152 
IUnneaote 16, 758 29,720 21.357 
llee Torl< 

llee York C1t7 105, 419 1}},788 129,891 
Up-State 29 .~ 52,027 49,1}9 
Tot al - State 1}5.0 185,814 17~, 031 

Rhode Ia1and 2,46o 5. 6}1 .755 
1Uaeona1n 17,998 32. 518 32,385 

'l'otal u. s. $781,}49 $1,212,905 $1.165,656 

Ineludea 7Dl. IPA, Soe1al securH7, and lleaettle..,.t 
Adntntatration. 

April 9, 19}7 
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!.ULI III 

ledereJ. lwlda 01117 

Jlll¥-llec. Jan,....Jlme ~-Dec. 
1935 1936 1936 

In tbou..anda 

Illino11 $78,952 $99.911 $lo6,796 
W...aadluaetta ~,116 67,216 68,813 
111ch1pn ,056 ~,3&> ~,675 
11111Aeaota 33.954 2,810 3.851 
!lew Tone 

New York-up State) 
m .4G6 Cit;r ) 235.937 226,770 

Rhode leland 5.4 8 8,587 6,925 
111ocona1n 38, 207 41,289 50.970 

!ot&l u. s. $1, 391. 523 $1,880,772 $1,920,232 

Includea JJ.l !!elief and llel!are, Pll.t., CCC, Other lederal Projach, 
and llhcellaneou.. J.dJoin1atratin lxpeuea 'Ollder the llorka Procraa. 

April 9, 1937 
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'IOIIKS PBOGBJ:SS jl]I,UJIS'l'IIA!' l Oll 

11\ulber o! llllp10TM8 

1.9'\6 
.rul.y Deceaber llarch 

25 26 27 

Illino'ie 1')4,462 158,749 148,075 
L!a.aae.chuaeth 98,027 97,145 90. 779 
)Hcb1gan 74.338 67,223 61, 798 
llinneaota 44, 788 45.179 40, 802 
!lew York 

New Torll: City 202,696 193.984 180,296 
Up-State 98, 4<>5 88,&')4 80,591 
Total - State }01,101 282,638 26<>,887 

Bhode Island 10,905 10,725 11.377 
111econa1n 48, 586 51.389 50. 793 

Continental tJ, s. 2, 248,113 2,187, 944 2,110,833 

.t.prll 9, 1937 
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~EDEI'IAL RESERVE BANK 

0~ NltW YORK 

DATE 4r'l .. liP. 
~I'"FICE CORRESPONDENCE 

ca~n.u& IIYI SUQ.JIICT· -- I 
1 I ... -

-·-
Uaen •• ~ te 1-' _.._. ah ' u tu u u, tllo ........,., 

9U OOIUtaD... I s'O .. tM* ttd.a .. ,.,7 .-11...0 ..._ I W Vi .. 

to GOllY ... Ida ............. 7 ....... , •• '7 ~~~-~1=-

110 chilli• ot tllo .-1• pd .. ••• _d._.U. ... _. ttaa• I ... 

reu •VT Ufta1\el7 •• .. •--- ,...._ 

etra.-n-••• ..a -..-, Ia Ide .,..wt., -.1• 1te taw ••• llf..Uft 

... , or to«•• ttd.e tldlll· le :ntU .. taaa• u..., bat aolt rt •' 

rr,ooo,ooo· ~ (Ia aMIU.. to ....... a.,ooo,ooo of pH ott .... 

autret) •• tbat ho wuU '"'1N7 .n • U\Uo .-. eta !117 

1t WI uU Uko Ida te 4ID Uut\. I I'IJU .. tbd ... , wu pudM\7 

•• 1 Wllllllt ••-' ... -. u _. .. au ~ wttaa ._, ... ... 

.. WIN14 ~ ...... - ..... -.. ................ , ,..., 

"""aU..,. •' &h _... atar''lll• hW•' Mw Qlo • • 

10 'be.ton llteRM Ida tlll17 utw W I' ..... - .-17 • tw el •• 

110. lelt. I' IJU .. ..._, til .. wn - --~..U•e at ell. .. tu u 

thf1 ... 11•1 at, tlld.. I ~ to ...... 

lltuau.. n ..-14 pl'ellllll7 '*- - \lao ~ ... ...._.,_ 

Cll'er aao ••wtdatr ot tllo -.t- ..U pd .. •...., 0111. Is.­

qabo4 1111tt~Ua• 11e ww ..,.taa~a~ .... , w .-14 • .. fir .. tM 'rr'w 

IOU~ .. 1111 .. t.t a.ltr tt at'' ... , tlld Jt 1lls ..,-

dUfta.l' _. tllllatlt petrM7 '• h •n• ., .. 1 ... ._ .. , 

to IOtU.o ..... M ... 1 0' .... - 8 G • Ia .... U *I e 

MRat 111sttt sa •a· _, Ia kb 1 7 •· 'lllr -ell .aw••• 
the ..... a • ., 12 ..... It ....... IIIII, - .... "a .. 
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d\b u ......_ h 't 6t .,_,.,, .. a .... &I•P-. 

---------
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b.,.. .... 1/ .. 1Nij&lt ......... ·-u.. ............ .... 
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replllcl ~ U.. e1M W .. ,., .. a\ '-811/t &4 W esU ...aaer 
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-witb "the re•U tbsl \MIIr \e\e1 ...,.U.a t.r \lle te.r..., tr.ooo,ooo. 

low, he eslt, 

bare, I eslt, r'" .. Ula\ I \a1 1t et ~~~ _, .. Je7l at ..U 

lh• t~oua et 1111 Mlll' ae 11 ••eaU. wl\ll b .......... _. ae 

Pel'l at ~ I .. ~ 1\. I e1M ftltua .. lel._ ... 

Prealtnl' a na\-\ at. a ........ 1Cdtlll •• .... 01..U, after I bel 

'POll• \e IIIII =-U• Ia \lie •· 1M - Mtal et u .u, I -•u. .. c. 
.. , \bef I tel\ .. ., •n eaw .. \Ilia Wen \laM .. * I I Ia \ale 

Prt .... 1 ' ah• ... 
I \Ilia tiJ .. Ienlt ue .. a ~ ..-.. _. 5111111 ae 

t•u ,,., .,. .u ._ ~ ••'~r wtuM 11e Sa wta u tiM '••• am.ee 

Wll'l n.et t s:ee • \M ,... er - e cant• till ' ~ •• 

.-.1\F'\Ila ,,. &• I.U ... tH*• I I u-.. ani\ "'lie..,_ 
tt~ete- te,..-. ....... a. &lwla' etM."- Me 
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DATE ...,, •• 1"L 

suBJe:CT· .... .J•ma••ll• c-••• .. 'D'IDIL.IWIDDL 

I ..Uecl ~. Guipel at U.IO to 4Nw ll11 at:a•ttaa to U.. 

1'1' .. 14•'' 1 llat••' ,_.. .... aa Ulo pnee ooat-.aeo 1a ~ 

to tbt tftte\ tbal be •cl lbt Yr-17 bad • Dnl. ... o of ~ )1.­

-t.-plaU... a ,..~. Nda.U• la \be plcl pl'loo. Ill lllJ.e -­

UOD, I 1114• I -\tel bla to Dow ua.- I bad ~an bad a \ellfbWt 

CODYgaaU• .S.tb ~.I~ ot tho ~~17, 1a uao ..,.. .. of *ltll 

t he lat\tl' W tol.cl •• tala* be W ••• 1a all ll1• ~. 'bea _.,._. 

~ be aa •• ,., _. \Uti tb-. aa ,.atuT~ aoth'BI • •• -.~-.. 

aboll\ •• tu •• be ftl -•-eel· I ••Uoaecl Ula\ I bad tol.t tbo 

aaat to tbo ~ of ... ta.t. W a ..U. 1a tor uao lotb•' le ~ 

aod hacl teleptwecl bla (earipel) 1a o:rtu to keop bla poalecln I ..... 

t hat I tor oat tel\ 'ltl7 tot1a1\el7 aaancl oa thA polat .... CuicUel 

tbuktcl ... 

•• ua. ntw:ecl to....,.,. aaaa 1a Pub_. ~Qla!a .. 

that 1t1 t..,.. bad "- •• that \llllf U. tel\ tba\, 1t \hllf 

•uttcl to llaiEo a ..._.. tlalf' Wlllt loM b~J aa a •••" tlallf' W 

lnhl"'•tcl oal7 '"- Uao • Uat twr a l.JJI1Mcl l •'• ....... .., 

had Mlcl '1117 11\Ut ••••• ... aa a •"- ot he\• b .. ala r•IJ' 

bo11cht n aU llealk. I telcl bla uaat w ._.. nua .. auneat~ 

"bu.71nl naru.. n \be _114_ .. , _, ... tbo B.-k ot ... lat -· op....t.Ut 

1D the ... c11....-.... 

~a: ... 
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OF" NEW YORK 

,....,,,.."" CORRES PO NDENCE 

COIFI~D~--­

-l.. L-... U...--

DATE 91'11 I, UIL_ 

S UBJECT• I C e+yt pmM WftW 

•• • 7 ,,,. 

I ..u .. Jlao, Ae J-. • lltll _. ntene4 te ~ MJ..­

pilolle IIITW IU- 0~ ~ f, 1a Uae SS I'M of tld.lll I W p.-1 ... 

w ln b1a aow1f u. .. wn ..,- •• c.o~e,_.,. 1a-. .s.-.u.-. 

I 4.r .. la1a a\'-'ia w Uae .Ut••• ~\ _.. • taao Pn.S.••t d 

thle •ftlial'• ...... -r•••o _. ..... ..._,, Hlton tbd ... .._ 

••t •• ... o, I W W al .. - tel'tb • tuaPU• 'lllUl tale 

8ecretu7 of Ulo b'euu7 -. W ~- r l ,. .. to •••••• aftu 

two 4PT• of aJte•o' .a W )fta .....,.. 117 b1a Uad lao W •- 1a 

all hla lito ~el\ •'•• .._ 1ae dU ... _. tbd taauo aa wQH,. 

to en aott .. .._, •• tar •• ••••••• aa _....... I ..u-.. 

that, pu pUT, I ... tel\ 'I'UT ••f'ht~ UIU'ell • taad .. !a\. 

54 

I ..... tlaa\ w ._. ... 'ta71Jw RUU,. ntbu IGnuinlT 

1D th11 ..a.-_. tala\ \bo leaiE of •&'•4, 111\ll .... I W .,_. 

earlier 1a \lao •• aa •••-''• 1a \lao ... 41...U.. .. J ... 

ftllte4 to 1aaow *-'hW' \be Pnai&et• a _..._, appUe4 to ._... ao 

cold pl'ioe _. •• ll•'"• •·•• •• I ilfliH \be\ I aa ..Uaft .. 

1t 414. .. J ... .,,. .. - '-r tale ..U. 
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Secretary of State 

Washington 

2061 April 9 , 7 p .m. 

GRAY 

LONDON 

Dated April 9, 1937 

Received 3 : 30 p .m. 

FO~ TREASURY FRO)I BU'I'r:::RWORTR. 

n•e PI £'Sident • s announcement has had a reasauring 

effect on all London markets which previously were 

somewhat disorganized. For example, in the stock 

n.arket. Sout.:-. African gold sharer. not only decidedly de­

clined i n v~Jue but were almost u~saletle in the 

Llornir.g . Likewise in the bullion market there was prao­

&ically no demand for gold at fixing or immediately 

thereafter except from official sources . 

It is said in the City that the net inflow of funds 

into Frar ce since the announcement of the recetlt loan 

totals about five milliards and that the French authori­

ties are very pleased that the amount is so large and 

regard it in view of heavy gold pUrchases of commodities 

at higher prices as comparable to a financial inflow 

or say 6l milliards . It is also beli eved here that the 

French authorities welcomed the opport~~lty for a 

partial readjustment of the sterling- franc rate aa the 

moat 
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EDA - 2 - #206, April 9, 7 p .m. from London 

most likely means of eliminating the discount on the 

new loan and thus facilitat1ng i ts quotati on and the 

unclogging of the French money market . 

In this connection Waley stated in the course of 

ss 

a conversation at the Bri tish Treasury today that their 

information was that the permanent officials of the 

French Treasury were definitely concerned about the 

1nc~eas~ ln French costs; the cumulative effect of the 

so~1al meas~es particularly tho forty hour week, the 

alo1'ing down of French production due to the dis-

organ! zatic;: of the workmen, e t cetera, \Vas such as to 

over ,.\·a~ ue t~te franc . 

Waley also mentioned Arakawa, Japanese Financial 

Attache, had not yet come to see him regarding the 

tripartite monetary agreement (see my 199, April 2, 

S p .m. ) and he therefore assumed that due to the election 

in Japan the matter would re~aln in acryance. Waley 

specificall y inquired whether the Japanese had approached 

the United States in this regard. 

HPD 
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JO.a 611 

JROJia Alleriou lilbaaay, Parte 

DATil April I, 19S7, 5 P••• 

JROil OOODAI. 

4,,~' 

Parte exo~ aarke~ -• ezo1tecl. ~hrouahou~ ~e 

day cSile ~o ~he Allerioan gol4 aoare u4 ~o raor 

-~~ribu~e4 ~o LOB4oa an4 pr1n~e4 in ~he Jngliah f1D­

uo1&1 pre .. ~han ~he :rrenoh would 1e11 ~he frano e1Dk 

~o 113 ~o ~he p0\ID4, ~ha~ 1a, ~he aaxtaua 44rY&lu&UOD 

e~ieage4 b)' aone~ary law of OO~ober lat aa a s~ep 

nao .. aary 1n a new a4jua•ent of ~he tripartite 

arrangeaen~. The preaa a~reaae4 the po1n~ ~ha~ ~e 

:rrenoh ooa~rol h&4 aho111l little 1nol1n&t1oa to ~r)' 11o 

auppor~ ~he trano yesterday. 

Auriol h&e ~oday g1Ya 011~ a au~aent 4eny1nc 

mowleqe of &DJ' bade for the abOYe aenuonecl. a~oriea. 

llarke~ Wl4ara~ng 1a ~-~ :rranoh control boacla~ 

ac.e franoa apina~ 4ollara yeaterday &n4 ac.e ~hroap 

a~arl1D4r ~oday. J'renoh rente a 111prOYe4 an4 aharea goo4 

azoep~ gol4 aiDing aaour1t1ea which loa~ heaYily • 

.U 15al0 ~· 4rY8D1nlr I ha4 a ~aa wi~ OUiguel. 

Wor4 of Preai4an~ RooaeYel~'• 4an1al of any ohanga la 

gol4 polloy h&4 raaohecl hill frc. ~he J'ecl.aral Raa&rYe 

BaM 
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IIUik la •• Tan. •• lafw •• •• t~aa' a. I ..uet 

ne ~Jte' wu Mct••uc to offw do:U.U• ua4 nwlbe 

U4 t~aa' •~• wu a deoU.a• 1a tu a••• aptu' 'u 
~aDOo I •• &leo •ol4 'bJ O&r1pel ~t ·~• J'r.U 

ooa.trol b&4 liMa oa balaDoe a \N)'er of frano• for .U 

ci&J'· 
IULLift 
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ul\)0? W:.LTING April 9 , 19.37 
9:45 A. !.l . 

;>resent : 

, . • . J r: 

H. L Jr: 

:Jug i ll : 

H . .!. Jr : 

.:agill : 

ri • ' . Jr: 

Oliphant : 

H • .J.Jr: 

Oliphant: 

H. :.! . Jr: 

Bell: 

' Mrs Klotz 
Yr . 11.cRe:ynolds 
Yr. Lochhead 
:.Lr • U pllam 
Mr . Haas 
Miss " oche 
Dr . Viner 
Mr. Taylor 
Mr . Gaston 
Mr . Gibbons 
l.lr . Oliphant 
llr . Llag111 
Ur . Bell 

Have :you (Magill) got ~nytbing t hat has to be cleared? 

Well , I 1 ve got this main thing . It ' s this letter - a 
memorandum that the President asked you for on the 
letter from the Chamber of Commerce to him . 

What 's that about? 

\'/ell, the net of it is that 14r . Thomas Watson, Vice­
President - that they are willing - the Board of the 
United St ates Chamber wants to impose the present 
undistributed profits tax, but is willing to accept 
the President's ori ginal proposal , which, &she points 
out, would cost the corporations less money . The 
President asked for a memorandum. 

Any hurry? i',ba t' s the dote? 

'Ihe date on the President's letter is the 27th • 

(Oliphant comes in) 

Hello, Herman. I liked the Bay . 

Did you? 

Yes 

It ' s all right? 

Now, there ore certain things - I mean I want to see 
you (Bell) , don ' t I, t his afternoon? 

Yes 
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H. L! .Jr: 

Bell: 

JL J . Jr : 

Bell: 

ll . 11 . Jr: 

d. ;.! . Jr: 

lle:ll: 

Magill : 

H.'J .Jr : 

Bell: 

H • ..: . Jr : 

:.!ugill: 

R • .J .Jr: 

li&gill: 

- 2 -

Have you got your estima t es? 

No, I haven ' t got t he estimates. \'/hat do you mean -
of the revenue? I have the expenditure f i gur es . 

No, but have you got anything to go up with the 
?resiaent for his message? 

Oh, no. I'm waiting on lne Treasury . They won't 
be ready until Uonday , I understand . 

•'/ell, I just want to cneck off what I want to do . 

We ' ll have to work all weekend . 

They won' t have the t until llonday? 

I understand I 1ll get it sometime ~onday morning -
afternoon. 

You (Baas) are supposed to give it to me Monday 
morning. Supposed to clear it Uonday noon. 

Well then, that ' s out the window . I mean I won ' t 
have to - you won' t want to see me over the weekend 
on that? 

No, sir . 

!low, this letter . 

I• ve got this letter. And the other thing is the 
meeting of these actuaries on railroad retirement . 
Want to know how they came out? 

Yes 

Three of them nave agreea. All of' them other than 
Glenn, wno is Latimer's actuary , agreed that the rates 
ought to be five to nine percent . That ' s fi ve percent 
for t be first three years, then stepping up one percent 
for the next three years, and so on, and at the end of 
twelve years it would be nine percent, i nstead of 
seven, as at present proposed . And Glenn, Latimer' s 
actuary , would not agree to that, but said that be 
agreed the present r ates were low; and be proposes a 

• 
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K • .>~ . Jr: 

Magill: 

rl . I.! .Jr: 

~agill : 

H • .i . Jr : 

Jngill : 

H.I.I. Jr : 

1JcR : 

H .~ .Jr: 

Bell : 

H • .!. Jr: 

l.lr-gill : 

H.M.Jr: 

:Jag ill: 

H.!l .Jr: 

- J -

flat rate of seven percent, which is tbe present 
law . 

l•ell, a.m I going to get this in some form? That ' ll 
come up in Cabinet. 

Reagh is now preparing a report on the thing . 

I mean ~~11 I have anything by two? Or is it better •••• 

They're going to meet again t his afternoon, but I 
don ' t think there's much hope of getting any further , 
because I t hink it is pretty clear that Glenn is 
never going to agree with the other three . 

nell, wny 11ouldn 1 t it be better to suggest that we 
have a mee~ing Monday morning with that same group, 
at which ~:e'll present the report? Why not as& the 
same group? 

I should think thht would be a good idea. 

Why not suggest to them - have your office arrange 
a meeting here at 11 o'clock . 

Naster made a report of what happened . -
he was there. 

I mean 

flhy not invite them? .'/e ' ll have a little rehearsal 
ourselves. (To Mrs Klotz) Put Wr . Magill down for 
10:30. hnd would you (Bell) like to come at 10 : 30? 

Yes, sir. 

Then we can sort of chin the thing over . Then at 
11 o ' clock the actuaries . 

Vlell now, a t 11 do you want the actuaries? 

No, at 11 I want the same group that was here the 
other morning. 

That ' s what I t hought. 

And you'll make a report to them . But I want a dress 
rehearsal. with you and Bell at 10:30, so it won' t r ush 
me too much. If fOU call them, they ' ll know i t ' s 
coming up "onday. All r ight? 
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o . ... . Jr: 

••• gill : 

rl .U. Jr: 

.-L J . Jr: 

H . ... Jr: 

:.!:.gill : 

H. L. Jr: 

uliphont : 

~a gill : 

II . J . Jr : 

Yagill : 

ti . ~ .Jr: 

~~ugill : 

H •• J .Jr: 

IJugill : 

il.J . Jr : 

- 4 -

Good. 

Then the other thing you ' ve got is the Presi dent ' s 
lett.er . 

Thet 1 s right • 

\Vell, there ' s no nurry tbout thut. I mean if you give 
it to me, 1 111 try to catch up on my reading . 

Ur. Oliphant, Mr . rlaas, ond Ur . Gaston have copies. 

:/ell, have tney r,pproved? 

'Ihey - no, t!ley hr.ven 1 t. 

1/ell, I'd like to wait until - then let' s put i t over 
to Monday . Give these felloNs a chance to make any 
suggestions tney have to make to you, and if you want 
to you can incorporate it and then you give i t to me. 
Ho:; 1 s that? 

Good . 

I mean if it isn ' t Yonday it 's Tuesday. 

Maybe !Jonday we could all go over it and t hen come to 
you Tuesday • 

iie ought not, I shoulo think, delay 1t too tong . 

Put it this way . J,ny time that the men - you' ve given 
it to them to make suggestions . 

I •d like to take it up, i f we could, Monday afternoon. 

Fine . Then cnen the letter has p&ssed the board, bring 
it to me. 

Good. But we oeet a t two o 'clock, say, Monday. 

What else you got ? 

That ' s all:. 

Swell . In this thing - I mean I'm so far behind in~ 
rebding. I caught up partly on it . And t here is a 
letter - W. o • ~ay, Nriting a memorandum for the Presi­
dent of the United Steel Corporation, wnich is to the 
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Oliphant: 

Taylor : 

H. !J . Jr : 

li . :..! . Jr : 

Magill : 

ri . :.i . Jr: 

J.lugill : 

H . .J. Jr : 

Oliphant: 

li.I.I .Jr: 

Oliphant : 

- 5 -

President, on t his some subJect . And after Urs . 
l{lotz has a chance to go through the stuff, it wi ll 
come to me . But fl . O' llay 1Yr1ting for the Presi dent 
of the Steel Corporation. 

Give us each copi es of it? 

SJ 

When you (!drs Klo t z) get ~o it, you might ha ve Mr . 
Oliphant and Mr . Haas each get a copy. You interested, 
Taylor? 

If you want me to be . 

George O'llay? 

I . 0 11i!ay . l<o , George 0 •Way . 

George O'llay . 

Anybody 'Rants t o s end in a ;·rritten r eport •••• 

Better gi ve me a copy . 

Yes, the t hing i s written t o go to you. And it won't 
cost us ten thousand dollars either to look at it . 
Al l right, anything else? 

That ' s all I ' ve got - estimates, r ailroad r etirement, 
and the letter to the President. 

Her oan? 

You wer e rignt about postpon1ng the further in~uiry 
of the httorney General until Monday, because we 
have a response from Yr . l{eenan consisting of three 
lett ers totalling 23 pages that sort of ramble all 
over the lot. I ' ve had a summary of the 23 pages 
made and I' d like to leave that with you, with the 
ori gi nal letter . I think you may want to ••••• 

Vlell, before anything 
his charges answer ed . 
have it in one bite . 

I ' d like to have t ha t charge -
Instead of two bites, I' d ra ther 

Nell tnen, before you ace it we ' ll get t ogether -
Helvering and McReynolds and Graves . 
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- 6 -

Y~Reynolds : Graves is going Sunoay to Chicago . Be ought to know 
Wll8 t ' s in i 1. before ne goes . 

tl • .I . Jr : 

Oliphant : 

!l . :.! . Jr : 

Oliphant: 

a ..... Jr: 

Oliph~c.nt. : 

H . .. ! . Jr : 

Oliphant: 

H. 'l. Jr : 

Oli;>hant : 

d • .J .Jr: 

Oliphant : 

d . :.! . Jr : 

Oliph~tnt : 

H.!.I .Jr : 

Ol.lphant : 

H. M. Jr: 

vliphant: 

Yes , and you better answer it, too . When I get his 
letter I ' d like to say, "Charge - answer; char ge -
answer . " 

O. K. 

You ~now, this fellow down there - fellow that runs 
the place - you know, funny place, Chesapeake Bay . 
He says, "The longer you stHy here, the sleepier you 
get . " 

Hub?-

I don' t mean it any W6 Y personal, Herman. But I wasn 't 
there quite l ong enough. 

,'/ell, I 1 ve been there t hree years . 

He also told me t ha t besides the President I w~c.s the 
"onliest" one t hat slept in the bed - Presidentia l 
bed down there . 

The 11onliest11 one? 

The "onliest" one . All right? 

That ' s all. 

Are tne caarges "Korryable"? Huh? 

No . 

All rignt. 

Still, you' ll went t o read the letter. 

V/hat else you got , Ur . Oliphant? 

Nothing. 

Sure? 

Well, Bankhead sort of misunderstood on sending down 
t nat letter t o prefer charges . He thought that you 
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*ere trying to avoid the investigation, see wnat I mean? 

I think you misunderstood him, Herman. 

Huh? I don 't t nink so . 

I don ' t think he thought the Secretary was trying to 
avoid anything . Dut, as I understood Bankhead ' s 
attitude, he just didn' t agree that they ought to 
recognize a resolution coming from that source as a 
basis for investigation of anything in the Treasury, 
ann that was my understanding of his attitude . 

Well, tae resolution has two angles. The minor angle 
is investigation. 

fiell , was he sore? 

Oh no . 

Should I call him? 

No. 

No, be wasn' t sore. He was very considerate, but 
doubtful of the propriety of permitting a resolution 
presented in the way that that one was presented 
getting by in the House . I think it' s a question of 
his feeling •hat he, as Speaker , can permit the fellows -
the critical guys to get away with . 

\Yell now, the fellow is a Democrat and the resolution 
has t~o angles: to a minor degree, charges against the 
Treasury; to a ma jor degree, ch&rges against the liquor 
interests. 

1/ell, Herman, I can't 4u1te get it . Should I do 
anything? 

Well, I'd like to have Hester talk to him again. 

Well, the point, I think, is that under the situation 
as it now exists I don ' t believe that the Speaker is 
going to permit that thing to come up, and unless the 
Secretary wants to make it clear from his own stand­
point that he, as a matter of policy, wants it to come 
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up, I aon ' t think ne •s going to let it come up at all . 

r think you should forget it. 

~isten, I ' ll appoint Mac , Gaston, and Oliphant, and 
whatever tney decide suits me . 

All r i ght. 

How ' s that? 

That ' s fine . 

Sold? 

Sold . 

Anything else? 

No, sir , my shelves are empty; you•ve got everything 
I have. 

Swell . 

Herbert, when you say we ' re n9t going to change the 
price of gold, why don ' t you say it with a bite in it? 
I heard it over the radio . 

Didn't thi~ it was strong enough? 

No. 

• ell, I wanted to leave a 11 ttle opportun1 ty to change 
your mind . 

And in the paper, yesterday's Tribune, it says that the 
President and I denied it, and I didn ' t remember deny­
ing it . 

What I told them all uniformly was that there had been 
no change i n the Treasury ' s policy as to gold, and 
that there had been no intimation from the Treasury 
Department of anr change in its pol icy as to gold . 

Eddie and I ~going to send a letter to Arthur Krock­
"Please send us a copy of Dickens. We don ' t know our 
Wrs. Gummidge." Did you (Urs Klotz) read Arthur Krock 
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yesterday? 

'trs Klotz : No , 

.! . J . Jr : He never can mi ss a chance Just to put a little knife 
in ce, can he? 

Gaston: He had a swell statement in that column the day before 
yesterday about the necessity for revision; he was 
talking vbout not having enougn r evenue , so tha t 
proved that we must r evise the undi stributed profits 
tax, apparently for the purpose of losing some more 
revenue . 

h . J . Jr : No exci tement whil e I was away or anything? 

Guston: No . 'Ihe boys got tne impression that you were hiding 
out studying some problEm, and I thought that was all 
right . 

Viner : The migr a tion of fish in Chesapeake Bay . 

tl . ;l. , Jr : No press conferences? 

GL ston: No . I suppose that you noticed, though, apparently 
backed by the .• hol e Democra tic majori ty, there is a 
bill doNn there for a hundred million for state gr ants 
for educational purposes this year, and two hundred 
million next ye~r , and thre~ hun~red million the next 
year . Put .t!&rrison is behind it, and all the education 
societies in the worla are behind it . 

~ .J . Jr : It ' s all right . 

Bell : It ' s going to pass . 

Guston: I should think so . 

nell: I t hi nk the only chance is nnving a veto , 

ii .s ,Jr: 

Guston: 

That ' s all right; let t he bond market go down a 
couple more points a nd then maybe these fellows will 
begin to realize what it's all about . 

Duffield says he ' s more perplexed t han ever whet we 1re 
going t o do about financing , and I told him that was 
all right . 
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Let the bond market go down a couple more points 
and I'll lose f ive pounds more; maybe these fellows 
will ••••• I certainly can afford to be comfortable; 
my Job ' s done . l.'e1 ve done our Job . The little money 
we have to pick up we can pick up . And after it gets 
bed enough and some of the big business men who have 
friends on the Bill begin to complain and they begin 
to listen - a few more refunding& go sour, a few of 
them back up on some of these fellows , and they start 
going up on the Hill. The best thing that ! ever said 
was Yonday when I said we needed extra money . You see 
what Joe Robinson said today. 

Yes, yes . 

All right, we'll go along. 

Wayne? 

Bill :.lyers wants five minutes today. 

Well, if he wants to argue with me ••• • 

Doesn 1 t want to argue . ne ' s got a swell plan, but 
would liAe to discuss it with you. 

Well, he Jus t 11ants to put pressure on me, doesn' t he? 

No, no. 

On tnis refundi ng? 

Nbs t he •.wants to do is call wh~o. t he can call, which 
will amount to about a third, and pay it off in cash. 

That's all right. 

Got about 33 million casn, and then he ' s going to 
borrow from banks on short terms . 

Those are - hiw o~ individual banks to do tha t . 

All right, 12 o ' clock. "ill you tell him? 

Yes. It's by far the best thing you can do. 

Oil, all right. 7/ha t else? 

That ' s all. 
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r.el~, after this i s over I want you to stay. 

I got ie~es coming in at 10: 15 and I have to see 
him for five minutes . 

S9 

I got a telegr&m addressed to me yesterday from 
Frisco saying tha t merchundise is being held up 
similar to the one you got !'rom New York, and I 
had Frank l.Jo.v call up the Collector out there and 
there was nothing t o it. I think it ' s a little 
propaganda going on tnrough certain merchants • 
associ ati ons . Reme~ber in t hat letter the fellow 
sai d as one Democr 6t to unot.her tnat ne were - •ell, 
the .vhole n~inistra tion puts certain things in the 
law, tnen tne1 close tneir eyes ' and let them slip 
by. But we've got to put tnem right on it. 

This fellow, tne superintendent doNn tnere - per­
fectly serious - 11You ~ow, it's a very interesting 
thing, but the only people on the relief down here 
in t his part of the world are Republicans." So I 
sai d , 11 .Vell, ho,; do you fig ure that?" "VIell," he 
said, 11 they 1re s uch a shiftless lot. The Democrat s 
don ' t need it." 

All Democrats have r egular Government jobs . 

I mean you pick up a lot of stuff like t hat . I~ 1 s 
an amusing thing - it tooK 25 minutes , or 23 mihutes, 
t o go tnere by a irplane; coming back, by water, 17 
hours . 

You ( Viner) stay afterwards . 

!iiss Roche? 

Our State Health Of ficers Conference ended very satis­
factorily . There 1~ere four general lines on which 
reports were summarized . I 1ll send you a brief memor­
andum on it . They were on nutrition; control of the 
very dangerous possibilities of yellow fever - ~ir travel 
in South America; stream pollution; and the training of 
public health personnel. 

They didn' t brea.c loose on the Red Cross? 

Not in our conference. There was some discussion in 
the day and a half of conferences in their own group, 
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preceding the ones in general; there was discussion 
of better correlation of St~te and Red Cross and 
Federal activities during emergency, but no special 
criticism • 

Good . 

George? 

I have nothing new. 

Nothing . 

Tom Smith is all right, is he? Dia you see him? 

He'll be here today • 

Ob, I Nant to see him . Let•s work this thing out . 
You s ay Bill llyers needs ten minutes? 

That 1 11 be plenty . 

Then we c11n give Tom Smith 12:10 . Give Bill l&yers 
ten minutes, give Tom Smith ten minutes . New plan, 
ChesapeaKe plan - "Sleep like a kitten. " 

Aren' t you kittenish? 

Best vaca tion I've had in a year. 

Archie? 

Nothing. 

Dan? 

I have nothing, except t hut if you want to send that 
bill forward now to restore the stock of currency 
which belongs t o the F'eder&l Reserve Banks, I t hink 
it might receive favorable consideration. ~o~r as 
the Chairman of t he hppropriations Committee is 
concerned, be has no objection. He did suggest that 
instead of having it appr opri ate the three million, 
we merely authorize an appropriation . I don't think 
we ' d ob j ect to that; and thot eliminates any considera­
tion at this time of his Committee. I told him I 
d i dn't think we ' d have any objecti on . I sent to you 
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a draft of the bill with thnt change • 

Would you f i sh out Mr . Ihlder 1 s bill, which wonts to 
do u couple littl e things? I 1d like to take n look 
at it. 

Alley dwellings . 

71 

A couple li ttle things. He wants to be able to buy 
property other th&n alley propert~ - some negro swamps 
he wants to.. . . I understand its hel d up . 

In my place? 

Yes . And the first t ime you ge t a chance I thought 
you &nd I would go look vt some of his work. I wanted 
to last week . o'lould you kind of fish it out? From 
all accounts , ne 1 s aoing a grand Job . I t hink ne 1 s 
doing the best job in sl~~ clearance of a~body today . 
Well, if you' ll fish i t out . 

All right . 

And I ' d l i ke you t o stay right after t his meeting. 

Mac? 

I have not hing to bring up . I 1 ve got t hE t Hester • ••• 

Pardon me? 

I ' ve got t hat Hester t hing still in my basket . You 
signed it and sent it out, but sai d you wanted to 
talk t o me about it. 

Bring it in. Per sonally - I mean there ' s several 
things I wanted to do this morning , but I don't want 
to hold it up . 

I 've held i t up there . Jus t happened t o notice it . 

Well now, i f Bell, Lochhead , Upham, Haas - I mean the 
people on the f inance - Taylor, would s t ay, I 1d 
appreciate it . 
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pres ident U h&Ylng a conter.noe at. 11 o'clock wit.h t.he 

tollow1ng and would like RK,Jr preeent: 

Dr. L!erriam 
Dr. Ruml, National Resource• Board 
Secretary Ioltea 
secretary Perkins 
Secretary Wallace 
Harry Hopltine 
Eoolu 
ur. Lubin 

(Preliminary discussion ot conservation of national reaouroee) 

CABINET AT 2 o'clock 

• 
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TREASURY DEPARTMENT 

BUREAU OF CUSTOMS 

WASHINGTON 

I .. appe""lwr; bel .. o.,- of ~lelfta thie U.:r r..,dftll rr. 

the 811penh1q Cueto .. .A.cat at hw Yo"' relatin to ~ toraaat1• 

ot tho UIBAn -.roetl..o ~Unr; ouo at 1ft Yorlt. 't'la• 
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•nn•n - l>I'Wpt to tna1 tao.u;r. •GOPloto4 laot 

111pt STOP .ill .... *ipo oUJIIBir• ploaUd pllt;r a.tter pnn.­

...to ouo -• 1a STOP ••t ot .. fu.4oat•• ltoatnaiao ..... 

boat-.a. aat otorotoopwt a11 »ala:r•• with wuu. B-a1• 

I hli ok Butto • ... tb1o Iliad&• fGI&Dl C011 t:r ooat«Mo April 

a1aetooath STOP C..ot-.. Bonioo hichl:r praioo4 tr,_ -.oh 

b;r rrial JUr Moo•••Ua for ou\otUI41Jic !.Jiftetiptiw 1101'11: 

Uld aoolloat --r oo.oo wu p~ for trial 8!01' JU&• 

Mo11Girita ototM CJ]OU I ... t OCIII(Ilt.Dt tllo Cueto. .a.c-to 

Uod all tllo other ouot-.. oft1ooro for tbe ~ illftoti• 

ptln writ 4- 1a thh oaoo Shotrlook Boluo -• a JICITioo .,.. 

pero4 lri til til• UICJ]OU IKlBIR'lS. 1 

10• Jlr. ao..tea 
Jlr. Olllboao 
Jlr. Xo;rlo 
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P.AR!UL PAR.APIIRASI or !ILICilAII RIOIInD 

J'ROII: J.aerioan lllba .. y, Parle, l'l'&DCe 

DJ.TI: J.pril 10, 1937. 

Jo.: <l?l 

SIOTIOI 00. rROII OOOII!Wf. 

Unofficial exchange t rading at Par1a thle moru1ng 

ie still nenoue. Statement& issued yeetercSay by Presi­

dent RooeeYeU and French lliniater of Ji.Dilnoe bad good 

effect late yeetercSay and preae etatee they ehould tea.d 

to bring back calm to the markets. The disturbing fact or 

this mornizlg i e the behartour of the L011don gold •rket 

where parh understands SOl bare were offered o.nd the 

Bank of England had t o buy in 376 thereof. Guaranty here 

has had no new i n s tructions on gold policy and 1a, there­

fore, still 1naotiYe. 

The financial counsellor of the British Z.baeey 

here (Rowe Dutton) t his morning y olunteered to ae hie 

op1ni011 that the French franc will not go back to the 

(oaieeion) of a week ago, but he thinks it will be acre 

likely t o stay oloee to 110 to the pound. He told ae 

he beli..,ea this would be a wise ao.e, in other words, 

to accept the depreoiaUon which baa beea. brought to the 

franc by the J.aerioan gold eoare. 

DD BICTIOI OU. 

BULLI!T. 

IA:LWW 

74 
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PAIUl'BP.ftJ: or SEOTIOJ TWO Or TELIGJUM JO, 471 of 
April 10, 1937, fro. the .AIMrican Dlbe.•IIJ, Parh. 

so little aargin would be left between tbe current rata 

and the a&xiaua devaluation rata of 112 france to the 

pound t hat he felt there would be little incentiTa fer 

epeoulaUOD in the future trano. 

Laat nipt de Caatallane, who represate the Bankers 

Trust in Paris, expreeaad an opinion eia1lar to Rowe 

Dutton' s in a conTeraatiOD I had with him. 

I had a talk thia morning with Guaranty trader , who 

told me that French contr ol came in as a buyer of sterling 

l aat night at 109.ao,and at 108.90 thia morning. This 

trader believes that the control haa for~lated no poeiti._ 

policy, ••rrttt•-•••x but that it will follow the market 

oloaa, interTening occasionally until a mere clear indica­

tion of the noraal level h giTen. 

Recently I was inforaed by Cariguel that at the first 

aeatiag of the French &xcbanp Ooaaittee ( set up wi th the 

change in rrench policy in March), perattting the franc t o 

sink iaaadiataly to ita lowed legal liai t was fuorad by 

moat of the ••bera. They were prevailad upon by Carigual 

to parmi t him to gat in ae much foreign exchange as he 

c ould at a rate aora faTorable to th•· Be thus 8Wlcaada4 

(as prniOWily reported in ay cables) in rebuilding the 

' gold 
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gold bold1J1.1a of ~. tUDd to al.aoet tUty perout of ita 

total capital at around l06 to 7. Should enoucb oollfict•o• 

ret\irD far b&Ditere to ap1n take up tapart&Dt uounte of 

London an4 continental gold for eh1~nt to •ew Tort, the 

dollars .acle &Y&1lable therefor a1ght eo &ffeot ratae 

Car1guel oould aoqu1re fair aaounte at the pre .. nt prloe, 

ar if the dollar wpply 1a quite large, at &D nan aore 

fa...orable prioe. Oar1guel will naturally dea1re to lteep 

on rebuilding h1a exchange &D4 gold holdings aa cheaply 

aa poee1ble but at1ll aYoid -•Ung hie supply if the franc 

should ahow a definite trend toward the lower lt.it where 

be would be obligecl to bold it. 

On Sunday morning I l eaYe for Basel. BowDYer I u 

not vieit1ng Baden Weiler, where SOh&Oht will entertalll. 

BIB off1c1ale at noon (just ae he enterta1Decl thBIII at the 

tillle of the aeeting in APril of laet year). 

DD lliSSAOI, 

BULLI'l'T. 

U:Lft 
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JR 

Secr e tary of State, 

v:ashington6 

209 . April 10, 2 p :m. 

GRAY 

London 

Dated April 10, 1937 

Rec ' d 10:35 a .m~ 

FOR TREASURY F.!Oii BUT'l'Ei!II'ORTB . 

The repercussion of the events of the past three 

day~ is still somewhat felt in the bullion and exchange 

markets wher e dealers are marking t~e . Today 1 s gold 

fixing wac un·~sually large and off<.c ial sources wa ra 

forced & ' taic ~ 376 of the 501 bars ,,ffe••P.d at a dl 'count 

on the .:Ollar of frC'm 3 to 3t penc.., . Go::.d futures have 

somewhat improved and are now 2 pence either side of par 

for three months . 

.. 
77 

The following comment b·r the City Editor of the Timet 

may .be of interest: 

"President Roosevelt's statement being the first 

definitely official denial that any change was contemplated 

brought about a complete r eve rsal in markets both here 

~nd elsewhere . The rumors had gained credence for the 

reason that owing to the ra~d rise in prices in America 

it was known that the authoritie s desired to check t he 

movement 1n order to prevent a subsequent collapse . The 

rumor• 
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JR # 209, April 10, 2 p .m., from London . 

rumors have had a salutary effect in the sense that they 

have brought about a considerable liquidation of specul­

ative positions and therefore have strengthened the 

technical position of markets . A still more valuable 

lesson to be learned from the three days' events is that 

any important reduction in the price of gold by arbitrary 

political action would have deflationary effects, since 

the economy of America, as of this country, has for the 

last few weeks been adapting itself to the higher price 

of gold and other col!lllodities" . 

BINGHA!1 

BPD 

.. 
78 
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SOVIET RUSSIA 

HU,Jr ' s conference with Ur. Oumansky a t Secretary's mme. 
Hll , J r suggested RuesiRn State Bank m1gbt deal directly in 
shipping gold to US and avoid several commissi ons. Dis­
tinctly to interests of USSR to see t hAt gold is mai nt ained 
as yardsti ck of value and as medium of balance o! payment. 
HU,Jr wo~ld like mut ual exchange of views and inf ormation. 

April 22 , 1937 

Oumansky 's return call on Secretary with answers. USSR agrees 
that exchange of information would be useful and opportune, 
and would prefer to deal directly with Federal Reserve Bank. 
~.Jr ' s idea of USSR being interested in etable gold market 
is shared by Uoscow. USSR will appoint permanent represen­
t ative of Soviet State Bank i n us. Oumansky sai d Soviet 
s t•te Bank would profer to desl directly with FRB in selling 
gold and t o make depos its through Bank of England. He in­
quired 1f earmark could be done through Bank of England. 

HU,Jr telephoned Eccles to confirm hi s beli ef that i f Russian 
State Bank asked US t o buY and sell gold, that PRB would be 
pl eased to have relatione with them. Eccles said it had not 
been before the Board. 

~~.Jr t el ephoned Governor Harrison of FRB and HU,Jr put the 
dtrec t question to him. Harrison is having meeting with Bord 
Directors today and will ask the question. Hm,Jr said he 
particularly wanted sovi et State Bank to have an account wit h 
PM. 

April 22. 1937 

79 

Harrison ' s response by telephOne to Secretary ' s inquiry. If 
request of Soviet State Bank approved by Board of Director s 
of Federal Reserve Syotew, PRB of lTY would open an account 
provided certain infor mation about set-up of bank is f urni shed. 

Apri l 29 . 1937 

Taylor's memo t o secr et ary.report ing on conversation with 
Oumansky at l unch today when Lochhead was present~ General 
discussion of cap itali sm, business cyclae, et c. 
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April 30, 19§7 

or. Haas• memo to Secretary giving diges t or two artio1ee 
on Russian Foreign Trade. 

!.!& 11. 1937 

HU, J r's conference with Feis and Kelly of State Department 
t o di s cuss present status of Russian debt to US . 

!Say 12. 1937 

80 

State Department's letter inclosing copy of gentlemen's agree­
ment between The President and lir. t itvinoff and summary of 
nogot at1ons which subsequently toolt place with t .he Soviet 
Government with regard t o settlement of American claims. 

!.ls,y 26 1 19§7 

Dr. White's memo t o Secr etary referr ing t o HU,Jr's conversa­
tion with Ur. Oumaneky re Russian gold producti on. 

J.!a,y 26 , 1 937 

~bnssador Troyanovsky' s conference with Secretary. Oum~ky 
al so present. HU,Jr referred to unknown quantity or Ruesian 
gold and again suggested tree exchange of information, and 
produced chart t o show what happened to price of plat1hum. 

MaY 28, 1937 

Harrison' s telephone call to secretary informing HU,Jr that 
FRB has received telegram f ormally r equesting opening of an 
account by USSR; also, telegram said Russian State Bank is 
sending FRB the in1'orroation requested. 

June 16 1 19§7 

Troyanovsky' s call on Secretary t o bring answer to query or 
~ 26. USSR regards question or gold production as a domestic 
question, but is w111ing t o diecuss quest ion or movement or 
gold t o the world market. Troyanovsky reported h1s Government 
ready to discuss an agreement to sell their gold and to disouee 
possibili)y of malting deposit or gold s old in some place without 
sending to world market. HU,Jr inquired if that meant earmark 
the gold 1n Russia and the Ambassador said yea. 
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June 15 . 19;57 

State Department ' s letter inclosing memor andum of i nformat i on 
available in their Depart ment concerning Soviet partic i pati on 
in interna tional arrangements dealing with the sale or Soviet 
timber a nd sugar i n the world market. 

~une 24 , 1937 

State Department ' s l et ter transmitting copy ot t elegram t r om 
American Embassy, Uoacow, on Soviet gold industry. Emba ssy 
has learned that producti on or Soviet gold has been di miniah­
tng rather than 1ncr~aeing in the peat a t o 10 mont hs. 

J ul.;! e, 1937 

St~tc De)artment ' s letter transmi t ting copy or telegram troa 
Embe.Gt Jt, Uoscow, on Soviet sold production . Another aour ce 
of information says Sovet production or gold ha s not equaled, 
ln the pact 6 monthc , the planned increase and has been de-
creasing i n many r egi ons . 

JulY 12 , 1G37 

Oumansk,y 'a conference with HL! , .rr. Ruseim State Bank ha s 
es t ablished relat i ons with FRB but one or first aotual oper a­
tions did not wor k . JulY 7 the USSR asked FRB t o buy gold 
baro from i t whi ch were on London market and sugges t ing this 
gold must no t necessarilY be shipped to US. HM,Jr said he 
was wrong ; a similar request f rom s~,i tzerland had been t urned 
down. Treasury docs not pay tor gold delivered in London. 
HL! ,Jr t hen refer red to transcript or conversati on with Ambas­
cador and diScovered m.1sunderotand1ng arose froo a remark by 
!.:r. Taylor. 

JulY 17, 1937 
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State Department ' s l e t ter transmitting informat i on from Embaeay, 
Uoscow, on Soviet gold indus t ry and i nclosing memorandum of 
s t ntement.a made by an b ericnn mining engineer formerly employed 
by Soviet Gold Trust i n regard to condtions in Soviet gold 
1nduGtry . 
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Present: 

6 p . m., Sunday , April 11, 1937 
at the Secretary' o J~:Gm-.. 

Secre~y Uor6enthau 
llr. Owuansk,y, Counselor ot the Embassy, Union 

ot Soviet Socialist Republica 
Dr. Herbert Feie 

Ur. Oumansky: How have you been, ur. Secretary? 

HU,Jr: I have been pretty well, whon you consider the 
r ouSh treatnent I get in this country. 

Ur. Oumansk;: : It le not the s8J!Ie houee where Ur. Litvinott 
where we had a wonderful evening with you? 

HU,J r: No. That wae on Kalorama Road. 

Ur. Oumansky: Isn't that near here? 

HU ,Jr: Yes ; Just up a little bit. We had two evenings 
t hat were nice and I always look baok •..... 

Ur. Oumansk.,v: It is a good cemory. 

HU,Jr: ae one ot the most i nteresting and exolting 
evente while I have been 1n Washington and it was very lnter­
eet lng, especi allY ae I was not in the Treasury . It wae sort 
ot outside. 

'!..!r. Oumansky: Yea, but you were appointed during our stay 
here , weren't you? 

HU Jr: I don't know how it came about , but the President 
aeeme! to t hink it he used me in that way -- and your people 
here see.med to have confidence 1n me and so 1t started . I 
don't know why it started with me. I don't know. But any­
way, i t wor ked out very nicelY and I always look back-- some 
tiDe I hope to see Ur. Litv1nott &&ain. 

Ur . Oumansky: Uaybe during the Coronati on? 

HU,Jr: I ~ not going. As I under stand, all sensi ble 
English people are l eaving England at that t l me , r ent ing thei r 
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nousee and making good money . 

Dr. Feis. Of course. I a.c sure many English are. 

HU,Jr: The reason I asked you t o come is this: during 
a very short period, your Government has sent to the United 
States something like $60,000,000. 

Ur. oumansk.y: You mean gold? 

HJJ.Jr: Gold. Which we have bought. Russian bars. 
Incidentally, mAY I compliment you on the fineness ot t he 
refining of the Russian bars. 

llr. Oumansk.y: I see. 

83 

H!.l,Jr: We recogni:r.e your mark and talte them. 
1n England. Your bars and your silver are second 
ours in purity. 

They won't. 
only to 

Ur. Oumansk.y: I see . 

HW ,Jr: And accuracy. 

!.!r. Oumansk,y: Of the weight. 

Hll ,J r: Of wei ght. . And purit.y. 

Ur . Oumansk.y: I see. 

HU.Jr: We are told there may be anot.her $140,001,000. 
So tar, all the information has been correct, but none ,of 
1t coming from your Government. We are 1n the place of a 
buyer, but we don ' t understand our customer. We are furnish­
ing t.he dollar and we don ' t know the reason tor it, and i t 
worri es me . In the first. place, it's an added expense to 
our Trea sury because I have to go out Rnd borrow t he money. 

Ur. Oumansk.y: Uh-buh. 

!W,Jr: To pay you. 

Ur. oumansk.y: I see. 

HU,Jr; Because we are sterilizing t.he gold t.hat oomee 
in, you see, not to add t o our reeervee. 
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!.lr. oumanek,y: Yea. 

HU,Jr: Fur~beruore , if you don'~ mind my saying, the 
ce~hod you are uei ng 1G very expensive ~o you because you 
go through f ive or su hands •..... 

l.lr . Ouoanek,y: Uh-huh . 

Hll . ~r: . .. . . and pay commissions over and over again ••••. 

Mr. Oumans k,y: I see . 

HU,Jr: ..... until it arrives finally to ~he credi t or 
t he Am~org, when you might -- the Ruse ian . S t li. e Bank could 
do business with us directly and cut out all these middlemen. 

t!r. Oumansk,y: Uh- huh. 
t l:. is country? 

Are the oiddlemen right here in 

HJ.I , J r: Some here , and some on ~he other si<ls . 

!lr. oumanek,y : Ye a . 

Hll ,Jr: Ur. l ochhead, or my office, has all this and I 
tried to get him, but he's do~ i n llAryland. But there 
are nucbers or cor porations t hat you use. I haven 't got 
a ll, but t her e are a l ot of handli ng charges where you 
could do away wi~h so many middlemen. Why should you use 
an outsider when t he Russian Sta~e Bank could do business 
directly? You have ~o come to us ul~imately, anyway, be­
cause we are t he ult i mate buyer and then if you did busi­
ness with us directly, not only would you save coney, but 
it would give us a chance to prepare for it . 

Ur . Oumanok,y : I see . 

HU.Jr: If, for instance, you would say t hat during t he 
next week we propose to do so and ao . The Argentine Gov­
ernment, tor ins t ance, has transferred, I think something 
l i ke $100 ,000 ,000, or close to that , or credits tha~ they 
had in England. IJy figure may be wrong ..... 

Ur. Oucansk,y: Yes. 

RU, Jr: .•...• but it' s pretty nearly righ~ - - credits t hey 
had in sterling to dollars here, to pay orr and refund t heir 
bonds. You see? 

84 
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ur. Oumansk.y: Uh- huh. 

HU.Jr: But t hey give us 49 hours' notice . 

L!r . oumanak.y: I aee. 

cs 

H~.Jr: I mean, the Argentine Government notifies us and 
t hey notify t he BAnk or Engl and that during this week we are 
soing to sell $45,000 ,000 worth or Sterling and buy $45 ,000,000 
worth of dollars , and it gives us an opportunity to handl e 
such o. •••••.. 

Ur. Oumanck.y : It go~e from Government to Government? The 
notification? 

HU,J r: The notifica t i on. 
Sank of England and notifies 
Feder al Reserve in tlew York, 

Their Central Bank notifies t he 
our fis cal agent, which is the 
that thin is comi ng. 

Ur. Oumansk.y: Yea. 

HM,Jr: And then, due t o our Tri partite Agreement, i t gives 
us a chance to handle s uch a large transact ion. Now, in normal 
times , when there are no restrictions , before t he world War, 
a t r ansaction like that would flow through private hands a.nd 
woul d flow normally, but it's unable now to do eo on account 
or t here not being enough fore ign exchange to go around and 
they would not have to notify us, but t hey would do it ae a 
C8tter of courtesy and they tell us whY they want the money 
And we provide it, b eca use what we are trying to do - - the 
Stat e Department and ourselves -- is t o incre&ee t he flow of 
trade and if you are going to i ncrease the f l ow of trade you 
have to supply foreign exchange. 

llr. Oppensky : Ot course . 

Hll .Jr: Now, in your case t hey use these different corpor­
a tions and different methods and it goes tnroush a ll of these 
hands and we don't reali~e it's cooing until it's right there. 

ur. OUQ&nsk.y: I s ee. 

Hll Jr : There 1e no explanati on. 
say, lwell, we don ' t intend to give 
is within your right. 

You can perfectly well 
you ~tny explanation,' whi ch 

Ur. oumansk.y: so far I have not been interested in the 
teohnical part of handling it . I don't know. 
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HlLJr: I think when you lol k into 1t , you won't beUeve 
it that they should go through all of these unnecessary mo­
tions to t r ansfer these funds and , 1n the first place, it's 
costly, it's clumsy, and 1t'a unnecessary, and 1t cakes it 
that much more di fficult tor us to keep our exchanges even. 
After all, 1! the figures are correct, it your Government 11 
the second larsest holder or gold 1n the world -- I oe~n . t he 
!lgure we have 1s $6,000,000,000 --that's what the League ot 
lations and various people have; I don 't know; we can't get 
an official figure ...•. 

Ur. Oumanak,y: You mean output or cumulative reserves? 

HU.Jr: We c~n't get either. I asked Ambassador Davies 
t o get it and he could not get it. But Just let me give you 
this idea: it it 1a true, it 1n both out put an~ reserve that 
your Government i s second 1n gold to the United S.atee, then 
you are very ouch interested 1n gold. You are just as much 
interested as we are. 

Ur . Oumansk,y: Yea. 

HU, rr: And it's distinctly to your interest to see that 
gold is mai ntained ae a yardstick or value and as a medium 
or balance ot payment . 

Ur. Oumansk,y: Of course, 1t i s t he medium ror our foreign 
trade. 

HU .Jr.: All right. But up to now, I am doing t hU -- I 
mean , I want to g ive you my thoughts ..... . 

Ur . Oumansk,y: They ore very interesting. 

06 

I!J.I .Jr: •..... with the hope th~>t out or it will come some­
t hing constructive. 

Ur. Oumansk,y: I sea. 

HU,Jr: But where your Goverru~ent has such a treoendoua 
stake -- you understand what I mean? 

Ur. ouoansk,y: Yes. Yes. 

m!......l!::: • • . . 1n th1B {resent medium ot exollOnge 1n the 
worra-== gold -- then it is to your interest t o cooper ate 
and make gold valueable and not to do everything possi ble 

Ur. OumanskjY: To depr eciate it. 
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Hl! 1Jr: Yes. That's the whole story . 

ur. oumanek,Y: You express the idea perfectly, Ur. Secretfry. 

HU,Jr: Well, you oan eay, ' It you don't want to buy it, 
all right, •and so rorth and so on. ' How muoh gold we have 
i s our bus iness. How much gold production there is, i s our 
business .' That's all r1ght; it that's the position or your 
Government , all right. But it seems to me that t he contrary 
shoul d be the answer. 

Ur. Oumansky: I understand perfectly. 

~UiJr: It seems to me that not only should it be eo, but 
I wil go a st ep further -- I t h ink t he Russian State Bank 
should ha ve here -- should send here somebody who could under­
s t and what we are doing; what the Tripartite Agreement is; 
what it meane; what is there in it tor you? 

ur. Oucansk,Y: The Tripart ite Agreement came as a s urprise 
f or us. 

HU,Jr: So di dit tor everybody because if it was a nnounced 
your f riend , t he French, and our friend, the French Government 
woul d not be t here any more . After all, let ' s be !rank: the 
Tl'1j:l'rtit e Agreement saved the BlUI1 Government. 

ur. Oumansky : Oh, yes! 

Hll . J r : And t hey have said so often and i f it bad been 
announced, the people who obJected t he c ost didn't know about 
it and t hey wer e the Germans . They were the most outraged 
th11t such a t hing could happen without their knowing about it . 
But I need not tell you that if you wish to successfullY con­
clude s uch magreement, you can' t tell the world it one member 
1s ln financia l embarr aesment. This thing was in September. 
You t ake , tor instance, take the Japanese Government. The 
Japanese Government sent their embassy and their financial 
mission and made an exhaustive study or what we were doing 
because I think it was on the 12th or t he 8th or January that 
t hey put 1n t emporary exchange control. They Just stopped. 
They wouldn't pay any foreign commitments and did not for six 
weelte. They raade an exhaustive study or our arrangements 
her e. We gave them all the information that they wanted, as 
a result of which they have been gradually sending gold here 
to keep the yen steady and they are taking advantage of this 
world situation to keep the yen steady . They baven't made 
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any agreements. We haven't any agreement with the Japaneee , 
but theY r ealize that gold is the medium or exchange. 

ur. oumansk,y: Yes . 

HU .Jr: And they want to have the yen steady. 

ur. oumanek,y: I see. Uay I ask a question. 

HU,Jr: You may ask f ive. 

Llr . oumansk.Y: You ment.ioned the sum or $60,000,000 wort h 
actual gold iiel'e alr endy. In wha t period or time? 

Hll ,Jr: I would say dur1Jlg t he past month. 

Ur. Oumansk,y: One mont h? 

~: That may be a little l onger or a little lees ; 
anytniOS it ' s a little l ees. 

i f 

L!r. oumanek,y: What was the moment that you learned of the 
existing procedure? 

HH ,J r: I am sorry . I do not qui te understand. 

Ur. oumansk,y: You enid that you learned that the shipment 
le made too late, because 1t goes through so many hands. 

HU. J r : . In tact, I don!t think we actuallY learned about 
1.t untl.l we bought the gold. 

Ur. Oumanek1: I see. · 

H!J.....,[!: : And I = not even sure whether we knew about lt 
unt~e r1rs t Russian bare arrived. 

Ur. oumansKy: You have to buy it because or th1e neceeeity 
of et er 1. liz1ng gold? 

HLI,Jr: We have wnounced to the world that we will buy, 
until further notice, all gold offered at $35.00 an ounce leas 
l/4~. 

Ur. Oumanek,y: Yea. 
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HU,Jr: . Then, under t he present system, it we buy 
~100,000 , 000 worth ot gold we sterilize t hat gold and, there­
t ore, in order to sterilize i t we have to go out and borrow 
$100. 000.000. 

Ur. Oumansky: Which i s a burden t or the ~nited States 
Treasury. 

HU,Jr : It ls a burden . 
whole picture. 

Ur. Oumans!s.y: I see . 

But that is lncl dental to the 

m:. · r: What I am trying to do her e i s my part, outside 
ot the United States , is to maintai n an even tlow 1n t oreign 
exchange and it I can do t hat, t hen our State Department can 
go ahead with their trade negotiations, but all t he trade 
negotia tions in t he world won't work 1t I want to sell you 
some tractors or you want t o sell me some lumber, I have to 
pay you or you have to pay me , and you want to be paid in 
money which i 8 as near an equal value t rom month to month 
and year to year . Now, t he medium ot balance ot payment 
to gold. 

89 

Ur. OUDan8ky : And this i8 correct, especi ally as applied 
t o our country because , as you know, our whole t rade or almost 
the entire trade with t h i s country is on t he cash basis . 

l:ll! .Jr: Yes. 

tlr. oumans~: And we have no ditticulty 1n maintaining it 
at this basls ecause I t h ink it has created •.... 

\ 

HU,Jr : But it' s much more i mportant - - i t seems to me it 
is much more i mportant than Just a little trade. 

Ur. oumans!s.y: Internati onal repe~oussions. 

nu.Jr: Tremendous. 

Ur . Oumansg : or course . 

HU,Jr: And your s t ake 1n it ln the future is J ust aa great 
as ours and you are Just as much interes ted whether we can 
continue the $35 . 00& an ounce . You are tar more interested 
than any other count ry because you have the gold. 

Ur. Oumane!s.y: Exact.~;tea. 
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HU, JJ': England, Sout.h Atrioa, Rueda - - you are tar 
more interested. You have got the gold. You have got 
~he s llver; the plati num, and instead ot ,through mieunder­
etandlng,havlng constant trlotlon, what I would like to 
have is an enlightening exchange or vlewa. 

90 

ur. Ow::Jansk.y: I see. Uow lt. ls obvi ous that everything 
you say t o me now will be transmitted to Uoeoow. I will do 

this and I t hink they will unders t and perfectly the 1mplioa­
t1on or thls. U&y I ask you now, 1! possible , first, s i noe 
I do not know how we handle 1t technically. I can f1nd th1s 
out 1n N~w York how is it being done by us now, and a1nce you 
say t his, Mr. Secretary, 1you don' t understand ' , why t here 
must be some teohn1cal reason, but why does 1t paae through 
eo many hands? 

Rll .Jr: That's what we can't understand. 

l.lr. OUllS.llak,v: For instance: the State Bank -- we have 
some payment 1n this country. The State Bank sends X million 
dollars ln gold bare to, say, the Chase Uatlonal Bank 1n New 

York. How is 1t belng handled? 

Hll, J r: If you don't mind, 
be a very interesting story. 
see, if you don' t mind. 

find out tor yourself. I t will 
But flnd out for yourself, you 

ur. Oumansk,Y: I will do that. 

HU,Jr: And then·aek them 1f the story ia true that we are 
t old tha t they are sending th1a gold down 1n small fishi ng 
boats. 

l.lr. Oumanak.y: Well! 

HU,Jr: From t h e White Sea. 

L~. Oucanak.y: From the White Sea?? 

Dr. Feis: I thlnk Archangel. 

l.lr. Oucansk.y: Arohangel!! Archangel 1a frozen now. 

Dr. Feie: I wouldn't say ' f 1ah1ng' boate , but small boats. 

l.lr. OumanakY: To London?l 

Regraded Uclassified



-10-

HJ.l ,Jr: To London. 

Ur. Oumanek,y : That eurpr1&ee me very much, because lmor.­
ing the conditions , the only port we have free of ice in 
•··inter is movements, or 8JIPOrt, of lumber and, HOI'! do you 
call it in English? Appertite? Fertilizer. 

91 

Dr. Feia : In Englieb it i s very close. It's appertie(?). 
Phosphate rock, I think they call it. 

J!r. Oucanak,y: Then I will find out bow we do it. And 
then ~ next question, if you will permit me, I see t wo sug­
gesti ons or two possibilities. Firat, a financial repre­
sentative of the State Bank-- as we have , by the way, in 
?ar i a, 1f I am not mistaken, and 1n London; we have none 
ber e . That 1s correct . Second, mutual exchenge of v1ewa 
and information . What 1a the main point in this sense , to 
know when v:e are going to ship and how much we are going to 
ship, or what would be the practical •.. . . . 

Hl! .Jr: The way it would work. 

l!r , Oumans!cy : I ruo asking th1a , of course , :for informa tion . 

Hll , J r: The way it could work would be, I mean this would 
would be the way it might work -- that the Russian State Bank 
would notify our f i scal agent, which i s t he Federal Reserve .. . 

!.1r. Ouoanalq : Yea. 

Hll ,Jr:~ ··· · or the Bank or England ..... 

Ur. Outl8.llBJcy: Yes. 

H4.Jr: . .. . e ither one: ' We have $10, 000 ,000 of gold baro 
that we would like to present and we wish to sell them tor 
Sterling in London or dollars here .' 

Ur. OwllSnek,y : Yea. 

HU,Jr: 'We wi ll deliver them in London to the Bank of 
England and ask them to forward them tor us or we will send 
them direct, • 

J.tr. Qumanak,y: Yea. 

HU.Jr: And t h en what you would do, you would have an 
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account the way I t hink, I don't know how many, 20- ~0 - 40 
other ...... . 

llr. Oumane)sY: t1c.t.1one? 

HU ,Jr: Nations have with the Federal Reserve and we would 
deposit t he money t here to your credit. 

Mr. Oumanek.y: I see . 

HU,Jr: And you would draw it out as yo~ needed 1t. Or 
you could deposit t he gold with us for earmarking. 

ur. oumansk.y: I see. 

HU.Jr : The way we do for other countries; not sell it, but 
Jus t have it here . 

!.!r. Oucansk,y: I see. 

HU,Jr: And as you need the money you could sell it , but 
you have actually so many ounces of gold deposited and under 
t he r ecent -- wh ich has not been announced -- but another ad­
vantage under this agreement , gold earmarked here for any of 
these five countries, we permi t them to swap between countries. 
~or i nstance, if Engl and as 1,000 ounces of gold here and 
r·i shes to transfer to Holland, they can Judt do it as a book­
k eeping operati on . They can transfer the gold free one to 
another, J ust on our books. So there you could have your 
money here and re would know you would be conforming to what 
other Governments are do ing. I~ would make us lese nervous. 
You might express,or mig~ give us your views, some way, how 
you feel about gold, the way we have publicly, the way we feel 
about foreign exchange. 

llr. Oumans)sY: Yes. 

H!.! ,Jr: As far as I know, t he Russian GoveriU!lent has never 
expressed a view about gold as a medium of exchange. 

l.lr. Ou::~anslg: With one exception. Only indirectly, of 
course , concerning t his question was a stetement you may have 
seen. It was about November, 19~6. A statement by Ur. 
Rosenberger, the Foreign Trade Commissar, on our roreign 
trade principles, where he said that old eohemee of currency , 
old currency eohemes are obsolete to us. We have gold and 
gold enough, but we will not waste it because wo most always 
keep 1n view an emergency situation. That was the only 
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official statement. 

HH. J r: I have not seen i t. 

Ur. oumansk.y: He oaid, we have all the neceeeary pre­
r equislteo to pay cash for thinge we need, but of course 
we woul d not be extravagant becauee we cannot waeto it. 
Something of this kind. I will be glad to send it to you 
and to Ur. Fe te. 

HL! , J r: The other thing I would l ike to ask, i f the in­
f or mat i on i s correct that you a r e going t o bull~ up a balance 
of $200 ,000, 000, I would like to 6-Bk the purpose of that. 

Dr. Fele: That partly due to the fact -- JJr . Oumaneky 
mi ght know -- that this accumulation of foreign holdings i n 
t his country has reached a total of $8,000,000,000 and has 
become neceeoar11y a most important element in every phase 
o! both trade and monetary .•• .. 

Ur.Oillll8.llsk.y: Our share 1n that $8, 000,000,000 would be 
a very modest one . 

Dr. Fe1o : I am Just asserting $200, 000, 000 and perhaps 
$200, 000, 000 --- well , in order t o know what the problem is 
the more informati on we can get from any and every source ae 
to the nature of t hose deposits ..... 

till .Jr: Look what we did in s ilver, for instance. After 
t~e most strenuous time t ime and pacing the f l oor at midnight 
and pulling out the little hair we had, we have been able to 
establish a st able market for s i l ver t hroughout the world. 
You are interested in t.ho.t . Take Turkey , for instance. Be­
cause s ilver has been steady a t 45 cents f or a year and a half , 
Turkey is beginning to coin l arge s ilver money . Turkey 1e 
one of your big customers. You are interested. But we have 
done it. We are doing the same tnlng in gold. You have got 
Just as big an interest as we hnvo 1n silver and in gold and 
I think t hat you ought to cooper a te with us in making t h1e 
money , this metal, val uable instead of possib ly,through l ack 
of information, making it cheaper. It is a very i mport ant 
queetion . 

Ur. Oumane§Y: I understand perfectly, Ur. Secret ary. 

HL!.Jr: Then the whole question comes up of neutrality 
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t he r.hole question ot neutrality. 
i dea of Russia having $200,000, 000 
t or what ? 

I am no diplomat. The 
or $500,000,000 here , cash, 

ur. Oucans~ : Neutrality legislation is not very encour-
BSing :!'or our rade. 

~~ .Jr: But I t hink you are inter ested 1n world peace . 

Ur. Oumsnsk,Y: Ot course. 

Wt.Jr. : rre are too. The whole thing ls so important 
tha t ins t ead of our being 1n complete ignorance , we thlnk 
that the tioe has come when we should exchange information 
en~ we certainlY r.ill extend the sruoe courtesies to your 
Government as we do to other Governaents, but we have never 
been asked. We have never been approached by the Russian 
State Bank . 

Dr. Feis: I wonder it ur. Oumaneky has seen t he quarterlY 
reports t he Treasury is now getting out on foreign capital. 

I.lr. OumAns]cy: I have not seen them. 

(At this point, t he Secretary ins tructed t hat two copies 
or each ot the reports be sent tour. Ouoaneky . ) 

Dr. Feis : •. . t ull and detailed picture. 

~.Jr: And we are the on!y country that has. 

Ur. Oums.ns~ : The press here and in ,new York asked me, 
the end of th~ last week, a question about alleged shi p­
ping ot $10Q,OOO, OOO -- a report by the Evening Journal in 
New York . 

HU.Jr: I made no comments on l t ot any kind. 

ur. ouoans~v: They asked whether lt ls true that some 
repr esentatives asked a guarantee ot the price of $35.00 
would remain tor t he next 60 days, or somet hing. 

Dr. Fete: I think it was 1n the Times , or one important 
morning pa1,er - - maybe the J ournal of Comr.~erce or the 
Herald Tribune. 

.. 

S4 
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ur. oumanak3: we had no authority. We wer e not 
naked nor was Amtorg asked t o ask any quest i ons of this 
ltind. 

HLI .Jr: I Just want to say it 18 to your interee.t to 
to keep nold valuable just as it i s to us. 

.. 

ss 

).!r. Oumanek,y : I understand you perfectlY, l.!r . Secret ary. 

Hll,Jr: And tor the time being, t his Government happens 
to be making the price of gold. The time may come when 
somebody else can cake the price , but tor the time being 
t he gold and silver price is kept stable onlY for one reason 
and t hat. 18 beeauee the United States Go•1ernment cakes it 
s t able . And let me give you one other thought: tor you 
people to send all t hla money over her e without knowi ng 
our policy -- I mean, any more t han I would want t? buy an 
i nterest in a company ..... . 

L!r. Oumansk,y: Wit hout knowing the policy of t hat company. 

ftLI ,Jr: You have no idea. You don't know how it works. You 
have never asked me . Would I buy 10 eharea in General Uotore 
without wanting at least to know how many or what kind of oaro 
t hey make; how many cylindero; what kind o! engine; at least 
I would like to look under the hood. 

Ur. Oumanel!;y: I understand it perfectlY. I will both 
refer and i nvestigate, because I know nothing about t he pro­
cedur e we are using. 

H4.Jr: You w1ll be very intrigued. You r eallY will be. 

ur. Oumansk,y: Ther e must be some reason which I do not 
know. 

!!!J_.,u-: And, as I say, any information 
han~is available to you Jus t as it ie 
ernment. 

ur. Oumnnsk,y : I see. 

HU,Jr: All r ight . 

on bow th18 is 
to any other Gov-
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hprU 12, 1937 

H. M. Jr . called tbe Pr esident. •I want to tell you what 
went on behind tbe scenes yesterday. Eccles ' aan , Elliott 
Thurston, g~ve out this stateaent to the boys about interest 
rates, etc. Eccles bad not known it . ht -r Pr ess Conference 
t hey tried to drive a wedge between Eccles and myself and I 
think I handled it all r i ght . That is wey there is all this 
s t uff in the papers. This fellow Elliott Thurston bas made 
a lot of trouble for both Eccles and myself 1md I think that 
Eccles i s now on to him. 

"I thought you were marvelous with Kennedy yesterday. 
I ~>m t oo trus ting. I never suggested that he should come 
\\1. to me to see you and you didn ' t have to signal to me twice 
to i<eep quiet. I got your signals. You were very firm and 
when he went outs ide he said, 1 After what the President tells 
me I will have to wa it 1mt1l )(ond&.y and then I will get dr\Dlk1

• 

"No one will get the plan out of me until you give it out. 
Our bond taarket behaved very well yes t erday. If you are not 
busy t omorrow I have a few more things I didn ' t get to cle~>r 
with you yesterday". 

I 

sa 
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Preeent: 

H.J&.Jr.: 

Gi bbons: 

ll.V.Jr.: 

Gibbons: 

ll.V. Jr.: 

Gibbon s: 

H. M.Jr.: 

Gibbone: 

H.M.Jr.! 

Gibbon a: 

ll.ll.Jr. 1 

llr. ll,oRe1tlolde 
Jlr. UphlliD 
llr. Lochhead 
Jlr . Bell 
111n Roote 
llr. Haae 
llr. G1b bona 
Mr. Gteton 
Jlr. Ta7lor 
Jlr. Oliphant 
Jlr. Magill 

Aprll 12, 193'7. 
9 :30 A. K. 

Good morni ng, everJbodf. 

Got somebody docking this morning? 

Henry comes in trom Bermuda. We didn't do 
an7th1ng, but he sent Jlias Wais a cable at 
the dock to meet him. 

What time does he get in? 

Nine o'clock. You know 111se Wais . 

Yes. ste '11 see. 

What? 

surely, that'• o. 1. 

But I didn't think or it. I mean let- te'll 
get through all right. 

You've got to determine now what 1e •aged and 
intirm.• We got a regulation now that 1! you 
are aged and intlrm, JOU can be expedited . 

Well, this 1• - we'll let him go through the 
ropes • 

.. o? 
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McReynolds: They ' re going ahead with that t hing very aatie­
taotorily. The man oYer t here are working wi th 
People a. I had a long t allt w1 t h People a about 
i t . 

H. M.Jr.: Well, it I had the time- I don 't know whether 
t h1e 1e good disci pllne or bad d1acipl1ne - I 1 d 
like t o get People a a.nd the group over here a Ill 
JUet give t hem hell that such a thing could go 
on in Procurement. 

100 

LtcReynolds: Well, t hey had- it' a been long elnce tixed, aa 
tar ae the possibility ot that is concerned, aee·1 
That was back l n '35 when they took over the 
Resettlement group and thle was the Resettlement 
group until they bad merged it into t he regular 
pr ocedure. But I'm checking that . The boya are 
going t hrough a review ot all t heir procedure. 

H. M. Jr. : Way I keep this? 

McReynolds: Yes. 

H. W.Jr. : What I want to do is- betore you people t hr ow 
stutt at me - I ' m going to practically make no 
appointments t hi s week tor anybody and I 'm Just 
going t o think of nothing but budget, so - I 
mean whatever anybody has got t o shoot at me 
will have t o be in the room and I 'll do what I 
can, but outside of that -I ' m going t o say what 
i s trenk- I've got tor the budget. So we' ll 
keep the Tr easury rolling but I'll Just have t o 
take as litt l e outside stutt aa poee1bla. 

But that i s rol ling (McReynolds)? 

McReynolds: Oh, it 's on i ts way. It' e on the·~. 

H.M.Jr.: Now I spent Sunday - Sat urday afternoon, Wra. 
Uorgenthau and I, with Mr . I blder m d I've 
aeked Mr. Ihlder to come to the Treasury and 
give us halt t i me at our expense beginning 
t oday , which he ' s agreed to do. I went ar ound 
and aaw t he work and I guess there' s no que e­
tion that -Mrs. Roosevel t confirmed thi s -
that he ie t he only man in the United States 
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Bell: 

H.M.Jr.: 

Bell: 

H.loi.Jr.: 

Bell: 

H.U.Jr.: 

Haae: 

R.M.Jr .: 

Bell: 
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that baa been able to ~o elu. clearance. 
There' a no other place. An~ be's got hla 
teet on hle ground and he k.nowe the value 
ot 11oney. I 1 ve been w1 th1n a hundred yarde 
or the C8p1tol and I 've aeen the worst eluae 
there are. You can stand there and eee these 
tb1nga. And I've been to Hopk1ns 1 place. We 
went all through the tH. ng. I 'n been out to 
tboee - something be1ghta m re those abaoka 
are - Marshall He1gbte. 

But anyway he ' s oom1ng. Now I'd 11ke to get 
hlm started. I'd 11ke to take and get every­
body ln here - take f1tteen minutes to get h1m 
started, see? So let'R say thie: that at 
three o'clock ..•.. An~ you (McReynolds) phone 
blm; I don't know what he'e pa1d, but we pay 
hlm halt whatever be get a. And t1x b1m up wlth 
an ottloe. 

Let's say three o'clock. Now who 1a lt that 
works on thls thlng? 

Patterson has been working with Mr. MoReynolda' 
group on Wagner housing. 

You want him to be ln tor tltteen minutes? 

Wall, I'd llke to be ln. 

Let's aee how lt ls. 

I t~nk most or my time mlght be taken up. 

Well, oend somebody ln. 

George? 

Unleae you want me, Lindau haa been working on 
it. 

Well, you better oome 1n tor fifteen a1nutee -
Just lUtan, get thla thing started. 

He baa eubmlttad t o me a 111morand1.111 on the 
Wagner Bill which pointe out eome dataota, 
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Roche: 

H. II . Jr.: 

Roche: 

H. II. Jr.: 

Roche: 
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Well, I don 't want to go into the whole thing 
b\lt I ' ve worked out an idea of my own which 
ll.r. Ihlder said - wb1le it ' a new, 1"e aaya he 
thinks I'm on the right track. And that ia to 
make the OOIDIDun1t7 b\l1 the land and overoo•a 
th1a question or 

Eminent doJD&1 n. 

• . • • ni nen t domain, and then work from that. 
Start wi t h that rather than -and the Federal 
Government do the b\lilding after the community 
tell~ ua what t heir needs are. But overcome 
all th1e local graft, see? The Federal Govern­
ment - I mean they tall us what they ne~d and 
we build it. But the community buys the land 
and then we have - then he's going to work this 
idea that out of that ma7be we can sell a mort­
gage against the property and make the propert7 
carry itself, see? But he says it - he cer­
tainly thinks it's worth-while. And it's never 
been approached from that angle. It ' s alwaye 
been that the Federal Government buys the land 
and then aubeidi~es the locali t y to build the 
building and the more subsidy the more expense -
Just a vicious circle, and there is no incentive 
to save mone7. 

But he certainly baa got hie f eet on the ground, 
and anybod,y who has tUe to go and epetd t wo 
houre w1 th that man - it 1 s cert&1nl7 worth-while. 

Now have you got an7body, Illes Roche? 

lliee Switzer and I have both been working on it. 

Would you llll:e to come? 

I'd appreciate coming in very mucb. 

All right. 

I've been very interested in that section, air. 
One of the elevator boye, two of the aeeaengere 
here have been def1n1 t11l7 wa.ntlng to get in on 
thle a.ll117 dwelling thing here. The)' had over 
six hundred applications and the7 wouldn't con­
ai der an7bod7 who was getting less than Sl500 
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Roche: 
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Roche: 
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a year, on the basis that unless somebody got 
$1!100 a year, they wouldn' t be aure to get 
their rent paid. !beee boya are only getting 
around $900, eo all that group baa bean elimi­
nated - all your low income group i s out. 

Well, ot couree, t or the Hopk1ns ' place, the 
rent 18 $25 a month. 

Yee. 

That's what they charge . 

$25 . And t he leaet these boya cen get they 
tell me 1a $47 . 50. Now they tave to pay that 
anyway. But even $25 - t hey won' t take a bet 
on anybody 'llbo 1a gett i ng leu than $ 1500. 
And aa t he boys say, t hey have t o pay their 
rent 1t 1t 1a $47. It'a 1ntereet1ng. 

It 1s interesting. 

But the other question 1e: How much would 
thle be a subsidy in place ot the lease? 
I mean I 've gone pretty t ar in thl e thlng 
and I thi nit 1n I hlder I 've r ound the beat 
man. 

He'a good, but •. . 

I know. 

But those are just the tecta that the low income 
groups ere up againet. 

But at least 1n I hlder we have a man who 1e 
aympathetic and who knows t he stutt. 

Am a r ealist. 

Very. Am he 1an' t a truckler. !hare ia nothing­
he doeen't klaa your t oe at all or anything l ike 
t hat. I mean he looka you 1n the eye and talke 
etra1ght trom the ehoul~er. I mean he's a real 
person. I waa very much 1mpreseed with hlm. 
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Well, anyway, anybody who ia interested 1n 
houelng - I'll put 1t that way - cen be here 
at three o' clock. It will only run tltteen 
llinutes. 

104 

MoRe ;molds: l ' ll have Barton here and Max Dunning. 

Oliphant: Row about Clarence? 

H.M.Jr. : Anybody who ie interested. 

Upham: 

H.ll.Jr.: 

Upham: 

H.IL.Jr.: 

Upham: 

H.II.Jr. : 

Upham: 

H.M.Jr.: 

Uphu: 

H.K.Jr. : 

Oy, I think you better get on a train this 
afternoon and go out vieitlng some banks, see 
how they feel - what thin talk is about thelr 
protlts being wiped out in saall banke, etc. 
Work out a trip. I'd go out in the field. 

Any particular section? 

I don't care. Call up the Comptroller or 
FDIC or some place and find out where the -
I mean go t o the good , bad and indifferent, 
see? 

All right. 

You can start at St. Paul an~ work down or 
something like that. 

(Mode yes) 

But I'd eta;y on it tor a week. And send me 1r1 

air mail letter every night. Go in right in 
the bank and talk to them. What? 

Surely. 

Because I ' d like to know Just how some of these 
fellows feel -I mean etarting with a fellow 
l ike Brown of the Firat National, down to the 
fellow that has aa;ybe a couple ailllon dollara 
worth of Oovernaenti, tin hundred thoueand. I 
Han I think you'd better aake another fl814 
trip. 

All right. 

And if it is important enough, you cen phone ae -
it you heve eo.ething iaportant. 
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There was an extremely interesting resolution 
passed by the St ate health officers at their 
conferer~e which beers on this full grant-in­
aid program whioh I though might be or inter­
est. It escaped press notice; I don't know 
whether they got the signitie&nce or it. But 
with all the violent antipathy to any Federal 
regulation or oonditiona on grants to States 
that the other groupe that are handling social 
security have had, it was qu1te interesting 
t hat after a year or these pract ically uncon­
ditional grants that we have given t o the 
St ates, they unanimously t his yeBI', after they 
had canva ssed the difflcultles we had had in 
places, voted a r e solution approving conditione 
belng put on the runda by t he Federal Govern­
ment - the Surgeon General in t his i nstance -
and assuring proper type or personnel and proper 
uee or the tunde. So that you have at their own 
suggestion a very interesting possibility tor 
guiding the program further, and it developed 
right out ot their own group thinking as a re­
sult or sub-committees canvassing the problem. 
So I thought it was qui te encouraging from a 
Federal-State relationship. It might be or 
interest. That ' s about all. 

I have several other things t hat I might put 
in a memorandum this afternoon for you. 

Dan, Wi ll you stay after t hi s meeting? Anything 
you want t o uy? 

No, I think not. I have a letter which I'd like 
you to look over. 

Now there was a l etter - probably it went to 
Ur. McReynolds - a letter asltlng beads ot the 
Depertmenteto canvass the expenditure altustlon 
for the next three months. 

Yes I got lt saturday morning end sent it out 
to be circul ated t hrough the Treasury. That was 
Just a Treasury letter or cou r se . That was your 
letter. That wee the letter ot t he President; 
it went to all other departments, I think. 
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H.M.Jr.! I ' d like to see it. You bring it in atterwarde, 
wlll JOU? 

McReynolds: Yea. 

H.M.Jr.: An7thlng else, Bell? 

Bell: Ho. 

H.J.I.Jr. : George? 

Haas: I have nothing. 

H.». Jr.: 

Haas: 

H.K.Jr.: 

Haas: 

Glbbone: 

H. M. J r. : 

Gibbons: 

Well, now, your '~? tigurea are through. What 
about your '38? 

We've got those through too. Roe there. 

What? 

Kr. Magill bas them. 

I have nothlng but personnel , which I have to 
make a study ot with Mac, 1n Cuetoma. That '• 
the only ...• 

What dld you do about a eucoeeeor to FlJnn? 

Re'e alread1 appointed. In New York? 

H. K.Jr.: Yea. 

McReynolds: Cleared it. 

H.K. Jr.: Did you clear ·it? 

Gibbons: Yea, 1 t 1 e cleared. Jim turned me over to Vinoe 
Daley and Vince said - well, C1v11 Serv1oe, the1 
had no 1ntereet 1n 1t. 

H. M. Jr. : Fl7nn called up? 

G1bbone: Ed Flynn ia not around. 

McRe1nolde: He may be out w1 th John. I don't know. Tbe1 
couldn't t1nd b1m. 
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So t hey just simply sald that it wasn't a 
place they were interested in, and nothing 
a ore t han u · there was a place t or an ap­
pointment and two men. And Vinc e said that 
it they wanted a Democrat appointed, they 
wouldn't go that tar, they'd oome to se or 
go t~ you. So be said, •we haven 't any 
interest in who it 1e. • 

So it 1 s cleared . 

Yes, it wee absolutely cleared. I got hlm 
on the pbono the same afternoon. 

Same day! Marvelous! 

• 
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UcReynolde: Well, i t was bot - needed to go. That thing 
had been runni ng loose end. 

Gibbons: 

R.l.t.Jr .: 

Gaston: 

H. ll. Jr.: 

Taylor: 

H. K.Jr.: 

We had a situation -Harry Durning bed a health 
survey made ot his inspectors Md guards and 
people like t hat and they got everything from 
arthritis to erysipelas, and yet the Civil 
Service says t hat unl ess t hey tall down, you 
can 't get rid ot t h em; they must dle in t heir 
t rack. One fellow out in San Francleoo, a 
l aborer, had no toe a. I 'm asking bow be g~ 
in the eervioe. They want to promote him t o 
a guard. I turned 1t down . So those are just 
some ot those - just minor personnel matters . 
But Civil Service - absurd you know in t hei r • .• 

Herbert? 

I haven't anything. 

Wayne? 

I got a reply to t hat neutrality memorandum t hat 
you sent over. Shall I talk to Herman about that? 

Yea, will you? And when you agree on what action 
I ebou.ld take, will you t alk to ate 'l 

And after Illes Chauncey has wri tten up her notes 
ot yesterday afternoon, aek tor them . I won't 
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eey what they are. 
like you (Oliphant) 
Archie end George. 
thing elee~ 

That ' s all. 

Just ask tor them. I'd 
to see them too, and 
Just take a look. Any-

I didn't "ant to bother you. Herbert Feis 
was there. You said you needed Saturday end 
Sunday. Herbert could have killed me. I 
made b1m work most or yesterday. 

I've got some item or ~we on the E. M. Smith 
tax case in Loa Angeles. 

Pardon me? 

Item or news on that E. M. Smith, Los Angele s, 
tax case. There's one thing- I would like to 
have five minutes with you ana Mr. McReynolds. 

All right. I ' ll juAt make a note. 

Well, Graves will have a memorandum some time 
this morning that you (Oliphant) and I will 
want to look at. 

lOb 

Yes, I know, but it 1 s more geners,l. Better 
tb1e afternoon then this morning, because we'll 
get some crltlosl information at lunch. 

Cr1t1oal? Well, why not say - we ' ll have that 
1 H0 1 at three fifteen? 

That'll be tine. 

What? 

All right. 

W~t else, Herman? 

That' s all. 

I have these estimates tor '3? and '38. There's 
some questions or pol1oy, I presume, to thrash 
out w1 th Bell. 

Regraded Uclassified



l!.ll.Jr.: 

llag1ll: 

!!.II. Jr. : 

llaglll: 

H.ll . Jr.: 

llag1ll: 

!!.II. Jr.: 

llag111: 

H. II. Jr.: 

Oliphant: 

H. II. Jr.: 

- 11 -

Well, let ' s have Bell end Haas and you stay 
right now. 

All right. 
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I also have this report f rom Charlie Russell 
ae to what hls check in theae larger d1 atricte 
ehows, and there ' s aome very tunny things. It 
will take some study. 

Woll, I'~ like t o go into it right after this. 
As I understand, the actuarial group will not 
be in this mornlog. 

Thet 1 a right. Tomorrow morning. 

Magill ia out at ten thirty eo I'll have the 
whole morning tree. We ' ve got Railroad Retire­
ment down •.•• 

T~t·~ tomorrow. Better put your ten thirty 
there tomorrow it you oan - the same story aa 
today. 

I'll try to. I'll put you down sod we'll aee 
how we go. 

llac, call up Secretary Wallace's office and aay 
I can ' t come to -I'd better do it myself. I' l l 
call Wallace. I meso I ' d better say why . You 
(llagl ll) stay now. 

All right. I'll stay now. 

Now tbls is the way I'm working. I mean we've 
got that sturr . That' s What I told Haas yester­
day - t or the purposes or thle week we've got 
to take as our estimate the money that has ccae 
lD. 

That's right. 

And we can't say •well, there '. some bugs in tl1 • 
thing and it we can iron thcee out, aaybe • • can 
get another fifty or a hundred million.• So what 
I am doing t his week 11 being as practical as I 
oan, and then it we discover 110me new gold and 
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we think aa7be we can •.•• • But I ' • not golng 
to be 1n a poe1t1on agaln that I take Wallace' a 
word that the unJust enrlohaant tax 1e golnc 
t o give ua a hundred t1tt7 a1111on and wa get 
one 1111111on. 
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So 1n prepar1~ t h1e thing - I t alked t o George 
Jeaterd&f - we re going to take the tlguree aa 
the7 are. Mow 1t t her e 1a an7thlng better, why, 
that's aanna from heaven. 

So t hi a thing hera ot golng lnto t he buga 1n 
thia t hlng .would be aecond. 

We'll have t1ae to develop 1t. 

I want to develop 1t aome~at with Ruaeell 
anJW&1· 

ooOoo 

\ 
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llagUl: 

Bell: 

llagill: 

H.M.Jr.: 

llagill: 

H. li.Jr.: 

llagill: 

H. loi.Jr.: 

1Jag111: 

April 12, 19~7. 
10:00 A. II. 

Meeting on Revised Budget Estimates. 

Mr. Magill 
Mr. Raae 
Mr. Bell 

I may Just give you this tigure; I think you 
will bo interested in it. A hundred ninety­
three wealthy individuals in these six dis­
tricts - the dividends whloh·they received 
~noreaeed in 1936 only 13 per cent over whet 
they received in 1 35 accor ding to their 
returns. • 

What par cent? 

Thirteen. That is - there ie something tunny 
somewhere. 

111 

Well, my guess is - I mean it should be nearly 
double. 

As I wae saying ••.• 

It should be about doubl e. 

The other thing that strike s you about 1t, on 
the large oorporatione Whioh were widely held 
there was an increase in the dividend credit 
whioh they took ot only 11 per cent, and in the 
large oorporations which were closely held there 
was an increase or 47 per oent ln dividends. 

Well , when I eay it ought to be double, I am 
conservative. It ought t o be more than double. 
But anyoOdy that had Just an average run or 
stooke last year - hla dividends should bave 
been double, Just about double. 

Well, there's some -there's some bugs in there 
somewhere. 

• llr. Magi ll later advised reporter oorrect tiguree were: 
13 per cent aore net income; 1 per cent aore divldende. 
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Well, you' re going t o get thoee returne out. 

Yea. 

One hundred and how NanJ r1oheet people? 

One hundred end n1na t7- t hree . 

And t he returns were onl7 whet? 

The dividends they reported increased from 
88 mill ion t o 101 mi llion, which 1e 13 par 
cent . 

I'd like t o see some ot those returns. Have 
you sent tor them? 

Yea, we ' ve already ~tarted 1n to make a quick 
examinati on ot all returne ot individuals with 
$100,000 or more. 

Have you got enough people? 

I 'm going t o find out thie morning. 

All right. 

Now let'e have a little oupa1gn progru. I 
aeen let' a s t art with Dan. After all, ....• 
What do J OU need f rom the Treasur y that JOU 
haven 't got? 

The eetiaatee ot revenue and an explanation ot 
t heir e stimates. 

Are you t alking 1 3?? 

Both '~? and ' 38. 

Well, a ll right . Now when is he going t o get 
it? 

As aoon as - Roe will probabl7 want to talk t o 
•• t or awhile. I have trenaaitted thea to Roe 
but be usually wanta t o te~k to me a l ittl e 
about it . I don't know how he teals about it . 

112 
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I've got these eetimatea tor 1 37 and '38 and 
alao the explanations. I had 1 37 up in 
Rew York over the week-end. I got '38 this 
momlng. 

Well, now, I thlnk there are one or two quae­
tiona ot policy that we can thrash out right 
here, and t here are some details that George 
and I may want t o tallt about. 

113 

I've got all the time you fellows have. 

Speaking t o '37, What George has done, I think, 
is to make a quite conservative picture as I 
see it or what we are l ikely to get except I 
would think i n the case or estate taxes. That 
ia, my own reellng would be that it ls specula­
tive whether the estimates or revenue - or 
whether the revenue ac t ually received wlll not 
be lese than what t h1a revised estimate ahowa. 

Well , I 

Now the reason tor tha t is that there was a 
postponement or the period tor tiling returns, 
trom twelve months to fifteen months, and we 
have no very good way or gauging what we a r e 
going t o take in in the next three months. 
I t it c ame in on a proportional basis to what 
we have received during the past nine montha, 
we would get lese than what this revised esti­
mate ehows. On the other hand, tbere ia s ome 
reason to expect that we might get more t hen 
what we have been getting. 

Well, may I give you my philosophy on t his -
which I 've done ever sinoe I've been here, 
and t his doesn't cheok wtth the President 
and I oan' t help it and I'm not going to 
change myselt. My instructi ons have been 
ever sinoe I've been in the Treasury on the 
eati11111te that tbere i ll en upper an3 a lower 
figure - alwaye take the lower one . Now I 
told that to George. I mean it they &81, 
•wall, we may get betwaen a hundred and a 
hundred and titty million dollars• I eay, 
•well, how do you arrive at a hundred7 1 
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•well , it you eliminate all t he possibilities, 
we'll surely get a hundred.• So I've told him 
right along to t~ke the lower figure, eo if 
there is any question •.•. Now that isn't what 
the President told me but I oan ' t help it. I 
mean I'm not going to change to make the pio­
ture look pretty at th1e stage . I ' ve never 
done it, and therefore - after all we've been 
right up to now. So I'm going - eo in working 
on this thing, I want to show him that every 
dollar thet we can - we' ll come as near aa 
possible eaylng, •well, Mr. President, we are 
positive or thia much revenue.• 

Well, George , am I right in thinking ae I go 
over t his that t hese vari ous estimates except, 
as I say, in the case or the estate taxes, are 
really rook bottom figures? 

Yes. I'll explaln. I called up Helvering 
Sat urday- you (H.W.Jr.) weren't here and I 
thought Jus t tor a - and asked him if he had 
some thought on estimates from some people 
over there in the di fferent divisi ons . So 
I had them come over Saturday and we had a 
conference. So they went over these esti­
mates . I don't reel any better than I did 
about having them, but I reel we at least 
had them over. 

Well, it ' s very important, because Helvering 
goes to the President and gives him en entirely 
different poiture. 

Now let me tell you about it. That girl came 
over who is some relative or his - made those 
estimates - and the other peopl e, Self and 
another men, disagreed with her. 

Kiss Wetherton. 

Wiaa Wetherton - disagreed absolutely, and they 
t hought tor the baaia or receipt s we'd bett er 
go to these figures which we' ve got. 

Now may I interrupt? Now listen, Wagll! , befor e 
these go to Bell, I went Helvering to eign this 
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t hing, see? And lf you will hold it up until 
he does .... Becaufte Bell and I can't go over 
to the President and eay, "Here are the thtnge. • 
And the firet thing he'll say, "What about 
Relvering's figure or ~50 million?• And I want 
to toy that Relvering has seen t his and agrees 
to i t, eo the ground iAn 1 t cu t trom under my 
feet, 

I've paved t he way f or that. 

I went to tell you that before these rtgurea 
go from you, I want P.elvertng to tn.1Usl them 
and if you cPn't get together and if you have 
any argum~nte, bring hi m in here and we'll get 
together. But before they leeve your hands, 
Relvering's got to agree or give a written 
memorandum where he disagrees. But it he die­
agrees, please bring him i nto this offi ce en~ 
then we can -I'll ~rop anything that I've got 
tor budget estima t es, our end of the t hing, or 
for you (Bell), see? What? 

(Nods yes) 

I mean everything this week I'll drop at a 
moment's notice. But I mean let's confine 
it strict ly t o t hls. Buy please get Helvering 
over here yourself. 

All right. 

Now on the estate t ax I t hought ae Roe dld; 
I wented to cut the thing do~. But then I 
had Crum - an~ Crum has been working very hs rd 
on it - an~ Crum went over the thing with me 
end he esi~ he t hought there woul~ be no uee 
in going t o en extreme. He t hinks there is 
a real case tor t hat and I 'd l ike to present 
that. 

Ro.- much is the difference on the estate t ax? 

Thirty million . 

In other words out or the whole thing that Haas 
has done you are arguing about thirty million? 

I should think eo. 
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Well, thet ' s not eo bad. 

And I think it is otherwise quite conservative. 

And I allo•ed no increase ror some or the other 
miscellaneous taxes Where there might be more. 

That's true. 

Where we might conceivably get more income than 
the eetlmatee show - maybe more liquor tax; I 
washed that out. 

But I should thlnk that who.t you might get more 
might be in the neighborhood: or 50 million at 
the outside . Wouldn't you think eo? 

Yee. 

Which isn't very much. 

Give the Secretary the net picture there, Roe, 
will you? 

Well, the ret reduction in actual receipts ae 
against eetimntes !or '~7 -we are orr 594.6 
m1ll1on. 

Well , I've been carrying 600 millions ret. 

Yes, your 600 is right. 

... 

Well, I told the President between !ive and eix 
hundred When he was at Warm Springs, and t hen he 
came out with an announcement tho.t !rom a l&yman 'e 
viewpoint we had a distinct balance. And then 
Joe Kennedy ...• You know, the thing would be 
balanc ed !rom a layman'e standpoint. Then Joe 
Kennedy tells me Saturday nigh~ - he spoke to 
the President Saturday night and told him "Tbat•e 
what Henry told me.• Well, I told him no such 
thing - Juet the opposite. I told the President 
right along thle year we ' d be orr between !lve 
and six hundred million dollare and be kept say­
ing three hundred !i!ty. 

Now do you include in that anything we'll eave? 
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No , that 695 ie Just revenue. But th~ 360 
that he 1 s te l klng about, he may have had in 
mlnd revenue, but I thlnk on the whole it 
may be in the neighborhood or 350. 

I don ' t understand thla Helvering story 
beoauee he has said right along to me that 
the income tax would be orr 300 milli on. 

I've got hie figures. 

George has lt off 267 million . 

Look, this le whet heorJened. Helver1ng ah'ays 
played square ~th me. Helver1ng goes over 
because the President - a couple of th1nge he 
couldn't do in maklng out hie income t ex, see? 
I mean tc never made out his income tax at 
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Warm Springs. He eent t or Helverlng - e couple 
nt queet1 ons . While he's alttlng t here goeelp­
lng - "What do you t hlnk?" Helvering says he 
wasn't prepared end he pulled the beet figure 
he had out of the alr. H~ said he had no prepa­
ration, ~aen't ready t or i t. The President said , 
"Tell me, what do you t hink? • He eai d, 'I gave 
him a guess and the President grabbed lt .• He 
said , "I didn't go over it at all . " So I mean 
the fe llow played f air. 

But he did give him a st atement. 

Written statement? 

Typewri tten st atement somewhat on the order or •.. 

That ' s wha t Helvering gave me when I asked him 
t o try to .... 

He didn't give the President any written s t ate­
ment? 

No , nothing. So he played perfectly fair , I 
want t o make clear. N~ , he had nothing. 

Wel l , I think in Relveri ng ' s own mind he muet 
h~ve been thlnking about tho inc ome tax end 
not the~e other taxes . 
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Well, let's say a net lose or revenue or 600. 
And where ere you (Bell) going to save 1~0? 

ua 

Well, I'm Just going through the estimates or 
the various departments and see what they have 
done up t o d&te and compere them and see whether 
or not I can t ake a little money; maybe we ' ve 
overestimated. And we expect when this letter 
goes out to eave a little . But I boos to take 
200 million dollars orr this rigure;'maybe I 
can take 250. 

Let me heve ll.iss Chauncey s minute (on phone). 
•... lliss Chauncey, Wr. Haas' memorandum which 
he prepared for the meeting or Thursday a week 
ago and had to do with what ~e call selective 
spending - will you bring that in to me please? 

Well now tor '38 ...• 

Incidentally, did you see t hat Walter Lippman 
had an article celled •selective Spending• 
in quotes? Somebody talked. 

It ~ould be surprising it they didn't - as many 
people as they had there. 

The '38 figures I've just gone over this morning 
and I have no special coopetence on it, or course. 
The point t ha t I wanted t o bring to your atten­
tion was that these estimates show an increase 
over the budget figure or 307 m1ll1on dollars 
on account or the carriers' tax and 7? million 
on account or unJust enrichment. 

What 's the total? 

The t otal i~ minus 75 million. 

Ott? 

Yee - '38. 

I ' d like to explain before you get that 
crystallized ln your mind ... 

• 
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Now on the carri ers' tax an~ the unjus t en­
richment, you of course know of the situati on. 
If the carriere get away with their 5 per cent 
rete, we'~ get in f ac t ln t he fiecal year '38 
about 110 milli on dollars or about 200 million 
leee than this. Now looking at it within the 
room here, I think you can be pretty sure that 
you're not going to get much more than that; 
and furthermore, if the agreement goes through, 
es I suppose it would, the back collect ions 
which are included here probably will come 1n 
in the current f i scal year. 

If the bill goes t hrough. 

Now George has no doubt estimated this on the 
ba~is or t he eXisting lsw. 

That ' s rlght. 

lil1ich is a perfectly proper way t o do it. 

But I ' ve got it flagged. 

What do you mean flagged? 

I mean I've got it marked eo as t~ raise the 
question of policy. Your previous policy has 
been to put in figures on t he basis or eXist­
ing law, end I think thi s di s torts the picture 
by putting it in. 

You mean you ought to leave it out? 

No, i t ' s a question of policy. If i t ' s in, i t 
makes the picture look a lot better than it 
&ctually is. 

That's right. It can' t go without very clear 
co111111ent on 1t. 

We'l l have to co~ent on it. 

Now wait a second. We're talking about how 
muoh money? 
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From the carrier~' tax . ••. 

How much? 

You've got in plus 30? million . 

Plus 307? 

Right. 

You mean that 1 A What you're counting on? 

That is- we're not counting on it but that's 
what the existing l aw would bring. 

120 

There was nothing on the ' 38 budget on account 
of this carriers' tax, because it was to expire 
th1 s last February. 

First I think you should explain that the 595 
include~ t~e l osg or revenue amounting to 134 
million due to t h1e Railroad Ret i rement tax. 

Right . In other words these are eseentially 
set up on a little different basis. The '37 
as far ae the carriere ' tax is concerned is 
a r ealistic p1oture; we're net going t o get 
that 135 million. The ' 39 is unrealistic, i n 
my opinion, becouee we're not going to get the 
307 either. 

Ro~ much are you going to get? 

Well, I th1Rk you're going t o get 110. 

Why not put it down? 

By putti ng it in ~~ · re tipping our band t o the 
carriers . 

I eee . 

That'R t he trouble. If you put it in this ~ay, 
tor ~nat it i s worth, i t indics tes thst the 
President is going to Ptand by the present law. 
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And what do you figure that at - 7 per c ent? 

Yee. 

If you figure i t at 7, how much revenue do 
you get? 

Well, you'd get 164 million tor the tieoal 

yeer and then George bee put in another 154 
tor back t a.x collect 1 one - the.t is, tor 1 37. 

I wouldn 't put that 1n. I tb1nk that the 

mos t t hat you ought t o put 1n 1e your 164. 

Well, it it went through on my basis starting 

t he first ot July, bow much? 

You'd get 110 . 

But we'd get the back taxes ot 134 million 
that ere due 1n the f1ecal year 1937. 

But that's the other fiscal yeer. 

But it comes into '38. 

It might come in- after the secret ary's sug­

gestion that we carried t o the Hi ll the other 

day ot allo-lng the present lew to go on until 

June 30th end then sterting a new progr am July 

let, we would get 134 million dollars that had 

· accrued. 

You would be Justified lf you wanted to - and 

I'm not eo sure but what I would do thl e - to 

leave the thing out entirely, on the same heels 

ae you had 1n 137. It'e been left out in the 
1 37 on the theory that i t ie in litigation and 

consequently we don't know whether we're going 

to get anything. Now you can leave i t out of 

'38 tor the &eme reaeo~that we don't know what 

we're going to get. And we would know aaong 

ourselves that we are going to get 150 m.Ullon 

more tha.n what we sey. 

Leaving i t out and put ting in a note •..• 
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I think I'~ leave 1t out and put 1n the 
statement about 1t. 

Put 1t ln a footnote, but leave it out. 

Or we can put 1t 1n an~ comment on 1t. 

No. I know my Preeldent. It he sees that 
1t makes t hat much ~1tterenoe, he' a going 
to put lt 1n. Because he's tol~ you and 
me "Don't be so damned stingy over there 
and make this thing look right.• He told 
it to me and then he t old it - well, he 
told it to me. He saya, "In your estimates 
don't be so blue. Take the rosy picture 
on this thing.• You were there when he 
seld •... 

Just the opposite. I don't know whether I 
wae there at the particular time, but I 
reaembered the opposite. 

What? 

That he eeld, "Hold the Treasury estimate 
down.• He s&id the same thing tor last 
year's budget. 

Well, he didn't tell me that. 

He thought these estimates were a little 
high. 

No, I ' m talking about revenue. 

He thought they were a little high. 

On revenue? 

Yea. 

Well, when I brought th1~ thing up about 
the 600, .men I ea1d we were going to be 
ott 600 million and Helverlng eaid 350, 
be said, "Gl ve me the beet yw can on thle 
thing. Don't be t oo blue.• 

Well , anyway, never mind what he wart; a to 
do. 
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I think you should be connervatlve . 

I'm going to be conservative. After th1a 
particular question- let's forget that we've 
got this. The easiest way always t o - let's 
be intellectually honest on thie t h1ng and 
let's say where we arrive at. Let's see if 
we can't be practical a nd intellectuallJ 
honest, if they can be compotible. 

I think they are usually t he same th1ng 'when 
you work it out. 

Well, I would say that the wey this thing 
stands now certainly these fellows are going 
to contribute something, aren't t hey·t The 
Railroad boys. And after t omorrow's meeti ng 
we' ll know a little bit more where we s tand. 
Now the President's pos1t1on l s that be wants 
t his t hing to be •Even-Steven• - I mean ror 
it t o corry itself. And as I understand it , 
Just t alking out, three out or the f our 
actuaries say - how much do t hey say? 

They say five increasing t o ni ne at the end 
of twelve years . 

They soy- well, thet would be five, wouldn 't 
it? 

Flve. 

And if it wer e five per cent beginning the 
first or July. 

110 million ln the fi scal yeer 138. 

Then we'd be sure or thet, wouldn't we? That 
is, bece~ae thet is the railroad agreement. 

(Nods yea.) 

!23 

If it would be five per cent begtnnlng J~rnuary 
let ~e'd get 55 million this yeor. It t he 
act' went through before June 30 th, they'd give 
us a check immediately. 
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That would just help the 1 37 66 million. 

ll'ell, I 'm just think.lng out loud - l'!hat I 
would eay - I woul M ' t c ount on enythlng 
tor this year. I mean tha t may be a l1 ttle 
C 0 1'18 ervetive but I wouldn' t count on any­
t hing t or this yePr, and I ' d count on 110 
beginning t he first of July. Now how does 
that oheck? 

Well, I thinlt we can eat1mnte on the basis 
ot wht>tever we arrlve at ln the torm or an 
agreement be tween now and Thursday, which 
I t hlnk - we've got t o take the agreement 
ae a whole and not jus t put ln one year's 
tax, and if we agree that it should become 
effect i ve January l et - it we don't put that 
56 million ln 1937 I think tha t increases 
your revenue by 165 million 1n '3B, doesn't 
1t? 

Yea . 

Row' e that? 

It' s a carry-over. 

It's a carr y-over- accumulated taxes th~y've 
got t o pay. 

So we' d get how much? 

Well, it the act goes t hrough on the new 
bee1e June 30th, they obvloualy can't give 
ua t he accrued 11eblllty f rom January let 
on that date and get lt ln th1s fi scal year, 
eo that would come in the fiscal year '38 . 
There.fore , we'd get t he reguler tax l n 1938 
of 110 mlllion olue the accrued trcm January 
let t o June 30th ot 65. SO you 'd get a t otal 
of 165 mill i on in r evenue in the f iscal year 
I 38, 

Well, wha t do you t hink? Row would you handle 
lt? 

I ' d handle it on thet basis I thlnk. 

You mean it t he thing goee through ea t hey have 
agreed now? 
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Well, if we agree to that between now and 
Thursday. 

In other words, give in t o t hem. 

I'm hoping t hat we will come t o an under­
standing before thi s message goes up end 
t hat we can put lt in t hi s budget estlmPte , 
besed on t hat underetendl ng. 

Yes , but the understanding t h ey have ls -
lf we took their understand i ng , we wouldn ' t 
get this 55 . 

Yes, we would . If we took their agreement, 
we'd get Just what Dan is t elklng cbout. 
We ' d either get 55 thls year or - and 110 
next year, or we' d get a 165 next year. 
That's t he altuatlon. 

Uh-huh. 

Now walt a second . Do thle t hing again, will 
you please? 

Al l right . If •e ..•• 
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If we take it ae these boys have agreed .... 

If we t ook lt as t hey have agreed, we would 
et t her get 55 mt lllon thla yea r and 110 next , 
or i f the law went t hrough a l ittle later, 
we'd get 165 next. In other words, we ' re going 
to ge t 165. 

Wi thi n the eighteen months' peri od. 

Rlght. 

Now I would thl~ tor 1 ~7 we ought to aet i t 
up aa George baa - thAt it ls in litigati on 
and we don't know that we are going to get 
any t hing. 

Yes. 

For ·~a I am quite sure we ought not to put 
1n the 307 ml l l ion that we 're going t o get 
beoausa we' r e Ju st not going to get i t. 

Now I would l tke to see it a s Dan suggests -
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that ie, if we can put in 165 with a not~ 
and eay that thls ls pul'euant to an agree­
ment which has been l'eaohed that the tax 
rate be revised to yield th18 amount. 

Well, why do you (Bell) 8ay Thut'sday - come 
to an agreement by Tbul'edny? 

By Thur~day? Well, I thought ThUl'sday was 
about the deed lin~. 

Thls thl ng won't go up to Congl'ess untll 
Monday. 

Well; the Pl'es1dent esy8 the 14th - message 
date. 

Weak ot the 14th. 

Well, that would give me A little mot'e tlme. 

He said the week ot the 14th. He can't be 
reedy. He won't be ready. 

I haven't even got Hopkins ' stuff. It'll 
glve me more time. 

Well, let ' s Just let this go on the 165 baa1e 
with a question mal'k on it t or me. 

I'll put 165 down there. 

Now on the unJust enrichment I don't know what 
to eay on ths.t . 

Is that the same 118 the windfall? 

Yea. George ' s two estimates a l'e consistent. 
We have shown in t he present budget that we 
t hough t we wel'e going t o get 82 million t h1 e 
year. lolow we have actually collected 5 or 
will by the end of thls year. That's pretty 
sure, isn't 1t? I thlnk we've got that or 
pretty olose t o it. 

Well, we haven't got i t yet. They've g~ 
ne11rly three. 

Regraded Uclassified



1/~glll: 

Hae s: 

!legill : 

Bell: 

Has s : 

llag111: 

· H.:.!.Jr.: 

llaglll: 

H.M. Jr.: 

• 

Haes : 

H.LI.Jr.: 

Haa s : 

Bell: 

~. 27 

- 17 -

They 1 ve get about three. 

And they got over t here - they wanted to make 
lt seven and I cut l t t o f l ve - t he people 
from Internal Revenue. 

What George has done l s throw the other 77 
lnto 1 38. Well, I don't know - I don't thlnk 
we're going t o get 1t. 

or course, that makes '38 look better . Tbet'e 
the trouble with shi fting tho tax. 

It wil~ be drawn out over five years . 

We 'll get some in 1 38 but we won't get 77 million. 

Do you mi nd 1! I Ju~t break thle e minute. If 
th1e goes out {referring t o.UP cllpplng) lt'a 
Just golng to kill the market. No, I'll walt. 

No, go ahead, ge t it or r your mi nd. 

No, I'6 rather ge t you boys started. Let me 
Just have Gaston - cell him up nnd find out. 

{On phone) Mr. Gaston on the telephone -­
Herbert, they Ju~t brought in that United Preea 
stetement. Who geve that out? Will you pleaae 
call up Elliott Thurston and say I want t o know. 
See? -- What? -- Will you please? -- Tell him 
I want to know. And if he can 't answer 1t, tell 
Eccles -- Well, find out and then c ome back. 
Come into my room, Wil l you? But call up Elliott 
~nd ask hlm i f be's seen i t end I want t o know. 

Do you know what 's worrying t hem? 

What? 

They t hlnk the bug i B on t heir back and they 
are trying to •.. 

One of the offi cials or tl"e Schroeder Banking 
Corporation caae in t o see me and be was telling 
me about statement & or this kind comi ng oot. 
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He saiO the minute they hit the preee you 
have a group ot people 1n New York ~o begin 
to anRly~e them anO try to outguess the other 
fellow. They say that they know probably 1n 
thelr oorn he arte that t here isn't anything 
t o t hem in the way ot trying t o lntluenoe the 
market but they know that somebody else 1e 
golng to get scared and t hey immediately try 
to outguess the other fellow. And then, he 
s8ld, they all rush in there anl try to do 
something w1th t he market. He sald that 's 
one thing that ' s causing your d1tt1oultles. 

Well, anyway, let's go ahead. I'll try to 
be ..• 

Well, now, what we better do on that w1ndfall 
tax •.• 

Whet have you got it down tor? 

?? mllllon. 

For next year? 

For next year. I preaume you could put i t -
put ln a blank and say it ls in litigation, 
it you wanted t o - whlch it 1s. 

I agree with you t hat it will t ake five years 
to collect the windfall t ax. 

We ' re not golng t o get lt. 

You won't get it all. 

How much Will you get in? 

It's problematical. 

Get a little more next year than you have t~~~ 
year. It you estimated it five , then next year 
maybe lt'll be ten. 

It you get anything, 1t will be by settlement. 
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Row much? 

Oh, I think 1t woula be very smell. 

I think more likely ten than fifty. 

Well, put it down to ten. 

Ten or f ifteen. I ' a go a li ttle over 1937. 

He's got a milli on? 

No, be's got five mill\On tor this yeer. 

Ten or fifteen mUllen. 

The only other one on the estima tes- you're 
pt'e tty sure or your 464. 

That's e thing I wsnt to aiecuse with you too. 
I'll get the boys t ogether. 
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How, the only other questi on I have is Just 
as to the f orm or this communication. What 
Raae has set up here are these figures plus 
in each ease en explanation, end t he substance 
of the explanation 1& first, why the original 
estimate seems to have been too high and then 
secondly, why we have arrived at the particular 
figure that we have, with a view to demonstrstlng, 
tor instance , that when we knock ott theoe verloue 
amounts, we now ere right - we're Just not golog 
to get them. 

Now ot course t~ere's no reason why t hese meoo­
randa ot Haas shoulan•t be tranemltted to Bell 
and - in thet torm. But llt!at do you we.nt? What 
does Bell want? 

Yes, that's what I want. I want some explanation 
ot the estimate rather in detail. And that brlng& 
~P the question as to how much we ought to put in 
this presidential etatement going to the Hill. 
or course, ln the annual budget ~e put ln a com­
plete analyeie or the revenue estimates and alec 
the expenditure eetimatee, telling in great detail 
~he basis tor the estimates. I 've Just been won­
dering whether or not 1t would be a good pol1cr to 
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put something in th1s statement along the 11ne 
that we hll.ve been dlsouseing about the loop­
hole businees, ae t o whether or not - or make 
the statement that there are loopholes in the 
law and that somet hing should be done t o plug 
it -whether we can make that positive state­
ment and whether or not it would have a bene­
ficial effect or if you make that statement , 
would the public think t hat there is some 
hidden nest-egg, there i s so~e hidden money 
some place and that the budget is going to 
look better on the actual results than it does 
on the estimated basis. 

I wouldn't think the public would have that 
opinion si~ply on the basis of your saying 
that there are s ome l_oopholes . llhat would 
bother me is that I assume that both Senator 
Harrison end Mr. Doughten would immediately 
come to me end ~sy, •Just exactly what ere 
these l oopholes and What are your amendments?• 
Now, I don't think that we are in a position 
at th1e portioular moment to give them de­
tailed amendments. 

And some of the loopholes ere types or things 
that don't require amendments. 

That' a true. 

In the message - amendments? 

No, in the la•. 

But in the message? 

No, but suggest that the amendments should be 
made t o the aot ln order t o plug the loopholes, 
if they are euoh that tho fault is with the 
law. Now George said some of them, he thinks, 
m~y be administrative. 

I wouldn 't say anything about loopholes at that 
time. 
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I'd dislike to. I think they are legal loopholes 
in the law. 
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Look, Just let me - I ha ve written out my 
program end I wented t o talk With you (Bell) 
but let me give it to you. And this takes 
in t!tla thlng, you see. What I was going to 
try to aell the President wee this. On hle 
'37, you see, that he'd 31ve out first hie 
letter t o the depertmentA cutti ng down the 
money, and that he's point out whet money, 
if any, he can eave still 1n 1937. He'll 
put it as an example 25 per cent for Custo~s , 
you see. 

For whet? 

That Agriculture gete from Cust~s. Was it ... 

30 per cent. 

One thlrd . 

No, it's 30 per cent. 

Well, that's pert of lt. . ... t o show that 
he's doing something to ~ave some money thle 
year, see? 

Then for ' 38 - well, what I out down for the 
new taxes, I'll Just go - weil, I cen give 
you the whole thing. I put down one billion 
for relief and Resettlement until February 
1st, 10 pP.r cent tor impound! ng of all tun5 a 
ets rting July let, exclusive or relief f unds. 
Then, a new t ax bill next Congress, hearings 
to s t art next November. 

Right, r i ght. 

See? 

Is t hat l ncreeeed taxes? 

Well, in view of whet the situation 18-
inequali ties - anything. 

Yes, I ' d emphasize the inequalities . 

Wnst I'm thinking about ie if we are short -
if we're going t o be short, if we can't 

• 
lU 
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balance the budget exclusive of debt retire­
ment for 1 37 and '38, then I say we ought to 
have a new tax bill, hearings in November and 
the tax bill to be introduced in January, eee? 
Both for revenue and inequali ty. But not at­
tempt t o do it until next J anuary. And t han, 
in connection W1th that aleo at that time we 
will know whether we need new revenue f or re­
lief. But we start the hearirg s next November. 
And then I ' d put in the message t hat all ap­
propriation billa passed outside the present 
budget Will be vetoed unleaa th1a new revenue 
is provi ded. Now that's the program that I 
worked out, you see, for myself . I mean it'a 
Just .•. 

Well, that's along the linea that I've been 
thinking, except the tax hearings; I hsven't 
got anything about thet. 

Well, I've been aiming ... 

You've got my whole story, as I stand t oday. 

I've been aiming at that result. Now sa far 
as the tax bill is concerned, what I want to 
see is, as I t hink you know, an ironing cut 
of some of the~e inequalities that now do 
exlst, and then plugging up some of these loop­
holes that I know do exist. But I don ' t want 
to be asked t o go up before the Ways and Keane 
Committee on the Finance Committee in the next 
couple weeks t o polnt out how to plug these 
loopholes, because I think that would be a 
great mistake. We 1 re Just not sufficiently 
prepared. 

And as a matter of fact, your study would in­
dicate .nere you are; we don't know. 

We don 't know yet. 

(To Kieley) Find out where Kr. GaRton is and 
tell him I 'm waiting tor him. 

I've been told here within the last two or three 
weeks that there are no loopholes w1 thin th1e 
law. Well, now, I know darned well that there 
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ere, but I'm not prepared to go up on the Rill 
and tell precisely what t h ey are until we make 
th1 e study of t~ se btg returns . 

But do you see whet I mean - giving a billion 
dollars unt i l February lat . Then we see t he 
revenue oicture an~ the bi l l s and the whole 
business'; t hen we' 11 knot~. And the Presi dent 
)"Ould sey, "Then 1t t he budget i an ' t - 1f I 
eee it i sn't going t o be balanced by December, 
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I will then put in requests tor the necessary 
rum e in a tax bi ll in J anuary, t o raise enough 
fund s to balance the budget and t o give me what­
ever additi onal money I need for relief t o c~rry 
ue the balance or t he fi ve years. • I t hink I 
can sell that to hlm. 

Five months you mean. 

Five months. I t hi nk I can sell that to him. 
I think that's better. 

(Gaston comes 1n.) 

I talked to Ellio tt Thurst on quite at l ength, 
and he denied that anybody has talked t o any 
United Preas man within the last two days. 
He says they are all keeping their 1198 very 
cl osely buttoned. He men' t any ides of whe r e 
the UP men msy have gotten t his story. The 
only people he has tal ked with were Fred 
Shelton and Kiplinger an~ Harry Eaton. At the 
same time he says t hat in t he past he hce called 
attention t o the boys to your statement about 
an orderly market - that you weren't t rylng to 
raise or lower the prtce of government b onds. 
That you were merely trying t o keep an or der l y 
market . He has called attention to Eccles ' 
s t atement about the i mpoRsibillty or controlling 
t he commodity inflation by monetar y means. But 
he can't imagine how Kleine or any other UP man 
could have written anything so contrnry to any­
thing he could have said. 

He'a a ller, and llr. Eccles is either going to 
fire Elliott Thurst on or I 'm jus t going t o go 
out and Just burn Eccles up t h is afternoon. 
I ' m e1ck and tired or hlm. 

(On phone) Chairman Eccles, please. 
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Got any report on the market? 

No. 

or course, you've got to conalder that these 
UP fellows will force a s t ory. 
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Oh, thle is Just Elliott Thurston, this fellow 
over there. I t old Eccles - now I warned him 
and I'm Just - that I'm Just going to burn the 
hide orr him. 

It isn't safe t o t alk frankly or tor background 
to those UP boys. You can do it to Duffield 
end one or two others. 

(On phone) Hello. (Rae conversation with 
Eccles. Recorded on dictaphone at 10:32 A.M.) 

or course, Ell iott does deny •.• 

Well, he's Just a liar. Everybody knows­
they know him from the London Economic Con­
ference; he double-crossed the President , 
he double-cro~eed everybody. He's known as 
a tri cky, low-down beAterd. Now everybody 
know~ lt in town tha t you can't rely on the 
fellow; you can't tell me they got that out 
or t hin alr. 

Well, let's Just 11lke t-.o mlnutee more. 

I have a Civi l Service Commlssion meeting 
right a 'MlY . 

I think we're clea r. 

I've got one t hing . 

Well, talk fast, George. 

We've gone wrong on these est imates and now 
we 've got the 1 3? experience. But if t here's 
nothing done to clofe up those loopholes , 
those loooholee will get wider in '38 and you 
won 't get'the eetlmated revenue t hat we are 
figur ing in 1 38. 

I t hl.nk we've got to take it ae or the ex­
perience - t hat he's told me enough that we 
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know wba t to look tor. I ••an thol'e d1 rtden4 • 
ot 13 per oent - there ' • 1011eth1ng wrong. · We'll 
oerta1n17 t lnd that out, and Oongreee will be 
here and lt there le a loophole on that, ~•'11 
have to hlt that •nd not walt. But on the other 
experience, I don't think 70u can out lt an1 
lower. 

The onl7 point 11 that we should get at lt 
1ued1a tely . 

ooOoo 
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Chairman Eccles 

Hello 

Hello 

Marriner . 

Yes Henry. 

April 12, 1937 . 
10:32 a . m. 

Now there's a United Press story - ah - just came 
out over toe ticker making a great guy out of you 
and making & bastard out of me . Now I'm stick and 
tired of this stuff; I told you; I werned you about 
Elliot Thurston; Gaston has talked to him; I think 
he ' s a God-damned lia r and I'm just not going to 
sit here and take it any more, see? 

Well what is the story? 

Oh it ' s the usual s tuff that ' s been fed out of your 
off'ice ; now I 1ve sat here •••••• 

Well I•m - I ' m- I ' m • • •••• 

•• • • • • . I ' ve sat here and I'm just not going to take 
1t aoy longer, see? And I - I mean if you think 
that I'm such a fool that you're going to have 
Elliot Thurston feed out stuff and - and - and 

l~S 

pull down the Treasury and belittle it in the eyes 
of this nation I am not going to t ake it any longer. 

Well I don't blame you but I can' t understand 
your passing Judgment without knowing the facts 
at all. 

Oh Gaston called up Elliot Thurston and he - he 
just lies . Now here ' s - let me read you this 
story, see? 

All right . 

United Press story: "Federal Reserve Board offici als 
say that cont rary to opinion 1n some financial cir cles 
the Adainistration is not opposed to an orderly r ise 
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of interes t r ates in the money morket where the 
Treasury expects to seek new funds within the next 
few months . They express the opinion tha t the 
genera l depression in the money market 1n recent 
aays was due i n large measure to misunderstanding of 
t he Adm1n1str & tlon' s intentions concerning a n easy 
money policy . Discussing the r ecent statement of 
Federal Reserve Chairma n Eccles cnnounces support 
of an easy money policy t hey ma intain that such a 
policy aid not necessari ly imply thbt he favored low 
interes t r ates, neither could his statement be in­
t er pr e ted as meaning that he or Secretary Morgenthau 
was opposed to gr adual s tiff'ening of int eres t r ates. n 

'l'hey added, • Eccles was r epresented a s being appre- • 
ciative of the healthy effect of gradual rise in the 
cost of lone-term money provided other f t ctors such 
a s prices were kept in line . " The Reserve offi ci al 
said t ha t t hey assumed t hat Morgenthau undoubtedly 
appr eciates tnat he cannot continue to put out 
government obligations indefinitely e t interest 
rates so low as to be unattractive to bankers a t o 
when other inducements a r e becoming Hva i l bble. 11 

Now I ask you - i s that playing ball? 

?/ell I can 't understand who put that out. Of course, 
1 di dn 't even .rno.1 there was any statement out a t all. 
You say thi s comes out t his morning over the Uni ted -

ah 

Yes - 9 : .34 . Now I take a lot of this stuff tha t's 
come out of t he Federal Reserve Boar d but elliot 

. just feeds these fellows and I- real l y, Marriner, 
I c an't t ake t ills all and jus t sit here and keep my 
mouth s hut. Now he can jus t lie his head off. 

//ell there ' s no occasion to s ay anything; there's 
no occasion t o put anything out. As a matter of 
fact, the position I've t aken - ah - is the least 
that ' s said for tne next t wo or three months the 
better off everybody is ••.•• 

I L<nov.· and . •... 

•• • •••• and I 've refused to see anybody. 

Well but Elliot lhurston i s there all the time . 
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Well I don't know whether it's been Elliot or whether 
they've seen somebody over to Golden~eiser•s Division. 

Well -

These fellows go over there all t he time. 

But I mean this thing - I mean I'm not - I'm not 
so dumb that I can't understand ·~ a s t ory like 
that is put out and t hey certainly cen•t get the 
thing out of the thin air . Now all this past month 
I ' ve kept my mouth shut - there ' s been no story in 
any way or intimations from the Treasury criticizing 
you. There hasn't been a single s t ory out of here . 

Well, of course, tnot statement aoesn't criticize 
anybody . 

On noJ 

What? 

No it ' s just trying to build up that I'm - that - that 
this whole movement on their pert is in order t hat I 
can do some f inancing . 

Well what movement do you mean- you mean •••• 

Oh well now Uarriner you 1 ve r ead the paper the last 
week and this 1vhole thing - I mean it ' s so self­
evident . 

Well I - of course I K.new that the minute that we 
started to buy gover~ent bonds sooe of these fellows 
up in New York that Nant higher rates would immediately 
say, of course, that what we ~Ere doing was in an 
effort to - ah - to help the Treasury . I knew they'd 
say that but it doesn ' t make any d i fference what you 
do - some of that financial press - they're going to 
pan you, now they panned .•• ••• 

Here - here' s a story leeds off - "Federal Reserve 
Boar d officials say"- that's the way the story 
starts . I should thiilk they had enough statements 
co~ng out of the Federal Reserve Board . 

Well we ' ve had - we 1 ve bad plent y and as far as I 1m 
concernea I ' ll - I'll certainly ra ise hell £bout it . 
llow I - the t' s all I can do because I put no s tatementa 
out . The only statement that - that - that - that 
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11ent out with my knowledge and my c onsent was the 
one that the Open Market put out there a week ago 
which I read to you over the telephone and as I 
have seen none of the press since, have r efused 
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to s ee r.nybody and I have told the members of t he 
Board tluot my opinion- llnd I told Elliot too that 
the thing thLt would - the least that was said the 
bett er off everybody would be; that the market wes 
settling down in good shape a nd it seemed to me that 
we ought - that we ought to be damned glad everybody's 
left well enough a lone. 

Well I should think so certainly after what we 1 ve gone 
through for three weeks on this question of gold and 
prior . ..... . 

Of course, I don't like that s t a tement a damned bit 
better than you because the inference is t hat these 
fellows are going to get higher interest rates ; they 
would assume thr. t they 1 re going to get higher interest 
r ates than they ' re getting now; well that doesn ' t 
please me a t a ll; it doesn ' t please me at all . 

olell some day you're going to wake up to h lliot 
Thurston . I don • t know when you are but the • • • •• 

#ell , of course, tne first criticism I 've heard of 
nim was tne one you mentioned a week ago. 

• Oh well , anybody ••••.• 

That ' s the first time tna t you ever said anything 
about it. 

Well tbe - I'm - I ' m not going to criticize your 
personnel. 

Well I •m glad to have you do it . I'd criticize yours 
if I . ...... . 

If - if I had saiQ this stuff - the,r can't get this 
out of the t hin air and the important thing is that 
you and I worked together and t hat people over in your 
shop don't do things which can't help but irritate me . 

Well I •m- I'm- I'm- I'm terribly sorry end I 1ll 
certainly talk •••• •• 

I mean if o statement came out over t he United Press 
or anything else "Officials of t he Treasury sey that 
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Marriner Eccles wants ni gher interest r at es and 
tnet he expects to control commodi t ies and so forth 
and so on. " 

Well nell- higher interes t- that ' s absolutely •• • •• 

I know but supposi ng something comes out and supposing 
a lso that I pl anted the story, "the r easons for the 
last three weeks - the upset in the gold market is 
due to the article in Fortune by - by Chairman Eccles" ­
end that t he r umors star t ed from the date that that 
article was released and the havoc that bad been a ll 
over the world due to that article . I could plant 
stories like t hat but I never do it . Hell I want to 
be friendly . 

Well I hope you don't think I went t o be otherwise. 

Well but this thing pushes me pretty hard, Warriner . 

~ell what do you want me to do? 

• I - I went you to get hold of your people and I ' d like 
you to get hold of the Oni ted Press and find out where 
they got i t from. I mean- the- they can't publish a 
story like tha t 1f you send for them and try to make 
toem justify it . 

1/ell I ' ll get ahold of t hem and see what I can tina out 
about it . 

I mean I think you owe it to me . 

Yes. 

I want - I have a Press Conference at 4 o ' clock; they ' re 
going to pound me; I don ' t want t o - I don ' t want to ­
an - ah - ah - ah - publicly have a split but when t he 
Feder a l Reserve Board tries to say what I do or don't 
think - ah - they ' ve gone too far . 

Well they've got no business saying anything about it 
at all; there' s no reason to say a nything - absolutely 
none . 

That - that was our agreement . 

Well t hat - I - of course I - I 've said nothing and I 
gave instructions not to . !low 1f something gets out 
wqy i t ' s certainly contrary to - t o - ah - i nstructions 
t ha t I •ve given. or course, I don ' t know whether some 
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Board Member has talked or not. 

Well I think that - I know if - if the United Press 
wrote something a nd credited it t o me I 1d get a hold 
of Lyle Wilson and ask taem wnere they got it from . 

Well -

After all, he 1 s the Manager ot t he Washington Bureau. 

I ' ll get- I 1ll get ahold of Elliot and find out 
whether he ' s g iven them anything a t all or not. Ah­
was t hat supposed to have been given out t his morning? 

It ' s dated 9:)4. Well will you call me back? 

I ' ll see wh&t I can f ind out about it. 

And incidentally the President bas switched me - be ' s 
having me for lunch to-day contrary to whst I thought . 
So you were coming to-day, weren't you? 

Ah - no-ah- ah .. . . . .. . . 

Oh well I •••.•.• 

I understood it was a ~eek from to-day - I mean a 
week from Tuesday . Bonnet had some banker over here 
and last week he wanted me to come over to lunch 
tomorrow. 

Yes , well you ' re lunching with him tomorrow? 

Yes, but before I made that engagement I checked up 
a t . ...... . 

That ' s all right • 

• • ••• • your office to find out if- ab - our lunch 
was first. 

Yes , and t hen the President switched me Monday to 
Tuesday and now be 's switched me back again. 

Oh I see. 

But - ah - so I told him to l et you know that you 
most likely when you get to the office - because I 'd 
like to have you e a t with me Monday but I ' ve Just 
got ten word that the President wants me Monday, 
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I see . Well then - what - what - would you like to 
fix Wednesday or some other day this week? 

Well - ah - let' s - let ' s see how this thing turns out 
and t hen we 1 11 get together . 

Yes . 

But this - please go to the bottom of this, will you? 

All right I will . 

I'd appreciate it so much. 

And don't -don't - don ' t - don't -don' t - don't pass 
Judgment on me on that now . 

I don ' t - your - I - I - I - your word is good w1tb me . 

All right. 

Thank you. Goodbye . 
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H.M.J r: Hello 

April 12, 1937. 
10155 a . m. 

Operator: Mr. Altschul 

B. II .J r: 

A: 

H.M.Jr: 

A: 

R.!d.Jr: 

A: 

H. ll.Jr: 

Thank you. 

Bello Henry. 

Good morning . 

Good moT?J.ng . 

Bello 

Before I see Mr. Mayer or Meyer~ which is it. Is it 
Jlayer or •.. . .. 

I don1 t - I don•t bear you Henry. 

Your partner Mr. Mayer - i s it Mayer or Meyer? 

A: It•s spelled M-e-y-e-r . He calls it Mayer. 

H.U,J r: \'/ell did you want to just give me a little inkling -
.something about him or something before I see him? 

1_43 

A: All I can tell you is that he that he i s the active -
the - the ed.itorizing bead of our - member of our 
firm 1n Paris, 

H.!l. J r: 

A: 

H. IJ .Jr: 

A: 

H. W.Jr : 

Al 

I see . 

Very abl e fellow. 

Yes, 

Very - ab - ah - playing a very prominent role i n all 
ldnds of things 1n his own country. 

Ah-ba. 

And be is - knows a great many people over there and 
I un~erstand that one of them asked him to come over 
and ·when he .as here to call on you to present some 
kind of an invitation or other to you. 
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a .» . J r: Vlell I just wanted to talk with you for a second and 
just check before I saw him but • ••• • • 

AI Right . Is there anything more you want to know Henry? 

H . ~ .Jr : No- no that•s the- you vouched for him and he ' s your 
partner and ••• •. • 

~: Oh yes - quite. 

a . u.Jr : Well that• s all I wanted to lmow. 

A: O.K. old man. 

s . u.Jr: Thank you. 

A: Thank you. 
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R.ll. Jr: 

Operator: 

H.M.Jr: 

Operator: 

R.!l.Jr: 
George 
Harrison: 

H.ll.Jr: 

H: 

H./d.Jr: 

H: 

H.ll. Jr: 

R: 

H.ll.Jr: 

R: 

H.M.Jr: 

H: 

B.ll.Jr: 

R: 

H.ll.Jr1 

H: 

Hello. 

Governor Harrison. 

Thank you. 

Go ahead. 

Hello. 

Hello Henry. 

\ . 
.lpr11 12, 1937. 
11:.40 A. M. 

I'm awfUlly sorry to hear about Burgess . 

145 

Well, be went home - ah - on - very nnBXJI&Ctedly 
on Friday; he had - he was down Friday morninc; 
be seemed very chipper and very well and than sud­
denly something happened and he felt these 
cramps internall y •• ••• • 

Yes • 

• • .. .. he had to go home and they operated on 
him Saturday but he's coming along perfectly all 
right. 

Good. 

A little uncoatortable but everything's going 
Juat as well as they expected at this time. 

Fine. What hospital is he at? 

What's that? 

Do you know what hospital be's at? 

Ah - he's at St. Luke'•· 

St. Luke'•• All right. Bow •••• 

Say Banry, one thing I torcot to tell you on - ah -
when was it we were talking - Saturday. 

Yes. 

Ah - we were haTing 
troa earark. 

releases ot gold 
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Oh really? 

Ah - by toreisners who were convertins tbelll i nto 
dollars and buyins sold at a discount in London. 

Huh. 

Which was very s.lll&l't ot thea and, as tar as we 
are concerned, all to the sood . 

Yea . 

But I thought it would interest you. 

That is interesting. How IIUCh did it run to? 

!.46 

Well now the last I heard it was about tive aillion -
I think it was . I ' d have to check. 

Yes . Now did :you ti.nd out who bought those five 

No but I told - I told Sproul that I'd li.ke to 
find out so he ' s goi ng to try and do it today. 

I see . 

And after I hear anything I 1ll let you know. 

Did Wayne call :you up about any switchins? 

No . I hear he talked to Sproul . 

• •• • • 

We had ten and a half million worth of notes comi.ng 
due this fall and we thought we ' d sell them and 
buy 2-7/S's . 

Well, he aaa:y have talked to Sproul. 

I - ah - the boys here say he talked to Madison. 

Oh well , I guess he done it 1;hen. 

Yes , but we thought tbat aight help a little bi t. 

Yes - first rate. 
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And I got so mad this aornina that I coapletel)' l os t 
'lll:f temper for the first time in a long tillle . Long 
statement out on the United Press ticker about -
supposedly quoting the P'ederal Reser ve Board here 
about long-term interest rates indicating that they 
bad to do this to help ae out with -:r governaent 
bond market and - crediting the statement to the 
Board here. 

Well I haven't seen it. 

Well I let them know in no uncertain teriiiS how I 
felt about it. 

(Laughs) 

They denied that they talked to anybody but ••••• 

Well I called up Saturday and I let loose about 
some things C&llle out of there too. They announced 
to the Press on Wednesday how IIIUCh we had bought 
in bonds on llonda;y and TUesday and I thought it 
was a regretful way to run it. 

Well I - I - Eccles says he knows nothing about 
this statement and I believe him, and now he's 
going to try and run it down. 

Yes, well there's soMbody who is do ina altogether 
too auch talldng around there . 

I think I know who it is. 

Ab-ha. 

But I •ve asked Eccl~s to find out and I never waa 
more serious because I should think by now they've 
learned their lesson and that the thing to do was 
to keep their aouth shut, but we'll see. But 
on the gold they ' re thoroughly sati.sfied that 
we•re not going to change the price? 

Well I thil!lt everybody is very 1111ch aore coaplacent 
about all that now. 

Good. 

AJid that statement of the press was just what was 
Deeded of course. 
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TbaDk God be didn't •ke a liar out ot •· 

(Lauchs) Well I tboucht ot that. 

Yea , well it was all right. 

(Lauchs) 

He hasn•t 7et and I don't think he will. 

Jo, I don't think so. 

Well, tbanks, George, 

148 

All right, and let ae lmow it t~re is &nTthinc 
7ou •ve got to sucgest or it there is &DTthinl we 
can do. 

Thank 70U· 

All right. 

Goodb7e. 

.. 
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lleo1'11Ddull of Oollfer.~~ee a.u u the S.orat&rT'• 

Office at 3 p . JD. , .t.pril 12, 193'7. 

Pr .. ent: Secret&%'7 llorpnthml 
llr, Oliphat, 
lliu Roche 
llr. Haaa 
llr. Opper 
llr. Lindow 
llr. Dunni.JIC 
llr. Ihldu 
llr • llcReJDOlda. 

!ha S.cre t&%'7 eta ted the t be wan ted to te 11 thia group tbe t 

be bad &ITaDgOd wHb llr, Ihldar t o dnoia a portion ot hia iJJ. to 

a •tud¥ of a program for al- clearanoe and low-coet bouaiJJC, and io 

ci•e thie group .. 1'7 confidential information that the President bad 

dec i ded to deTote to elum clearance and low-coet housing durilJC the 

next tieeal rear an amount r&JJCilJC from ten to fifteen million dollar• 

and thereafter tor fifteen or twani)' rear• an emollllt not to exceed 

twani)'-tin mllion dollan a .,ear. tbia daciaion of the Prel1dwnt 1 e 

i e not to be communicated outside of the !raa&Ur7. 

!he Secretar,r informed llr. Ihldar that be would 4aal with 

llr. llcRe111olde in connection with hie work and arrange with him in the 

nent he wanted to brilJC &liT additional auiotanh iD to worl< OD the 

proJect. 

!ha Secr.t&%'7 a tated that be bad told the Pr .. ic!ent abod hie 

ida& of b&TilJC tbe c-1Uea biQ' the land and let the !re&&Ur7 do tile 

llll.1ld.1JJC and at tirat bluab the Prelid&Dt liked it, but tbia idea 
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ahould 'o• eoData.red parelT aa \fttaUn. 

!be .. cretar7 atawd \11&\ be would Ua 111". rua.r 1a eftq-

1a& tb1a mauer \o a-pproacb 1\ from \he al• olearuce qle 

1a1tiall7 'oecau .. be would prefer \o awai\ \'bot rawlt of .. cretar7 

loll .. ' e:rperieiiCe oe \be fitt,.-three l.,._coe\ bouaiJIC projeo\e be 

haa uaa.r ..,. before coiDc 1a\o tha\ field ezwaain}T. 
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l:I • ..I .Jr: 

Oper 10 tor: 

l:i .:t. Jr: 

Eccles: 

H. :.LJr : 

li . :I. Jr : 

E: 

H. iii . Jr : 

E: 

H. !.I.Jr : 

II . I&.Jr: 

E: 

H.U.Jr: 

E. : 

H.U. Jr: 

E: 

Hello 

'-hairman Eccles . Go ahead . 

Hello Ma rriner. 

April 12 , 1937. 
3: 48 p.m. 

l 5.L 

Hello . I called, as I told you this morning I would, 
a t twelve a nd you - I tried t wo or three times end 
you were busy . 

\~ell I've been at the Wh1 te House . 

Yes, I assumed that you wer e pretty well tied up 
on this budget thing . 

Yes . 

Ah - Nell - ah - what 1 wanted to s ay was that I don' t 
blame you being sore . I got here - when I got ahold 
of the statement and saw- reed it over •• • • • • 

Yes . 

•••.•• eh- of course t he damned thing puts me in e 
position, I think, jus t as bod as it does you becbuse 
it ' s absolutely contra ry to what I said publicly ••••• 

Yes • 

• • •• •• on so darned many occasi ons and looks- it makes 
me look per fectly inconsistent. 

It does . 

And - end I'm just as sore about it a s I can be . 

Yes. 

When it- when it says that I ' m in favor - tbr t the 
Administration is not opposed to a rise in interest 
rates •.••• • 

Yes . 

• ••• •• where the Treasury expects to seek funds end 
so forth. 
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!l .J.I .Jr: Yes . 

1:. : 

B. li . Jr: 

E: 

t! • ..I . Jr: 

E: 

H. :.l . Jr : 

1:. : 

H. :.l.Jr: 

E: 

!l •. 'i. Jr: 

b: 

H . ~! .Jr: 

E: 

H.J.I . Jr : 

1:. : 

H. ll. Jr: 

Well now - ah - I t alked to Elliot about this . He 
says that last week on •lednesday •• ••• 

Yes . 

••••••••• th~ t this fellow Kline • •••• 

Yes . 

•• •••• and a coupl e of other fellows were over here . 

Yes - Wilcox . 

Yes, and he talked to them and they - it wasn't a 
~uestion of him asking them to come over . They came 
over to just ask him some Questi on ••••.. 

Yes . 

••••• and tha t the question of interest rates was-
was - came up and be - he merely stated that - tha t -
that - an abnormal ly low interest r at e - nobody wanted 
to force down u r a te to a point where later on it 
would merely get out of line ••• •• •• 

Yes. 

•••.•• and cause losses •••••. 

Yes . 

•••• and then he said as a result of that t hey' ve gone 
ahead and got together and written a story that - that -
well I said, of course, I - I wished to devil we 
wouldn' t even talk a bout these things a t thi s time 
and - that I s a id a week ago th&t when t he Board put 
out t hat statement that by God we wanted to keep com­
pletely in the background as we wanted to let well 
enough alone . 

That ' s right. 

Well Elliot feels sick about it - be - he's jus t - be's 
jus t sick a s bell. 

Well I think be should. 
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And I ' m - I•m pretty sure tha t tbis thing happening 
has - wi l l - will make him - ah - he ' l l lean backwards 
the other way . I told him you were Just- I never 
saw you as mad . 

Yes . 

You were Jus t terribly sore . 

Yes . 

And tha t I nad 
you ond I Just 
trying to keep 

That• s right. 

- right at this time of tension that 
h&d one hell of a time trying to - oh -
this situation in balance -

• 

- That everybody was trying to tnrow monkey wrenches 
and - and trying tog et ~> cleavage in here •••••• 

That ' s right . 

And that we had done everything possible and, ther efore , 
it seemed to me that men in the Reserve Board and men 
in the Treosury is the l as t place in t he world that we 
ought to get any trouble from. 

Well you remember I told you the people in - not only 
the people ln Ne~ York that would like to see you and 
me fall out -

Well I Know e feN others around oere . 

I \<.now that . 

I can - I con - I could name t hem and I think you and 
I .vould name tne same people . 

I think so . 

And, of course, I'm always consci ous of t hat fact. 

And a story like this Just d i d burn me up- I mean • • •• • • 

Well I don't - it burned me up. You - you take the 
night I was out to your home with t he Open • arket 
Committ ee • .•••.. • 

Right. 
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•• •••• • and - and you saw right there - there was the 
best demonstration of where the cleavage was . 

Right. 

And you heard what I sai d . 

Ttiat• s right. 

And - and - and there isn ' t no one a t any time can 
say, so f ar as I was concerned , that I was - I was 
after high ~oney rates . 

Yes . 

And - and - ab -

Well the unfortunate thing is there were two good 
reporters came t here end they went away undoubt edly 
with the impressi on that' s wha t Elliot Thurston 
thought t hat you thought. 

Well - ah - ab, of course , I - I - Elliot !mows 
better t han t hat and I don ' t think Elliot thinks 
that himself . I'm - I ' m perfectly sure t hD t what 
happened these fellows - ah - ah - got a wrong 
impression from whnt Elliot •••••• 

I wouldn ' t be t oo generous, liarriner, you !mow I 
told you tnat the other day but, after al~, he ' s 
your hired help - not mine . 

Well I - this is an experience snyway and I - I' 11 
be ws tcni'ul . 

Well I appreci ate talking to you end • . ••• •• • 

Well I didn ' t want you to - to - to - ah - to -go 
into a Pr ess Conference or to - t o - to - i f - if - if 
you have occasion to - to - t o - to - this 4uesti on 
of this article comes up ttnd you have a question to 
state ••.•.•• 

Yes . 

•• ••• ah - wha t the administr ati on - if t hi s is correct , 
see, it would s eem to me what I'd like t o nave you do 
is to s ay t hat - t ho t the Administr ation is not f& vor oble 
to higher interest r a t es a t this time. 

Yes. 
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••••••• and- and that the present condition or the 
supply or money would not warrant it and this - you're 
not only speaking for - for yourself and the Treasury 
but you ' re also speaking for me . 

Ah-ha . 

I mean you can s ay that •• • • • • 

Well -

• •• •• • and- and if they will- you could refer to t he 
statements that I've made. 

Yes . 

That this is not only contrary to wha t you believe 
but it's contrary to wha t I have s aid •••••• 

Yes • 

• • • •• • • in my s tatement of the 15th and in my statement 
of - s h - of - ah - the statement of the Board on the 

30th. 

Well I don't think I ' m going to ••••••• • • 

Well I don't tell you to • •• ••• • 

I know but I ' ll most likely end up the way I always 
do with - Just say nothing . 

Well as a matter of fact what this - this - tbis United 
Press thing - ah - they said t hey would change it i r 
they could and it doesn ' t have - it doesn ' t nave ver y 

much circulation. 

I still think, though, tha t Elliott Thurston wants to 
damn more careful the impression he gi ves . 

I think be will . 

Yes . 

I don ' t think (laughs) there ' s sqy question about t hat . 

Yes and I know this is not the first time be bas done i t . 
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Well - uh - I 1ve - I 1ve had a real d i scussion on it 
to-day and I told him that ••• ••••• 

O.K. old man- well ... .. . . . 

I - I just wanted to get you straight on this . 

All right, I 1m glad you have. 

All right then. 

Thank you. 

Goodbye . 
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'!he 60't'emaent boJld aarket wae ney quiet todq 
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end etead)' to til'll tor the moet part. Quotat1one roee 

gradllall¥ and at their beet wera anywhere up to 1/Bth 

higher than 8aturd.l,y 1 1 oloee. A el1gbt deol1De ooourred 

.1D the final hour and at. the clo1e the long 'l'reaeuey bond• 

were generall¥ unchanged to 1/32 down relat.1n to Saturdq 

and the reet of the 11et. wae unchanged t.o :5/:52 better. 

Guaranteed bonde were unchanged t.o el1gbt.J.¥ higher. Board 

turnover 1D go't'emaent• aaounted t.o onl¥ $31?,000. 

tr.aeuey note aarket wae dull. 'fhl 111311, 11140 and lii.U 

matur1tiee, with the exception of ~ new 1 l/4e, were 

quoted at the oloee 1/32 to 2/32 better than laet. Sat.urd&J 

and the reet ot the 11et wae unoh~ed. 

Dcae et.1o bond• were vel')' dull all 4a:! and apart troa 

1ndioat.ione ot eaeine•• 1D the forenoon in eecond grade 

bonde, prioe• held eteadJ at Saturda¥1 • oloeins leTele. 

Forlisn• were quiet. and generall¥ unoban6ed. lloet 

Pol11h i .. u .. ebowed traot1onal pine while Japane .. a.ad 

Italian bond• were aued. 

lfo purobaeee tor 'l'reaiUl')' toda:!. 
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FOR T~ASURY. 

GRAY 

Pe.ris 

De.ted April l 2, 1937 

Rec 1d 3:10 p . m. 
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The trend ~as against tho franc in a dull market with 

a small turnover . The pound is quoted at 103. 70 and the 

dollar at 22. 39 . 

The security mark• t was :-er vous and unsettled and 

rentes lost from 4 centimes to 1 . 10 francs . 

AGF.l\CE EC01701llQ.UE of today' s date carr ies a telegr am 

from its t•ew York office to the effect that the impression 

prevailed_ in well- informed circles in Washington that the 

Govornr.tent contempl.ated the discontinuance of 1 ts policy of 

"s~er1lizing" incoming foreign (!Old but that at the same tL"ll~ 

other measures of a nature to halt a new expansion of the 

r eserves of member banks by gold imports were envisaged. 

The telegram continued that one al ternative which is 

being favorab l y considered is the reestablishment of a free 

gold marltet in the United Jrfcf'\!Wat the hope is ent ertained· 

that under such circumstances there will be such a demand 

on the part of the public that the Government wi l l be re­

leased from the ~barrassing necessity to pay for substan­

tial imports of &old . The message predicts, however, 

l n 
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LMS 2-From Paris, Dated April 12, reo'd ~:10 p . m. 

in this respect that the public bas probably not forgotten 

the nationalization measures of 19~~ and may not be eager 

t o enter the market . 

In a telegram to this paper under today 's date Parker 

Wlllia refers to the President's declarat ion of Friday and 

states that "without questioning the value of these denials 

financial ~uarters 1noted 1 the continuation of the 'day to 

day ' polity of t he Treasury and would not be surprised if 

rumors similar to those of last ~~eek did recur from time to 

time " . • 
\'Iillis added\ that it 1s cl ear that the administration 

"desires to render the rort1gn prees responsibl e for the 

ci rculation of ~A&ie ~ora!. He goes on to say that thie 

e:Xp1anatiou 1.s not cona.a.uercd as surr1.c1.em; cause 1n view-

of the attitude of certain banks regarding new shipments of 

gold to the United States and the fact that the administra­

tion has not officially abandoned its examinati on of ways 

and means likely to stop the inflow of fore i gn capital. He 

concludes that tor this reason even if its is no t thought 

that a decision of a nature to modi fy the 9rice of gold 

will be taken in the near future "the possi b111 ty of such 

an action is far rrcm being considered entirely out of the 

question". 
BULL ITT 

CSB 
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Secretary of State 

Washington. 

210, April 12, 6 p . m. 

GRAY 

London 

Dated April 12, 1937 

Rec •d 3:20 p . m. 

!'OR 'J.'ilZASURY FROM BU'-'PBR'~RTH . 

Deal ers J.n the bullion market continue reluctant 

to underta.l(e l a ril6 1 !l<lnynfljn\pnts and it is probable that 

thio att i tude "ill undergo little c:u,nge until some of 
\1'''1 '• • f. I\ 

the large gold shi pments now en route hnve reached t~~ 
~ ~ .. , •• , ' ' !J .. . ,~ , 

United States. Likeriu \IJ.e s tock nnd conuwdities markets 
~ ..•. , "' "~ ....... .. ,... 

rema •n under the influence of last ~reek's event {I which 

en tailed a good deal of forced liquidation of speculative 

accounts . The only feature of the e~change market was 

that in mid afternoo n the dollar became b id due to a 

ticke r rumor that a free gold mar'cet would be establiahed 

i n the United Stnt oa; this rumor, 1owever, was n~t taken 

ser tc.usly by the 11l1portant dealers . 

BINGHAM 

CSB 

!SO 
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MORGENTHAU SAYS NO CHANGE w ~ STRA 

-T ION FISCAL OR MONETARY POL I CY 

WASHN - SECY MORGENTH AU SAID TODAY -TALK 
. 

-lNG FOR THE ADMINISTRAT ION - I HAVE THAT 

AUTHORITY - THERE HAS BEEN NO SHIFT IN 

EITHER OUR FISCAL OR MONETARY POLICY-

THE SECRETARY MADE THIS STATEMENT IN 

REPLY TO QUESTIONS ABOUT A CHANGE IN THE 

EASY MONEY POLICY LOWERING OF THE GOLD 

PRICE AND OTHER RUMORS OF GOLD POLICY REVI­

SION - THE SECY SAID THAT DURING THE FLURRY OF 

GOLD RUMORS THE PRESIDENT AND HE HAD BEEN 

THE LEAST DI STURBED PEOPLE BECAUSE -WE HAVE 

NOTHING I N MIND ABOUT CH ANGING THE PRICE 

OF GOLD - NOBODY BUT THE PRESIDENT AND I 

KNOWS WHAT WE ARE GO I NG TO DO AND NOBODY 

ELSE CAN TALK ABOUT THE PR ICE OF GOLD-
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SECRETARY aoa;tiTKAU, ASSAILII; •siLLY IUMOas• OF A POSIIILI CIAICE 

IN TKE ADftlNISTIATION'S ;OLD POLICY, DECLAIID TODAY fiAT PIIIIDEIT 

ROOSEVELT AND IE HAD •NOTHII; IN MIND• AI II;AIDS THI ;oLD PIICI. 

V12•-cS431P 

ADD COLD PIICE. 

•tHE Pi.tSIDEKT AID I IItlE THE LEAST ~OUIJ;D Of AIITBODY ABOUT TU 

f'IIICE OF ;oLD, • HE SAID AT JUS PIISS COJQ'IIEII:t, •atcADSt lit INOII 

WHAT WE ' VE BEEI DOIIC. 

•TNt ONLY TVO PEOPLE VHO IAYE AITTIUI; TO lAY IN Till IATTII••TIIE 

PRESIDENT AID I··KAVE BEEN CAU ABOUT THIS BECAUSE VE IIAYI: IIOTIIK II 

ftiND ABOUT c-i~~; TIE PI ICE Of ;oLD. • 

ASKED If THEil II~ BEEN ANT CIWI;t iN THE UftiiUSTIATION 'S lAST 

!tONEY POLICY, IIOI;IITIAV UPLU:D1 

•rALJU~~; roa THE ADIINISTRAno•, I cu saT TIUT TUU HAS KEN 10 

SHIFT IN EITHU OUI fiSCAL 01 IIOIIETAIY POLICl~· • 

vta--cuuP 
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TO 

·-

TREASURY DEPARTMENT 

..... 
AprU 12, 11S7 

Beran Olipbant 

P'or lour Intomtiog 

There caae to llorriaon Sbe.troth hoa Toa Corcoran, 

b7 n:1 ot llr. llorTia 1D tboo Departaent or Justice , a 

requeat tor 1Dtoraat1on conceroi.Dg the iDCOOM tax returns 

ot the Juat1cea ot the Supr- Court. llorriaoo called •• 

l.SS 
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April 12, 1937 

I had lunch with the President today. Kennedy came 
in to r a ise hell about the Budget and everything elee, for 
45 o1nutes . I tried several t!oes to break 1n. The 
?resident said to Joe, "Now, Joe, just go awey and atop 
~orrying . Henry and I have anot her white rabbit to pull 
out of our hats. You will be perfectlY satisfied.• And 

166 

he motioned to me not to say anythi ng and not to tell Kennedy 
what I had 1n mind. But he sa i d , Don't worry: The Joe 
sai d ,"l!r . President, if you have got it, I am going to get 
drunk next L!onday night. • But he didn't want me to tip 
~v hand. 

Jimoie Roosevelt was t here and asked me and I said , 
•Your father asked me not to tip my hand. You can get it 
troc him. • 

I sa id to t he President that Hopkins is the onlY r e­
lief agency that has cut down expenditures . Every other 
one has gone ahead, and why should we continue to take it 
out of the h ide or the unemployment when Agriculture and 
all other agencies are going f ull blast, and let' s take it 
out of the hide of those bo . .)6. Hopkins has actually out 
down. Why should these other boys continue to go full 
blaot , spending more money, when Hopkins has cut down? 
I think he has out down as far as be can and I think we ought 
to save $500,000,000 out of the ot her aaencies and I say , 
start ~ith Agricultur e. 
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APJ'U 11, lllf 

111 4MI' llr'. Prol1~\t 

O...,U'U. wt.\ll ""' ~"• I • Je\\U. 
u.a t.U nuoe\lou •'•Ia I .au \1 7W \ecJal' 
a\ liiUil aa r••'" t.o 71N1' Rellet ••eac•. t2Mir 
are \llo follo'lfuat 

1. Ia ropPil \1 ~41\urle tor \llo balaDoe 
of \!ale fleal 7..,, I MUHO 1\ wolll4 1M ulptlll 
1f ,._ wolll4 au pUUo \ale lo\\11' wbllh 701& ••t. 
\1 u. laN4a of l:ni\R1Yo Dl~t.e, et.o. , OD 

~1 '· 
8. ftla\ 7111 ralee \lle qlllt\I.OD lA 701&1" Met­

teet or 7WJt acrlCNl'U:!.~ parUCNW'17 \Ill 
"-aof1\ pep.\e for • tob OouUOYat.lOD. 
I Mllft'e a\ \lale \1111 701& 101&14 well OODtlcler 11&1-
Stt\111& \!Ia\ ..,.1olllt.\ll'&l1Maet1\ pq~ND\s bes'•'na 
au\ Pall 1M ov\alle4. Alto \llt poee1l»U1~ et 
reeeia4111& \Ill 1M *lela allooa\oe \1 \lle Dep&I'\IIM\ 
of A&I'1CM&1t.llr"l ~ pero.\ of Clll'- z-.ool,pt.e. 

a. Ia l"ePP"'l \1 lNf-ltM, I 11$1&11\ ou 
'11UOD dollara tor .. uot M4 Rseo\\1-t. t.o l.ae\ 
a\ leae\ •Ul F•llc t"7 l, ltM. 

' · ftla\1 '•11•'• Jlll7 1, ealh _ ... , X per­
OlD\ of all t\a48 ot.awr \baa 1\ellef 1M 'apo 'e4• 
\Ill PII'IID\aae \0 Ul)tDil IIPOD \ho .... , ll ... ll?al7 
\0 Mko 1\ poee1blo \o tlal.NMo \he IJI&d&e\ aolu1n 
of Dol»\ 1\e\ll'oatD\. 

15. ftlat. 7ft 1U\I'u\ \lao ,..._.lll'7 DO~\ 
\1 .Uo \U ..... ..,., IW4111 M \hat.- woul4 'lie 
PftPU"e4 \o ,...,., t.o \lao proper 1 1\t.ooo, •n 
•o• rt.,, ...... ,u.a t.o elft"otn &aoq.U\loe aa t.U 
preo•\ ,.4 al \u .,.'- tD4 alH \0 1M prepu'M 
\0 ru rn' a611.1\1oaal r1111 •• U' .... ,..,., \1 
tlahMe \lao 1114&•'· ~oawre, \laa\ 7ft a4Y1eo 
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11J 4Mr llr. ProelU.\1 

Qollp}71JI& wl\.11 .,._. req~oet., I u Jo\\lJI& 
4._ ~• •~~~&••Uoao wh1oJl 1 -.ct.e t.o ,.. '"-' 
a\ luau 1a reprd t.o 7fiVZ' l'lellot ••n&•. !!aq 
are ~• toUowl .. l 

1. la l'epr4 t.o apOD41\\II'ee tor ~· balMoo 
ot ~· tleoal .l'MI'o I 'bollno 1t. wlll4 'be ulptl&l 
1t 70• wlll4 alto p'lltlle \be lot.\el' wblu 7011 ••t. 
t.o t.u lloa4.1 of EXH11\l'fo I>opal"'-oolt.e, ot.o., oa 
Apl'll '· 

a. !'U\ 7011 ru .. ~ q~aoeUOA 111 70111' ••­
•ac• ot 70111.1' acrlolllt.lll'al pi'OCI'aa pe.l'\1cn&lu'17 ~· 
'DODotl\ ,.,.. .. .._ tor eo-oal.le4 aoh OoaeN"faUoa. 
I 'bollno at. ~11 \lao 7011 eolll4 nU ooae14or •11&­
sut.f.JI& ~' acrlo1llt.unl 'boaotu ~'' be&'•'"• 
aea\ Pall 'be .ur\&11e4. Aleo \ho poeol'Dlll~ ot 
neola41a& ~• law wlllell al.l-\01 \o ~· I>opal"'-ool\ 
of A&rlolllt.\ll'e ~ poi'OID\ ot Out.oM rooo!pt.e. 

ll. la .......-.t t.o 18a'P-1t~, I 8111&01\ oao 
'DUUoa dollar• tor .. uot M4 Meet.U•oat. t.o lao\ 
at. loaot. ~a\11 r • ......, 1, 18:18. 

4. !hat., be&llllllll& JlalJ ll Moll _\h, X POl'· 
o•t. ot aU•.tuacle o~• \laaa Rol of 'be illpo_.o4, 
t.U panoat.aao t.o 4epoa4 liiPGD ~· •out. DHOII&J7 
t.o alto 1\ polll'Dlo t.o 'Dalalleo ~· Jladao\ eaeluln 
at Debt. Rot.lft .. at.. 

e. !hat. 7011 lUV.O\ ~· troa•lll7 l>epU"\\IMt. 
t.o alto t.1ae llHOIIIU'7 1W1ee • ~t. we onl.4 'be 
pl"epan4 t.o pi'OIU\ t.o \llo pl'epel' ~\t.Mo, Md 
•• .........,, o...aoeUoao \o oorroot. ,.._.uall\101 1a \lie 
preout. hdeNl \a& 171\M M4 aloo \o 'be prepllrM 
t.o 1'111 1111' a6111\1oaal .. ., ... , 1t ... ,,11&1'7 \o 
'DeJean \lie Jladaot.. ~ • .._,.., \bet. 7ft 114'flee 
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II)' dear llr. Pr oa141R\I 

(Jo-.p}TlJIS wl\la 70V HqiiOI\, I aa Jo\\lal 
40111l \llo •IIIA••Uoae aloh I Modo \0 1011 MU,r 
a\ luaoll 1a l'epoJ'd \0 70111' ftlllor ••eaao. !hq 
aro \llo followl .. , 

1. Ill recarct \0 apiR41\uroe for \llo 'bal&Doe 
of W• t1eoal 7ear, I bello.,. n wolll4 be u lptlll 
U' 7011 wolll4 Mlto puUo \lao loUor wh lo.ll 7 011 ••' 
\o \lao laoa4o of J:Koo11\1Yo Dopar\aell\1, o\o. , oa 
April?. 

a. !'ha\ 7011 ralll \ho q~a~e\loll 1D 7our Mil­
.... ot 7fN'I' ._rlo1&l\vral P"tJ'U par\1o1&lar}T \ho 
boaotl\ p&JaOn\o tor eo-oallo4 toll OODiorTa\lOD, 
I bellno a\ \llll Uae 7011 oolll4 well oonl14or •ua-
811\I.Jia \!Ia\ -.r1o111\vral boaotl\ p&¥11111\1 bo&liiDlD& 
Ilea\ Pall be 011r\&1lo4. .A.llo \ho poll1b111t.,r of 
roeola4111& \ho law wb1ola allooa\oe \ o \ho Dop&rteoll\ 
of A&r1o11l.\uro :SO poroea\ ot 0111\ou rooolp\1 . 

~. 111 I'OPI'd \0 111~-11138, x •uu••' ODo 
blll loa 4ollare tor .. 1111 AA4 Roto\\loaon\ \o lat\ 
a\ loao\ ~\11 PobraarJ 1, 11138. 

4. t'tla\• l1·1 t•aU.. .Til}T lf Moll ._\ll, X Plr· 
OIR\ ot all t'llla41 o\hor \bAA ftll llf be lllpo.,.ecl, 
\he PIHIIl\a&e \o 4op0114 wpoa \ho .. ._, aHIIIAI7 
\o u.Jto U poee1blo \o llal.aiMo \ho Bla4co\ aolu1n 
of Dob\ Re\tro.o11\ . 

a. !'ha\ 70\\ lu\rllo\ \ho 'l'real111"7 Dop&J"\Iloa\ 
\o aMI \U llOOOIIU')' 1\\\4101 10 \!Ia\ WI wolll4 be 
proparod \o proeea\ \o t.llo proper -1\\MI, •n 
JoYoa'bor, 1-.&01\loae \0 oorroo\ laoquall\111 1a t.llo 
pro1011\ PlUral \aa qe\oa aa4 aloo \o be proparod 
\o r10cr••M &441\haal roYoa•o• U &HIIIU7 \o 
llal&lloo \lao Bu4ao\. hr\hoi'IIOro, \U\ 7011 a4Yleo 
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l!'OR THE FR.ESS April 13, 1937 

The President has addressed the following letter to 
the Heads of Executive Depart nents, Independent Betablisbments, 
and other Covsrnmsnt agencies: 

" It is ~ desire t hat the heeds of the 

&xecutive departments and independent establishments 

of the Government will ilDLOSdiet ely cause a survey to 

be made of the expendit ure requirements or their depart-

menta and esteblisbments for tho recainina nonths or t ho 

fiscal year 1937. It is apparent at this tice t hat t ho 

revenues of tho Covernoent for the pres on t fiscal year 

will be t'lll>tsrially less than the amount estimat ed in tlY 

budget tiOS08J5e or last January; and, hence, the deficit 

will be fo.r greater than was cntioipot ed unless there 1a 

en itDOdiate curt nilcent or expenditures. 

"You will caretully examine the stetus or ap-

pro;>riationa for your activities with e, view to mel:ing a 

substant ial saving by eliminating or deferring all ex-

penditures which are not absolutely nocessery at this 

time. You will report t o me tbrouch the Acting Director 

or the a.ul6et not later than l£ay 1, 1937. the steps wbiob 

you are undertakin& t o r educe expen41euras end tho emount 

or t bs estimat ed saving resulting therefrom.• 
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H. LI.Jr: Bello 

Yes. 

1!. 1.1 •• Tr I Key? 

~Htman: Yes. 

H. L!.Jr : Henry . 

P: Yes . 

April 12, 1937. 
5:20 p.m. 

a .W.Jr : I wanted' to thank you for l etting me go down to the 
Jefferson Island Club. 

P: Did you go? 

B. J.I . J r: Oh I bad a gr and time . 

P: Well you didn't have very good weather, did you? 

B. M.Jr : Ob it was beautiful. 

P: Is that so. 

B. U.Jr : It was cold but it was like to-day - only a little 
colder . 

P: Well you were lucky. 

175 

B.U.Jr: And I had the best rest that I bad any place l i ve 
been and )lr . and )Irs. Jones couldn' t have been nicer. 

P: Wel l that's fine - they' re good old peopl e. 

B.LI. J r: They' re lovely people and they treated me beautifully 
and I want to thank you very much. 

P: Itm very glad to - anytime you want to run down there 
let me know. 

H. U.Jr: Well that'• very kind. 
P: Very few people go down there except week-ends . 

Regraded Uclassified



176 
- 2 -

R.U.Jr : Well this was during the middle of the week. 

P: Well that ' s the time to go down Henry because then 
you' ll get a rest . 

H.M.J r : And 1t was just what I needed. 

P: Well that ' s bully. 

B.W.Jr : And thank you very much. 

P: I•m delighted. 

B.Y.Jr : Thank you. Goodbye. 

( 
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s.u.Jr: Hello 

April 12, 1937. 
5: 22 p .m. 

Operator: Senator Robinson is gone but his Secretary is there. 

H.Y.Jr: Let me talk to bim will you. 

o: All right. Go ahead . 

R.M.Jr: 

Robin­
son' s Sec-

Bello 

retary: HelloMr. t.lorgenthau . 

H. !.!.Jr : l'lbo i s this ? 

Brewer speaking . 

R.U.Jr : Oh hello Mr . Brewer. I just wanted to tell the 
Senator this and will you tell it to him fo·r me. 

Brewer : Be gl ad to. 

R .~.Jr: That I was - wanted to congrat ulat e bim on the 
statement he made 1n the Senate about expenditures 
to-day and about saving money. 

B: Ah-ha (laughs) 

H. ti .Jr: And I only wanted to wish him more power. 

B: More power to him. 

H.U.Jr: More power to him and it was most helpfUl to us . 

B: Wost helpful to you. I •ll take - give that to him 
ver bat i m Mr . Uorgenthau. 

177 

H.U.J r: Well I - it' s the most const ruct ive statement that's 
been made 1n the Senate that affects the Treasury since 
I've been here . 

B: Well that ' s lovely of you to say that and I know it 
will encourage him. 
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That's absolutely true - the most constructive stat .. ent 
that ' s been made since Itve been in Washington that 
affects the Treasury. 

B: Thank you so much. 

R. JA.Jr : AJ.l right sir. Thank you. 
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GROUP lf.EETING April 13, 1937 
9:45 A,)( , 

Present: 

n. w.Jr: 

MeR: 

H. W. Jr: 

MeR: 

H.M.Jr: 

llcR: 

a:w .Jr: 

!lo:R: 

H.M.Jr: 

~cR: 

H. t.I,Jr: 

YcR: 

)(rs Klotz 
l.lr. !lcReynolds 
lolr. Oliphant 
lolr . Taylor 
Mr . Gaston 
l.lr . Haas 
Mr. Lochhead 

Let 1 s make this snappy, huh? 

Nothing. 

llac? 

Did you get the thing from Mayor LaGuardia I sent 
you'l 

(Nods yes) 

He says be's cleared it with the President and , 
Peoples. I can see wha t he wants to do . What he 
wants to do is to make .it possible for any state 
or city that wishes to to use the Procurement 
Division as a purchasing agent. 

What about the Sand and Gravel Board? 

He said that's Just it. It' s a swell idea. 

Of course, tbe way be bad that thing worded, the 
state people could come in on contracts that Pro­
curement bas already made. Now, of course, we can't 
modify contracts . 

He ' s got an idea. 

The idea can be worked out. I gave it to Rester 
yesterday to redraft it. 

I said, "How you going to raise your political 
contribution this year?" He said, "We're not,n 

All right, what else you got? Did you get Ihlder 
started? 

Yes 
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B.Y.Jr: Li ke him? 

MeR: Nice boy . 

H.M.Jr: How much does he get? 

MeR: Sixty- f ive. 

H.U.Jr : Take him on at half. 

~cR: We can't take him on a t half. We have to pay him one 
day and they pay him the next day . 

H. lii .Jr: Just like a lawyer - "We pay him one day and you pay . 
him the next day ." 

MeR: Well, there ' s a statute on it. 

H.U.Jr: I didn' t mean to insult you, Herman. You can' t pay 
half; Just alternate days - that ' s all . 

Mrs Klotz: You know, he {MeR) s tudied l aw. 

H.M.Jr: Is that what ' s the matter with him? 

Oliphant : He's found a Roberts distinction that takes care of 
it . 

H.M.Jr: All right, we don' t pay him half. 

llcR: He's taken care of . 

H. ll.Jr: All right, what else? When he gets along a l i ttle 
way, as soon as he ' s got something, let me know, 
will you? 

I had a nice talk with the Mayor and I said , "Well , 
Ihlder's got someth.ing and I 'm going to send it up 
to you." The Mayor sai d he 1d call a group together 
and let Ihlder submit t o the group what he ' s got, 
see if it will fit the requirements of New York. 
I may send him to a couple other places . 

And incidentally, the Secretary of the Mayors 1 

Conference is very enthusiastic about this Ihlder . 

This happened since you (llrs Klotz) have been away . 
! went out and looked at this slum clearance work of 
tb.is man on half- time - going to pay him alternate 
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days. 

All right, llac? 

Am I correct - I didn't want to tell Wallace that 
these boys sold this land before Resettlement 
purchasing came into the Treasury . 

The land tha t they sold before they came into 
Treasury was the land they sold to the boys in 
Procurement. But they kept on after they moved 
over into Procurement - they kept on selling it 
to everybody they could. They ' re out - those 
fellows. They're out. 

All right. Otherwise you ' re all right? All right. 

I had a very unpleasant conference this morning. 
One of the clerks down in the Treasurer ' s office 
that we caught with a little money on her that she 
hadn ' t turned in, i s the wife of a police captain 
here, a nd the police captain was in to see me this 
morning - felt ver y badly. 

What did he do, threaten to arrest you? 

No, no, but be felt very badly. I told him we bad 
to go on record, a s much as we didn't like to. 
Police captain's wife . 

Keeping some of the money? 

Yes 

Are they doing anything on this switching busi ness? 

Did a million last night after the bills were 
apportioned. They sold out a million of the bills 
and bought a million of the 2-7/S•s . 

For us? 
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Yes, against that Postal Savings loan. See, they 
held up, they were afraid if they dumped ten million 
dollars worth of bi lls on the market last night • ••• 

And did a million? 

And they did a million late in the afternoon. 
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Tell me, what was the net figure on the bills? Who 
knows? 

0.66 

What? 

'Nell, that was the New York; I haven ' t got the general 
figure. 

No, New York was 0 .68 and tha t was 0.66, 0 .67. 

Little higher than last night. 

It was 0 .62 the week before, wasn't it? 

Yes 

I have nothing important. Sachs gave me a talk. 

Who? 

Alexander Sachs . About the inflation of prices and 
interest rates . You might be interested in listening 
to it - I mean tell it to you sometime. 

Want to walk down with me tomorrow morning? 

Fine . 

Can you get up, or do you want to be woke up? 

I'll do the best I can . 

All right . 

I thought be was very good yesterday. He arrived at 
a peculiar figure for long-term inter est r ates, which 
is 2t%, and he. builds it back in a very interes ting 
fashion . 

Now, I walked down with Henry Wallace and I told bia 
that I was serving notice on him that I was going to 
challenge the whole agricultural program, and be ' a 
tremendously worried. He ' s put his boys to work on 
the thing and be gave me the figures this aorDing, and 
they ' re even worse than I thought. Now, in ' )6 bia 
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actual expendi tures - he spent a billi on one; in 
1 37 he figures on spending practically a billi on 
three, 138 a billion one, and i n ' 39 a billi on one . 
In other words , he ' s getting over one-seventh of 
the entire money, and no one •••• ~ He said, •You 
don ' t understand . " I said, •Henry, I understand 
more than you think." "Well , look what the farm 
organizati on does." I sai d, "I know, that ' s your 
worry . " 

And so he 1 s called all his boys together and he ' s 
putting them on it, and when he gets ready I told 
him that Taylor, Haas, Bell and I would meet with 
llis crotrd . But I said, "When everybody' s ~lked 
about the unemployment and all that and they've 
put the beat on Harry end he ' s come through - end 
you just got away with murder." "Well , you don't 
understand." I s ai d , "Henry, I understand more 
than you think." One-seventh - one dollar out of 
every seven is going t o agriculture out of the 
Federal expenditures. 

Should have been cut i n two a year ago. 

Crazy ! lluch harder to cut now. 

They 'll probably line up and drive somewhat l i ke this: 
Put in something which is comparable to the processing 
tax. Then they ' ll say, •We ' re self-supporting." 
That'll be their story . But t hey aren't self-supporting. 

Let t hem bring this tariff thing out in the open. Let 
me get Hull on this thing . I 1m going to smoke this 
thing out. This costs too much money. This t hing is 
very - I never saw Henry so interested, so worried . 
I wish you'd see the look on his face. This boy has 
Just gotten away with murder . I'm going to smoke it 
out . 

I knew wha t you were t alking about, but you· didn't see 
me across the street. 

Did you see me? 

I saw you. And Wallace had his bead down. 

We stood by tha t picket fence f or ten minutes, and he 
was shaking his finger at me . I said, "Henry, we're 
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jus t going to go to the bottoM of this thing, when 
you boys ere ready.• •You going to do this publicly?• 
I said, •No . • 

And also, in the room, this is - you know this town. 
As long as the group is so SMall, I'll take a couple 
minutes to gossip, because you ' ll en joy it. We called 
a Meeting a t our house a couple Thursdays ago and 
George prepared a memorandum on what I call •Selective 
Spending,• and you know, we had these various people 
in - Miss Perkins and Hopkins and Eccles, and differ­
ent people, and their econoMists . They spent three 
hours. Got a lot of stuff froM Lubin. It was a good 
paper. 

Was it that afternoon that Harry had to see me - the 
afternoon of that meeting? 

Yes 

The afternoon of that meeting Barry just had to see 
me, ride home with me. He had just gotten this idea 
of a n Executive Council, General Staff, and he had a 
letter in his - under his arm to v1rite the President, 
and he wa s going to suggest Me a s Chairman of this 
group. So I said, well, I had all I wanted, I didn ' t 
want to be Chairman. 

Then I said, •Well, what are we doing .tonight?• •Oh, 
is that what we ' re .doing tonight? I didn ' t know what 
the purpose of that was .• I had written a letter, 
practically the same thing, out to tbe President. 
He sa id, •Send it tf you wont , but we 1 ve got you down 
as Chairman.• I said, •I don ' t want to be Chairman. • 

Well then, I heard this gossip - this all ties in to 
some of the stuff you (Taylor) heard - very interesting 
and very significant, but kind of a Mess. Bullitt was 
her e with an i dea for a General Staff on taxes and 
spending, to be tied in with soMe of the things the 
Treasury was doing . And now, whether he got it fra. 
Feis or whether Feis got it from him, I don ' t know, 
but Feis got it and he ' s going to have a group, and 
that ' s what Bullitt - one of the things he was talking 
with the President. 

Well then, Feis and Wallace and Hopkins got together, 
see , and the meeting was to have taken place this 
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afternoon. In the meantime, Mr . Merriam comes 
along, of the National Resources, and he springs 
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a meeting . And the President called people together 
and nobody knows what it is. But his thing turns 
out now that it is a long distance planning, see, 
and t ha t group is going to go ahead and work up 
t oward a big meeting, the th.ing to be production 
and consumption - that ' s what .i t all boils down to. 

Now, Wallace walks down with me this morn.ing and 
he saw Feis yesterday , and they 1ve had another talk 
about this Council - Agriculture, Treasury , Commerce, 
Eccles, Hopkins, and Feis of the State Department; 
they think Mr. Hull would come . And who do you sup­
pose is to be Cha.irman of this group? Hopkins. And 
Executive Secretary, Corrington Gill. 

(Hearty laughter) 

Which all goes back t o the thing - just as soon e s 
that crowd hears that anything new is on, they go 
and put their own boys on it. Isn1 t it amusing? 

So I t old Wallace - I said, 11 Now listen, Henry , have 
you ever seen a good economic paper come out of 
Hopkins' shop?" 11No, 11 he said, 11 I haven't seen any." 
I said, •Well now, any group which has to rely on 
their staff work, what can they do?" He said, •well, 
look at Gill . " I said, •Well, he ' s the best slide-rule 
fudger in town. • I said, "He can take a slide-rule 
and mike it talk . " 

Thatl s the best I 've heard in a long time . 

Well, I didn ' t also sey - wanted to tell him that one 
who could equal him was Ezekiel, but I didn't say that. 
Bill Myers said Ezekiel was the only man he knew that 
could give him what he wanted from a slide-rule. 

I d 1dn' t know that Corry got up to Ezekiel ' s level. 

That's pretty high praise, isn't it? 

That shows just how these people plot and scheme and 
go on. So then they've all boiled down t hat they were 
going to go ahead and I said, •oon1 t have a Chairman. 
Just rotate, go to different persons' offices or house . 
Just go around and have a meeting at your office once, 
and then Miss Perk.ins, Mr . Roper , at my office . Just 
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rotate. But have an Executive Secretar y . " "All right, 
we 1 l l make Feis Executive Secr etary. " I said, •It's 
all right with me, but don ' t make Corrington Gill, 
and don ' t make Hopkins Chairman. " I don't see really 
where Hopkins fits 1n anyway, but I said, •Have b14 
there." 

Then what I can't understand is that when we want to 
get Wallace together - to come back - the last thing he 
said is that when be's going to explai.n his program be 
wants Hopkins present, and that just doesn't make sense • 

. But it ' s interesting . I want ed to tell it to you, be­
cause you people pick up things around town, and you get 
a little bit of this. And I'm rather kind of pleased 
with myself because I've still managed to say, including 
Kr. Gaston' s personal friend, Elliot Thurston • • •••• 

!.ly protege. 

\'lha't is this to be, a circulating Cabinet? Is that it? 

I said, "Anyway, before you ... .. • No, they'll call it 
a •Super Cabinet• - that ' s what the press would call 
it - Hopkins a s Chairman. I said, "Before you do 
anything, my s uggestion i s you better check with the 
President . " 

Reminds me very much of 1933. Remember that? 

Well, I wasn't in on tha t. We were tending strictly 
to our own knitting. 

If t hey make it formal and have an Executive Secretary 
that's going to call it, it can ' t be any good. 

I told them, "Make it informal. Take t his problem 
we ' ve got. Why don ' t you gi ve us a paper on it . 1'/e 
want to know and we want you to Justify your program. 
I think it' s the most wasteful, extravagant thing 1n 

town. I •d like you to Justify it." 

Hasn' t the t ime arrived when you can kill off the 
National Emergency Council and all their state 
officers? Perfectly useless . 

It only costs a couple million and right now it might 
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get the President a couple votes. I mean the price 
they're paying f or votes - why, that ' s cheap. 

Mrs Kl~tz: That 's being frank. 

Oliphant: I move that we always meet at 9:45· 

Taylor : Compar ed to a billion three. 

H .~.Jr: Oh, compared to a lot of things . So that ' s that. 
That's the way it goes. If you fellows hear any­
thing ~ I thought you might like to know. But I 
still thought you mi ght also know that your boss 
s till - that they hadn't Jumped him. But this 
Hopkins-Gill crowd - they ' re not quite as smart as 
they think they a re . 

Yrs Klotz : You're pretty frank, though. 

H.U.Jr: Well , let' s clear your (Magill) letters, as long as 
you are here. This side of the room is interested. 
No, Haas is interested too. Mac, you stay . 

Oliphant: Is Graves about ready on that s tuff, Mac - his Igoe 
stuff? 

MeR: He had it done last night, but he said he wanted your 
man and the Alcohol Tax man and Irey to go over it 
with him this morning criti cally . He •s sitting down 
this morning With t hem with the i dea of havi ng them 
punch holes in his material . 

Oliphant: Something strange happened Friday. Joe Keenan's 
office called me up. I talked to his secretary 
per sonally . Asked me if I got the fourth lett er . · 

H.M.Jr: What letter? 

Oliphant: The fourth letter from him - Igoe. Three came over 
in a bunch. I said, •No." •Well," he says , "Keenan 
asked me to call you up to be sure that you got it. 
I 've already sent it over ." It ' s never come yet. 
I said, •Did you address it to me?" 

H.IL. Jr: Well look,..... ·(To Kieley) No, bring b1m in. 
Mrs. Klotz will bold four o ' clock for that if you 
want it. Let her know, will you? She ' ll bold four 
o'clock. 
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MeR: Well, bis boys will be r eady by then, Tbey will 
bave made all tbe r e'liew. 

a.M.Jr: Send word to Keenan tbat they ' re going to bold 
four o'clock. 
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April 12, 1931 • 

lfr9 
:;I 

. u )'0\U' reque at, the 'llllderai(SIIed t:J'OU;> o! actuaries conferred 
on J.pr1l 8, 1937, to dheuu the e4aquacy o! t ile tax ratu conta1Qed 
in the propoaed railroad retirement lec1alation. Durlnc the couraa 
of the contareDCa there • •• placed before t he e,roup a letter dated 
April 7, 1937, &ddreaeed to you and aiened Jointly by George u. HArriaon , 
cb&irtll&ll of the lla1lw~ Labor :::UeutlYea J.uociaU on, and J. J , Pelle y, 
preaident o f the J.aaoctation o f Amori~ Rai l roada. ~· letter r e­
quested that the actuarial eroup conaiclar t hre e ttpec1fic quariea re-
1&\1114: to t he coat ealcul>ltlona Mde by t he Railroad Retireaent Board. 

We baY& UDdertaken to co...,ly wi t-h the requaat -.de by Ueura. Palle;r 
...W Rarrieon, aDd b&•• aueed upon annara t o the three qu.riea 48 fol­
lowa: 

1. On the • •"-!'tiona u ... d by t h e Rallroad Ra~ir-nt Board 
1n maki~ coat ealcul4tiona , are the !iGUr•• arriYed at 
by t he aetuariea of the Board correct! We 4re porticul&rly 
intereated i n the retire.•ent ace aatNIIIp tlona, widch wh en 
combined produce an &Yeraae retirement o! 67.2 yeara, We 
re~ thoae est~teo aa moat conaer..atiYe. 

We baYe no t attempted to de•elop our own fi gures of coat, but 
haYe renewed the !iguree prepared by t h e P.ailroad Retir&l>ent Board 
and fi(IIU"ea cleriYed therefrom by the '1'reaeur7 o.ctuaries. ':'be conclu­
aione of the '1'reaaur7 actuariea and alao o f t he federal Board of Actu­
ar1ea were baaed entirel.Jr On tieuzea C3lculated by the Railroad Ra · 
U re.,.at Board, without ebant:e in the retirecent at;e a .. uapt1ona, aad 
1 t waa ••.......,_ that the CAlculation a o f the Ra1lr<>ad Ret1raaent Board 
were correct on t.he baaia of t he aa~ptiona atatecl. 

We are 'lm8.Dimoualy o f t h e opi nion that th e retirement ~ &aSWilp­
Uona u oed by the Railroad Retirement Board are not conoer..atiYe . 

2, If railroad employee• were affected by 'l'itleo II and VIII 
of the Social Security A.ct , ind1Y1dual railroncl em.>loy eea 
retirine for many yeara in the tuture would rece1Ye old · 
age beneti ta in exceea of the ..alue o! the taxes paid by · 
tbemael ••• aDd their employer a. Uoint: auumpUone co:.l­
parable to tboae employed by the Ra1lroncl Retireaen t llonrd 
in coat calculatlons , wb&t ia t he anraae Yalue of euch 
exceao benefita during ~~• peri od from 1937 to 1970 ex­
p reued aa a percen~ of t h e rn1lroa4 pe.yrollt 
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!be exceaa beneti\a referred to berain ware &at forth in a 
let\er da\ed IIArch 31, 1937, troaa Kr. ~tiaaer to Kr. ~11. ~ 
ca.lcul&t1ona abo• tha\ emplo;reee retired \Uider \he Social S.curlt;r 
Act in \he early ;reara rill racein banatih worth tar aaora than 
the taxes paid by tbem and b;r their emplo;rers. It a1aa1lar calcula­
tion• had been -.ie 1n rnpect to tbe t&%8a and benat1h of \he 
p ropoaed leg1al&t1on, it ia quite apparent that 8UCh exc .. aea would 
appear for many yeara as they al~a do duri~>«: ibe earl;r ;reara of 
operation of any penaion plan. In fact, theae exeeoaea would be 
f ar ,;J"enter in the caae of t he propoaed railroad. leg1alat1on \han 
under t he Social Security plan, beeauae \he banet1 ta in the earl;y 
years are far t;reater in relation to the tax ratea. lhen the coat 
of Social Securlt:y benen ta to railroad emplo;reee 1a detendned on 
a beala colllp&J'able to the baaia ecrplo:yed b;y the Railroad Retir-nt 
Board in ita coat calculation& for tlle propoaed railroad benefit 
plan, the reaulta indicat e clearly that the exceat ea r eferred to in 
the a ·oove query are not avnilable ae an otf .. t to admitted def1c1te 
1n the propoaad eeala of tax ratea. On the contrary, the reaulta 
indicate that the additional benefits of t he p ropoaed bill onr IUid 
above t he Socia l Secu.rit;; benefits could not be !)roYided by the 
additional taxea over and above the Social Securit;y taxea. 

190 

3. Given t he aae~ntiona of the Retirement Board, and aaauming 
the avnilabil1 t y of t he exeeaaea referred to in the preced­
i nG que s tion, would the actuariee &dviae proceeding on the 
bnaia of the proposed a;:;reement, with the understandinG \bat 
both t he labor organ1 zationa and carrier a will agree to ad­
juatcenta if and when actual experience ehowa auch to be 
necessaeyt 

We are unanimouoly of tbe op inion t hat t he vx:opoaed acale of 
t ax r ates is inadequate. We therefore advise O.Gftinat proceedinG on 
the bae1t of the p ropoaed a;:;reement. 

The l!onorab le, 

-...ehint:ton, D. C. 
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April 12, 193?. 

Dear Llr . Seeret&r7: 
.. 

At your request, t he llllderei~d IIJ'OUJ) of aehart .. conferred 
on April 8, 193?, to cUsc:uu the adequec)" of the tax rate a contaiJI.cl 
in tb.e propos ed railroad reur-nt lechletlo11. DariA;; the courH 
of the conference U.ere was plaead befor e the ..,.oup a letter dated 
Apri l ? , 1937, a44reaaad to )"OU and a i('.Jloed jo1ntl7 b7 George lol. !Iarrison. 
cbalr:lBil of tha lla1lwa7 Labor ::X.c:ut1na Auociat1on, tUid J. J. Pelley, 
preoident of the Anociation of .t.:aeriea.~ Ra1lroada. ::'hie letter re ­
queotecl. t hat t he aetuurtal t;roup consider three specific quAOriea re­
lat1n~ to the coat ealeul~tione made b~ the Railroad Retireaent Board. 

We ban Wl4ertaken t o comply wi t4 the requaat ooada by Ueure. Pelley 
and Harrison, and baTe ~eecl. UpOn an .. era to the three queries aa fol­
lo• a: 

1. Oil the aa8\Dp t1ona uaed b7 the llailroad J!at;.1reaent Board 
in ald.Q(: coet calculat ions, are the f161U"•• arrhed at 
b7 t he actuaries of the Board correct! We are particularly 
inhraeted in the retir-ent ace aatnllllptiona, whlch whe n 
combined produce an aTer~e retirement of 67.2 7eara. We 
recard ti1ooe estimates ae moat eonaerTative . • •• 

We have no t attempted to deTelop our own !1gure5 of coat, but 
han renewed the figuree prepared by t he llll1lroad Retire:aat Board 
&nd !igurea derived therefrom b~ the Treaaur)' actuaries. ~o conelu­
ai<>na o! the '!'rea....-.r act'-l&riea and also o! t he Federal Board o! Actu­
aries were baaed e11t1raJ..v 011 figures C4olc:ulated by the llll1lrond Ra ­
tlr•=-nt Board, without change il1 the retirecent age aa.uaptio11a, and 
1 t waa aaWIMd that the Cl\lc:ulationa o! the Railroad Retir .. ent Board 
were correct 011 the baaia of t he aaawAption o otated. 

We are unanimously o! the opinion that t he retir ement ace aosump­
tiono uaod b7 the Railroad Retirement Board nre not conservative. 

2. It railroad el4J>loyeee were affected by Ti tlea II and VIII 
ot t h e Social Security Act, individual rnilroo.d. em.>lo;reee 
reUrinc !or .-ey yaare in the tuture would receive old · 
age banetlh in exceaa o! U.e value or t he taxea paid by · 
tbemeelvu and t heir ..,ployere. Ual<~G asa=pti~na co:.l­
parable to thoee eapl<r.red by t he Railroad Retireaent Board 
1n coet calculations, what 1a the aura,.e Talue o! wcl\ 
exceao benefi ta durb~ t.'>e period !rom 1937 to 1970 ex­
prel8ed &I & percentage O! the railroad payrollf 
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!he eJ<Ceee benefih retaned to ben lD nn Mt forth in a 
letter dated llarch 31, 1931, tro.a llr. I.at1Der to llr. 11ac111. !he 
calcula Uona abo• that U1J>l 078U retired Wider the Social Sec:ur1t7 
Act in the early 78are will receift be.,.fUa worth far 110re than 
the taxu paid by th ... and b7 their emplo7er e . It a1alllar ealcu.la­
tiona ba4 been .-de i n reepect to t he taxee and benetlh of the 
propoeed leg lelaUon, 1t 1e quite apparent that ew::h eJ<Cen .. would 
appear for ma;v )'&are ae the)' ald¥• 4o duri~ the ear l)- 1ear• of 
operation of any penaion plan. Ill fact, theae exeeaaea would be 
far .;reater in the ca .. of the propoeed railroad. l e;;talaU on Ulan 
under the Social Security plan, b ecau.ae the benefi h in the early 
yeara are far geater in relation to the tax ratea, 'mlen the coat 
of Social Security benefit a to railroad -x>lo;reea ia detenained on 
a baale COIII;pe.J'able to the beet a employed b;y t he lla1lroad ~ur-nt 
Board in i ta coat celculat1ona for tbe propoaed railroad benefit 
p lan, the reaulta i ndi cate clearly that the exceaoee r e ferred to in 
the a bove query are not available ee an offaet to adoitted deficit• 
in the propo aed acale of tax ratea. On the contrary, the rewlh 
indicate tl>nt the additional benefit a of the propoaed bill Oftr and 
a ·oon the Social Securi\;; benefits could not be prorlded b)" t he 
additional taxee over Nld above the Social Security taxea. 

3. Given the aa•ump t1ona of the Retirement Board, and aeeumtnc 
the availability of the exce •••• referred to in the preced­
ing question, would the ectuariea adviae proceedinc on the 
bnaia of the nropooed acre ement, w1 th the underatandioc tb&t 
both the labor orpnio.atione and carri ere will acre• to ad­
Juatcenta if nn4 wh en actual experience ahowa euch to be 
neceaaartf 

'lc are unantmouel;y of the opinion that the propoaed eeale of 
tax ratea i e inadequate, 'le therefore ndviee ~inat proceedinc on 
the baaic of the propo"d ....,re ement. 
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MEETI NG RE SHORTAGE BELOW EXPECTATIONS IN 
INCOME TAX RETURNS 

April 13, 19.37 
10:15 A. M. 

Present: 

Magill: 

Mrs Klotz 
.llr . !lagill 
Wr, Haas 
Mr. Taylor 
llr . lolcReynolds 
J.lr. Gaston 
Mr. Oliphant 
Mr. Helvering 
Mr . Reed (Int. Revenue) 

Well , tbe background on this i s this. We made this 
check of some of t he larger returns right after March 
15 in order to see if we could wby i t was that the 
revenue, particularly from individual t ax r eturns , had 
not gone up as antici pated ; and among other things a 
cneck was made of t he individual returns of 193 largest 
taxpayers , I guess it is, i n t he siX big Eastern dis­
trict s - three in New York, then Newark, Philadelphia, 
and Bost on. 

Well, in going over those fig ures yesterday, I found in 
a surprisingly large number of ins tances thvt the 
divi dends reported in 19.36 are less t han t hose reported 
in 1935, and in some cases very much l ess . For in­
stance, tbe most striking case i s that of Mr . Hartford, 
of tbe A & P, who repor ted three million f our of divi­
dends in 1935 and three hundred now in 19.36 . Then the 
rlockefeller children all bad an income in 1 35 of very 
much t he same a.mount of dividends, about four hundred 
fifty thousand, and in 1936 they e ach of t hem reduced 
i t down to a - well, one was ten thousand and the high­
est was one hundred fifty-seven thousand; in other 
words, t hey cut it anywher e from to one tenth to a half , 
or something of the kind . So that it is evident t hat 
t here i s something tunny going on, and just what i t is 
is hard to tell. 

\Yell, i t occurred t o me yesterday t hat it might be t ha t 
a smart thing to do would be to send t hem out a letter 
signed by t he Commissioner along these lines - and then 
I'll tell you why I think - what I'm trying to get at . 
"Dear Sir: Beginning the examinati on of your income 
tax return for 19.36, I note that you have reported 
dividends received i .n t he total amount of $·~~~~ 
Your income tax return for 1935 reported dividends 
received in the t otal amount of t I should 
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appreciate it i f you would forward to t hi s office 
your explanation of the decl i ne in your r eport of 
receipts from this source . Very truly yours, ••.. 
Colll.lllissioner." 

You give them JO days? 

184 

I put JO days 1n here . I don ' t know whether you want 
to put t hat in or whether it would be better to leave 
that out and write them a follow-up letter . 

Helvering: Did you see this whole report? 

llagill : Yes. 

H. li.Jr : Why? 

Helvering : Well , let me explain. Now, take the Rockefeller 
family. You see the net income reported for Augusta 
Rockefeller was i766,000 this year and $490, 000 last 
year. But straight dividends were $571,000 last year 
and $10,000 thi s year . But she received $931,000 
from trust this year. They didn't want t o be in tha t 
trust l ast year, because last year they could report 
the dividends non- payable, and this year they r eport 
them pa,yable. 

Reed: We found that in one or two - one large tax return 
they dropped from eooo,ooo to practically nothing 
this year; when we got the r eturns and compared them, 
we saw tha t last ye~r there was a report of $600, 000 
received from the trust, and this year he reports 
nothing . 

H.M. Jr : Well, how do you explain that ? 

Reed : 

li .W.Jr : 

llngill: 

H. li .Jr: 

I don't just know why the r eduction of the trust 
income. But the r eason - the three hundred that he 
does report he reports as income flat; he doesn ' t 
bother to segregate it as d ividends, because nothing 
is a ccomplished . 

That's what caused it . 

Of course, it ' s that sort of thing that I have in 
mind by this letter . 

Well , l et ' s just do one t hing at a time . Is there 
anything you ' ve heard si nce last night why you 
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shouldn't send that letter? 

Helvering: It s eems to me very foolish to wri t e a letter when 
the r eturn shows on its face that the total net 
income reported i s greater by $276, 000 than it was 
last year . 

Magill : Well, but t he falling in - what do you have , Abbie 
Aldrich? - but her falling off in dividends was 
$560,000 . 

Helvering : Yes, but the total income - total net income includes 
$591,000 from this trust this year. 

Reed: 

!lag ill: 

Helvering: 

:Jngill: 

Helvering: 

H.II.Jr: 

Heivering: 

Oliphant: 

Helvering : 

Magill: 

Reed: 

Where last year she repor ted nothing from the trust -
all dividends. 

Last year she reported $571,000 . Now, if her dividends 
went up as other people ' s did, she should have reported 
three-quarters of a mi lli on. 

Vie think s he reported $971, 000 . 

Why not ask her? 

We think we•ve got a better way and a quicker way. 

All right . 

Now, I ' m taking this 143 or 193, whatever i t is, end 
ma.king - Mr. Reed is taking direct charge of this in 
the Bureau, and we•re sending these out to the agents 
and telli ng them to go themselves and investigate and 
report back to us in ten days. 

Call on the taxpayer? 

Yes, call r ight on them. And if the return i tself 
doesn' t s how that there is a discrepancy • • •. 

What are you taking to the taxpayer, your i nformati on 
returns of d ividends or what? 

No, his 1936 income t ax r eturn. We're sending it to 
the field for the r egular investigation, but ask1ng 
that a tent ative investigation be made immediately , 
or this month, and to hold it there for the r egular 

Regraded Uclassified



Magill; 

Reed: 

Magill: 

Reed : 

Relvering: 

R,M,Jr: 

Relvering: 

H.U.Jr: 

1SS 

- 4 -

investigation at a n early date ; but that he call 
on the taxpayer immediately and report back in 
here in ten days why the discrepancy in dividends. 
Now, if they can report - for instance, that one 
particular case - and show that of the income from 
trusts $970, 000 some odd wa s dividends that was 
reported as dividends last year, t hat would satisfy 
us in that particular ca se. 

Well now, of cours e, what you're going to run into 
then is that the next time you go around and see 
them, two or three months from now, you' re going to 
ge t a good deal of hue and cry about excessive exami­
nation. 

,'/ell, at this time we won' t conduct the regular 
examination. 

I mean the taxpayer doesn't understand that tech­
nical distinction very well . If there ' s a discrep­
a ncy, here he's going to have to run to his lawyer 
to prepare some kind of an explanation for it. Now, 
you come around again to make a complete audit in 
t wo or three months and he says, "l'lha t is this, 
anyway? You going to try t o harass me?• And that 
will get in the papers . 

We didn't feel he would t ake it that way if the 
agent just walked in and said , •There' s this dif­
f erence between ' 35 and 1 36 on t ha t one item. Can 
you explain it?" And i f they explain, "I made a 
gift of a large block of securities t his year . I 
didn't receive those dividends. I gave t he property 
to certain sons a nd daughters or certai.n trusts, " 
a nd say who it wa s given to, wby, that would explain 
it. 

This first investigation is only to ascertain just 
what we ' re asking in this letter. 

I personally think that their way is more effective . 
It would be much quicker . 

I thought it would be much quicker, because this 
letter goes out and ••• • 

I arrived at it a little different way . I was going 
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to ask that in the case of the Hartfords we get hold 
of the return of the A & P and see what they did with 
their dividends . 

Megill : What have you got on that? 

JLM.Jr: See, I wasn 't goill8 to take ••• 

delvering : There ' s a different situati on. A & P made very much 
less money in 136 t han t hey did in ' 35. 

Magill: They just didn 1 t declare it out . 

delvering : I don ' t know what ' s the answer . 

Reed: We ' re going to attempt to gather from our o•rn s tatis­
tics down there just what dividends they paid . If 
that doesn ' t answer the question • • • • 

H.I.I.Jr: Does thatal.so t ake salaries? They had to report 
salaries through Mr . Doughton. I was going t o make 
two suggestions - A & P, and also Singer Sewill8 
Machine, on account of the two parts . I was going 
to suggest you take a look at the A & P and also the 
Sill8er Sewing Machine. 

Helvering : Ros , i f I write tha t letter, won ' t t hey just refer 
that to an attorney? 

Magill: Yes, and that is, a s a ma tter of fact, part of wbat 
I have in mind. It seems to me one of the most 
importa.nt th1!18S "'e can a ccomplish here is to put 
these people on notice that we 1 re making a quick 
audit of these returns. Now, tbat is accomplished 
by your method as well as by the letter . What I ' m 
really worried about is not so much this year as 
next . That ' s what I want to do , is to find out what 
they 've been up to, so that we can get the law changed 
before more money goes down the same r a thole. Now if, 
as you say, it is that the compaey didn't make the 
money and didn't decl are the dividends, all right. 
But you c an see - well, it ' s conceivable they may 
have used trusts , they may have used personal holding 
companies, they may have used various devices. 

B. II,Jr: If you don't want to d·ecide it now, let ' s - but my 
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own curbstone opinion is you'd get more information, 
much more quickly - I think - I mean these boys will 
get us something in ten days . 

Taylor: I think absolutely tha t they'll get it much quicker, 
Ros . 

Magill: Uy only curbstone obJection is the one I •ve indicated, 

H .~.Jr: Well, do you want time to think it over? 

Helvering: Well , of course, I think maybe that Mr . Reed ' s instruc­
tions in connection- he ' s going to handle this thing; 
he ' s going to get this stuff - that is, if this is 
approved, I think his l etter of instructions should 
tel l the agent we want t o f i nd out about t hi s parti­
cular item so as t o prevent t hem thinking this i s the 
thor ough audit. 

~agill: Yes , I think you should do that . 

ii . !J.Jr: Think it over for a couple minutes . Let's settle it 
right now. Talk i t over . Let•s settle it right now. 

MogUl : 

Reed : 

llagill: 

Reed: 

!Jag ill : 

Let me throw another thing into the arena. 
in the case of a lot of thes e fellows that 
not give the detailed report of the source 
dividends. 

That i s usual. 

I notice 
they did 
of their 

I imagine t ha t you're right. At the same time, as 
long a s you demand it on the return, we either ought 
to get it or else take it off the return. 

We can get it, of course, when we go in for investi­
gation, and that could be one thing they go in for 
now. "You did not fill out the schedule . We want 
this information.• Then, if t here is a discrepancy •• • . 
However, I don' t suppose it would be necessary to go 
to t he taxpayers who reported , we 1ll say, four hundred 
thousand in dividends la st year and 600 or 650 this 
year; even though he gave us no schedule, we ought to 
be s a tis fied t ha t there • • • • 

Say that again . 
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Where they report , we ' 11 say , four hundred thousand 
last year and this year 600 or 650, even though they 
don ' t itemize it, I wouldn 't deem i t advisable to 
even make an investigation of that, because his in­
crease there is 55 or 60 percent in dividends . 

I don't know; on this particular matter, in the case 
of these particular people, I would personally be in 
favor of going right down to the ground in the case 
of every one of them. Now, I think you want to avoid 
t his harassing them by repeated examinations. That 
is, I don ' t - I would think it would be bad adm1n1s­
trati on to send a man out now and let him spend a day 
with Mr . Hertford and then let him a cou~le months from 
now spend a couple more days and then i n another 
month send him out again. 

All right, I ' ve got an answer . Let t hem start on 
t h1s th1ng now and go t hrough with it and f1n1sb 1t. 

That woul d delay us some ti.me, Mr. Secr etary , in 
getting the i nformation that you want . 

It ' s all right; pull your men off something else . 
This is particularly lmportant for t he whole f i scal 
policy , so .... 

Let me ask, isn't the obJectlve here to get an answer 
to this question? 

Yes . 

With these 143 we 1ve got llsted a s showing reduced 
dividends, maybe we can find the answer, 

!li ght . 

That will follow up, then, with a check of all t hose 
I am having sent in from the field of a hundred thou­
sand or mor e - t hat we oan apply this answer to those 
in many cases. 

Well , I think that's all right, but if •••• In other 
words, your i dea is this. Supposing we take thes e 193 
and get the informat1on from them a s to the div1dends , 
why the falling off 1n divi dends; end I would say 
also why , 1D cases where there is a s l ight lncrease 
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wby wasn' t the i .ncrease more , along the lines of 
other t axpayers of the country . And then I think, 
at the earliest possible time you can do it without 
disrupting the whole organization, you ought to 
audit very carefully the five thousand reports of 
people with a hundred thousand or more. And inci­
dentally, I think you ought to make a check of 
people who in 1935 reported a hundred thousand dol­
lars in and in •J6 d idn' t. 

Now, for instance, I ' m - my grapevine says that 
Vincent Astor bas gone down to Bermuda or some place 
and piped his income out of the country. As f ar as 
I could see on a check , he wasn' t in this list. How, 
if. • . .• 

Our office in New York feels that t bere •s been a 
great deal of that this year because of our change 
in the Act. They can form f oreign corporations, 
trade on the Europe open ma rket, and pay no t ax . 

I 1 d like to get page and verse on that for a s many 
of these people as we con g et , because I 1ve heard it -
Panama , Bermuda, etc. But let's get actual c ases . 
bVery lawyer I talk to says it hasn ' t been done s ince 
1929 . Now let ' s see wbo 1 s lying . 

Well , c ouldn't you a ttain bot h objectives and meet 
l.lagill ' s objection, !.lr. Secretary, by adopting your 
i dea and then let the fellow make inter-reports the 
minute he 's got the answer to this first question. 
That is, pull men off ' J5 and go right now for a full 
examination right down to the bottom of all these f ive 
thousand, and the moment he gets the answer to this 
first question about dividends, let him phone it in. 

We can' t do that, Mr . Oliphant; that is, unless we -
that is, this would disrupt the whole procedure -
unless this is more important than the whole tax 
problem, because i f we do that we're going to - for 
the next two months I don ' t know bow many thousand -
I don't know how to estima te how many ' 35 ' s we've got 
to finish, and in order tog et started on the regular 
examinations of •J6 by July 1, we've got to finish 
t hose ' J5's. 

Of course, you could - how many accountants would it 
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take to make a complete audit of these 190 returns? 

Oh, to make a complete audit, to do it within 30 
days, about 30. 

Aren' t some of those unaudited for ' 35? You couldn' t 
jump into your ' 36 without ' 35 . 

Reed: What would you think of this suggestion? The men 
who went out into the field to gat her these d eta 
were unusually high type men; they were hand-pi cked. 
Let me send those men right back to the di visions 
they worked in, with their instructions to the agent 
to get the information, and he work with them and 
let them see that the right type of men a re picked 
that will go in there and not harass these people 
and not leave the impression of another investigation 
going t o follow; that they just want to get the one 
s tatement, verify this - not the correctness of the 
return, but something that isn' t explained there; 
that is, it is not self-explanatory. And that would 
only teke possibly 10 or 20 minutes in each office; 
wouldn ' t even have to check his records. 

Magi l l : Well , I think it will have to take more than that. 
You see, what I am looking to mainly is legislation 
on this thing. Now let' s have that agent report 
quite in detail as to what they have done. 

B .~.Jr : Well, I've listened to tbis thing, and I think the 
thing to do is to take your 30 picked men and take -
whatever t his number is, 190 - and pick up these 
people ' s returns; if they haven ' t done '35, start 
with ' 35 and Just let them concentrate on these 
people and stay on these particular returns. Out 
of these 190, we ' ll get the answer . 

!lagill: I ' m inclined to think that ••• 

H.K. Jr: I mean I wouldn ' t let them drop in - "Bow do you do? 
Wey didn' t you •••.. " - I think that would be making a 
joke out of it. I'd r ather call on these 190 people 
and just let our boys stay there and go t hrough their 
records . 

Helvering: Don' t expect us, t hen, to have this report in. 

Regraded Uclassified



ll . ll . Jr: 

1Aagill: 

Reed : 

Magill: 

202 

- 10 -

My dear Guy , if this letter went out I wouldn ' t 
have anything much under two or three months, but 
I think this thing - you begin - somebody is going 
to begin to break. In a couple of ~eeks, just as 
soon a s you find that thing, telephone this man 
here; then he telephones you (Helvering) , and you 
get it in. You say - you give these men verbal 
instructions as to what we are looking for , and 
say tha t as soon as they ' ve got an answer to that, 
they can phone it in. 

But rather than to go in - "How do you do . Why 
.didn't you get so many dividends? Thank you• -
and go out, I ' d pick up these particular returns 
and make a complete audit. 

I think that's right. 

Well then, we can have tbe agent make a supplemental -
not a supplemental report, but a tentative report as 
to our information that we want, as he gets to it. 

That ' s right, have him make inter-reports. But you ' d 
have him make a complete audi t of these doubtful 
cases both for 1 35 and 136 if ' 35 hasn' t yet been 
examined. 

Helvering: Yany of them will and some won•t. We can find that, 
though, and check that, and get the two years together 
in one report. 

ll . r.t . Jr : 

Haa s : 

B.!i .Jr: 

Haas: 

Reed: 

Taylor : 

MogUl : 

And you might just add the name of Vincent Astor to 
that list, tentative . He ' s on there . 

Last year during the hearings, Hearst ' s figure - pai d 
three million col l ars . 

Wbo? 

Bear st. 

We have him on; don ' t we have him on here? 

He'd be California , wouldn't be? 

He may be California. 
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He reports through Star Publishing Company. 

Of course, you1 ve got in Chicago - they've got one 
family, the salt compaQY ••••• 

Morton? 

Yes 

203 

In Chicago? You're not going to do - we haven't done 
Chicago . 

I know wha t he used to show . Used to show seven 
hundred thousand. Vlhat? 

Reed: Hearst isn1 t on there - on the New York figure. 

a .U.Jr: But Astor should be. 

Helvering: Well, we'll get Hearst's name from the field . 

Reed : I wouldn't be surprised that Yr . Sherwood ha s them. 

II . ~! .Jr: Has everybody agreed? Have you agreed? Do we under­
stand each other? 

Belver i ng: Well, I Just thought that wha t we have in mind would 
be a better procedure than jus t the letter . 

H.K.Jr: Well , the l e tter's out. Is t hat right? 

Magi l l: That's right. 

B.M. Jr: But you're going to take these names and go in and 
examine all of their returns. 

Helvering: Just as though it's a complete audit of everything. 

MeR: Will be for the 193; it will be a big Job. 

B.!l.Jr: 

Reed: 

B.loi. Jr: 

And with special instructions to look for that, and 
if they find it send it in right away . Bow soon can 
you get theae boys started? 

We can get them started out not later than to•orrow, 
beginning tomorrow. 

Fine. 
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The Stati stical Sec tion is calling all hundred 
thousand dollar income returns. Now, they have 
our bunch of 193, but they release those to us 
some time today. 

Send them out by evening. 

204 

I take it you can put your 30 men to work first on 
such cases as seem to be inexplicable on the face 
of the r eturn. 

That ' s right. 

And let them get that informa tion and send it to us 
a s fast as t hey can get it - &s to what the exami na­
tion shows. 

I s that entirel y agreeable t o you (Magill)? 

~ntirely, yes. I think that's better. 
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