
! o1 ~ S.Crat&J')' 

lr0111 llr. llclle,YDolda 

lllll~li!l~lll!. 

.lpr1l 27th, 1936. 

I called on the Coeptroller General tbie .orn1ac at 
elenn o'clock, at b.ie iD.,.itailon, to dbcun U.. !rearar7'• 
propoeal to dnipate depoeUaJ7 baDlce u fiecal ...,.\a of U.. 

'1'reae1lrJ t o ••11 llabJ :Bonde. OeDeral llcCarl etated tbat be ne 
in entire acreement with the opinion written bJ the '1'reaeur,•e 
General Couneel on tb.ie queetion, with the ua4ere~i~ tbat 

&D7 to .. allowed the baDlce would be OD the 1irueaoUon bub 
ratber tbaD tbe denoooodDeilon of tbe bOlide dbpoeed ot. lD 

) 

otber •orb, he pointed out lfbat .. al...adJ recocnhed, tbat b , 

we would not be in a podtton to~ c~uione tor the eale 
of theee bODde, alth~ it ie entirelJ proper to allow a teo 1D 

lieu of upeuoe of the tboal ac-nte, 1Dcurred 1D coDUCilOD Yith 
tho ealn. 

After diepoei.Dc of thte •tter U.. Co~troller iDqDired 

partlcularlJ about JODI' hoal\b. Ble iaqDiJ'7 wae .-de 1D a ratber 
11Diqu Y&J• Be eaid be ha4 ha4 reporh tllat JOU ha4 been 111, 
tbat be felt "1'7 eollcitoue for JODI' health and hoped JOU would 

not pe~eatl7 illpe.ir it bJ oftl'~wo'lt:, lnl.t t.hat be would be "1'7 

-h Mre worried 1t JOU ha4 not achallJ b .. n ill. Ble 
explanation of tb.ie attihde ne U..t be felt tbe raeulte of JODI' 

ed.,.lce to the Prnldent ha4 been lacldDc 1D recent •••lee, 11114 tbat 
.!.t JOu were not aotuallJ pb;reicallJ iDCapaoi tated the !MOt that 

ncb edYlce had not beea ct...ea aA4 bae4ed wu an iDdtcatton that 
the PreeideDt ne accepttac a4Y1c• fJ'OII len reliable ecnarcoe. 

!he General eaid be would ltlte to haw u opport11D1tJ -
tiM to toll 70rJ 1D bow hi.Cb nt- be held JODI' adaWetratiOD of 
the TraaeuJ'7 Depar-nt. lie aelted • t o tell JOU for hill tbat be 

couldered JODI' ada1D1etratton of tb.ie Department the outetaDdt.ac 

aocoeplle.J.ent of the preeent .A4Jil.ntetraUOD; that 1D b.ie opiDiOD 

the ada1Diotrau.,.. and tinaDCiDC Jobo of tb.ie DepanoMat ha4 ~ 

handled wUh a •x1- of llkill 11114 oftectheuee; 11114 that be 

felt the ••t =tort"anate thine that could poniblJ happen to tha 
PrelideDt would bo to fail to follow JODI' adrlco OD pneral pol107 

-ttere. 

1$1 
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TREASURY DEPARTMENT 192' 

IHTIDt 011'".,-IC& COMN UNICATfON 

om ~-) 7-3 7 

•o Sacretaey llorgenthau 

·- Rerun Oliphant 

The followiDC ill a chrol10l.og1~ ••oraudua of telepboae coonraatioos 

and correapolldence between yoursalt or ••here of your atatf aJld Senator 

Bulkle:y in connectioo w1 th the procaecl.inea tak.a against C. !. lloora, 

Collector ot Interaal ReTenue at Clnal.&Dd. 

On Septe~~ber 12, 193S1 you wrot e to llr. lloore intomin& h1a that you 

bad arrived at a deci.aiODJ that be ebould eevar his coonectioo with tha 

Treasury Departaent rml .. e be aJld all ••hera of h1a 1 d1ata f ..U,. t.­

lled1ately gin up all aaaocietiona with tha coapomiea concernod, includinc 

their financial interest, and unleas he forthwith made eatiafactory arrange­

~:enta to p117 into the 'lreuury the tull .. aunt of all auch .allies received 

by hill or any ••bare of hill iaacdiate f..Uy of such C<lllpanias. 

On Septeoobar 191 193S1 llr. lloore replied, but hia anner was not 

responsive. 

On Septeabar 24, 193S, Acting Secretary Coolidge aaw the President 

and Charles !lest and the President intoraed h1a that he felt that the aen 

should. give up the llOiley they had 118da. 

On Septellber 'Z7, 193S, Acting Secretary Coolidaa aaw Senator Bulkle:y 

and the Senator intoraed h1a that he bad no fault to find with your coocluaicaa 

as to what was right and fair and that he would tr;y to work it out with llr. 

lloora. 

On October 11 193S, Acting Sec:retar:y Coolidge wrote to llr. lloore, in­

foraing h1a that hie reply wall not aatiafactory and that be would bold it 

for ;your actioo upoo your return t'rotl Europe. 

On llonaber 191 
193S, a letter as prepared eDd appro'fed b:y ;you to 

llr. lloore . This as ebown to S.Oator Bulkley who, in a huff, picked up hie 

bat aDd started to lean. I ae preaent wbllll this bappom.d aDd IIUQ&&ted 

to tbe Seoator that be dictate hie 01ID letter ae to ebat b1a UDderata'"''na 

of tbe agr-ut with the Sacrataey wu. Cbarlea lleat aa elao pras.at at 

this coor-c• eo! the letter .. dictated .. agreed UpOll b7 all pr-t 

except that part ot 1t 'IIIIich prc'fidaa that r.,.titutioo ~ be Mode ool7 

troa date of notice. 

On 1~ 20, 193S, you dictated a letter to lloore d_.,1D& that 
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the aonies recai nd by hila be turned oYer to the Treasury. ThLa letter 
was 1dantiea1 as the letter dictated by Seoator Bulkley exeapt tbet it 

demanded the return ot all the •onies eo receiYed. On the sua date 

you called Senator Bulkley and told h1a that this waa JOur dee,ieion and 

Senator Bulkley replied to you, suggesting that the letter be sent to 

lrlJII sod he would see that it reached lloore and it there was soy trouble 
getting the aonay tram Moore be would telephone you. 

On No....,mbar 251 1935, Moore replied to your letter, offering to 

COlO ply w1 th your request COntained in your letter Of No..-eabor 20, pro­

viding a general regulation was promulgated concerning similar actions ot 
other persons in the sea a poai tion , and that the regulation should han a 
retro-actiYa atteet. 

On November 29, 1935, you wrote Moore to the affect that the Mtter 

ot a general regulAtion could not be considered in connection w1 th bia 

ease but would be taken up in due course on ita own merit. A further 
request was IISda for a reply to the latter of November 20. 

On DeceJaber 31 1935, you spoke to Senator Bulkley over the telephone 
and told b1:ll that you could not go along rl th lloora' a request concerning 

tho general regulation contained in his letter of November 25 1 because 
you could not allow lloore to stipulate conditions in connection with the 

adMinis tration of the Treasury Department. 

On December 6 , 1935, Senator Bulkley wrote you and iDtormed you that 

he bad •secured the consent ot all concerned to the tollo'lling aat-upJ 
without further insistence upon a general regulation, Moore rlll divest 

bi:llsolf of all profits by returning thea to the eompan,y and tba coapany 

will accept th• onlT rlth the condition that they be turned oYer to 
publlc charity u teat as raeeind. • He further states in thia latter• 

•I can assure you it JOU will gin •• your approval of the aatU•ant 

herein suggested, the letters tram lloore and the c011pan,y, wbicb would be 
necessary to oon....,..te it, rlll be worded io a friendly and respectful 

manner." · 

193 

On Daeeabar lJ, 1935, you called Senator Bulkley and told h1a that ;rou 
bad decided to accept the ot ter ucla io bia letter of Daeeabar 6, 1935, and 

SaMtor ~ay in replying said tbet ha was glad tha uttar n a all sat 
and stated tbet he would arrange to bava lloora write a latter wbieh would 

be pleasing to the Secretary. 

On Daeeoabar 17, 1935, at a contaranea of youraalt, s ... tor llulkUy 
and II,T&alt, Senator Bulkley dallvared lloora ' a latter dated Sept.bar 16, 

1935, stating that be propoaad •to return to tha company such profits aa 
I realized from this tranaaction wban and as I sa able to do ao . • At thie 
U.a, you axpresaad to Seutor Bulkley your doubt u to tha sufficiency ot 
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this assurance and I advised you that the le&al eft.ot of thia laQsueae 

ns an obllga tion to pay within e tilae llbJ.ch would be reeeooable Wider 

tbe circuaBtancee. Senator Bulkley agreed with thia interpretation and 

you also expreeaed yourealt u bei.Qc aatiatied with it. It w.a thaD 

agreed that the syndicate was to write you a latter designating either 

the Cleveland Community Cheat or the American Red Cross as the ultiaate 

recipient of the profits . lou stated that you would require the aa.e 

arranget:~ent with Pollack and Harper and would there&ttar eubdt to 

Senator BulJclay your proposed publlcity ateteaent . 

On December 20, 19351 llr. Gardner Abbot, President of the Faao\111 

Brands Ohio, Inc . , wrote you, atetin£ that he would JI8T to the Clenland 

COillllllllli tT Fund en;y aonies returned bT Collector lloore and en;y other 

Treasury eaployeee involved. 

On January 2, 19.36, TOU wrote Collector lloore , in llbJ.ch TOU intoraed 

him that you took his letter of Dec..Wer 16, 19)5, to be an UDderstendln& 

on his pert, and hia faaU.y, to dispose forthwith of all interest in 

Famo\111 Brands Ohio, Inc., and to turn over to it all dividends , payaents, 

and profits . A copy of the letter addressed to Faao1.111 Brands Ohio, Inc • 

..-as enclosed with this letter. 

On J anuary 7 1 19)6, Collector Moore acknowledged your letter of 

January 2 and gave assurance that he would comply with the deaands outllned 

in his letter of Deceaber 16, 19)5. 

On January 1)1 
19.36, Senator Bulkley called you and diac1.111aed with TOll 

the proposed prau release which had been shown to him by llr. Gaston. The 

Senator a&1d that 'lbila the release as inottansiva, he would han preferred 

having the det&ila Ollitt.d Uleret'roc. Attar acme discussion, be aa.1d he 

was aatiatied wi t1l 1 t and would accept your judgaent. 

Haraan Ollpbant. 
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COt:I'IDE!ITIAL: 

Trip or the President to Biloxi, Gulfport, lliao. , 
Now Or leano , La. , GalnotOD, Collage Station 

and Fort tiorth , Texas, t o r eehlngton, D. C. ' 
April 28-May 1~. 19~ . 

lllllllESDAY, 4pr11 28. 

tv. Weahin~on (Southern Ry.) •••••••• •• ••• 

Ar. Atlanta , 
Lv , Atlanta 

Oa •• • • ••••• • •• • • • ••••••••••• 
(A. end W. P . R. R.) • •••.•••. 

T!IJRSDAY, April 29 . 

Ar . t.Gont gomery , Ala ••••••••• •••• .••••••• • 
Lv . l(ontgomery (L. and N. R.R. ) ••••• • • ••• 

A.r. Biloxi, Y.iss •• • •••.•• ••• •••••.••• • • •• 

llot or t o Cul1'port (ebout 12 !Ill leo); 
entreU t or New Orleans . 

While party lo mot oring , traln e~ulp­
IIIODt will be moved to Gulfport. 

1:00 e. m. 

9130 p.m. CT. 
9 :40 p.m. 

2 :40 a .m. 
2:50 a . m. 

9:00 .. . ... 

tv . Gulfport •• •••••• • ••••• •• ••••••••••••• 10:'0 a .m. 

Ar. New Orleans , La • •• • • •• • •••••••••• • ••• 12:00 pcm. 

4:00 p.m. the Prasldent and hl o 
1mrnedlote party go aboard uss 
P!YI'OI.IAC. 

-----------------------·----
liOOl».Y • tla y 10. 

Lv . Gel"oton , Texas (Southern Poe. R.R. ) 10:00 a .... 

Ar. Rouaton • • ..••••. •• •••.••••••• ••••••• • 11:40 a. a. 
LY. &uston ••.•...• •• •.•••••••• • •.• ••... • 11:00 a .m. 

Ar. Collese Station ••••••.••••••••••••••• 
Vial t A. and K. College. 

tv . College Station • • • .. •.•..• • •...•..••• 

Ar . Fort tlorth ••.•• • •... • ...• ••.. • ••. • • • • 

TUESDAY, flaY 11. 

tv. Fort Worth (U. K. and T. R.R.) ••••••• 
an41'rtaeo. 

'IED~Y. Nay 1 2. 

Ar. St. Lou1a 1 t.lo •• •• ••••••••• ••• • ••••• • • 
Lv. St. Louie (Pennsylvania R. R.) ••• • •• • 

TIIJRSD.\Y I May 13. 

2:00 p.m. 

~:30 p.m. 

hOO •p.s. , 

61l!l p.m. 

11:55 a.m. 
1210!1 p . ... 

A?. Weablugton , D. c .............. ....... 10:10 a .a . 

1? 5 

Regraded Uclassified



Senator Pat Harri.eon 

ec-issioner ae·orge ! . lll ... 

rill aceompaey the President to 
Gullport, lliae1nippi. 

Telogepb Roprueotat1...,a: 

0 

lir. e. s. L1Dldna Weatern trnlon. 

Mr . A. z. A-rnold, Woatern O'oton . 

Mr. G. M. lAwrence, D.P • .A .. , ---

• 

--;1\ 
\ 
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Nowopeper an: 

l!r. Oeo. S . Ilul'Do, 

Mflmbora or t.be party: 

T H! P R! S I D I N T, 

Bon. w:. H. llctotyre , 
A.&s't, Secretary \0 tbe Pr-.atdent. 

Captain Paul Baet.edo, u. s . N. 

Col, E. ~. ~ataon, U. s. A. 

Dr. Roes T . :!Qintlre . 

N.r. B. Y. KI\Moe . 

Mr. E. w. &nithora. 

Mr. w. 1. Hopklne. 

)llr. Ceo. A. rox. 

Mr. Cbee. K. Olouneh. 

Secret Sernco ~nu. 

~ llerl>ort C. Tbeurn, 
Poat Otflee Inspector . 

Cblcoso Trlbuno . 

IntornoUonal trewe sernoe. 

Mr. D. Rerold Oliver , Aaeocleted Preoe. 

~!1'. Rlobnrd L. Horkneoe , 

Nr. Phlllp Pearl, 

Nr. Rober~ P. Poot, 

Mr. lobn C. O'Brien, 

Utaa Dorta Y1eeeon, 

Plc\Ure •n: 

Hr. Oeorp Slcedding, 

Mr. 1oa. 183deaon, 

Ml'. 1 e.me a Lyon a , 

Mr. Jtmea Buchanan , 

lltr. J'obn S , Tbcxapaon , 

Jlbt. F. I . !bollpaon, 

Telef9'Pb Repreeeotati~a: 

lCr, C • 8 , Ll.nk.1n.e 

ttr-. A, I. A.rD.ol4 , 

Ill'. o. II. z..wr.noe, D..P.A.., ..... ... u..,.. 
la ••.rae or 'J'r&nepon..t lon . 

Unt tad Pre au . 

Unlvoreal SOrvieo. 

Now York Tlnoo. 

Now Yor~ Bo:reld Tribune . 

Well S treet 10\lJ'lUil. 

- York Doll7 llewa. 

Aoeocta\.ed Preea SOM1.ee . 

Tlmoo Wldo World . 

Paramount ttewe, 

Acme NOWIJ>loturea, lnc. , 

International "--• ~otoa. 

•awrn thtloa. 

.. 1\en) Oit.lOD o 
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Secr et ary cr State, 

Vlashington . 

RUSH 

249, /.pril 28, 2 p .m. 

FOR TRE.I\Slf.,y FRO! BU'.'T.i::;r !0. TH 

GRAY 

London 

Dated April 28, 1937 , 

Reo •d . 10 a.m. 

197 

The Chancellor of the Exchoquor made i n the House of 

Commons last night a r eassurin3 statement i n an attempt to 

remove misapprehension about t he scope and incidence of t hP 

national cont ribution tax . While he claimed that hi~ 

proposals had been exaggerated and their possible effects 

great l y magnified he indicated that he would be prepared to 

consider carerully the advice he had invited from l eaders 

and organizations r epresentative of trade ana industry ant'. 

that he was willing to accept modifications of what were i~ 

eff ect tentative proposals intended to be no more than en 

outline . In particular be stated that he nould not insist 

upon the datum line for circulation of profits being the 

average of the years 1933, 1934 and 1935 and that he was 

prepared to vary the rate or interest which is to be the 

basiS 
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#249 fro~ London - Anril 28, 2 p .~ . 

basis of the capital standard, 

Chamberlain emphasized that he regarded the tax as 

mild and moderate and reiterated that it was expected to 

yield only two million pounds during the current fiscal 

year and not more than twenty- five million pounds next year 

which could not be regarded by industry as an intolerable 

burden. 

Thl.S announce~ent has not the des~_red effect of 

restoring a measure of confidence but the position will 

r emain uncertain until the finance bill is considered 

in the House of Commons some time after the Coronation, 

Despite tho possibility of coal o.~d traPsport strike the 

London stock exchange opened firm , However, no deci:ie<l 

advance in prices is expected for the reason that 

advantage will be taken of any _strengthening of the market 

to liquidate tenuous positions . 

ur, Cha!nberlain' s statement has interesting political 

aspects and in this connection, the comments of the l~beral 

MANCHESTER GUARDIAN are pertinent and r epresentative , Its 

political correspondent takes the view that "if this was not 

Mr . Chamberlain in retreat and for the first time in his 

political life, at least it was Mr . Chamberlain more 

chastened than one has ever aeon" . On the other hand, its 

parliamentary correspondent do scribing the scene in the H.ouse 

of Commons states "on the wholo the impression was given 

that 

• 
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#249 from London - April 29, 2 p .m. 

thnt the Chancellor is plnying a very diffi cult hand very 

skillfully. He has to finance the rearmament program and 

he has to satisfy labor that profiteering will be made 

unprofitable and he has to satisfy industry that profits 

will not be ma.de impossible , It is en awkward troika to 

drive , 11 

CSB 

"' 'l ,, 
O '.'I I 1 '-~ · ' 

-·- . 

... 
• ,. 

,... . t 
ft 

1 .... : ....... 
~ 

BINGHAIJ 

• 

1S9 
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PARAPHRASE OF TELEGRAU REOI IVED 

FROM; American Embaeey, Pal' is , Trance 

DATE; April 28 , 1937, noon 

!10 .; 54 2 

F'R OM OOOHRA'II . 

i/4oo 

There ue four principal oauaea of the preaent 

uneaeineae on the exchange securi t y and com.modi ty muketa 

in Europe; i . e., the American gold soare, the French 

situation, remuka by President Rooeevelt on commodity 

pricee, taxation by Great Britain and borrowing for 

rearmamant . 

With reference to the Amerioan gold scare, in my 

telegram of April 2, 4 p . m, I repor ted t hat the r umor 

was current in bank.ing circlee that there might be a 

r educt ion in the net price paid for gold by the Federal 

Reserve Banks aoting for the Treasury. The scue became 

Wideepread when l ater it was made public tbat !few York 

banks had instructed their European br anches to abstain 

from arbitrage gob dealinge f or the above reas~n.. Fewer 

dollare beoame available on European markets wi th the 

cessation of gold arbitrage, whioh caused a weakening of 

European curreQcies, particularly the French. Washington 1 s 

repeated deniala that no change in gold policy 18 conte-
• 

plated •as not been entirely successful in allaying feara 
I r I 

t hat something t o change the American gold price may yet ' ~ _,r ... 
be done . 

The rUJDore were partly int ensified by the rema.rka of 
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PARAPHIU.SJ: OF SIIOTIOJS TWO TO PtJIJ IHOLUSIVJ: OJ' 50. M2 
of April 2S, 1937, f r om Paris . 

-2-

ot Professor Sprague at the American Club in Paris, aa 

I 1·eport ed in t elegram llo . 465 dated Apr il 8 , 4 p.m . 

The London FI!IANOIAL NE\tS and certain other financial 

pnpere have been prone to at tribute the commencement 

of the r umor t o statements llleged to have been made 

201 

by Sprague to bankers on hie visit to London. It is 

likely that Sprague will be pr esent at Basel when the 

central bankers meet t hie week for their annual gathering 

and the FnJAl;CIAL NEWS warne against Spr ague • e opinions 

on t he gold question be ing taken there ae off icial. 

Various writers contend tbnt under war time and 

subsequent leg islation the Secretary of the Treasury and 

t he President have authority to alter the price paid tor 

gol d shipped from abroad without requiring further legis­

l ation and some ineiet t hat the s tatements issued from 

llaeh1ngton have not closed the door definitely to a change 

in the gold price. I have not eeen any off~cial denial 

ot this f rom the American eide . 

Several reasons are given for increasing the prob-

ability of some American aotion being taken to change the 

prioe of gold; (1) Washington experts have been unable 

to find a means for oheoking the inflow of foreign capital 

into the oountry; (2) sterilisation of gold bas apparently 

been inefU otive toward this end; (3) the Treasury bas 

had an addi Uonal burden i~~posed upon it in having to 

ieaue paper to pay tor eterilizsd gol d just at a time when ---
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to support the government bond carrying Federal agencies 

have had to intervene on the open market; (4) due to some 

apprehension that tax returns will fall below estimates, 

t he Amer i can budget will have t o be revised. 

The factors cited in the preceding paragraph have con­

t r ibuted t o the p er sistence of the rumors concernigg a 

change in t he American price for gold, even t hough many 

observers have been c onvinced that this would not be done 

for s everal r easons - recovery has not gone suf fici ently 

far in t he United States to relieve unemployment ex­

tensively, prices have not yet ris en to the scal e originally 

envisaged by the Government, and a reduction of the gold 

price would mos t likely cause a collapse of the New Yor k 

stock market as well as of world c ommodity pric es . 

These rumors may of course be due to some speculative in­

stigation. 

The effectivenes s of the remarks which President 
Roosevelt made upon commodity markets, metals in par­

ticular, has caused a profound influence; in Europe it 

had not been generally believed that United States re­

covery had gone far enough to warrant checking co- odity 

prices. It baa been realized nevertheless by banking 

and market circles that the situation had become danger­

ously top- heavy, with intense speculation in materials and 

much overstocking. J ohannesburg was quick to begin selling 

when the gold scare started. A sharp dumping of other 

co.aoditiea waa begun due to 
Regraded Uclassified
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South African gold shares , it shOUld be remembered, 

constitute. one of the moat gener&lly traded group of 

s ecurities in Europe . The repercussions were widespread 

when selling thereof began. A recession in other metal 

and r aw oommodity prices quickly followed . It would be 

remembered that European investors hold American eharee 

ex~ensively, 1n addition to the securities and supplies 

of metals involved. When the gold eoare and commodity 

depressicn developed, they disposed of important blooke 

of these. Since the rejuvenation of the SUpreme Court 

wa s suggested and s ince labor difficulties with resort 

to sit down strikes had grown , European investors had 

already begun to believe that political and social 

affairs had not been going so we~l 1n t he United States. 

There ie evident a disappointment that the progress of 

recent years made in economic recovery has not been more 

sound and that world conditione a re still so unstable 

that a quick and unexpected upset therein can take plaoe. 

As for Great Britain. The strength of many securities 

and COIIIJIIOditiee ••• ... u 1s due to world rearmament at 

the present t iM; but great uneasiness in British t r&ds 

oirolee and a deoline i n British gilt edge securities haw 

been caused b y the faot that t he new Brit 18h budget will 

in ... ol"'• 
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involve heavy taxing of induetry, and enormous borrowing 

will be required. Sterling haa so many currencies tied 

to it that naturally there is concern lest there will be 

a disturbing effect throughout the world because of & 

program of expenditure in England th&t might cause a weaken­

ing of the currency. 

I have currently portrayed. in my telegrams the vul­

nerability of t he French s ituation because of the Blum 

Government ' e failure to inspire sufficient confidence for 

dehoarding of capital and repatri&tion of it. Following 

the change of policy in the fir st ten days of »arch, the 

outlook was somewhat brighter. But the French have not 
yet overcome important ~ifficulties . If there is no 

important crisis, the French stabilization fund, with 

the funds it bas retained and repatriated, can maintain 

ef f ective c ontr ol for some time. The funds obtained through 

the recant loan with its exceptional guarantees will not 

last the Government beyond June, if they ••x••t are not 

exhausted before then. A. loan of 900 ,000,000 francs ie 
already asked for by tbe City of Paris. A.ccording to & 
preliminary announcement of yeeterday, the pensions office 

will shortly float an issue for &e muoh of two billion two 

hundred and t wenty-eight million f r ance as can be obtained 

on one year bondc at four percent . The proceeds of the new 

issue of the City of paris will be taken by the Treaoury as 

soon as they are received. Such funde, it is &nticipated, 

along 
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' along with any other fund• borrowed by other bo41ea, will be 
applied to rea.raament and publio worll:a dest1ne4 to relieTe 

unemployaent , and t o quiet the labor element of the Left. 

END SEOTIOBS TIO TO FIVI INOLUSIVI. 

BULLIT'f. 
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Section Six 

Through pressing for a new loon of 10,000,000,000 france 

for public works, this f action baa been seriously embar­

rassi~ the Government and bas otherwise ~set confidence 

throll,3h nationalization of credit, suggesting forced levies, 

etc . 

f~1le the Government is expected to come suooeeefully 

through the debate on general policies which bas been 

'postponed from Friday until »ay 7 and whil e the questioning 

of Vincent Auriol today and t omorrow by the Finance 001!!­

rni ttees of the Ohamber and Senate may not lead to any dis­

closures that will prove too embarrassing, there will un­

doubtedly remain the impression that the Government must 

resort to various and devious means to keep itself supplied 

with funds. l~en the announcement was made early in !.larch 

of the French ohange in policy, I obtained the views 

t hereon of the main central bankers of Europe at the 

1mxoh meeting of the B.I.S. You will recall thnt these 

banker s were practically unanimous in believing that the 

Blum Government could not suff iciently overcome the diffi­

culties which it faced to guarantee the stability of the 

franc . There is a general feer that it may be necessary 

for the frano to be de'l'alued further with the franc now 

depreciated to the lowest l imit permitted by the monetary 

law of Oct ober first, with the stabilization fund losing 

over the past three weeks rather than gaining foreign 

exchange, with the Government applying the social, 

particularly the forty hour, legi.elation in a manner wh ich 
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burdens indust ry and trade excessively at this period of 

recovery , with prices rising so importantly that Yrer.oh 

export trade is seriously hampered, wi th labor persistent 

in ita demands , and wi t h the Treasury faced wi th constant 

and recurring financial diff iculties. In turn t his g ives 

rise to conjecture as to whether the tripartite agreement 

could survive having the frano lowered. Should the franc 

drop further, would it necessitate a out in the pound 

sterling which might lead to all kinds of currency upsets? 

The disappointment of the world over the failure of 

trade barriers to be lowered following the tripartite 

monetary ~reement of last autumn may be added to the 
by most observers 

f notors enumerated hereinabove. I t i s admitted/that t he 

United States is about the only country to have made so.ne 

progress in the des i red line through ite reciprocal trade 

a rrangements . The 40hievement of better trade relatione 

is the manifest desire of the Oslo c ountr ies. ~~wever , 

considering the British imperial pr eference policy , 

France' s uncertain financial and social outlook, German 

autarchy and its political phaeee, et cetera, there is 

much skepticism as to whether Van zeeland may be able to 

f ind any common ground on wh ich i~ortant trading countries 

can now advance. 

Cariguel and I talked about the American gold policy 

t his ~orning . Cariguel does not believe that we anticipate 

any change in our gold price at this time . However , he 

realizes 
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reali:es the cost that may be i mposed upon our Treasury 

if the present tendency of gol d to f low to the United 

St ates may continua or be increased as the Soviete dump 

the ir holdings and as others may be i nclined to hasten 

to sell their gold to the United States market lest there 

be a subsequent change 1n the price of gold. He feels 

that our Treasury would be seriously handicapped by the 

sterilization of gold. r.ith a deficit in the budget , 

tha Treasury must borrow from the market at i ncreased 

rates . Member banks of the Federal Reserve system have 

b illions of idle money deposited with the Federal Reserve 

banks a.e legal reserves , while the Treasury is borrowing 

dol l oxs from the market. Oariguel is aware that under 

our leg islation g~ld cannot be sold without a license . 

He believes t hat conditione are ch&ll81ng eo rapidly 

throuehout the world t hat governments must keep up 

wit h them in modifYing their pol1ciee. In view o:f the 

present circu~stancee he conceives and e~gests entirely 

unoffic ially and only with the spirit of helpfulness the 
the Treasury sell ite gold to member banks , 

idea that/instead of bonowing funds from the market to 

pay t or the gold which it sterilizee. 

Oar1guel' s idea would be tor the Treasury to make an 

arr~ement with two, three or more of the important 

private banks such as ~lationa.l City , uorgan , and Chase 

208 

t o sell them gold at thirty-five dollars an ounce· There 

would 
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would be no need for handling gold other than perhaps to 

cha:nee the label on 1 t so that the TreiUiury could logica1ly 

eliminate any handling charges; it would be held with the 

Federal Reser ve Bank of the district concerned. The gold 

could not be disposed of except by resale to the Treasury 

end could not be sold to individutlle. A provision would 

be made in the agreement either for the repurchase by 

the Treasury of the gold at a specified time or preferably 

would provide that the Treasury could call back the gold 

when it might have need of it. The bank , on the other han4 

woul d have the privilege of selling the gold to the 

Treasury \Thsnever its internal situation made this desirable . 

tbwever, it would be stipulated that the price at which 

t he gold was to be repurchased would be exactly the same 

price as that or4;inally paid for i t . 

I have been strictly confidentially informed that when 

the French Bank was flooded with gold in 1931-33, it made 

such an arrangement as that above pictured wi th the 

Caisse dee Denote and with the Oredit Lyonnais. Therefore 

these onganizaticne actually developed gold bullion accounts 

with the French Bank. The ilank of France bought back the 

geld when the market turned. 

The following are two merits of the above plan: 

(1) the fact that t he Trea.su.ry would be willing to undertake 

to redeem the geld f r om the Bank at the price which the Bank 

had 
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had purchased it would constitute a very strong assurance 

t o the market and the world in general that no change 

•~s probable 1n the Government ' s gold price; (2) that 

there would be available to. the Treasury the several 

billi on dollars of member bank reserve tunds against 

which it could swap gold without any interest or handling 

charges, knowing that it could get t he metal back when it 

wanted it. 

El!D OF l4ESSAGE 
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CORRESPONDENCE 

CO!IFIOl'ltiTIAL FI LES 

DA~pril 28, 1937. 

sueJEc;n TELEPHONE COtiVBRSATI ON WITH 

D, J, Cu eron B~I1C OF BIIGLAI'D __ 

Kr, Sproul telephoned Kr, Si epaann ot the Bank ot England 

a t about l2a60 J,m, toda:r and inquired bow things were going, 

Mr . Siepmann said tbe London markets had been very much upset b;r 

cables received t rom this side , s i nce the opening, repeating rumors 

that several London houses would have to be helped over the next 

settl ement date to t he extent ot twent:r million pounds, (the next 

fortni ghtl:r se t tlement is Kay 6, but I understand arrangements must 

1-e made on Ka.y 3 to car ey accountl over to the following settlement) , 

Be also said there have been rumors tor two days running to the effect 

tha t t he Uni t ed St ates would impose a· t i ve dollar per ounce import 

tax on all gold imports wi thout an:r advance notice, and that action 

would be taken shortly, Kr , Si epmann said that the ruaors about 

t 1eir mar!c:~t had been denied but t hat , at present , anytb1nt; one said 

hnd l i ttle ettect as the public is confused and frightened . Be also 

said t he rumors might gain aoae substance 1t' t here were a tew aore 

bad days as conditi ons i n t he str e et are not too oood, Kr. Sproul 

st ated that we had also denied r U80rs on this s i de, about changes 

in the pri ce ot gold or si milar actions, but t hat the rumors still 

persist , 

Kr, Sproul then inquired about Paris, and Kr. Siepaann said 

t here was little new in the French situation. Their political &Dd 

f i scal diff iculti es ar e still preaai ng he said, but the poatponeaent 

or the general Parli amentary debate tor another week (trom Pri da:r) 

baa had a aoa ewhat quiet ing effect. Be said that the French got i n 
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CE CORRESPONDENC E 

CJ!lFID&NTllL FILES 

D, J . Camer on 

DATE Apr 1J._28_, lt~ 

su~Ecn TELEPHONE CONVERSATI ON WITH 

BAliK OF Ell OLJ.IfD ·= =-- - --
- 2-

a little sterli.ng today and t hat t hey needed i t badl y . 

Rever ting to t he situation in t he London market , Kr. 

Si ep:ann remarked that it dol l ars sbould be wanted, due to the 

gold rumor s , he would be pleased to see us Juap in and take sa.e 

sterling. Kr. Sproul auggeated that the s hoe i s on t he other toot 

at the moment, and asked i.t it wouldn' t be appr opriate for the Bank 

of ongland to assuae some ot t h e •wb1te aan ' s burden• and bUT some 

gol d , Xr. Siepmann r eplied t hat t hey had bought gold y,sterday and 

today in t he amount ot about ten a 1111on dollars. He also said 

t hey do not give us any gold against our order at $34. 77 per ounce 

unless it becomes absolutely necessary. Kr. Sproul aaid t hat ster ­

ling was, at present, quite strong at $4,94 5/16. Kr. Se1pmann 

gave his opini on t hat aterling would go on toward $5. 00 during the 

next month or so, 
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TREASURY DEPARTMENT 213 

INTDI OI'PICC CC*MUNte.ATtOH 

oAn April 28, 19:17 

The Seoretary 

loll'. Taylor 

Oeors- Harrison called s hortly attar two o•olook, after haTing 

tried to reach you, and told u. tha~ t he New York Federal ReaerTa Bank 

had recei ¥Od a oeble troa the U.S.S.R. State Bank i ndicating t heir deeire 

to open an accoun~. George told ,.. that he would answer th.,. along the 

linea ot looki ng with feTor on meeting t hia ra~ueat but stating that 

the ra were certain tormal1tiea which muet be complted with before poa1t1Ta 

!><' arti rmatiw action could be taken . Be elsa said that in order to 

oxped1 ta matters he would forward tmmediotaly the necessary papers troa 

this e nd tn whioh the method of handling the acoount, the pr1T1legea ot 

the owner of t he account, eto. , were outlined. He wea quite our1oua • • 

to what we had in mind with the Ruea1u. and eta ted that before any tlnal 

action waa taken tlul~ it would be uaatul to know juat what we bad 1a alnd 

aa 1t would t hen enable tb• to b.alldle the aocount properly. I aald 

aomathing along the linea or MOpara\iq 111 t he golcl tielcl and be appaerad 

alarmad that they algJlt be takea 1nto tbe Tr1-pert1 ta agre-11~ . I d14 

not do anythi ng further to appeaaa hie cur1oal ty but ha app..,red -11be.~ 

shocked. 
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TREASURY DEPARTMENT 214 

.,.,. April 2fo 193'7 

To Seoretar7 llor&entbau 

'"o" llr. Taylor 

Savio&• Bonde (aalee by poet officee) •• tl,l46,673 .~5· ·Tot&l •• t72~.~02,672.17 
SaviD&I Bonde (depoeited Fed.Ree.Bka).. l26,S4J,75 .. Tot&l... ~3 ,954,062 .~ 

tl,273,2l?. )O 

' 
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Secr e tary or State , 

'"lashingt on . 

Rush 2501 April 28, 7 p .m. 

FOd T~".SUI:Y PRC!.! BU'l"l'E.'CORTH. 

PLAIN 

London 

Dated April 28, 19~7 . 

Reo ' d 2:20 p .m. 

Tb~ t:: end c. f the London Stock Ex: hange reportcld in 

my tele~ram ot this forenoon was decidedly reversed in the 

afternoon, the initial downward impet.1s is said to have come 

from heavy sale~ !rom Paris or oil an1 gold mining shares 

due to the appr:acb~ng end ot a paris Stock Exchange settle­

ment accounG. Prices tell away qui~kly as each aeries or 

sales uncovered a new strata or vulnerable positions necea­

sitating turther sales . As was the oaae on Monday there bas 

been considerable selling of American stocks by Britia~· 

holders who are either in need or imMediate cash or tear 

that 0 the rot will spread across the Atlantic . " 

Rumors have alao played a not inconsiderable part 1n 

creating a panicky mental atmosphere . As -ntioned yester­

day there i a a recurrence ot the rumor that some action •T 

be taken i n the Uni ted States to atteot the price or gold and 

such ia the· ~t~te ot nerves that even those wbo do not 

credit 
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t'G Pase 2, 
#250 from London 

credit such rumors will not act in the race ot them and 

t herefore at times today it was virtually ~possible to 

deal in gold mining shares . It is abo rumored that at 

least one of the unit fi~ed trusts is in diff i culties 

216 

and that many stock e~change firms are shaky. As far as 

can be ascertained it seems to be tho case that definitely 

three ~r Zccr firms are in difficulties . It is also said 
. 

that ~.f t ile pregent sl.tuation continnes the stock e~change 

may have to be closed for a few days; at the moment such 

a sugGestivn seems entirely prematuro but the ne~t few 

days ~ay be dif:ioult inasmuch as se ~~ina ~ust be concluded 

by Friday for the acc~unt which terminates on Uay 6 . 

I had a word with the British Treasury which frankly 

admits that they were surprised by today•s events and 

are "now waiting to see how the cat jumps" . 

BINGHAM 

CSB 
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Aprll 28, 1037 

9:30 group mee~ing; 

Present: Mr. Magill 
Mr. Ol1phan~ 
Mr. ~a,ylor 

Mr. Gaston 
Mr. Gibbon• 
IUea Roelle 
Mr. Loollllead 

Mr. Gibbons: Mr. Wolfe· is all oomple~ed. 

217 

HY.Jr: Wlla~ do I do with 1~? r1re tile presen~ Oolleo~r 
and refer it ~ the U. S. Distr1ot A~~rne:rT Did ~ pa,y 
lolte t he •one:y? 

Ur. Gibbons: Oil, :res. We haTe cancellation olleok• and 
Welte put nine-ten~• or i~ in his personal aoooun~ and de­
posited a rew or them 1n the Oomm1~tee 1 a aooount. 

HU,Jr: Wll&t do I do now? 

wr. Gibbons: or oour1e, tllat'e a presidential appo1n~en~ 
and I gueaa :you llave ~o talk ~o t he President. 

!Dl,Jr: Mao, draw up a reoommenda~ion tor me t o recommend 
to tile Preeiden~ ~lle d11a1eeal ot Landy and t llen take ~e 
necessary etepe to ~urn o•er t he ree~ or ~he 1tutr ~ the 
Depart.aent of Juet1oe. 

Taylor, wll&t.eTer happened ~o the let tar to EJ.aer Til Oil& If 

Ur. Tyler: Harr7 White 18 working on it. 

!Dl,Jr: You got an:r~tns. llao? 

Mr. II~R~ld1: lire. not& 1&1d :you want ~o oban&e the 
fOrm oreerlleld We Ule -- didn It want -- ~ere al'e tWO 
letterhead• used b:y the Secretary, one used b:y :you 1n :your 
own pereonal ort1oe, Secretary ot tile Trea•urr; nobo47 e11e 
us&~ that. !lle o~er 11 ornoe ot ~· seoret.ar:r tor all 
u11 ~t 11 prepared tor :your 11(5lllture or •tanature of 
Acting Seoret.ar:r, but tha~ .... lett erhead, Ottlce ot ~· 
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Secretary 1e lded on all letters that I elgn, Herbert 
eigne, George Haae e1sna, prepared throug.bout the Bureald. 

!Wdr: What 1 a the utter with Juat haYiJl6 1'reaa1117 
Depar ent? 

ur. lloRexnolde: We can. 

HK.J~: Or haYing Treasury Department and, in 70ur oaee, 
up rn-the corner Administrative Aeeietant? 

Ur. JloRexnolda: I have no obJection either way. 

HM.Jr: WilY should George Haae •tan letters on Ottice ot 
t ne Secretar;y? 

Mr. KcReypolde: Well, because George • . ••. 

5U.Jr : It 70u don't a1nd, it'• entirelJ ~ own idea, I 
would like to have it. No obJection to haYing TreaeiU')' 
Department and up 1n the corner, Mr. llcReynolds, Adminie­
trat1Ye Assistant to the Secretary. 

Ur. KoRexnolde: I haYe no obJeotione. 

R)(,Jr: Or llr. Gaston, TreaeiU')' Department, and up 1n 
t he corner, Aee1etant to the Seoretar,y, But I don't want 
any more letters Ott1ce ot the Secretary or Secretary ot 
t he 1'reae1117 except that go out under .::1 eignature. 

llr. KoReynolde: Or Acting Seoretar,y. 

218 

Hlo!.Jr: '!'lle Acting seoretar.r •ould be under the UDder ­
Secretary or Aeeietant Secretary -- so out on hie stati oner,. 
Oliphant hae 1t on &I Ottioe ot General Coun88l. He' B got 
it -- ottice ot the General Counsel. 

llr. KoReypolde: I •ant to settle thie. It'• all settled 
but one thiJl6. You 183 nothing but ,Jour signature. The 
sreatbulllot M1l prepared tor 7our etgn.ature, which 11 signed 
by e1tner Taylor or U&gill not ae Undereeoretar,r or Aaliltant 
Secretary but a1 Acting Secretar,r, that ousnt to be ~n Secre­
tary • e paper. Nobody lmowa, haU the t1Ae, whether ,Jou are 
to stan 1t or tbe other • .... 

~: All right, we will aake one exception. Wilen it 11 
Aotrns;seoretar,r ot the Treaeur,r, that pereon will 1188 Ottioe 
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or the Secretary. 

ur. llcRezno1da: And no 110re. 

I!)I,Jr: And no 110re. 

Ur. UcReypolde: Settled! 

HU,Jr: It 1 e Juet a matter ot •.... 

Ur. ~cReYnolde: No obJecti on• to it . 

219 

IW~Jr: I t b 1Dit it ' 1 a very reasonable request. Everybod..J 

elseae hi s own etationery, but when the person &18ning ie 

Act i ng Secre~ t nen he can use •. • • 

ur, UcReznolda: Office ot the Seoret&rJ. 

I!)I , Jr: 'l'hen I thl.Dk he would use _, own etat1onery. 

llr. UcRilnolde: No. You mean el1a1.nate Office ot the 

Secretary entirelyf You have got now Secretary ot t he 

Tr easury and Ott1ce ot the Secretary with speci a l seal whion 

1G ueed in your otfi oe only. Bulk of paper prepared tor 

Secretary's signature ia prepared in the Bureaus. They have 

none of that paper and ehould not have, but Office ot the 

Secretary they ehould have. 

I!)I , J r: It a III&D i s etgntng a latter tor rq signature ae 

Acting Secretary, he can use Secretary of the Treasury' e peper. 

Let•a have onlY one kind, Secretary of the Treaeur,r, and th•n 

t he differ ent people .• •. 

Ur. UcReznol4f: Cnt out Office of the Seoret&rJ entirelY. 

Ul- 1 Oliphant : 'l'bere baa been eoae abuee of your e1snature 

by torgera. 

!!H.Jr: Let's have only one kind of paper. 

Ul"~lloReznolde: From now on we will uee only one letter­

bead or seoret&rJ ot the Treaaur.r and we will lllllit that. 

HM.Jr: (To loire. tlotz) You • 18n private seoretar.r, acting 

t or .. , you uee that paper. But there are hundredl ot let.tere 

going out. on Ott1oe ot the seoretar,r. It'e an Act ot Ood that 

10111et hing eerioua bae not happened. One man t.old me once he 

never bad a v1eit1.n& ce.rd beoeuee, he eaid, I never want. t.o 
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b.ave t he chance or eoM'bod,J eteal1ng it and uai~~g i t. It'• 
Just a precaution, a hunch, with me. Ure. llot& can haYe 
Ott1ce ot the Secretary. She will uee it at her d11oretion 
and anybody signing ae Act ing Secretary will write it on 
Office ot the Secr etary . Let's leave it that way. AnJ 
other correepondenoe, anybody oen have h11 own etationery 
or . .. 

!.ir. lloR&YJ\Olda : or jUit Treaeury Departllent. 

HJ,!,Jr: Doee anybod,y ue tbat it '• unreaaonable? 

ur. Gaston: I have no special stationer,. 
ury Department is eutfici ent. 

I t.)linlt 'J'reu-

HU,Jr: You (Lochhead) never write any letters. 

llr. Lochhead; I on}3 talk. 

ftK,Jr: Ui ll Roche? 

~iss Roohe : We have regular Assistant Secretary letterhead. 

HU.Jr: Gibbone? 

ur. Gibbonl: 'J'reaeury Department and I 11gn Aeeietant. 
Secretary. 

Thls 111 not Juet a whla. You never come 1n and epring 
eomething Juet out ot the air. 

Hll,Jr: Anything else 1Jiportant like that? 

Win Roche: r have a aeaorandUD on the 40hour week tor 
additional nuree1 tor r e-euballeion to the Budget Bureau to 
take care ot that 11tuation. 

HK.Jr: How Ul\1 hour• do they work? 

)Use Roche: 
1B htty- e1Jt. 

Fitty- e1Jt and 1ome eeventy-two; 
We want 148 aor e nureee. 

the averaae 

}Ql.Jr: You go u tar ae you can and i t you em' t get any­

where , let ae know. 

Wr. llcRe:poldt: I indited on reterr1ng it to the Budget. 
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and Budget t urned 1t down. 

HI.I , Jr: Let's tl')' once aore and 1t between now and P'r1da,r 
noon you are not eucceaeful, let me know. Repor\ at G:30 
Pr1da,r and 1t you oan 1 t do u., let me know and I w111 talk t o 
Bell at that t1ae. 

U1ee Roche : Tnank you, B1r. 

l:IM....lr.: Would you between now and lh 30, IUn Roohe, and llac 
and~ew go o~er to thla thing at the old Poat Offloe and 
let Be~lew take a l ook at 1t. I thoUSht I could do 1t tod_, - -
the dispensary. 

!.lre. notr. : It hn't flr tor an1aala . 

J.lrl McRe:nolda: If you are going to oall anybody, I would 
call cltee . 

HU.Jr: h 2:30 a good tlme? 

lUes Roche: I thlnlt eo. People go 1n around the noon 
hour and 1t1e horrible; Juet horrible. 

(At thla polnt, RII,Jr talked t o !.lr, Icltee and asked h1• to 
lend someone. J.lr. Icltaa suggested Demar., and RII,Jr aald t.bat 
anybody Ickea susgeated would be 0. r. HJI,Jr. ez;pla1ned that 
this wae the f1rat t~ he had appealed to I ckes on space . 

IJ!!. Jr: tre will go o~ar t here at 9: 30 to110rrow. 

Macapnolda: Do you etlll want to go? 

Hl!.Jr: Sure! 

J.lr, !.lcReyPolda: Demaray ia Aaa18tant Director of the Bark 
Service. 

!!M.Jr: I aaltad Iol!:ea e~d let •a go OY&r . I thought Harold 
m1gnt ._, he would 60 hlaaelf, but we will 60 onr e.nyyq • 'l'lw 
next. tilDe -- 1f 1t doee not work tllia tilDe, we w1ll take a tloolt 
of newapaper aan w1th ua. 

Wf 1 G1bbons: Jotn1D6 alee. 

HM.Jr: tre were on aga1D with Bulkley thll aorn1D6. 
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Hr. Gibbone: On Uooref 
never done anything. 

What.' • the et.at.uet 

HM.J r: Never turned over a nickel. 

llr. Gibbone: 

llr. Ol1phant: 
more. 

Over a year now, ien't itt 

Never turned over anything and baa been t.ak1ng 

ur. Gibbons: How about the Cuetoaa aen7 

!!!J.Jr: All the e811e, but we are concentrating on lloore. 
Tney took three more check& atterwarde. 

J.l:r. llcRexnold.e: And didn't even turn t.hell i .n. 

llr, Gibbons: I.ncident.allY, t.he ;young man came in troa John 
Garner1a that you told Kieley to send down to me. He it not 
related t.o Garner. I. talked to Garner . 

HU.Jr: I. did, too. I. didn't tell Kialey to send him t.o 
;you. I. didn't &IJ3 anyt.hing. He'• a t8lter. 

J4r . Gibbone: I. think the bo;y U a 11 tt.le bit orB£7. He 
1
1 

cooing in to aee me again and I. 811 going to have Joe JLurpbJ 
get hi e application. He hal ~~&de one out.. To see where he 
Uvea. 

!ill.J r: All rigilt. 

Ul', Gibbona: But he hae let.t.ere trom the whole Nort.h Car­
ol ina delegation, showing that you oan get. let.t.ere trom 801 
Senator or Congre1aaan. 

Hll.Jr: Have you broke the new• to J1a about • .... 

Urt qfbb~e: •... about. t.hoee telloweT 
will e uo if they are not indiot.ed. 

Oh, I told hill tney 

~: What do you mean! I thought. ;you were turning it 
ove~the Department of Juetice. 

llr. G1bbont: I. t.old J1a that they are not onlY out aa tar 
•• we are concerned, but t.hey are luck if they are not 1nd1oted. 
That.'• not our tUld. !nat'• up to tbe Depart•ent. of Juet.ioe. 
But. he know• that.. He baa Jtnown t.bat. tor two weeka. 

• 
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J4r. Gaet.on: I aa willing to write an ineurance pcl1Q 

t hey won 1t be indicted. 
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!Ql,Jr: 'fh1 ehould we not eend t.be Preeident. a •--.r'7 ot 

Joe Wolfe? 

Mr. Gibbons: Yea, Ae I • .,, it.'e an &pPOintiYe poeit.ion. 

HM.Jr: Tbe President aeked ae wb7 don't I eend h1a a 

history ot what Joe Wolfe haa done. 

J.lr a llCR8llittd•: That I. what • tart.ed thil I 
wants Joe Wo e put back in. _ 

He laid he 

HM.Jr: Wb7 don't we turn it all over to tile Preeident and 

let t he President rater 1t to tile Department ot Juetice? 

J.lr. Gibbons: Do you want to turn the whole t1le over to 

hl.c or prepare a reeuae? 

HU.Jr: Thie ie the information it ie baaed on and then 

1t ie up to the President to &aka what disposition he wante 

ot it. Wb)' should I send it to the Department ot Justice. 

The Preeident asked me how about Joe Wolfe? Now I am aek1ng 

him and I say, tire the Ool~ctor and here•e the tacte about 

Joe 'lolte. 

llr. Gibbons: I don't ear you ehould, but I euggeat it be 

r eferred to Department ot Juetlce. 

1!1( Jr: It w1ll be, 'lord caae trom the Preeident that we 

shouiA make thie appointment and I am turning it back and allow­

ing wh)' we can 't ll&ke it ~nd that we abould tire the Oolleotor 

ot Ouetome and it goee to the Preeident. and the Preeident will, 

ot course, turn it over to the Department ot Justi ce tor proee­

cutlon. 

Kr . G~ne: You nave a letter t r om llollJ' Deweon prot.eettng 

the dhp cement ot eoae woaan to aake a place tor Land¥. I 

told her we did not. aake that kind ot political choice 1n mak­

ing a woaan a pawn. 

HM.Jr: An)'thing elle, Herbert? 

• 
yt , Qtttonz Ro. 

Hr. tvlor: Nothing. 
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!!ll Jr: You loolr. t0\161l toda)'. 
ohewiJ!lg? 

llr. Tglor: Just 118ten1ng. 

!:!M.d!:: I aee. 
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What naUa han )'OU been 

ur. Ol1p~t: A.ocording t o the newapapera, the Houee and 

Senate agre~on t he Reutrali~ 8111, but we neYer heard troe 

t he State Department about the queatione we raised. 

Mr. Tglor: I thought you d1d. 

Kr. Oliphant: Ho; the)' never responded to tbat letter. 

!!ll,Jr: What happened? 

ur. Taylor: The last I got waa t hat 1t wae being giYen 

very active cons1derat1on, but the1 didn 't have the anawer 

to it.. 

!!ll.Jr: Would 1011 mtnd writing a letter, t o r my e1gnature, 

eomet.hing 111r.e thl.e: 1CJ .dear llr. Hull: Would 1011 mind doing 

me the oourtee1 or giYl.ng me an anewer to euoh and auoh a letter? 

! will sl.gn 1t tomorrow morning and shoot it over. Please. 

Ur. Ta.ylor: Yee. 

HU.Jr: You might also inolude about t he English note eome­

tlll.ng like this: Pouibl110U would 111r.e t.o tell the Dlgl1Bh 

that there will be no answer trom the Treaaury Department., but 

1t any answer 1B made 1t will come trom the St ate Department. 

Kr. r..rsgr: Thq .baYe already been t old that. 

bave airea been t old that. 
The Britieh 

HK.Jr: But let'• put 1t 1.n writing. Let'• tell Hull we 

are gol.ng to do it. Thl.nlr. 1t oYer. You have until tomorrow 

momtng. 

Herbert , 1Do1dentall)' , I aalr.ed 7011 t o get the article 1.D 

the New Republic -- the one Kr. Hull 1a aputtarl.ng about. I 

got tb1a week. • a -- eoaetlll.ng about the Federal Reaern and the 

Treaeury , 

Mr. Q!eton; I will get that to48.1. Yea, that'• right; JOU 

did aak me to get 1t . 
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l!ll,Jr: Hu.l.l waa aputtering about aoae article 1n New 
Republic, but tbia fellow eYidentl7 wrote aoaeth1ng a co~le 
ct weeks ago that anno;yed Kr . Hull. I guen be baa neYer 
heard ot a paper called f be Ma8aaa, 

You all right, Heraan (Olipbant)l 
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Kr, Oliphant: Yea. Kr. Alle7 waa in to see •• ;yeaterda;y. 
He's represent1ng the Independent Cooper Fabricatora. 

Ur. l.laaill: Which Alley? 

HW Jr: Haa he got an ottice in New York . 

llr. Oliphant: General Cable Ccmpan.y. He waa 1n on the 
copper tax and pointed out there 11 Y&r;y great contronray i n 
copper. 

Rll.Jr: Do ;you a1nd gett1ng the nue ot th1e Alle;y to Ire;y7 
Because there 11 another Alle;y that I am 1ntereated 1n. Send 
him a little memo that this aan waa 1n and what be repreaenta. 

Kr. Oliphant: Yea, air. 

Rll.Jr: In t.he ottice I have to tell you a terrib17 tunn,y 
etor,y . Senat.or Ashurst comea in and aaya: I want. to get 
t.b1e t.b1ng at.ra1ght. He said, I went in t.o aee t.he Prnident 
tour the t our- cent. tar1tt -- t hil il very auch 1n the rooa - ­
on copper and be aaya, When I lett, the Prea1dent aaid -- oh, 
it was the other one , Ba7den; Carl Ba7den -- the Preaident 
ea1d, I Juet want ;you to know there ie not.htng doing; Juat. 
t orget about it.. We ~r• going to extend all theae aiacell&ne­
oue taxea . Juat. torget. about. 1t., Carl. So he 1a11, AI I went. 
out ot the ott1ce ;you and Bell went in. Well, next. 4&1, 
Congressman eo-and-eo wa1 down to aee the Preeident about. t.hia 
copper thing and the President aaid, Well, I don't know. Kor­
genthau and Bell have been kind ot proteating about thil tax 
on copper. Now, Carl a aye , I want. to know wh1oh etat.-nt. 
1a right , So I eaid, senator, ;you are not. aeking .. to repeat 
a conversation between the Preaident, Kr. Bell and &Jeelt, are 
;you? Oh, no! no! no! So he eaid, I wou.l.dn' t t.h1nk ot doing 
that, but I Juet wondered wh1oh etateaent waa oorreot.. So I 
aaid, Well, I will tell ;you, Senator. I will tell ;you thill 
I told the Preaident. 1t ;you want theae t.axe1 ext.en414, the 
on17 wa;y t.o do U. ie en aaaae; 110t aeparat.e t.h... I eaid, 
It t.here u an,y ohange or idea ot dropping it., I wUl give 
you 1111 word I w111 let ;you know. Yeaterda;y .lie cue in and 
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I warn you, unleaa fOU wan~ ~ baYe ano~her lbi~e Houae-Pat 
Harrison inciden~, be ~erribl1 oaretul no~ ~ make any oo.­
mitmenu. lba~ our 1na~ruo~iona were, were it we ooul4 do 
it wit.hout a rw~pua, -• ~ drop U. !boae were our 1na~ruo-
tions. And I would ~ake it tllat a ru.pua being 1n the ott1ng, 
we will not drop it. 

Yr. Taylor: I gather tllat ~he Independent• would welcome 
that . 

~: So I Juat had be~ter watob Jiq p 'e and q'• and tl11nlt 
we hidlbetter get re-ine~ruoted. 

lir, Ol,~phan~: fhe man who 11 ney auob intereated 11 John 
UcCarthfeoause ot bis interest 1n the monopolJ price eitua ­
t1on. 

HU.Jr: flle other man ie General Hugh Johnaon. 
tectl1 open about it, He'• bere ~ get the tour 
He's retained by Aaerlcan Smelting. 

He ' a per­
cent~ dropped. 

J!r. Oliphant: fhey !lave lote ot foreign propertiea. 

HU.Jr: I am not going ~ get 1n on it, But oert.ainl1 
between t he Hill and the Treasury, our word 1B the 110at ia­
portant th1ng. I t there are going to be any 110nltey- eh!nea 
about it , I don 't want ~ .nave anything to do wi tl1 1 t. 

Llr. Ollihant: Alle1 would bear watching becauee he said 
Johnson aeen me and I immediatelY had him come over with 
J ohnson. He aaid he had not aeen me, but Hugb Johneon had 
written a lett.er to Doughton quoting me and I aeked to aee 
that letter. 

HKtJr: It'e one ot t.tteae tnlnge, 
all o us. 

we had bett.er keep ou~, 

llr. OHphant: He told ID.Y un Johnaon 1:n oustou tllat he 
had aeen me and I approYed it. 

HK.Jr: carl Ha7den goes in one ~ and he geta one 111-
preuion and the nut 4a..Y ~wo oongreauen go 1n aDd t.tle Pru­
ldent aA,Ja Uorgentllau and Bell want th1& thing dropped, We 
never ment ioned 1t. NeYer diaouaaed it. Onl1 thing Will, 
a couple of mont.tla ago we were told it we oould drop i~ W1tbout 
any tua 1, let 1 t drop, but 1t t.ttere waa any full, not ~ do 

&n1tb ing w1 t.tl 1 ~ • 
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J.lr. Oliphant: He onoe aelted if it oould be done with 
trade agreement• and we found it could not. 
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The only t hing woree would be to get into the eup.rth1ng. 

Moat terribly tunnr thing -- a t Cabinet, He~ Wal~aoe, ta~-
1ng about sugar: Now the State Department doeen•t lilte it; 
war and Navy don't l11te it; Interior does not l11te it, etc. 
t1r.ally, I don't ltnow how man.r other Department• he mentioned, 

but finally He~ aaid, I have not had a chance to t~lt with 
the Treasury about . The President said, The Treaaury haa no 

obJections. I Juat howled! Now, I said, 'fait a minute. Do 

I underst and thia ie aoney ooaing in or money going out. 
•uoney oolling in . 1 Al~ right. He wae eo ted up that he aaid, 

Treasury has no obJeotione. He waa a aoream! 

l!r . Ua81ll: I went over to the State Depart.llent thh 110m-
1ng to talk to Secretary Hull about Canadian tax treaty. The 

Secretary ia in very much of a dilemma about it beoauee in con­
nection with British trade agreements , hia argument with Great 

Britain 1a we don't give preference• to an.rbod1 elae; we put 

everybody on the eame baaia. On the other hand, he aleo hae 
to have the good will of Canada . What he really wanta to 
know from ua waa whet her or not we would be willing to offer 

to the natione of the world e1milar conoeeaione on the aaae 
basis; t hat ia, ~ withholding rate tor other non-reeident 
ali ena if those countriea will give our national• a ~ rate 
and i f the oountrlea will aleo agree to give ua all thie in­
f ormation and help ue enforce our taxes, which Canada agree• 
to do . I reminded hill of Wr. Eccles end Jill Landie on the 
&ubjeot of the flow of f oreign gold and t he desire to inorsaee 

t he holding rate rather than reduce it, and that'• about where 
it waa lett. Apparently, the chances are that i f we offered 
sucn an arrangement to other countrlea there would be very 
!ow would want to accept it. I think. very likely the Nether­

lands would. 

RIJ , J r: You haven't made up your JD1ndT 

Ur. H•g1ll: No, I want to think. about it a co\11)11 of ~·. 

It seeme to me that aa tar a• I can see at the moment , it ie 

purely the State Department'• probleJD. The;r are 1n a dUe-. 
They got themeelvee in it. All right, get out. 'fe are per­

tectl;r contented. 

HU.Jr: Well , I will see ;you all to110rrow. 
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H. li. Jr : Hello 

Jlpr1l 28, 1937. 
11:08 a . m. 

Operator: Ur. Sultzberger 

R.Jt.Jr : 

5: 

H.M.J r : 

Bello 

Hello Henry . 

How are you? 

~ : 1 1m fine . Bow is yoursel f? 

B.J«.Jr: 

:;: 

B.II .Jr : 

S: 

H. ' .Jr: 

I ' m very well. 

Good . 

I got great pleasure in reading your leading editorial 
to-day. . 

Well I 1 m very glad you di d because i t cert ainly is 
very deserved. 

And I thought I'd call up and say, "Thank you" • 

~ : Well that ' s very nice of you. I tm anxious to see you. 

H.U.Jr : 

5: 

B. •J.Jr: 

We got in just a week ago. 

Yes . 
And I' ve been pretty well snowed under since then as 
you can imagi ne . 

I should think so . 

S : But I ' m gr adually pold.ng lff1 head out. Are you go inC 
to be up this way at all? 

B. II .Jr: 

S: 

R.W.Jr : 

Well we're going to be at the ra~ neat week - all 
week. 

Ab- ha. 
Ah - i f you have any incli nat i on t o run up there 
some evening 1 14 love• to have you. 

• 
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s : Well that 1111gbt be lots ot - nry nice to do. 

a .w.Jr: Ah -

s: Ah - you•re going up over the week-end. 

a .M.Jr: Yes we1re going to go up - be up there Saturday and 
I ' m going to stay there a tull week. 

s: I see. Well I 111 talk with !phie about that. 

229 

B.M.Jr : Supposing you do and i .t you - 1f you could - would 
care to coce up with Ephigeme and spending an evening 
and night with us we ' d love it. 

S: All right, well that's fine because I'd very much like 
to tal.k with you. 

B.M.J r: Fine . I - I hear that you and Roger don't agree on 
Palestine . 

S: No I don't think we do . I must say that it drove me 
very far afield but I don't know that Roger ·was so very 
much taken in by it. 

II .Y.J r: Ah-ba. 

s: But I certainly wasn't. 

B. J.I .Jr : Well -

S: I bad a long talk with your father about it the other 
day. 

H.V.Jr : Did you? 

s: Yes. 

H . ~ . Jrl I didn ' t know that. 

S: He was in for luncheon. 

H.IJ .Jr : Well - ah - our number up there is Beacon 211. 

S: Right. 

H.W.Jr: And i f - if you - ah - can - will you give me a 
ring? 
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B.M.Jra And we'll aee 1t we can arrance lt. 

S: Fine. 

R.W.Jra All right, Arthur. 

s : All right, HenrJ, many thanks tor the call. OiYe 
_, love to Ellie. 

U.M.Jr : Thank you. 

S: Goodbye. 
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outside 
Operator: Bello - hello 

B.!&. Jr : 

0 .0: 

R. li .J r; 

Yes . 

Secretary Morgan? 

Yes. 

April 28, 1937. 
11111 •••• 

0 ; Bello Dr. Anderson. Oh she must have disconnected. 

0 .0; Bello - ah - put your • ••• , • 

{long pause) 

H. II.Jr: Bello 

0: Dr . Anderson' s on the line. Re says he can talk to 
lArs. Klotz. 

B.IA . Jr : He can. 

0 : Yes. It isn' t necessary to tnlk to you. 

H.K.Jr : 

Klotz: 

0 : 

K: 

All right. 

Hello 

Go ahead 

Hello 

Dr. 
Andersoh: Hello - Kr. Vorgenthau•s- Secretary Uorgenthau1 s 

Secretary? 

K: Yes. 
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A: Th.is i s Dr. e. lol . Anderson of the Chase National Bank 
in New York. 

K: Yes Dr . Anderson. 
A: I ' • soing with Kr. Aldrich to Europe on the Brean 

sai ling - sailing late thursday night, Kay 4t h •••• • • 

K: Yea. 
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A: And I want to have a talk with Secretary Korgentbau 
and also with Secretary Hull before I go. 

K: I see. 

A: Now Secretary Hull gives me either Thursday afternoon 
or Monday afternoon. 

K: Of next week? 
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A. Monday of next week or Thursday of this week - tomor row 
or l.londay. 

K: I see. 

A. And could you arrange for me to see SecretarJ Morgentbau 
either on Monday or on tomor row? 

K: Well I - I ' ll have to call you back Dr. Anderson. Look 
up lilY schedule and see what appointments I have for 
tomorrow and for Monday •••• • • • • 

A: Yes. 

K: • •••• and I •ll let you know. 

A: Now then will you be good enough to use our private 
wire in the Washington Loan and Trust? 

K: Washington Loan and Trust . 

A: If you call them . ...... . 

K: Yes. 

A: • • • • they will put you tbrou~h to me. 

K: Oh I - I - I ' ll call you directly. I don ' t mind . 

A: Will you also switch me back to llr. McBride in 
Secretary Hull's office? 

K: I•ll be glad to give you the operator. 

A: Thank you. 

0; Hello 

A: Bello. 
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!t: Dr. Anderson wants to talk to JOII• 

0: All r tgbt • 

• 
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Present.: 

lire. not.& 

J.prU 28, lD37 

3:1~ p ••• 

llr. Ol1pbant. 
J1r . lloReJ'nOlda 
llr. llann 1Dg 
llr . Hel vering 

HII.Jt: llao, haTe J'Ou got. t.be lenere -- the exchange 
ot let.t.ere between lloore and aJeeltt Have J'OU got. t.boee ? 

~ lloJ\emlcJe: Ian 't. that. 1Jl that. file Of J'OQrf? 
(Kr. ReJ'Qo~ exaa1Ded the tile.) Hare•e a letter froa 
lloore ot Januei'J' 7: 1 I ban 70ur letter ot the llnd 1Det.. 
and auure J'OU t.b&t. I will oollplJ' with the teras of "J' 
letter to you ot December 10, lD35, 1 and the one to Moore, 
ot January 2nd, 11 here and the one from Moore of December 
lOth, and one to lloore ot Oct ober 1. 

··-~ llannit:: And the letter trom Abbott to t.be Secre­•-J Decem er 20th. 

lii..Jl!:: What I want. 11, can I b&Ye t he last letter that. 
I wrote to lloore? What'• t.be date ot it t 

Jlf• M•nn•ps: Janual'J' a, I would eq, lD30. •I ban 
JOur ett.er o Deceaber 10, lD~, 1D replJ' to a1De of •o­
nmber 9Q, which I take to be an undertaking on J'OIII' part. 
and in behalf of J'Our taa1lJ' to dUpe .. tort.hw1t.h ot all 
1Dt.ereet in P'uoue Branda Ohio, Inc., and to turn OYer to 
1t all d1Yidenda, pqaent.a and protit.e wh i ch are the reeult. 
ot J'OIII' r .. peot.iYe oonneot.1one with that. COllpADJ' or 1t.e 
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predeoee1or IJ'Dd1cat.e, ~n that aeellllpt.1on, I haTe written 
to Palloue Branda Ohio, Inc. , a letter, copy ot which I enclo1e, • 
Here '• an anner to t.ll.1e, on JanuerJ' 7, I8J'1D6 Ae will ander­
take t o oe~~~plJ' . 

g.Jr: here 11 the one ot the lOth? 
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llr. MgReznolda: And ~ere h ano~ller let.t.er troa )'OU 

t.o bUI an ano~ner troa bUI ~o )'ou. 

H».Jr: All rigb~ . December 14~ 1a ~be ou~ott l1ne . 

wnen waa t.bat. eubeequen~ order 1aeuad ~o !reaeury ott1c1ala 

t.ell1ng ~bea ~bey could no~ deal 1n a~okel 

llr. Ol1pban~: February 15, 19~e. 

HJl , Jr: Wha~ doea 1~ e&)'f Roughl,y, what did U. aa,r? 

~· 011pb.ant.: 1 Bo ott1cer or eaplo)'ee ot t.be Depar~ent 

ebal d1rec~li or 1nd1reotl,y haTe an,y 1n~erea~ -- I aa ak1p­

p1ng -- 1n an)' buelneu, t.he wncle or an)' eubet.an~1al part. 

ot wb1oh cone1ete or the product.1on, eale or d1etr1bu~1on 

co .. ero1all)' or d1a~1lled ap1r1t.e, wlne or teraen~ed aal~ 

liquor. • 

HJ( . Jr: Anyt.b1ng about hie taa11)'? 

Kr. Ol1phan~: 1d1.rec~l)' or 1nd1rec~l)'• . 

I!JI. Jr: You aee, what I 8111 doing, I apoke t.o OUpbant. 

lae~ night., We haTe been t.nrougn t.h11 Bulkle)' bue1ne11, 

I don 't. want. ~ get. 1.nt.o an argumen~ wlt.b hill, but. when I 

call nle a~t.en~1on ~o Moore'• let.~er 1when and aa I aa able 

t.o do eo•, t.ben 1-edia~el,y Bulkley will a&)' be hal no~ been 

able ~o do ao. It I can get. 1t. awa)' troa ~na~ and Ia)' that. 

att.er February 16~n ~b11 boy cont.1nued ~o aocep~ 1~, t.ben he 

bas broken t.be rule ot February 15~ and every~b1ng elae 11 

over board , 
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llr. Wann1ns,1 or oourae, t.ha~ aeana new ohargea, Mr. Sec­

re~ary . 

.IIIL...l!'.: !rue . Bu~ I ~h1nlt I aa on auoh a~er ground, 

because:Bulkle)' w111 arsue ,all rigb~ . 

Kr . e·nn1ne,: Kr I Secretary. pardon ae, be agreed ~0 8 

1 reaaona le ~ae•. 

Mr. ~cRernolde: And I han a r ecord t.ha~ none ot ~· 

~nree aa e any ettort. wba~eTer tor a t all )'ear, al~ugb ~be)' 

eold t.be e~ok. 

I!JI . Jr: I aa Jue~ aeking. I aa wondering which 11 ~he 
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better oaee to put it on. 

Kr McRe{n~cle: Thq got ad4it1oD&l. diY14encle and t.lll,f 

sold their • o and got ~ne7 tor it and the7 did not tumn 

~ ot that 1n. All or t.llat happene4 attar t.t1a7 agreed t.o 

aake restitution. I think that'• the etrongeet caee. 

HM.Jr: Dr. Welle ie Kre, Moore•• rather, ian 't he? 

Mr. HcReynolde: Yee. 

~: And he Teceind d1Y1dencle APril ~th, June &Qt.ll, 

Septii'bei' 28th and lfonaber ~th -- all eubaequent to Febru­

ary 15th. 

Kr. McRunolde: Ohecltl were turned onr to her and de­

posited 1n her account. 

~: 8o eubeequent to the or4er or FebruaJ'7 l6th, 

hie ~accepted tour cheoke, eo eYen 1t eyer.yt~ alee -­

that's t he point I aa tr,ying to get. So let •• Juet revtew 

this thing. 

le aeked h1a to do th1e, He said he would •within a 

reasonable t1ae1 • A reaeonable t1ae il troa December -­

use Januar,y, 19:58 - - to now il certa1D17 a reaeonable t1ae. 

He did not coaplt with that and on top ot t.llat thq took 

t our diYidend oheollte which were deposited 1n hia wire •• ac­

count, all eub .. quent to Februar,y 15th. 

!low, what I eq 11 an7bod7 that doee t.llat atter all that 

we ha•e gone through, 1t he can't give an explanation th11 ie 

what I aa going to eq. !hen when the Preliclent return• I 

aa going to aak h1a to di .. lll h1a. 1'h11 11 the wq I will 

put it. 

To retreeh IQ" -or.r, JWit what did Bullltli.Y 1&7 he would 

do 1n helJiing aef 

Mr. ~apt1 1'h1e ie what he ~&id: on Deo•blr &,lt3ll 

Senatore7 wrote 7011 t.llat he had eecured the conaent or 

&11 cot~cerned to the tollowlng .. t-IIPI (I han \hat letter 

here) 'Without turther tn&letenoe upon a general resulat1on, 

Moore will dinet htaeelt ot all prot1te '111 returnla& toll• 

to the Co~~p~rv- U14 the Coapa'\J will acoept thea on1.1 with 

the condition that thq be tlll'Did onr to publlo ohal'1t7 ae 

taet ae reoe1YI4. 1 
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He turt.her atatee 1n hU letter: •I oan auure you that 
it you will gin • your appronl of t.ha .. t.tleaent herein 
ausgeatad t h e let.t.era troa lloore and t.ha Compan)', which would 
be neceaear)' to oona-t.e it, will be worded 1n a tr1endl)' 
and respectful aanner. • 

Then, when you got that letter, )'OU aaked hta to ccae 
down to aee you on December 1~, 19~5. That waa by telephone. 
You called Senator B~ley and t old hta that you had decided 
to accept t.he otter made 1n hit letter of December 8th. Sen­
ator Bulkley , 1n repl)'1ng, a aid he wae glad the matter -• all 
set and told you h e woul d be glad t o han lloore write a letter 
whi ch woul d be pleasing t o the Seoret.ar.r. 

3M.J r: Ian1 t the thing tor me to do to take the attitude: 
~ am sure , Senator, you will be Just at much shocked at I aa 
to t1nd out that t h e Collector nenr haa ude &D1 ettort to 
do thUT I aa eure you will be Just. aa t hooked, I can 
start. that way. You and I d id eYerytMng we could to get 
this fellow to do it. Not onl)' haa he let you down and he 
has let me down. What can I do under the c1rcumatanceaT ' 
That' a the way I 8111 going to approach it. 'I 8111 eure 70u 
will be J uat ae ahooked a a I aa that t.h11 man has let you 
down and let me down and let hU country down. 

Mr. 011phant: Haa let you down in your dealing& with ae. 

HM.Jr: Yea . 

llr ~Q~Oldt: The strength of &D1 argwaent he a1ght. 
have itA ~aa not able t o make reatitution fal ls when you 
tind h1a accepting additional checks and not turning thea 
over eTe , although the)' all got $72,000 additional after thla 
t.hJ.ng caae up. 

(Mr. Relver1ng came in at th1a point,) 

Hll, J r: Gl.l)', I aa Just going to e chocl on your Collector 
lloore. And Senator Bulkley 11 coaing 1n. And t.hit 11 what 
we han r ound. In g oing over the correepondence I find that 
h e wrote ae - - an 1nterohange or letter• 1D Deceaber 111~ and 
J anuary 11138 -- t.hat he would gin ue back th11 a oney. •ow 
he hat not ginn ue back any or the money . Senator Bulkley 
wrote me letter• ea)'1Dg he woul d aee1et. ae to eee that. th1a 
thing -• carried out. on tebruar)' 15t.h you got out an order 
( in 111~8) telling t.haa that nobod.J working tor JOU could do 
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tbia. Botwithet.nd1Dg that, Moor e' • w1te traneterred her 
atoclt to her tather, atter February 15th •••.• 

Mr. Ol1ph.en\ •.•• who ne l1Y1Dg 1n the houae wUh her 

Hll.Jr: !hie tellow, Dr. Welle, reoe1na tour oheolte tro• 
th 1a coapaQ7, wh1oh he endoraea to Kre. Moore and depoa1te in 
ber account atter your Febi'UIL17 15th letter. 

What I tho\lght I would do , when Bulltle;r oomee 1n, I will 
a~, 11fow, Senator, I aa sure you are going to be Juet ae 
much lhooked ae I am that Collector Moore has l et ;you down 
in your deal1nge with ae, beoeuee he not onl;r d1d not 11Ye 
up to the agre .. ent, but he eubeequentl;r -- eubaequentl;r hie 
w1te aooepted tour diY1de nd oheolte t'roa Famous Branda Ooapan;r. 
lhat are ;you go1Dg to do about 1tf ' 

Mr. HelYer!ps; Aa I liPderetood, he agreed to tallt to 
lloore tor the purpoee ot' getting th.h t h ing adjuated. I d1d 
not know -- but ae I recall, waen' t he to pay that 1nto eome 
organlzat1on? 

Che'c~ii~~~ !2~~ Pay into Famoue Brande. And we had them 
~ , atter Famoue Brande had been d1aeo1Yed - ­

laet December; a year later not on e oent, by AD7 ot the three 
ot them, n e turned 1nt.o Famoue Brande during t hat tille, but 
1natea4 ot that, the;r aooepted tnree add1t1onal diYidend 
cbeolte, all ot t.ll .. , wh1oh the;r d1d not enn turn 10. 

~: Now len ' t. that t.tle right wa;r to approeoh Uf fhe 
r eaeonTwant you here, au;r, tiret., I u taking the reepone1-
b1lity, but on reading the law when it oomee to auepending a 
man or taking any aot1on, you h&Ye to do 1t. You take tne 
action and recommend to me 11' he 11 d1am1eeed b;r the Pree1dent, 
but in looking up the law the original action, I think, you 
have to take. !he t hing hae to c lear t roa you to •• to the 
Pree1dent, but ;you have t o aot. I am eee1ng h1a, but I don't 
want to go all thro\lgh the thing and t bm the.T try to !IAYe 
BulltleJ" pl.a,y ;you aga1net ., or Y1oe n r ea, but I th1nk the 
whole th1Dg, when J"Oil get down t o a ·~, ;you haye to reooa­
• end to ae that he be d1811l1eeed. 

Kr. Re1Yer1ng: I did not know that I had author1t;r to 
euapend a Prea1dent1al appointee . 

!Dl. Jr: You do it ;you charge hilll with traud and you recom­
mend t o me that he be auepended. 
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Ill', R!lYertnf: In order aot. t.o get. 1nt.o a .bole, 8eaat.or 

Bulkley aaw •e a t.ha 1noept.1on of t.h11 and want.ed t.o t.alk 

t.o ae about. 1t. and I t.old Ma t.hat. I na 601n6 t.o reoo-d 

that Koore had t.o get r1d of all that at.ock, etc., eto,, 
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and that we were go1ns t o enerel7 repr1.aand h1a. I told 

b1a that. would be _, rec-ndat1on, •ow ;you went. turt.her 

thaD that and Blll.k1e;y knowe about. that, 111 recouendat1cn 

tbat caae oYer ne after we .bad the talk w1t.h IC'. Opper and 

I juet want ;you to read th1a, eo ;you w1U llllderet.and th1e 

wae all before we had the hear1nse and when it f1ret oaae up, 

~~ fh1e 1e Septeaber 11, 19~5. 1 Reco .. endat1one 

have """'Iierit.otore been JU.de to ;you tor the a eparation fro• 

t he eer.1ce of Bert C. Brown, Secret SerY1ce; C. W. Pollock, 

Cllll tcma; and E . W. Barber, Cue toae. In t.b.ell reoo-.nda­

Ucn• I aaree, 

'In the caeee of W1111aa G. Harper, Secret Bar.ice, and 

0. E. lloor e, Collect.oJI of Internal Rennue, it would eee• 

t.b.at a d1lll111al troa the eer.1ce would reault 1D puniahaent. 

d1sprcport1onat.e t o the often .. charged tor the t oUow1ns 

reaeon: •••• 

1 I r ecommend that t.b.eee e~lo;yaee be required t.o diapoee 

cf &D1 and all 1ntereet they a&1 hold either d1rectl7 or 1n­

d1rectl7 1n l'aaoue Branda, Inc . , and t.hat they be eenrel7 

repriunded for their 1ndl8oret.1on. 1 

fhat 1 e all ri6.b.t.. 

~· Helvertns: I did aot. want. Bulkley t.o tum to ae and 

·~· You neYer aareed t.o thie'. 

I!Jl.Jr: I aa glad tohan it, !.b.en I write t.b.11 let.ter 

and Bulkley wr1tee •• ea;y1za that he will eee that thia tel­

low carrie• t h1e out. -- t.hlt .b.e diepoae of h U at.ook - which 

.b.e hal not done. !hat'• breach nllllber one. Breach Dllllber 

t wo: ;you il8ue the order of l'ebruar;y 15th, the new order whio.h 

Bulkley eaw and approYed. 

~· Ol!pnint.: 
we se one ou. • 

RK.Jr: A• I reaeaber, ha eaw the order of rebnaar,r 15th. 

Well, an;ywa;y, let'• waah up enr;yt.hUI& and Ju.et let. ' • get. 

what happened after rebnaar,r 15t.b. ~ I take not.h1D6, 1t 
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eYer,rtb1.ng elae 1a ott, we O&D a~t troa the t1ae that 

Koore aaya to •• 1n a letter that he w1ll d1apoae or hie 

stock, hie 1ntereat, and that he w1ll giYe the aoaey baok, 

Then t roa t..b.ere oa we are t.oget.b.er. 

Mr. HelYertns: We were together aner the aeet1ng 

over here. 
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~~ He 4oea not do that, Thet.'a breao.b n•ber one, 

lell~a1g.bt argue t..b.at. he ea1d .be would do1t. w.b.ec he .taea 

t1ae, A.ll right., Well, t..tarow t.het out, but, on Pe'bruar7 

15t.b., you aend a atr1ot. letter and aubaequent t.o that. .b.1a 

w1te reoe1Yee hie d1Y1den4e. She goea t.b.ro\16h a pboa,J t.rane­

action or g1Y1ng t.b.1a stock t.o .b.er tat.Aar and t.b.en he reoe1Yea 

tour d1Y1dend oheoka, w.b.ioh t.tae fellow redepoa1ta 1n , , , 

Mr. Helnrill6: He juet endoraee and gina t..b.ea t.o llra . 

Koor e. 

!UI.Jr: Sure. T.b.e kind or tallow \hat will 4o that ia 

b.e any good t.o oatoh an 1nooae t.ax eYaderf I will tell you 

.b.ow I teel, GQ)', on t.b.1e tb.1ng, I u 1n t.b.1a part.1oular 

et.ate and rraae or aind that I aa not going to argue Yeey 

much with anybody t.b.eae ~·· 'l'h1a fellow, 1n rq opinion, 

18 not tit to be a Collector or Internal Rennue, The 

Prelident aaked ae to t1rat talk t.o Bulkley, I aa going 

t.o be Yery oala and eay that t.b.eee are the taota , I aa 

11ap1y going to eay, 'unleae, Senat.or, t.b.ere 1a aoaet.b.iJIS 

that I don't mow, I aa e1aply going to tell the Prea1dent 

when .b.e o011ee back t.b.at thia aan, 1t he doee not. rnlgn be­

tween now and t.b.e l5t.b. or 11ay, I u going t o reoo-end -- I 

~ aay that llr. He1Yer1ng and I reoo-nd t.bat. t.he Prea1dent. 

disCharge h1a. • A.ll r1g.bt.1 

Mr· HelYer1gg: Y••· 
HJI • .Tr: It llr. lfoor e 4oea not 

ret.urna, Mr . He1Yer1ng and I w1ll 

that the Prea1dent diao.taerge b..1a . 

doubte. 

realgn 'betore t.b.e Prea1dent. 
reooaaend to the Prea1dent 

Tell •• 1t you .ban any 

R;; Helnr1ps: I juat 4on't aee where I get 1nt.o a 

Prea nhal appo1nt.ee. 

!!II.Jr: You .b.aYe t.o reooaaend 1t., under t.b.e law. 

Kr· HelJtr'ns: I auapend t.Aea; 7••· I alwaya aen4 
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over reoo .. endatione on euapeneione, 

p.Jr: )lqbe IIIIIJ lan611116e 1a not oorreot]J lepl, 

Mr. Helveer: lfhat I would 11lte tor 1ou to ea;r 1a, here 
1a a aan whoa tair agreement, both with the C~ieeioner 
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and )'OU, He hae not done it and neither ot ue th1nlt he should 
et.q 1D the aenioe. 

~: I w111 put 1t another wa,J: 1D Yin ot these taota, 
1t t.~taote are oorreot, what do ;rou reoo-and to me to do 

to lloore? 

Mr. Helnr1M: I would Jo1D 1D a reoo .. endat1on - - I would 
eq thathe hie not oarried out the agreement ha abeoluh]J -.de 
and the fellow who would not c&l'l')' out b1a agreement with the 
Government he ia working tor, I don't th.inlt ougbt to be in ottioe. 

UM.Jr: Tbat 1a the W&,)' ;rou teal? 

Mr. HelYerlng: Yea. 

J:l!d!:: Teobnically, aa to who ie to tell b1a, I am not 
going t.o argue with ,)'OU. It it 1a up to ae to reoo .. end hie 
diemieeal., I will. But, under the o1rouaetancee, let's a&)' 
1t' e 1our obl1g.ation to ae;r whether he' a to be auepanded or not. 
In Yin ot this thing, what would .JOU dot 

Ill•. He1Yer1~: I would recommend diemiaaal. beoauee he baa 
not. oarriid out ie agreement, . 

~: You Will reoo-d d1aa1aaal unl.eaa aoaethlng new 
1e diiiiloeedt , 

Mr. HelYer~ Yea. Th1e tallow, b;r eubtertuse, \ried 
t.o &Yo1d doing w t be decided to do. 

HM.Jr: lfhen .JOU auapend, what happenat 

Mr· Hel•er1n6: The oauee ot auepenaion 1a further 1DYeat.i­
gat1on. 

Mr· Ql1o~t: In oaae ot auepena1on ot a oolleotor, under 
the power c~rred 1n this aeot1on, The Coaa1aa1oner ehall aa 
aeon thereafter aa praot1cdle repo~ the oaae to thePree14ent 
througb the Beoretar,)' tor auoh aot1on aa be -.r de• propar. 
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Mr· Helyertps: Yee. 

JOI.Jr: '!'bat. haa t.o oome trom ;rou7 

Mr. HelTertng: Yea. 

Ji!l..h:: What. I aa;r t.o 70u now, 1n t.hil rooa, 1n T1ew ot 

what.-.e-liave here, do ;rou feel t.hat. t.he caae ia autticient.l;r 

eer1oue t.b.at t.he man should be auapended7 

Mr. Helverl~: Yea, e1r. 

queet1on about.at.. 
I don't. think t.here 11 an7 

l!!.u!!:: All rl.gllt.. '!'hen ahould we gin t.hil fellow a 
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chance or ahould we Juat go ahead and recoiDIDend hie auepenaion7 

Kr· Helvertns: Well, we have had aubeequent. 1nveat.1gat.1on 

and round all t.heae new taot.a, '!'he purpoee of euepenaion 11 

to 1nvest.1gate t.he matter rurt.ner . 

H!l.,Lr: What do )'OU think I ahould aq t o Bulkley , 

I doii"'t"Want. to trade with b1a, Should I tell b.1a we 

1ng to euapend h1al 

beoauae 
are go-

Mr . Helverins: or oouree , that. will Just continue the 

r1gbt -- the argu.ent. -- beoauee the purpoee or euapene1on ia 

to have a hearing, an investigation on i t.. 

HM, J r: Well, 1n view or t.hat, what. would 70u aq? 

Kr• HelTer'g:: I don't. know, but. what. we bad better aa;r, 

straight out, w t. 7ou aa1d a while ago. 

IIMJl': '!'bat. waa ~ r eeling. We would •1aP17 eq t.h1a 

man Aii!Bot. kept. f aith wit.h 7ou, wit.h t.he Ca.aiaaioner or wit.h 

me or bia oount.r;r , Row, unle.. t.nere 1a aomet.h1ng which we 

don't. know about, on t.he return ot t.be Prea1dent I aa going t.o 

rec0111mend to t.he Preaident that. t he Preddent. diaai .. h1a •.• 

Mr. Oliphant.: •• unleae he reaigna. 

lll!..i!:: • • . unleaa be reaigna . But. t..be deadline ia t.he 

lOt h ot-Ka)', eo we will .ake it. before t.ha Prea1dent oomaa 

back. It I don't have hie rea1a»t1on berore the Prea1dent 

returna , t.hen on t.be Preaident. 'a return I aa going to reooeeend 

Ilia diaaiaeal. 
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f{· 011ph-nt.: Ot oouree, ,you ~ not. need t.o ~ t.hat. 

at. al when ,you aq, 'He hae let. .You down 1n .Jour de&lln&e 

*it.h ... I 

lOfer: I '!Gl bet. ,YOU one dollar t.o a quert.er t.hat he 

doesn • 

Mr. Helnrins,: I think Bul.kle,y will fipt t.o keep h1a 1D . 

Mr. ~tns: He wa1 ready to quit t.owarde the end of 

t.hie, e.Y wae r ead,y t.o throw up hie eponge, ae 1nd1oated 

1n hie telephone oonvereat. i on with .JOU, 

Mr. Oliphant.: He indicated he 
h1.1D plent..Y of Chance th11 aorn1JI&. 
Koore. 

wae throUSh. I would giYI 
He got. pret.t.,y t.ir.d ot 

fii(,Jr: How ll8li.J people ougat. t.o be here with Blllltlq7 

Kao, were you 1n on t.hoee oonterenoee with •et 

Kr MoRelDQlde: I wu 1D once when Bul.kl.e,y wu here. 

I t.hirit it. waul be better it Just you and HelYer1Dg and Oliphant. 

were here, 

BOT 

fii(,Jr: I think eo. 

Mr. MoRezpolde: He doeen' t. want. the whole et.att. 

Hli.Jr: I u not. going t.o t.alte an,y not.eet 

Mr· HtlYer'gs: Yes. 

fii(,Jr: Are .JOil and I together? 

Mr. Helverins: Abaolut.el,J. 

R!JI.Jr: u I being ta1rt 

Don't. YO\l t.hinlt 

Mr. Hel•t:;'l'r: I t hink ,you are giYins thie tallow eY!l'7 

opport.uni t.,y o what. he oan. 

f!I.Jr: AB a -t.t.er ot taot., I don't. mow when I haY! g1Y• 

h1a ae •oh opport.unit.,y. 

«· 011arpt.1 ~ don't ,YOU and the eo-J.UiODBr eee hiaf 

And en oal .. 1n 1t ,you need M. 
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JIL.i!:: I t.b1JIIt that. would be better. 

A better Ollalloe for lllllkle.r t.o oae \llro~ 
t.Ae c-1 .. 1cm t.baD w1~ all!l of lohe reet. of 

ll!d!:l I han all the let.t.ere beret Wllere 11 the order of 
rebruar;r 1.5~1 

244 

Ill". Ol1phant.: I t.h1JIIt t.ne other Ul)ort.ant. t.h1116 11 Bul.kl.er'• 
lett.er to you where hi ulte• the propoeal t.o you wh1oh 70u de­
o14e toaooept.. 

¥{· Relnr~: 'l'hat. 11 the propoeal where hi 11,11 he w111 
PIIJ' to aharlble 1net.U.ut.1cme. 

Kr. 011ph!pt,: Yee . 
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April 28, llll!7 

Present: Mr. Oliphant 
Mr. Helnr1ng 
Mr. MoRey no l4e 
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J:IM....h": Mr. Heher1ng and I aaw Senator Bulkley, pre­aent~e faote to h 1a, told b1a tllat we were eure tllat he would be Just aa aucA ahooked aa we were and he aaid, But. J.loore baa a88ured me tbat. he baa g1Yen aoney to ohari ty 1 So I Bald, I don't know 8Jl7th1J16 about that , but we ba-re a statement froa Mr. Abbott tbat he baa not gl-ren 8liJ' aoney to the P'a.aoua Branda coap8li:J, which waa part of the agree-ment eusgeated by the Senator. 7Ae senator .. ld tllat he bad no recollection of that; tbat he inquired of Moore if he waa P&J'1n6 baok the aonq and Moore ueured h1a he had given a portion of the aiDOunt to cba1"1~. I read Senator Bulkley hi8 own letter 1n which he etated that the 1110ney should be gl-ren back to Faaoue Brande and he aa1d that that had ent.1rel:J a Upped hie aeiDOl')'. I then went onr the varloue letters allowing 111a that. Moore had agreed to si-re 1t back to Famous Brande and the etateaent from Famous Brande that. they had not recei-red 8liJ' of thle aoney. 
1'hen went into t.he aecond phaae: that after our 1n­atruot.ione of February 15, llll!6, that Mre. Moore'• father rece1-red four cheoke, three of which were depoeited to her account, wh.1ch wae 1n -riolat1on of our order• ot P'ebruiLl')' 15th. Senator Bulkley aal.d that. th18 pbau of the trana-actlon wae Juat unbelievable to h1a. 

I then at.arted t wice t o e&:J t.o h1a what I would do 1t there was not. 801118 k1nd ot an explanation and Senator Bulkley begged ae not to 8&7 what I would do until he had a chance to 1nqu1re. InaaauCA a8 hla whole att.ltude wu that. of a Mn who waa 8tunned b7 the 1nfOI'IIat.1on, I aaw no reason to change aT attitude, which waa, nu~elJ': that. I aleo waa 8hooked and I aaid, t wo or three t.1aaa, •senator, Moore baa let you down. • 

During t.he couree ot t he oon-rereat.ion, Mr . Hel-rer1ns backed ae up. 

! he Senator aelte4 llr. HelYering 1t he had uaa1ne4 the llll!6 returne ot either llr. or lire. Moore and ha eald he had not and the senator eusgeated that he do eo; that 
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t.bere ll1gllt be aoae expanat.1on 1n the returna. Mr. Hal'rer-

1118 ea1d he would, but ha d1d not t.A1nlt he would find an,yt.h1ng 

beoauee t.Ae check• had been depoait.ed to the acc~nt. ot Kre . 

uoor e. I l\166eBted he &lao exaa1ne the lQ34 and 1Q315 returna 

t or both Mr. and Kra. lloore and Kra. lloore•a tat.Aer. HelYer-

1ng ea1d 1 It. ia not.Aing but a waeh eale. 1 

I then aelted the Senator 1t he would g1Ye ae a011e anawer 

w1th1n a reaeonable time, emphaai&1ng the word •reaaonable' , 

and he aesured ae he would. 

He gaTe ae the 111preaaion ot e1ncer1t.,r and tll&t he reall.J 

seemed quite stunned and upaet OYer t he eecond pbaae. 

Nct.e: Att.er t.Ae Secret-.r:r d i ct.at.ed the a boTe at.ateaent, 

the following general d1ecuaeion t colt pace: 

Kr. HelYertns: Tne onl,J thougnt. ie, 70u will be &W&7 

over next. weelt , Tbat. rune ua up to lla7 lOt.h. 

HII,Jr: Well, it he c&lle up, do 70U want t.o aee h1a7 

Kr. Relnr1ns: Wo. 

~: I will tal.lt to h1a when I get back llonda7 a weelt, 

And ~aea h1a llonda7 week t.bat ia atill before the Preai­

dent. get a baclt. He won 1 t. oall ae an,yhOw. 

Mr. HcJ\t~old!: I bate to let t.he ot.Aer oaaee go 1n­

def1n1t.el.J, ~I aa at1ll ot the opinion t.hat • ••.. 

~: I don't th1nlt, lfac, I would •on on the other 

t.h1ng--oeoauae I can't tire a Secret S&rYice aan without 

!iring loloore. 

Mr. MoR!znold!: Wo, I don 1 t. th1nlt ao. 

~: Aa loll& aa he taltea auoh a quiet. attitude about 

1t., YOiii t.alte the aue. Wow, 1t he tight.a ael I told h1a 

a OOQPle ot t.1Ma - I aa1d, I can 1 t. s o 1nt.o t.h1a thtng again. 

Bulkl~ aaid, well, ha had ginn the t hin& -* aore t.1M than 

it daa&rYed, I aaid, 'I Juat can't so 1nto 1t. again.' !here 

11&7 be aoae explanation, but I oan•t. 1aag1ne what poaaible ex­

Planation thara 8&7 be, ADd I aa not going to get azo1t.ed 

about it the wq I did aat t1ae. And it he arsuea with ae 
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I don 1 t. mow 'lbat. he ctm •a.r. !he aan d1d not. r.t.urn t.he 

aone7 t.o t.Ae Collp&nT ae t.he7 116l'ee4 t.o, and then t.he w1te 

aubeequent.lJ -- now, t.he7 ~ t.r, t.o •a.r that. ~e tat.Aer 

reallY owed the daughter. 

Mr. Hehertllf: 'l'he daught-er owed t.Ae father, and •• a 

reeul t abe tran? erred t.Ah e toolt to her tatur t.o P&7 that 

1ndebt.e4neu and he turt.Aer cle.1u t hat endordll8 d1•f'14enda 

t.o her 1e turt.Aer &dYancetaent t.o her att.er ahe had pa 1d 1t. 

back. The tat.Aer• • atat.eaent 1n the report waa t.bat. when 

ne endoreed checlte oYer t o her 1t. waa tur~er adyanceaent. 

to ner, •• he had been ••k'ng before . 

RK.Jr: He helPed her b\1,1 the houee. He would han t o 

show eoae reocrd that abe bought. t.ne houee and he adwanced 

the mone7. Wh7 not. beat t.he gun and aend eoaeone out there 

and aek thea t o ahow ew1dence that. he adwanced aone7 t.o her. 

How much aone7 doee she et.1ll owe h1a? 

Mr. Kefwer11!6: He etat.ee he ad1Bll08d, one t1ae, 13,000; 

anot.her , I ,600; and anot.ner, $450.00, and he t.oolt t.hia 

stock tor thole adwanceaent.1 and t.ben when the 1nweet.1gat.or 

asked b1a wby he endorsed ~e d1w1denda, he 1t.ated 1t. waa 

turt.ber adwanceaent along t.he eaae l1nea. 

Hll.Jr: Wh7 not. bawe Ire7 t-elephone and ban aotaeone on 

t he 1pot. qlllck and - lte t.Ae tat.ber produce t.he ewidence that. 

11~ l oaned t hil aone1 t.o t.he daught.er7 

Mr. Ol1pbant.: or, better etill, t1nd out what d1epoei­

t ion t.be augnter aade ot t.he aone7 -- whe\Aer or not. it wae 

tor t he houee. 'l'nat. lligAt be a aat.t.er ot public record. 

Mr. Helnrtns: 111 reaot.1on waa that 1t tne Senator toUD4 

out. that. tlll.e wae t.rue, he waen•t going to bawe au.r. 

pati ence. 

Hll. J r: I aa eorr,, Oq, I don't agr.e with 70u. But. 

w1ll 70u take a auageat.ion troa ae? You go baok t.o 7our 

otti ce and 70u hawe Ire7 get. a aan t.o Cleweland Juet. ae taat. 

•• he can and aalte \he tat.Aer and \he w1te ahow n1denoe, 

t1.ret, ot puronaae ot the houae and what. aone7 the tat.Aer 

d1d adwanoe to her, whet.ner 1n check or oaah, \hroue;A t.he 

whole t.ranaaot.ion, beoauae 70u will t1nd t.Ae7 w1ll t.r.T t.o 

bUild a oaae t.Aere . A.nd get. a aan out. t.ber. ae taat. aa 70U 

can. 
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llr, HelTeriM: rou are oonTinoed t.Aat. Bul.kle7 1a soin& 

et.ay wit.h lli.a all)'now? 

!IM,Jr: Abaolut.el1! 

Mr. Helnrins: !llat. waa IQ' 1Jipreaaiol1 betore we w111t. 

int.o t.hla meeting. 

~: He'• quiet. naw beoauae he t.hinka he'• licked, 

but ~ t.lllnka he haa a peg t.o hang it 011 he will get 

nry det.enained about. 1t., But. it 7ou doo 't •ind, so 
back and get I.rq to aend aomebod7 1.amed1atel1 and go into 

t he t.ransaot.iol1 ot tl!.e purellase ot t.he house and the qusation 

or the attidaTit.s t.o show t.hat. t he rather loaned the daughter 

the monq, I.n whoee name 1e the tit.le to tile house? 

Mr. Ol}¥hant.: Yee; I. would like him to atart. there. 

St.a.J aw11 om the tat.her, Find out. who own• t.lle houee, 

wno oms the 110rt.gage. And then in the prooeu ot inTeati-

gat1ng tlle1r returna, go t.o the bank and get. a lilt. ot her 

pa,yment.e againat. the purellaee ot the house, betore you so 
t o h111. 

~: But go back t.o t..ll.e date or tile purc.b.aee ot the 

llous~ aee wllo bought it. I t.llink we could go t.o the 

bank and eee all ot ller olleolta and all ot her tat.her'• eheoka 

and h11 cheolta, 

llr, oppbapt.: • • • it t.llelr i11o011e t.ax ret.urna are under 

1nnat.1ga iol1, 

.I:IK.....l1': I would go baolt •• tar •• 11eoeuary . !alte IQ' 

word-ror-it.: it he can get. ao•et.llin& t.o pro-ye he did lend 

the aone7, he will begin t.o t1gllt., but. it he t.llinltl lle ia 

l1olted, he will continue t.o aot. as hi did. 

llr.nil1phaqt.: And it. will make a l ot. ot d1tterenoe it 

t.he7 f1 that. t.n11 Fedaral agent. 11 111 t.he banJt , 

!IM.Jr: And I. would t.alte 1t. up Just. •• aoon •• you get. 

baolt t.o 70ur ottloe, 

Mr· HelTerlps: I will. 

!lll.Jr: It. would be amuain& it we round t.hat. Moore bo1161lt. 

t.he house aDd paid tor it.! 
oOo-oOo 
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WASHINGTON 
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The Seoretarr ot State preaanta hia oo.p~nta to 

the Honorable the Seoretarr ot the ~eaaury and retarr1Dg 

to a oo--nn1oation dated Karoh 12, 19:5'7, and to aUbaequant 

oommunioationa to the Secretary ot the ~eaa~ in regard 

to reoent atatementa aade in the Japaneae Diet b7 the 

Japaneae Kiniater tor Poreign Atta1re enoloeee tor the 

information ot the Seoretarr ot the ~eae~ a oopy ot 

deepatoh llo. ~.0 ot April 1, 19:5'7, troa the "-riou 

J.lllbauador at 'Jiolqo whioh contains intor-tion 1n regard 

t o the lAM eUb~eot. 

Elloloeurel 
Proa l!abul7 Tolqo 

April 1, 19a'f. 
lo. 2:5.0, 
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To: 

Froaa: 

Secretar,y Morgentbau 

Dr. Buraeu 

259 

April 28, l1J:5? 

Treaeur;y bond ll&.rket •• quiet todq 111 th a ta1rl.7 good 

tone. Prices &bowed little Yarlation during the c1a7 but 

aoet ieeuu clo18d higher than ;yeeterda¥: tba lollS banda 

were unchanged to 4/:52 better, w1th the exception ot the 

~lise ct l1J4Q/52 ott 2/:52; the re-inder ot the lht was 

generall7 unchanged to 2/:52 better. At the clcee quotation• 

were at their beet levels t or the da;y. Treaeur;y bond turn­

over on the board wae $QOl,OOO. H.O.L. C.' e were up 4/:52 to 

5/32; r.r. M.c.•e were up l/32 to Q/:52. 

Treaeur;y note aarket quiet with a tiraer tendeno;y. The 

l - 3/Se ot 1Q4l oloeed up 15/32 and the new l - l/4e up 4/152; 

remainder ot the middle and long ~~&turitiee were up l/152 to 

2/152. 

Doaeetic bonde were dull and pr1cee generall7 tended to 

be eaeier. In the eeoond grade group, util1tiu were ott 

traot1onally to 1 point; 1Jlduetrl.ale and ra1le were a1xed. 

On the high grade ~ket recent retund111S rail ieeun were 

ott .. all traction•; 1Dduatriale and eeaeoned ieeuee geD­

erall;y were etea4¥. 

Fore.lgne were aoetly atea4¥ and quiet, w1tb few price o.~~a~~&••• 

Purohaeed tor treaeu:r'1 toda7 $1, 000, 000 a1eoellaneoue 

Treaeu:r'1 bonde tor account Governaent Lite Ineuranoa Fund. 
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TO 

·-

TREASURY DEPARTMENT 

'I'll• s .. nur, 

Mr. Ta7lor 

INftlt OI"PPa COMMUNICATION 

Dlll'lll4l the out taw de.T• I • &OlD& to &1,.. ,.. ftr1ou tboacua 

t hat baT& oaournd to • 1D -•Uoa wUII aaftNl of ov probl_., wlt.ll 

26Q 

a rta• to JOU.r llo'flq til• before JOU durlq JOV "N0411ll period• Mzt wall:. 

T .. terda:r attar luoh I bad a loq tallr w1 til W&rrlller Joolaa Oil 

the queoUooa of f1Mn011llo gold, ah. Ill OOilMOtlOil w1 tb tho t1MD01q, 

I rnartad to ooa of our oorllar d1oouao1ooa 1D wb1cb I bod aat.d bill to 

g1TO soma tbougbt to tba Uoo of tho groao _,.t of Blllo wllloll t llo 

banldng o:rot• oould proporl:r b.u4le, tllo proper •tuntlu, tba •xt­

IIIDOUO\ wb1ch aboul4 •tva oa quartorl:r 4atoo, ato. Be ... 10-d tb1o 

dhouuloo ood 1o lla'flq llh •• 4o - liDnt oa lt. I l11<e•1o• tallro• 

to Larry 8oltMr about the probl• tb1a 110rolq ood ha 11 1nftoUpt1q 

the eub jaot. 

lbat I haft pan1oalarl:r 1• alod 1o tbot p ftn a debt atruatvo 

of Sll hlllloo 4ollara, utiaatod aonoa1 rooo1pta of appro:datol:r ' blllloa 

dollara, aod aatiaatod quartorl :r rooa1pto froa 1ooo.e taxao of ao:r fOO 

111ll1on 4oll&ra " oao probahl:r tb1olr l o t&l'M of 110t only a ll rgar totel 

llliiO\Ult or 111lle, but alao lo toi'IU of l&rgar -• te tall1D& duo oa tba 

quarterly 4atoa. ft til b1par p111ral racalpta •• a ••• raotor oo4 tllo 

Social Soourlt:r taxa• alao praaaat, 1t 1a ~ blpnaaloa that " oao tb1olr 

In tanu of, ao:r a bllllOD 81lla , without 1"1111&1111 tho noll: of lartq too 
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l&r .. 0 floa~lll& 4ellt, OJ' pu\\111& U OM\IIU W7 0 W - ....... 

our poeltloa \0 tbat or u 1D4utrial MaMn ftllla baa •••W 

Ua bulaaN ant noratora lh o .. ll noalp~a to au onaat \!Ia\ 

ollora aa la an MJ"llu pariot ltliJ'J'eDt la4ob\adMN or tl,OOO,OOO 

wou14 ba ... beea .. ~. \aUJ nneat la4all\o4auo or \'111M \lod 

-t woul4 be eatlJ'OlJ OODNJ'fttl .... 
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MN?Rt!JVW 282 
AprU Sill, U13'7 

To: 8ecretU'7 Morsent.bau 

Froa: Dr. llurgeee 

Treuury bond prto .. roee toda7 in quiet trading. <luotatione 

on the board advanced eteadily and oloeed at the hi&he of the 

~. nth the long .. turttiee lO/~a to 15/~a up troa 111terda7 

and the rut of the liet generally ~/:52 to ll/:52 up. Treuu%7 

. bond turnover on the board wae $G05,ooo, about the eue ae 

yeaterdaJ. In the 91aranteed group the H. 0 , L. 0 , 1 1 were 5/:52 to 

16/:52 better than yesterday and the r.F. K.O.•s were G/~2 to 

1:5/:52 better. There wae a little activity 1n Treaeu17 notes and 

the aarket was fira. Oloeing quotation• on notee were at the 

highe of the day nth the 19:57 to 1941 maturi ties generallY 

:5/19 to 4/32 better than yesterday, The 1 :!/Sa of 1941 and the 

new 1 1/4• were up 5/:52 and 7/:52 r eepectively, The reet of the 

list wae unchanged to li:!2 better. 

Domutic bonde were f airly aot1 ve in the firet two houre 

and pri cee firaed fractionally. Prtcee eaeed ott el1ghtly 1n 

dull trading during the reat of the day and at t .he clon both 

high and eeoond grade bonde were uall tract1one up troa 

yeeterda7. 

For ei gne were generally eteady and quiet. Brazilian Govero­

aent bonde were weak on unfavorable cable advioee, and the el• 

were ott aore theA a pointa. 

Purohaeed todaY t479,000 9-7/af Treaell%7 bonde of 1955-80 

tor account Oovel"llMnt Llte Ineuranoe J'wld. 
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' TREASURY DEPARTMENT 

fN1'D ~ COMMUNICATtON 

..... ~ • • lilt 

TO !be Se-~'J' 

·- 111'. faTlCII' 

Our lunollooll w1 \II Oo-··'117 laTOlftd a ftl'J piiOnl Uaoueloa or 

capt ~U- bu1Maa &f'll .. , tb. ortiiiOta llol8M1'Sit approaoll, ... M81slac 

e tully o..,loya4 popWlaUoa aa4 tbe1r ablll\7 to aw14 tile orale• praftloat 
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111 tba cap1~eUo worl4, oto. Be adftlloo4 \be llltoraUoa \!Ia\ \be~ SO'rtot 

_,. ooo~o a~rt had - to tho OOilolua10il tllat DO ~ll~l ahaDpa 

bad boo11 -do ill tho oap1 ~lhUo •111- ud tllat tberatora aDOtbar 4epraaa1n 

would appear ill \!Ia 110\ too dh\all\ tut11ra, probablJ bot- 1'!9 ud lNl, 

and that owlllg to tho """U7 ot tbo lut 0110, tbat tho oap1talhUo worlt 

would 110t bo 1D "1'1 pod poet \loll to •ot tile 11o:r:t oM. Be _, lato ~. 

11 tuat1o11 at - l oll&* and ...,baa1aed the rut tbot ooo~o 4huton 

ot thh obaraator 1Dnl~bl7 lad to pollUoal dhaa\oro ud tbat pollUoal 

and aoo11c.io dlaaahn ot~a produoa4 ,..... , that bia ooutry •• tar tra 

tatolhUo ab011t tba aHuaUea and \bat U wa 111 tlla ap1rU of ooopara.tlac 

wUb other uUoaa, who M.d aquallJ poeaor.l •Una, t•t he felt tbat tlla 

meaaago wbiob ho llad OOBTOJ&4 to ,.... ohOIIld be 1atorpratod. 

Be alao dleft-d at - laactll tho groat -.rtat tor oo~ tJPO• 

ot .._r1...., produete 1a bh OOIUltry , 1a pert1011lar -•• produotloll -ollliiOI'J, 

that it tJa. doelra oa bOth aU .. WN pro-t, a 11'06\ ... 1 Of bua1M .. 

oollld bo doae botwaa tile two ooatr1oa, but that , aaturaUJ, tbera wra 

oal7 thrao -\beda or peJaat- .,.... , pld aad aratite. Be tllea .... the 
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2S4 

dlnot qu .. uoa •• "wbetbar ~ llal'" S'&wo noW " iaON&N Uo 

bue1DUO nth the S0'1'1ota, "wbleh I rwpl1e4 that I u._d tllat .. Ut. 

Be ratorred apill to tha olplt1aaaoe and pooollllo 111awrtoel 

lJIIPOJ'tenoo ot t ho IIOOa&p wllloh he hat UU"forad to 1ft ... srwat 

poteatlol foroo tor world oooDo.lo otab1llt7 oad poaoe. 

'!'he oal7 otbar Uroot qu .. uoa whlch he aoll:o4 woo a hJPOthoUcol 

ODe, U to tho OftOOt Of SD lftOrlJI& tho prloe Of SOld On OIIJ' aartoultural 

products oblch " orporte«. I ropllo<l that I tlloll&llt that tho quaoUoa 

anon rod 1 teolt and that the qu .. uoa ot tho sold pr1oo wo u l na dollowt 

ln tho nooepopero - on tho one bond bJ prore .. 1ollal econo.l no and oa 

the other bond 'b7 other a who lllgbt bon a rather 41root -x>oeulatl.,. 

1a.te:x..•'· 

On t he whole, o-noli:J wo ...,ry exponolw and a u opperonU7 

8'01118 out of ble W7 to gin uo the So'l'1ot progroa,oe be CO'Y8ra4 

proctlcall7 oYoJ'fthlng 1a tba ll:ncwn world, 1ncludla& national dotoaoo - wllloh 

he eold woe 1n oxoolloat ollopo. .u JOU lllgbt pther, Aroblo ana I u a 

not bon too IIUOh opportuai tJ to 1Dtorrupt ODd ooathad ou.r roi!IOfto pro"7 

much t o queot1ono ODd o-nto on tho a1111larttJ or tho pro'blou, DO Miter 

what OJOtU )'OU happen to Operat e UDder, o.nd tho root that 0 CJ'OOt MJ17 

cbane:oe bod hooD .a. 1D. ftrlouo ooDtrol 1100haal- oblob lllght Mtortall7 

altar tho otandor4 OJOlloe.l patton, but tbot n oora _.. or laoo 1a 

tho pooitlon ot bowing daat goea en outoaoblla whloh had not bOoa 

toato4 u tull ~ ODd tbot 1t ~4 he 41tt1oult to 007 that 007 ot 

tho part1ftlar oontroh wotU he - l •tol7 orr .. u .. aatll tba7 had -

giftD a -oro o...,loto WHo 
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I touohad brtotl7 on aoDt ot the leaeona whi ch .. thousht 

• • bd leaned aa a rewl t.::: •• ~~:.r:~ period, both in dOO!eaUa 

ud rore1SD t1Duo1111. I *••llo l brietl7 on the alial>t alteraUoa 

in tbe pattem tor rore1p tlnuaua whioh •• eppeariDg t11roap 

tho inotrumentel1 the or orputaatlou like tba l~rt-Illlport 

BaDk and tbo ~rit1ab OYer•••• Credit , eto. Thio reference to tbo 

E:q~ort-Import lleDI< oouood h111 to aay that ble country waa barred 

by tbe •ohnoon ~ot, but tbet or oouree be tolt tbet their a1tuat1on 

was ent1rel7 41 rtoreDt rro. the COimtrioe whiob bed dotanUad oa 

t heir war obllptlou. I eaid tl:llt tbla no a quuUon with whiob 

be wes entlrel)' taa111ar aD4 tbat it would bo u .. loae tor ue to 

touoh on it at thh tille but that it would be extreely dealra.ble to 

olaar up the miaundoretcding wb1oh exhtod. 

Aa we lett bo rerorred to the poaaibility or additional ooo-

nreatlous witb you. I u-4 tbla to aO&D tbet be ie awaitllla 

further inatruotlona fl'OII b1a Goftl'IU:IIInt following tbe opaning Of the 

account w1 th tbe 7edoral.. 

Tbe doaoriptloa I beYe g1Ten abo.,. oOYera wbet I oona141r the 
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moat illportant quutlona ud atat-nta wb1oh ha raiaad. '!'hare waa • 

ontain 81110UDt or a441 uonal conYeraat1oa whlob I cu g1Ye you it you 

would .,..... to h&Ye lt, lnat I 46 DOt tb1DII: tbet 1.117 or 1t •• part1ooalarl7 

aiSD1tiout. 
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R.loi.Jr: Hello . 

Apr il 29, 1937 . 
9:12 a. a . 

2SS 

Operator: Cha~rman Eccles - go ahead. 

R. IJ,Jr: 
Uar riner 
Eccles: 

R.U.Jr: 

B: 

R.II.Jr: 

E: 

R. IJ.Jr: 

E: 

R.ll. Jr: 

lil: 

R.U.Jr: 

E: 

H.N.Jrt 

E: 

R.K.Jr l 

B: 

Hello. 

Hello. 

Uarrwer . 

Ah - good mor~ . 

How are you? 

Pwe this mor~. 

Two things. F~st place unless you know some good 
reason why we shouldn't we're going to go ahead with 
our oWe months stuff next week. 

No I don't know of any good reason. I think I would 
advise sticking to it for another week and see how 
it ' goes after the increase goes into effect. 

All right - that's that. Now the other thing - I 
don•t know whether Taylor's had a chance to tell you 
but the Fed in New York got a cable from the Russian 
State Bank askWg - that t hey'd like to make a deposit, 
see? 

I talked to George Harrison last night ••• • • 

Yes. 

•••• • and he ' s sending down this morning a copy ot 
the cable and a copy of his suggested reply. 

Right. 

And I'm going to get the Board to approve or it 
this morning. 

Fine . And then would you nnd sort ot just takin& 
a little personal interest in it because - ah - ab 
I sather troa Wayne that we aay go up against a little 
resistance w Bew York, see? 

Yes • 
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B.M.Jra See? 

E: Well - ah - well I'll follow it through tben. I 
didn't get that from George . The cable tb&t he read 
to me over the 'phone was in substance - ah - ah -
right along the line of the memorandua • •••• • 

H.loi.Jr: Yes. 

E: ••••• that he sent down which you saw, or course, 
about a week ago. 

ll .ll.Jr: Yes . 

2S7 

B: Ah - and I told 'him that 1t be 'd send the cable down 
we would send him up a copy - a statement to the effect 
that we bad advised the Treasury, sea? 

H.K.Jr: Yes. 

E: That we would approve or an application •• ••• • 

H.N.Jr: Yes . 
E: • • •• •• when it was submitted by the Federal Reserve 

Bank of Hew York . 

H.M.Jr: Yes. 
E: So that I'll- I'll check- ah- I'll check •••••• 

B.ll.Jr: Wall I - I juat - .a7be I '• a litUe over-suspicious 
but - ah - I don't want all)'thing on this becauae I 've 
given .y word , see? 

B: 

B.ll. Jr: 

E: 

B. ll. Jr: 

E: 

' 
Yes. 
And I'm anxious that it go through 1n a perfectl7 
orderly manner. That's all that I wanted. 

Yes . 
And 1t there'll &D1 questions raised I ' d appreciate 
it 1t you'd let either Wa,.ne or 118 knoW· 

Well all right, I'll • • • ••• 
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H.M.J'r: low there IDil7 - uybe I ' • all wrong and uybe i t will 
go tbrouch in a perfectly norul IIIIIDDer. 

E: Well I think it wi.l.l it the - it the Central Bank ot 
Russia, ot course, will subait the atateHnt in the 
usual -make the usual application ••••••• 

H.M.J'r: Well that •••• 

E: ••••• and I , ot course, I assume they will becauae 
Wayne - Wayne told ae that he had talked to thea 
and they - they raised DO objection to the r equire­
ment as covered by the Harr i son meaor andua. 

H.M. J'r: Well thet 1 s all to the good and it - and it oothin& · 
else came out or this it .we got the Russian Ba.nlt t o 
make their f i rst public statement I 1d consider that 
a great accomplishment . 

E: So would I - I 'd like to sea it. 

H.K.J'r: Sure - so would the rest ot the world. 

E: Well we ' ll know whether they will or not pretty soon. 

H. ~.J'r: Well I - in - in - you - y ou - you see I asked - we -
we •ve given you what ' s in the back of our minds. 

E: Yes. 

R.~ . J'r: We haven't t old it to Geor ge . 

E: Yes. 

H.M.Jr: 

E: 

H.M.J'r: 

E: 

H.II.Jr: 

E: 

And he's just dying of curiosity. 

I see. (Laughs) 

See? 

I see. 

And we simply say this is what we like and we 

haven•t &ivan~ reasons • 

.lh-ba . 
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1t.ll.Jr1 And he wants r easons and we haven't given h1a &Il1• 

E: I see. 

lt.M.Jr: So - ah - if you 3uat give it a little - 3ust kind 
or watch it, see?' 

E: Well I- I •• ••••• 
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H.v.Jr: It uy go through perfectly all right and then again 
it may not. 

E: Well I -I- that's right . Well I'll watch it and­
and - ah- George hasn•t replied - hasn' t sent the 
cable - he read it to me on the •phone ... .. 

B.JI.Jr: Yes . 

E: ••••• and- and I didn't particularly like- well 
the - the - the - I asked him to submit it •• •• • 

R. ll . Jr : Yes . 

E1 . . . . . and told him •• • • . 

B.V.Jr: Yes . 

E: •• •• • that the cable - ah- should be worded in two 
ways - at least the last part - one wss it would 
indicate that he knew the Board of Governors would 
approve of it and the other was that he didn't know 
&J17th1n& about allT previous diScussion of this thing, 

see? 

H.ll . Jr: Yes. 
E: And I felt that the cable - that a cable should 110re 

or less indicate that he was somewhat familiar with 
some previous discussion. 

R.V.Jr: Well wh7 not? 

E: What is i t? 

H.ll.Jr: Wh7 not? Be - he .... . 

Regraded Uclassified



- 5 -

E: Well I think that - I - .. 11 be said tbat be would 
be perfectly willing to do tbat •• •••• 

R. ll. Jr: Yes . 

E: ••••• ah- if he could get something trom the Board, 
see? ••••• 

R.Jl.Jr: I see. 

E: •••• to the errect that he could indicate that. 

B.U.Jr: I get you. 
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E: You see? So I told h1al it he ' d send it down this 
1110rning that I would get it cleared and I'll - by 
noon and he could send his cable ott I thought alon& 
the line that would indicate - at least that he wasn't 
entirely unfamiliar with the tact thattbe matter bad 
been discussed. 

H.ll.Jr: Ah-ha . 

E: See? 

B.M.Jr: Fine. 

E: So that ' s where it stands now. 

B.ll.Jr: Thank you very much. 

E: All right, goodbye . 
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Q:~ group meeting, 

Preeent: Mr. Magill 
Mr. Ol1p.bant 
Mr. !A,Jlor 
Mr. Gaeton 
Mr. Ha&l 
Mr. Gibbon• 
Mr. Loohhead 
Mr. lloRe.rnolda 
Mre. Ilotz 

Hl!.Jr: Did an,rbo4,y tell .rou (Haae) w.b.at Lionel Ed1e 
wanted? 

Mr. Haae: Yee. Seltzer told me tbat he oue in and 
lt;f uo.retar,r told •e tllat he oalled •e .reeterdA,J mom1116, 
I gueee, Did .rou eee him? 

271 

ot c~1 No. Are J'OU strong enough to digeet Dr. Anderson, 

Mr· Lo?nhead: Did .rou read Edie'e epeeollT 

p.Jr: llo. 

Mr. W?tiead: we are go1116 to lower the prioe ot sold. 
T.ll&t I e a ere ie to it. He 11ade a epeeoh at the Oh&llber 
ot Co•eroe, 

IDL..lr: Herbert (O&eton) I wae ltind ot tl11nlt1116 I would 
talk --ertlier t or reoord or tor beolt6J'ound t odA,J. I .b&Ye 
satisfied .,eelt wllat this eell1n6 in the aarket ie and all 
that. Lt • 1 detin1tel7 in England. I .ban epent houre and 
lots ot aone.r on it and I .. thorougl117 satietied what 1t 11. 
I wanted to e1ther aek eome new1paper to mate an independent 
innet1gat1on, g1Yin6 a pretty broad hint of what thq would 
find, or s1n 1t to tlleee boys t or beotground. 

Mr. ga•top: I th1nlt eo. 
baoqroun £o the•. 

I think .rou oould talk tor 

HM.Jr: Wllat do 7011 th1nlt, George (Haas) T 

llr. ~1: I th1nk 1t'e nr.r dangaroua to ellp out 1ntor-
.. t1on wii oh .rou th1nlt 11 the oauee. I think there 11 a 
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rat.ller tundaaent.al 11t.uat.1on which hae a r .. uu. ot etook 
aarket. deol1ne. ror one t.h1ng, the ttret quarter eerntQge 
at.at.e•ents det1n1tel1 do not abo• the 1noreaee which wae 
expeot.ed 1n tenu ot 'folue ot produot.1on. I han a et.at.e­
•ent here on that. You &leo Dad pre'f10U8l7 tne ant1o1pat.ed 
expansion due t.o turt.her pr1oe rue, au waehed out. It '• juet. adjustment taking place. 

HK.Jr: I don't agree with you at all, 

Mr. Haas: I would like t.o have a chance to talk to you 
about lt. 

Hl!.Jr: It 'e another pepper a1tuat.1on 1n London and 
t.llere 1e a d .. perat.e 11t.uat.1on on 1t. I .b&'fe apent an 
awtull7 lot. ot t.lJie on 1) . 

Mr. llaae: I don't. a~q that.' a not there, but. aU tneae 
ot.her reaeona are there. 

rigllf';d.: True. But there ia an acute situation in London 

Kr -Haas: That. may be, and t.hat•a one ot t.he taotore 1n 
it, bU!;iou -.y h&'fe a doaeet1o e1tuat.1on wn1oh would lead 
t o atook aarket decline. 

p.Jr: But not a tour or t'1n point drop. 

11r. llaaa: I don 1 t. t.h1nk t.ha t ' a eo 111portant. 

Hl!.Jr: I don 1 t eee where zou get. thle earning at.utt tUJJ­
way unleea you ha'fe a liet. ot-liow aAD¥ oorporat.iona A&ve you 
got quarterlY earninga, ttret quarter, tort 

~· Hau: we ha'fe standard stat.1at1oe index ot 1111 or 
eomet. 1ng like tbat. 

p.Jr: Thq follow 700 ar 800 oorporat.looa. 'that ia 
1t tor t.ne ttrat quarter, Standard St.&Uet1oe 11 a good 
index. 

1£. &ae: Tnoae are not aU 1n ;ret, 

!!M.Jr: How 111&11,7 are in? 

ft• Haaa: I don 't lulow how 111&11,7 ot that group are 1n, 
but 1i0q nan an index which h&a 1111 oorporatlone 1n it --
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tdent1081 oorporat1ona. 

!l!4.Jr: Do you know? 

Tll&t 1 e in, I th1nlt . 

Mr. Haas: I h&Yen' t had a chance to talk to Dagg1t. but 
1n a statement he sent out t o the house I aaauaed th~ were 
i dentical corporations that he wae carrying tree one quarter 
to the next. 

(At this point, HK, Jr. telephoned llr. Daggit to oome to 
hie ottice.) 

!l!4. Jr: I would like to know about Standard Stat1at1oe. 
If thetis true, than that ' • a new one tor ae. Let's paaa 
it until he comes, 

Mr. Haas: I haYe a etatement here which I think you 
should take tiae out to read on the whole bueineu ot prioee 
and stock market. 

HM,Jr: Let me read it. 
10:30 . 

I have time to do it betore 

llr, Haae: The eUIIIIIIa.ry ia not as good as the rest ot it. 
It' e d1tt icult to summarize. 

lli4,Jr: It you etop behind I would lllte to talk to you 
about u. beoau.ae I et111 think I u r1aht. II)' onl.J inter-
eat in 1t ie I don't want it to go eo tar that it will hurt 
buatneu. . There 11 no indication that bue1ne11 1a slowing 
Up. All you need to do 1a loolt at Seare-Roebuok a&lea. 
S111p1y treaendoua! 

\ 

~· Haas: 
you ~out it. 
D116g1t. 

I wieh you would g1Ye me a ohanoe to tallt to 
I haYe d1souesed it rat her thoroughlY with 

HM,J r: Is 1t all i n here? 

Mr. Haas: Praot1oall.J. 

Mr. McReynolds: NotA1ng. 

~· J.oolll!.ead: Bond aarltet 1s opening liP quite well. 
Stoo ~~arket -- nothing dnel0p1ng on that. but bond aarltet 
looke right good, 

(llr. Dagg1t aa.e 1.D at thU point. ) 
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HIL..l!:: (to llr. Dasgit) Han 70u got t1gur .. troa lt.andard 
lt.at.IItroe •• to tiret quarter earninae? 

llr. ~ggit.: We haYe thea -- pre11a1.nar7. 
se t.o se it. 7 

flK.Jr: Get it and be back at. 10 o'cl ock. 
any ot.ber tiguree on tiret. quarter earn1ngef 

Do ;you want. 

Ha•e 70u got. 

Mr· Dagsit: I don ' t. belieYe we haYe, I will eee . 

RM.Jr: See what. you bave. Anyt.ning that. Dow-Jonee or 
anybody -- and can ;you be back at 10 o• oloolt or ae near that. 
aa poea1ble7 

llr. Dagsit: Yu . I will do that.. 

Mr. Gibbone: St.r1lte called - 11t.-down et.r1lte -- at. the 
Parke- DaYi& plant. up in Det.roit, Kay be eerioue. The7 haYI 
over $1, 000,000 worth ot narcot.1oe 1n t.here and t.he plant 
eer.ed notice that t.he;y are no longer 1n charge, Yeet.er~'• 

paper reported t.hat. t.he narcotic agent. they threw out. wae 
going t.o proeeout.e t.hea. Ot couree the local United St.atee 
Diat.rict. At.t.orne;y probabl;r sa•• t.bat. out, but. it looks ae 
t.bougll t.lle situation 11 earioue. Here'• $1,000,000 worth 
of narcot.1ce and t.heee people ear•• notice on ue that thq 
are no longer 1n oont.rol and t.heee tellowe set. 1n and right. 
1n t.be rooa where t.nere ie Sl,OOO,OOO wortn ot narcot.ioe. 

HJl. J r : It 7ou are eure ot that., do Juet. wbat wa .. Olle did. 
A plant. asked t or guarOe, but he eent. a co~le ot ext.aa 1n­
epeot.ore Jut. to be sure t.b&7 would be on the ground. All 
;rou have t.o do ie eend a oo~le ot naroot.io agents to eee 
that the e t.utt ie not et.olen. 

!· Gibbope: !bey would DOt. let thea 1n; turned t..b.e .11.011 
on t. ea. 

llr. Gast.op: Harold GraY .. has eoae pret.t.7 tull 1ntoraa­
t1on on t..b.at and ha hae a reoo-endat.1on that he wante t.o go 
oyer witn 70u. 

H!I.Jr: Ie be read)"? 

Kr· Gaet.op: I t.ll1nk eo? 

!If McR!.Ynolde: He told me about. it. and I told h1a to 
take t tAroUSi Guy HelYerina. 
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!l!(,Jr: But t..bat. lllgtlt take too 10116. 
on rq dealt. Let 'e deelgnate eoaebcx\J. 

!here 1e not..I11D& 

Mr. G1bbone: IT·' • a eer1oue t h1118 t.het &1&bt denlop . 

!l!(,Jr: Let'• .ban eoaebody t o llandle t.heee t..l11118e . I 

can't handle 1t ~eelt, Waeeohe mentioned 1t and he ' e .bandlina 

1~ 1n a Ylr.J eene1bl e aanner. 

Waee0.11e tallted t.o ae about. thle and G1bboa. 

had up 1n Boeton. 

Mr. Ol1p.bant: Mao .bandl ed t he Boet.on e1t.uat.ton beaut1t'Ul.l.7 . 

llr, McR8YDOl48 : I can do 1t , 

ftK. Jr: W1ll you do it.l 

llr . MoReznolde: I will. 

!l!(, J r : And U' you need eo118t...l11118, walk in and tell ae. 

Mr. Mo!ll!:v~de: I t..111nk we will han t o , wlth reepeot to 

both alcohol uaroot.1oe , beoauee t.ller e you llaYe a e1tuat.1on , ... 

Hllftr: Let.' • underet.and eao.ll other, It t.ller e 1e eomet.h 1ng, 

you wa 1n; otharwiee, it I don 't hear troa 1t, you a r e handl1118 

i~. 

Mr. MoRe:vnolde: It we get. t.o a po1nt where I can't. get 

agree1111nt. t o keep out ot bounde , I am co•1118 1n. 

~: You Juet. wallt ln. But I don't. want 1t t o ca.e 

thro~e1Yer1118 and Harold Grave• hae a aemorandua and ea.e-

body elee. Till etr1ke th1118 11 eoaething t..bat hal \o be handled 

on the epl1t aeoond and 1:t you oan ' t pt. an qre .. eDt, -lit 1Ja, 

Kr· MoR!Ynolde: o. ~. We will do 1t t..l1at w.r. 

R!.J r : 8at.1etaot.or,r t o you ( G1bbone) l 

)(r. g1bge: o. k. Did you get fixed up laet nl&btl 

II:!L.h'.: lire. RooeeYelt, •• I expeot.ed, lmew not..I11D& about. 

what"""lliii Rooenelt. wae tal.k1Da about. Ut.ar he &Qt. o•ar 

there he got. nrr netted all onr &6Al1n and ahe •er.r 4et1DU.el7 

did not. want t.o uee a Gonrnaant. pl&Ae. Ball Rooeenlt wu all 
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cock- eyed, He inaiatad that a plana waa leaY1ng New York 
at 9 o 'clock and that Mra. Roosevelt could leaYe Baltt.ore 
at 10: ~ and catoll that plane. I aaid, I don 't agee- with 
what you say. That can't be done. Because New York and 
8alt1110re are Pl'acticall.J' the eame distance trom Clenland 
and a plane leaYing !few York at 9 , lrf RooaeYelt can 't oatoh 
1t leavill8 BaltiJaore at 10: ~. s!D.tt6were all arguing baolt 
and forth and he wae all mixed up, I got hold ot Burke and 
t old 111m to get ready; told him to get gassed up and be ready 
to go to Balt1aor e to aeet Kra. RooeeYelt and I would let hiiD 

know. Between the t1ae - tllla wa s all througll supper -- I 
kept saying to Hall, What are tile tacteT And he said, I 
won't know until 8 :30. And .b.e did not. even know what. plane 
she wae tak11\8, He wae all aixed up. So I told Burke to 
find out what time t ile plane lett, et c. , eto., -- tll1a wae 
all tllrougll supper -- and I a aid to be ready. Tnen .b.e tound 
that she was planning to take t.b.e plane that lett Newark at 

27S 

11 and get. to Cleveland at 2. So Ball . ·thl.aU.t aud he wae 
aatiatied that conditione were such that abe could !17 and he 
eo reco-ended, As long aa he took that attitude and knowing 
that Mrs. Roosevelt said the President waa opposed to .b.er using 
a Government plane and it was a tremendous r eeponsib1lity t.o 
put her on a plane at ll o'clock at night and send her to 
Cleveland -- t.erritic reeponaib1lit.)' - eo I aa1d, Now, Ball, 
what do you want. ua t.o do? And he said, Slle can go on t.llie 
plane. It. wae a plane ot tne PennsylYania Ai r Linse; they 
have not. had an accident. 1n three years; nner a 111\8le pae­
aenger inJured; regular plane; regular pilot.; knew ene wae 
going; eaid 1t wae all right., I eaid t.o Burke it would be 
a great experience tor ua t.o eee it we could get. out. in halt 
an hour and we w~re ready. 'l'llat. wae .b.la att.1 tude. But Hall 
Roosevelt ia Just ora&Y. And he wanted us t.o come down here 
in t ne riYer and bring her up. !fioe evening! But. to taka 
Urs. Roosevelt troa Baltimore at nigllt and !17 ller t.o CleYeland-­
I did not want to do it. But Burke handled hiJaselt extremelY 

well, t ile w~ lle al~e does. 

llr1 gaston: John Kitchell aald he would br1.ng t hose clip­
pings 1.n today - - t.b.e New Republic tllings. 

Mr. Gibbons: won't anything break 1n t.b.e papera about t.b.e 

St. Paul eituationT 

HM,Jr: It oan onlY break it tllere 1& a leak 1n tile Trea•UD7· 

It .b.&8 not gone any place except troa •• 
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!ILl!:: u a ut.t.er ot taot. , I wae t.Ainli:iJig it t.ne nutt 
11 reaa¥~ wh7 bother the Preeident. wnile be ie on YaO&t.ionf 
Ha•e 1t rea~ and I will aend it. oyer and I would gtye it. t.o 
Fora tar and •'--'>17 IIQ', 'You uae ;rour JucS&aent.. It ;rou want. 
to eend 1t. down t o t.ne Preeident., all rl.ght., but. t.aere 1e no 
hurey.' 

Kr· KoRexnolde: After ;rou sign it., I will take it. oYer. 

~~ I will eign it. and you band it to Forster. 

Kr. Gibbons: I underetand ;rou are not interested 1n eell1116 
any tables at t he dinner you are &oiJig t o addreae Sund!Q' nl.ght, 

Rlt,{r: Can ;rou hol d that a ainut.e? 'lho unt a bUl 1lP 
hning do with antique• 00111116 1n t o New York? 

Jlr. Gibbons: It 'e the General Ollllibua BUl. 

yt Ol1phani: That'• our general Cuatome Bill. 
over lie wholeine ot legislation. 

We went 

HK.J~ Remember, I reeer.ed the rl.ght to a!Q' that I did 
not reme er, Wae it. in that? 

»r. Ol1phmt.: Yu. 

J:IK..i!:: Beoauee eoaebod,y called up loire. not& - - he wae the 
head antiquar - - and wanted to eee •• and I eaid, 1rll1. ehould I 
eee bia, And there -• a big article 1n the !few York '1'1au 
t.bat Stne Gibbon• eaid that 7~ ot antiquu that 08118 1n are 
take. , 

rof!op: Who 1e the antique expert we can reter the New Yorlt 
Sun ot 

I!II.Jr: Sten Gibbona and HeJ'IIall Oliphant. You lr:now, 
sooner or later t.he18 th1nge alwa.7e ooae to the sartace. All 
that Herbert GeetaD want• to lr:now ie who to retar the antique 
editor ot the New York Sun to, You got. 1t now, Herbert? 

Jlr . O&•t.on: I han got. it now. 

p . .rr~ . What about t.ablee tor Sund!Q' nl.ght dinner? 

Mt Geeton: Bernie Ulgore oalled ae and eaid that Hosuet 
had oaiied hli up and eaid a aan who had repreaent.ed hiaeelt to 
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be your eeoretaey had gone to Hoguet and tr1ed to Mll h1a a 
ticket to a dinner Sunda¥ night at wh1oh you were go1ng to 
ep.U and when Hoguet aa1d he could not be 1n lew Yorlt that 
n1gbt he urged h1m to take a table on behalf ot the t1ra; aa1d 
1t woul d please the Secretary nr:y lllloh. 8o I told h1a the 
Seoretary never encouraged anybody to aell t1olteta to aey eort 
ot a dinner . 

ll!!.d!:: Have you been able to run 1t down? 

llr. O&eton: Hugh KoQu1llan h working on 1t. 

!!ll,Jr: Do you (G1bbone) lmow ot aey dinner the Demoorate 
are g1v1llg? 

III' . G1bbone: 'l'h ey are g1v1.ng a dinner and Gene Buolt h to 
pree1de and Herbert Hoover 11 g o1ng to attend. It'e not tor 
t he Jewe; 1t'a tor the Catholic Guild Aotora. 

l!!d!:: Who sa1d &ll)'th1llg about the Jewe? Wh)' bring that 
up? 

llr. G1bbone: 'l'hia big dinner ie tor the Catholic Gu1ld 
actore and Hoover 1e one ot the epealtere. 

IDLh': When d1d he Jo1n your churoh. 
to ~ ot running aga1n 1n 1Q40. 

He lll\l&t be beg1n1116 

llr. oaaton: I have another letter where you are 1n t1ne 
co~:~pany; wanting aoae teet1ao~la81x proa1nent ex-la'f)' aen 
have been invited to wr1te teetiaon1ale tor the publ1cat1on 
Our Na'f)' and the e1x people are Walter W1nohell, Phil Balter, 
Jaolt BenD)', Paul Whit. ..an and rreeaan Jr. Goeden, eo you eee 
you rate w1th Aaoe and And)'. 

IDLh': Swell! I .. ooa1ng up! !hat'• the beet th1llg 
that~happened e1noe thq pulled ott that publ1c1ty etutt 
w1tb Kae weet.. 

I th1nlt you (O&at.on) let ae down when you d1d not let •• 
lt188 Jean Harlow when aha wae down here. 

llr. Outon: I d1d not have a ohanoe. 
t h1e teetiaonlal etutt. 

I don't get 1n on 

I:IX..ulr: D1d you lmow L. w. Robert, Jr., -• Cha1rlllan ot 
t he litOii 'l'obeooo Colllp&ll)'f 
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Kr, '•3111: O.banler !abaoco Co., whloh owne all the etcolt. 

HM.Jr: Bo the head of the Re7nolde tobacco Oo. takee 1t 

pertectl7 tor granted that we are solD& to lmcok the tax on 

cigarette, 

Hr. Haae: ~ the oheap cl..garettee. 

~: He eeee the handar1t1ng on the wall, but 1t'a 'he 

wrongwau. 

HU• Jr: Mac, I w1ll go d1rectl7 troa Procurement to the 

2:l!O appolnt•ent, I u Juat doing th1a becauee I talte 1t 

t or granted the.r aeked .rou to do 1t and .rou tell down. 

Hr. KcRernoldl: I haven 1 t any J ur1ed1ct1on OYer apace. 

HK.Jr: D1d the.r aelt you about 1tt 

Kr, KcReznoldl: Oh, .ree! We have bean on IAterlor•a neolt 

tor a aontb. I w1ll aee that we have K1ee Roche and Deaare.r 

there at 2:30, 

HK,Jr: Let'e make 1t at 2:15, but. I'• rel71Dg on 70u. 

llrt KcReznolde: I w1ll have K1u Roche and De-.r&7 there 

at 2:1 • 

Hr. !a.tftar: I would lllte to tell .rou about a ecene at the 

Waeh1ngt.on otel w1th Kre. Garner there. Sa.e tr1ende ot mlne 

who ware et.a,r1ng at the Waeh1ngton - 1t. haa to do with t.hla 

boy you are haYing Y'ou.ble w1th -- coming 1nto their roo• and 

the fellow 1a out 1D the corridor w1th 011e toot 1D the door, 1&71n6 

'llu.t lire. Garner, wt:f future dependl on 1t. 1 She u1d, 1 But 

you m1erepreeent.ed to the Treaau.1'7,• Th11 goee on tor t1tteen 

m1nutee and than the houae deteot.1Ye and eo•ebod.T comee along 

and leade hill awq, ~ntl7 •o•eth1ng •rons w1th hill. 

RJ(,Jr: OD wh1oh a1de of Kra. Oarnar' 1 door were .rout 

Kr !p,ylif: I wun 1t there. It wae a tr1ena ot 111ne, I 

am Ju.et a re 1able reporter. one ot wt:1 ecout.e reported th1e . 

HM.Jr: Tb1e 11 the beet meeting we haYe had tor aloag t111e. 

!lr. !allor: Lllte eoae Br1t.1eh newet 

IILIJ:: lure. 
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Mr. ~lor: Kr. B1n6)1all and Kr. DaYie are haYiD6 a 
eer1ee o~er,r poli~e oonYereatione at ~· a1nu~e on the 
o~her aide with Kr. ~berl1n, the Ohanoellor, and pend1D6 
tbe out come or those conversation• we won't h&Ye any newe 
that means anytn1ng. 

!lli, Jr: Are we etill being hUIIOroueT 

Mr. TNlor: Jlo . 

HJI , Jr: 1fho told you ~11? 

Mr. te,.ylor: Fe1a. 

Hli , Jr: What are they d1aouee1ngT 

Kr, Tpylor: Tile world - - with epeo1!ic rela~1on to our 
relatione with the Brit i ahT 

H!. Jr1 Our rela~ioneT 

Kr. Tpylor: United 8tatee. 

KM.Jr: But not Treaeury? 

Mr. T&Ylor: Bo. 

~: Kay I aake a lit~le propheQJT 
cornirid conference will ooae no newe. 

Out ot that three-

Mr. Tylor: I u not betting ~ainet 70u. 

I:IIL...l!'.: That wae all 1n ~ne Heuat paper and Jack a.rner 
went---ore-ar up to the ceiling and, believe ae, Kr. HUll had a 
very unpleaaant eUuat1on at Oab1net and he eaid, pounding the 
t.able, 1 I want t.o know what are ~.boll tellowe t.al.lting about. . 
It it. hal anything to do with debt 11tt.lement or lending aone7 0 

I want t o know. • 

Mr, T!,ylor: I ptnered that they don •t lalow here . 

m&.~_Jr: !h1e waa at a:~ and I wae at Mr. Qerner'e att1oe 
t.bat ml'D1D&. n•e all rlght. Thl Pree1dlnt auured h1a that 
t.bq were not talk' "15 about IIIJ't.ll1116 that anybo4.1 ooul4 not mow 
about. I told 74\l 1a1t nlght. about the dinner that. t.oolt plaOe 
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Yea. 

Notb1ng, except I located tbe report we 
Harold gave it to Alexander. 

HK,Jr: How coaef 

Ill' g:ipbant: I don't lmow. You probabl1 sent it to 
lla.o anAo auto-ticall1 sent it to Harold. 

!!M,Jr: How coaef It don't sound like Harold. 

Ill', McRexnolde: I haven ' t talked to h1a about it. 

281 

~,Jr: You and Harold come in here tosether at 10:15. It 
doeen t sound like Harold. . 

(To Ill's. Klotz) It wasn't in our atuttT 

Mrs. Ktotz: It never was. we never had the thing 1n our 
office, am quite poeit1ve. 

5H.Jr: Tbe point 1s it went from Hac to Harold. 
you never had it? 

You 183 

• ~·· Klotz: Bever had it. I was anx1ou1 to look at 
andhit 1 a wh.T I remember eo det1n1tel1 that we never had 

Ill'. Oliphant: Harold will !mow where he got lt. 

Mr. McReznolda: I have no recollection. 

1t 
1t. 

HJI .Jr: Well, t1nd out. It Kre. Klotz e&~rs we d1d not 
have 1t, we did not have 1t. 

!If· I.oohbep,d: About two ;rears aso we had a big book, 
kept t 1n our sate because there waa no room t o hold 1t. 

we 

HM,Jr: It'• 1ntereet1ng, but 1t won't ebake the foundations 
ot the world. 

•God'• etlll 1n t.be Heaven and all'• 

JII.Jr. ( 'fo 11"8111) 1 
Are we go1D6 to have a aeet.UI& at 3::SOT 
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llr. ''fflll R16Jlt.! I .ban been att.er t.n• a~ t.llie 
morn1116 on.11-e 1nY .. t.1g&t.1on t..tle7 are Mkl.ng in t..tle t1el4, wA1oh 
dou not. eee• t.o be aol.ng Yel'1 well, ~ort.unatel.7, GuJ Helnr-
11\S 11 haYing eoae t.eet..tl out.. 

H¥.Jr: Won't. he be here? 

Mr· Mps tll: He ea1d he would t.r, t.o be, 

~: It he 11 not., I don't. want. t..tle aeet.1ng unleee he'• 
llere:---;Tuu. 10 70u know -:r plane , we are going up t.o !Jew York 
tomorrow at t.emoon and I will be baolt here llondq a week, I 
will be at. t.he Para. we are go1Jl6 up on t..be ~ o' ol oolt train, 
standard nae . 

.Ul r1&ht. , George, let. 1 e J OU and I eee J)aggi t.. 

eoo-eoo 
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l CHICAGO--!: • C • Y£LLOWLEY, CHIEF OF THE ALCOHOL TAX UNIT 
1 

AND HIS 

ASS ISTANT, LEVI Z. BAKER, TODAY WERE ORDERED CITED FOR CONT£MPb OF 

COURT BEC AUSE Or CONVERSATIONS Y£llOWLEY I S ALLEGED TO HAVE HAD 

wiTH A FEDERAL GRAND JURY FOREMAN. 

~1:29 - - R 1150A. 

QAOD YELLOWL£Y, CHICAGO 

fEDER Al JUDGE JAMES H. WILKERSON ORDERED ASSISTANT U.S. DISTRICT 

ATTOR~EY DANI£l GLASSER TO DRAW UP TH£ CITATION AND ORDERED Y£ll0Wl£Y 

TC FILE HIS ANSWER MAY 6 . HEARING OAT£ WAS SET At HAY 10. 

WI LKERSON ORD~RED CHARGES AGAINST THE ALCOHOL INVESTIGATOR AFTER 

RECEI PT or A REPORT 'sy SIDNEY S. ECKSTROM, FOREMAN Of A GRAND JURY 

UNDERSTOOD TO HAV£ INVESTIGATED ENfORCEMENT OF LIQUOR LAWS. 

ECKS TROM REPORTED THAT ON TH£ NIGHT OF APRIL 21 H£ RECEIVED A TEL£• 

PHCN<: CALL ASKING HIM TO COM£ TO A LOOP HOTEL . H£ tl£T Y£LLOWLEY 

THLR£, HE SAID, AND TALKED WITH HIM TWO HOURS AND A HALF. 

HE SAID, HOWEVER, THAT THE ALCOHOL CHIEF HAD£ NO ATTEMPT TO 

INFL UENCE HI M AND THE REPORT OF THE JURY WAS N 0 T CHANGED. 

li/2Sl··RU53A 
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H.U.Jr : Hello 

o: Ur . Krock. 

B . tt. Jr: Hello 

Arthur 
Krock: Yes s ir . 

B .~ .Jr : Arthur . 

K: Yes . 

April 29, 1937 . 
11:05 a . m. 

284. 

B.Lt.Jr: Henry talking . I've got an idea which ·may or may 
not appeal to you. Ah - I was just reading Ferdinand ' 
Coons' story out of London on •Stocks Fall in London•. 

K: Yes . 

H.U.J r : And about their commodity troubles and all that and, 
of course, i t ' s the only intelli gent story which is 
in any paper to-day on the si tuation . 

K: I thought it was very good. 

R. 'I.Jr: Now- what - I - I don ' t think the other people 
caught onto is - "V~at is the si tuation here" , see? 
Ah - what about our banks and our com~:~odity loans 
and our loans against stocks, see? 

K: Yes. 

H. :.t .Jr: tlow the people get angry when the President keeps 
warning them a.ll the t ime - but he has and I t hink 
i f you'd have somebody write a story or you can 
write it yourself - due to these warnings and due to -
if you don't mind my saying so - our constantly warning 
the people - ah - you' ll find, on investigation that 

our banks have not made commodity loans, our brokerage 
houses are all in good shape and we can take this 
sort of thing in the - in our stride . 

K: · Very good point. 

R.li .Jr: Now DO one has pointed that out . 
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K: Very good point. 

a .~ . Jr : And it might have a quieting effect . 

K: It probably would and I shall - I ' ll put it 1n the 
works at once . 

a . ~ . Jr : Do you get it? 

K: Yes I think I have it . 

a.li.Jr: Vlhat? 

K: 1 1m sure I have it. 

B .~ .Jr : And nobody 1 s handled it that way. 

K: No, I real- - I - 1 111 put it in the works right 
away. 

R.M.Jr : Thank you. 

K: Thank you. 

285 
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0 : 

H. !.I .Jr: 

Hello 

April 29, 19)7 . 
2:47 p. m. 

286 

Congressman Uoughton i s in the building but they don ' t 
.o<now exactly where; they ' ll try to each him. 

All right, leave word I called . 

All right . 

And let me t alk t o - ah - to - ah - Ur. Oliphant. 

Ri ght . Go ahead . 

Hello 

Iier man 

Yes . 

Not to hold you up - you couldn' t clear what you have 
on your mind over the 'phone? 

Well I t hink I could . 

Try it . 

• h - I t hinit from the s t end- - from our standpoint 
t hat that vhicago thing i s pretty serious . 

Yes . 
He didn ' t KnO~ now it might turn out but ther e ' s been 
no technical violati on under the l aw because what 
happened is our official r epresentative there - ah -
makes a secre t contact through a third per son to 
meet t he Foreman of the Gr and Jury 1n a hotel room; • • •••• 

Yes . 
• • ••• • not 1n his office and not at the man•s house •• ••• 

Yes • 
• • • • • • to discuss something or that he tried to get troll 
him something thet t he foreman wouldn' t give hill i n the 
Grand Jury rooa. 

Yes . 
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And I don ' t Know- an- looks to me like an apology 
is going to be called for. 

Well by God I 'm not going (laughs) to make it. 

VIlla t? 

I won' t make it. I 1 l l t ell you wha t my r eaction was 
when Graves was in here . 

Ah-ha . 

Ab - he wanted - he suggested my calling up the 
Attorney General to call it off. I s aid, •No.• 
I s aid , •If t his man has done it or hasn't done it 
make hi:n go tnrough with it," see? 

All- ha . 

I• m no t going to call up the Attorney General . 

Well I think this action of Xellowley 's is unbelievably 
stupid . 

Well all I would suggest, in sending somebody out 
t here, would be to- ah- just so be isn' t left cold, 
that• s all. 

Yes . 

But IIIBke him take his medicine . 

Yes - yes . 

V/hat do you tb.ink? 

Well I - ah - tllat •s the woy I'd like to do it. I ' d 
like to - I•m sending a very good ~an - Mr. Forrest 
who ' s bad a lot of e xperience in the court r oom­
•ssistant District Attorney in Baltimore - I want to 
go over it c areful l y with him befor e be goes • •• •• •• 

Yes • 

• • • • • and - f or t unately now a date bas been set •• • •• 

Good. 
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••• •• and the bearing doesn ' t come ott until the lOth. 

Yes . 

But I ' d like tor him to go out now in the meantime and 
look the situation over and find a little more about 
what actually happened and then- ah- • •• ••• • • 

Well I - I feel this way - d tbout knowing the law 
that if - I wasn' t going - without - going to call 
up the Attorney General and ask him to excuse him 
from something which he - which may or may not been 
wrong . ' 

Oh quite tbe contrary - if you were calling the Attorney 
General at all you'd be calling him to apologize. 

Well I' m not going to 6.pologize; I'm through apologizing. 

Vlell I know what - you know what I mean. The thing -
the thing is on the reverse . 

Well t hen i f it isn' t w1t!l the lOth, let your man 
go out, get the first hand attention, confer - if 
you can't make up your mind I 1d be glad to talk to 
you about it rrom the f arm. 

l'ine . 

How does that leave your mind •• • •.•• 

Perfect . 

Thank you very much. 
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HK,Jr called 1n 810&D and BrJan and eaid he wan~ed 
a pep up ~e eale of babJ bonde be\ween now and JulJ 1. 

He 11186eet.ed adYert.ie1ng 1n \he nnepapere. He 
u lted t.be bo71 \o prepare a plan 11186eet.1ng what nne­
paper• t o adYert.iee 1n without. getting int.o \rouble 
t or adnrt.111ng 1n eoae papere and no\ 1n o\bere. He 
t old ~e• he did not wan~ 1n7 oritioiaa beoauee ofit. 
and want.ed t.bea t o work out a plan 1n euoh a wq \bat 
the7 will be able to g1n a good exouae tor 0111tt.1ng 
oerta1n pap ere. 
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~ '· lii'P 

Jlr. ~Jlel' 

Dlrtatoa ot entqa Joue (h. Sloaa 1o a7 • a17 .. ) 

CWIJHt l Report ot eo.ra...ao••· 

Ire lla•• •• •U...S .. Jo1at ooatueJ>oea dVlll& tlo• l u t 

unrel llllJI •ltll ••••raJ. NprMeate\1,.a ot 'bo\ 11 o r oou a4-

n rt utac •••"ctea, an<! ban t horo"CblJ """'' ... t ile • •tbo4a 

a11d ~aatbllltlaa ot ~latalJ an<! ac t a?l&llJ lacrooataa t he 

Mla :ot Uau .. 8\atM 8n1..- loade. 

111 t hee dlaouaotOIII • • u•• placed the t oU o.-toc 
re.,.ulr .. ·otaa 

Ia) s,..tal ... ,alga u4 ..,..... llaUed to l>N .. a t 
tlaoal J•r, eadl ac z ..... :10, 11:11. 

(II) ~te or 1u reu .... lea b(a u ... apao1al 

uunu .. t o .... .0\ laaa \ han noo.ooo,ooo • 

(o) ............... ,. .. aod .... , . poalollol\J. 

(4) Prot ao11oa &KPl DI \ orltlol .. • troa c~a\1\lYa 

aedia. 

fila Uu al.,.,., allalaa\ea all ae41a a11c•pt l'lldlO o4 

a ... pa,.r. 

UlllO 

I a 1'10-.U. talk& .,u lacal n&1o IIJ' pol-1\al'lo UauallJ 

tt. 1a aiiiMI'.I'It.UJ alloU .. to poa-etera ... u • • • W be ou1 .. , 

.Pe?l:apa, nt .. t•• ,._,.,... apaaa, tile .. dto atUl OU c;)atroU .. 

ll7 &Hapepare rill lla ..U tile 110re Ullel.J' te -parate. \ a ...­

.... I dllll. t.>ra Of radiO preaM\e\lOSo 

Ia order t o opprcn-t• ea. 11o,... ... •aJ.• or tlGO.ooo.ooo or 

..... •Hllta " ' • ..n HYwral. _.._ utraardlM1'7 artor\ 1a n. 

, UrMI. Ov P"M'••• .re.ll•••• l a .. ..... ,...,.r •''''''• h 
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ooe.re \ bo .. ~ ,ubllol\y .. , el~o•\o all poeolblo c7ltlel .. 

h'Oa c~tUln ttedla, • '" re.-J•••••ac oo\blDC a:.ol't or flal4 

ad,..rUiloc ta tft7J llllclhb b.,_ .. .,t17 _,.,.r la U. GlUt .. 

stat tt. Tblt •1U ooa\ tor \be Jrocna .. a re ... utatnc .,.,_ 
tll&,ooo eo4 taee,ooo deptlldlDC 'IJ'OA ~h• looorUou ta ..Uor 
,.,,,.., Our reoaoa..,..Uoa 11 tor a !!00-Uu ac!Yortlt-a\ 1...,1 
\0 ,. three Uaoa la \)la ~hr 4tU1M wblo!l ..... a ppNd­

Mttl7 1 010to 

OeDdtdlJ, wa do oo\ axpa o\ t bt o ol:ao tdYortlleaoot to \bot e 

1tlttr 4tll1oo t o auld crod17 la tbt teltt, but " oro oo~~a\­

lac oo t l:e euat a lalq INbllcltJ . J o upoot on ttUl 1 J• \o be 

ao-plleM IIJ 'PGO-Uoo oo.T 1o aU of t ha 1te41JIII 4ttllM, Tbla 

OOPJ' \ o appou• olx \la.o lo teob ot \boot pai)O,.. , 

'fbo 41Ylt101l ot ooat 1t - tor t he aotropolltaa 4tllloa 

(ap ro:ataah1J 1110 ,.J)Ortl tl:a l u artlooa .. u ....... tlto,t• • .o 
ror t ho l ooa ar da Uloa (1 ,801 pai)Ore ) tkrtt 

taeer'lone ••cb • ••• • •• •• •••••••••• •••••••• 91 1494.00 

total •••••••••• tiiS ,.Or • .o 

PUBLICUT 

l o roo~ doooo t rAl lzloc our publ l oltJ, eod, t r proctlcal , 

poralt\1~ \bt poa-..atar t o p1aoo tbo edYtrtl~toc t o t hotr reopeo­

""' local papera . We lfOI&ld t'IIJoolth to poua .. atara • atn- or 

tbrta nlteuo par weok 4utoc t bh ceapolp, eDd t hore woUld llo 

oo quoat101l but • • woUld rocttYo \r.aoodout publlolty. 

la on onorel. ooator.,tta, '"'rJOllt ettondlAll " ' ' 11111lDlaOut 

lo t ho btllot t hat, it tbo "la"ct~oo\ Booda" w~ob you ho"• oat• 

llat4 would b o ortai'M u a 1~to4 ueuo at t !>l& \1.ao, ,,..,..1 

huodi'Mt or olllloaa or 40llart oould bt ••r qu1ckl7 ~laotd 

thr0"4!ll Ut ad•ertlt l DC -pdp obOYI tii«CI &tM tor S•YI~ lloadto 

berr auao;oat toa fOil ha.., uce wi\h reter .. oe t o tholt booc!• ha t 

bean &Athutlaa•totllJ .,4oreM wt•b ~~~· o:aoaptton or ~u• l nYeot­

• •• booda botoc aoU 1a \ be !Owr b"'ol<oU. • • fttl that, la 

ordo:r \ o "•7 •1107 ,_ ooatatloa azul 1ctaal _,.tt Uoa w1 ta 

Snlq1 B<>Dda, t 1,000 ebool.l4 h \be alU.. d~Mtloa or tM 

, , .,., .... , boa4a, • •• tht\ t bt un- .,.,..btae 1a ,., oal~d&J' 

111r obi>ul4 lit 1211,000. • • aoo ao 4lft1oul\J 1D attao\1..,17 •­

btc iDC our d YOrt ltlac of hYlllflt loD.S. wUb •t••••••• ~··· 
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• • . ,. aU _.,.... , ... , • _,.n otreJ"l .. ••"'• or ... nl~ 
ooa~•••H<>B 'o leUel'oial'l'ler• ~• e.U • _...., '1101- ot 
a.n .. • Boade wnld& • ••'1'1 11111\ .. ,.1'10<1 , LUlewlee, _, .. ,. 
•nll ,.,. ,au. -' 1 • .,.. •OO&J.• ~. fl ...... 

111' ,. .... .,... t~~a' 'u 'llle . , OV' •11,oea1 to 1e-ll 
ear _, •• , l • lanttlll•'· .... 1'\Ul .. e, .,. wlU , ,.. .. , w 
JOII la the -1' ,..,.,. llle .. \lUI Of ,k ....... , .. -\el\1, 

• 
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..... April 29. 1937 

TO Seo~tary~tbau 

llr.~ 
Sul>joot 1 The Buaineae and Prioe Situation 

s-l'l 

Buaineu aothity durl.Dc .April, aa indioated by WMkly data, baa •11l­

tainod the hi gh lnol ot ll&roh , and ohowa ooae r iain& tendenoy. It a till r ... 

•ina a f ew polltto lower t ban the Deo•l>er p-.1< , wh en aUowanoo io ..:de tor 

aeasonal tronda , though aotual production ia higher than in Deolllll>er . 

Certai n el•enta ot 'IN&kneoo 11t the l>uaine .. outlook han a ppearld. 4 

decline in t i rat quarter oorporate earninga 1n relation to output -y indioate 

a llow1ng up in buai neu. The doomturn in oco.oc>dity priooo duri114 the paat f ew 

weoka tonda t o r•oYe any opeoulative baaia for t ho reoent buainuo expan.oion, 

and to t hAt extent may h&TI an unfavorable reaotion on buaineaa aotlrlty. 4 

decline in otock priceo to the l010tat l nela ainoe lut Sept eaber alao -.y 

a rrect buai noaa unr-vorab ly, oince the atook market intluenoea buainoao oenti ­

:>ont . A aharp fall1114 ott in MW bulineaa l.n the t axtile induatr;y may indioate 

• greator t han aeaaonal deoline in textile aotirlty durin& tho a....,.r, 

On tho other band , the 111'11 ot bueiDOu aotivlty cluritli the oCIOlins 010ntbo 

11'111 be supported by th.e iaprOT-ut in r-otor;y payroll• , l>y a oont1nuld • trans 

roto11 d.,.Dcl for autanobileo , by an inoroaoing d.,.nd f or railroad equipment; 

b-1 ""ll- ouotained aotirlty in the oteel induot r;y, and blf the 100r1 peaoetul 

labor oi t uation. Azr:t oetbaok in incluatrial aotirlty durin& 19~7 oo ... Ukellf 

to be t emporary , in vi..- Of the faot that DO obaraotariatiol of an ilaportant 

top in buaineu a oti vi ty b&Ye yet appeared) that ar;rioulture baa lflt to ool>­

t ributo i t a nonnal ohare to buoin111 proaperitl/'l and t hat a hviT&l ot build­

in:; ac tivity hAo lfot to play ito part in buoinou rooonry. 

'l'ho daoline in aeourity pric11 durin& llaroh and April w&l apparentllf 

1Dit1a tod l>y prlrloua ~n111 in bond prioeo, and w.e later intluenold by 

doclinin;; oOIIIIodi ty prioee, untaYorable earnin&• otat-nta, and inoreaald 

for oir;n aolll.n&• lo artendld deoline appear• in proapoot , hOWOt'lr, in Ti .. 

of the f &YOr&ble lonc-tera bUi iDOII outlook, the laok of any larr;o lpeoula-

tivo i ntoroot (aaide troa toreip boldiD~•) , and tho t aot that pr .. c t prioN 

already diacount a oonoiderable oetb&ok in buaiDOoo aotivlq. The t aot that 

the bond -rkot io ber;iiiDinc to ehCJW lrld..,oe of iDOl'l&lled b~ intereot 

appea rs fiYorable tor atook prioeo . 

The reoent decline 11t o_.ti ty prioeo , bro<ll;ht on lar,el;y by ..Ja.oo 

1n fore1p •rklto, 'a¥ b e prolOJIIId by turther liquidation, by 1nor eaa i111 

production in reopon.oo to h i p prioe l eTile, by tho poooibiliq ot a balil 

i n tho r•,.....t raoe, aDd by ..., tendaoy w-ard a uo .. oion l.a buaineoo. 

'l'ho lo~~r;or tora outl ook appear• 1n r-•or or a r ioin& t rend. 
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Bulineaa activit durin ril .. aaoml ad uated baa -.intaiiiM 

the hir;h level of ob , 'but r~ne a....-.bat 'belCIIO tU pM.k eetab abed 

1aat Dec&ber. !lie ..-ltl;r indaea of the Depar1aeut ot c-aroe ahow a 

gradual upward telldenoy duri111 tU aonth. ltMl production baa ria• 

aliglttly to a MW high le,..l, atter holdilll for aix ,....ka w1 thin a mrrow 

range. Aut0100b1le production baa expanded abarply in recent weeka, attar 

prcrlouel)' be ill~ depreued 'because or a tribe. and both elactrie power 

production and petrol- production have increaaed. Thaae han been partl;r 

count eracted by a lar ge decline in bit~inoua ooal production. The reoeut 

trend of buaineu aotivi ty on a weekly bali a, in oampariaon w1 th prertoue 

~tonthly tir;uree , 1a shown in Chart 1. 

For the month of llaroh, illduetrial production (aeaaonall;r a djuated) 

inoroaeod ita gains over t he pr...,ioua two ..,ntha , 'but did not reaoh the 

hi&h l evol eatabliehed in Deo•ber. A oompariaon or the lolarob figure• 

with the Dec•ber titur••• by induatriea, io ah0t111 in Table 1 , attached . 

The Federal Rel&rTe Board index of production for llarob, eatiaated at 

118, compare• with 116 in February, llt in January , and 121 laat Deotmber. 

Tho average for the year 1929 -• 119. 

A r;reater than eeaeonal gain 'IIU reoorded in a DUIIIber of l.Joportant 

bueineu aerie•. Tho production of cotton &Qoda durilll !larch reaobed the 

highest level on record, 779,000 balea of cotton being oonoumed, aa •a.­

pared with tho prertouo hit)\ of 696,000 bales in June 19Sll. Steel ingot 

production reached a volume exceeded only during tho early montha of 

1929 . Lurobor production expanded aore than aeuom.lly, ae did the output 

of bi tu..inoua ooal , and the vol....,. of freight oar loading a. lneotrio 

pollllr production r..ained wochanr;ed, wluln a decline -a IION&ll7 to be 

expected. Autoaobile production, held back by atrikea, ahowod no in­

oroe.ao during llaroh. 

In te,.. or a ctual production, not adjuated tor ee;aaom.l T&riation, 

the llaroh index or production -· aubatantially higher than laat De ocher. 

averaging 122 aa ocapared with a Deo.,.ber figure of llt. Thia hal bHn 

refloated i .n inoreaeed •ployment and payrolla , and the position of tao­

tory 'WOrkera baa ahown a noticeable l.Joprov ... eut. The inoreue in payrolla 

haa boon ueater than the inorea .. in a.ployment, while 11~ coato have 

&•no up but eli&}ltly. Thua a definite botteraent in real •gee haa 

ocourred. A.a ocapared with an nerae;e tor the period 192l5-25, npreaented 

b:y 100 , real factory wa&ee duriDt; llaroh atood at 117.1. In oomparhon, 

the average for t he year 1929 wu 110 .9. Ccmparative figure• tor the paat 

tour montha are ah0t111 in the table below. 

( 192&-25 - 100) 

Y. FRB lDduatrial Produot1on 
y PllB &oplo:r-nt . 

BI.S Papo11a 
NlCB coat or Li TiDt; 
Real 

&/ 118 
J' l Oo.B 
y 101. 2 

"·· a 111.1 

1111 
99. 7 
911 .8 
86. 7 

111.8 

121 

"·' 911. 1 
U .1 

ua.a 
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'!be Bud-u Outlook 

Certain el-nta or w.almau 1n the buaineu outlook '-"'e r eoently 

ayoeared . or illportant a ipifiO&nce 1a a d..,Une 1n corporate Ml'!!1!!§• 

in the face of increaeed induetrial produotion. fbe earninga ot 181 cor­

poratione (induotrial , rail , and utility) durill« the fi rot quarter ot 

this yu r, a coording to a prelUdnary eatl.a.te of Ste.ndard Stat1ot1ca, 

1haw a reduotion ot 2&.& percent troa the earning& duriJ16 tho lut qiiAl'­

t or of 1936. Yet induotrial production i n thia period •hawed a riao ot 

3.5 percent. The ootl.Aated corporation earni .nga for thia quarter were 

only 1.6 peroe.nt abave the earnin&o duriDG t he third quarter ot 1936, 

'llbereaa induatrial production •• 10, , pe.r cent higher. A allcht upward 

revision will be ""'de 1n the prelim1nary earning• eatboato on the ba oie 

ot recent corporat ion report•, which will not oh&IJGe our conolueione. 

llhlle a olit:)lt red~tion in ee.rn1nga could h ave been expected on 

tho baaio of ooaoonal taotor a , and on a reduotion 1n inter-corporate 

dl'fidenda ao COIIIp&red with the Decomber quarter , a decline ot thia 

extent dur1DG a period when output • • 1Dcreaa111« apparently indica tae 

a tendency for production to run a head ot consumer demand, o1noe corpo­

rat ions have e'fidently b een unable to paaa on all of thei r recently i .n­

creaoed labor and material coato to ccnauaera, On the paola of paot 

uperienco, thia would e~geat a tendenoy toward a alowing up in bud­

neB& . In Chart :1 we allow a oomparieon of industrial production with 

corporate earnings over the put aneral yee.ro . 

A .. oond elcont or woakneao 1a the reoent decline in ocaoodity 

nricea , which h&a removed part or the foundation on which tho winter 

and spring llnprovemant in bueinua -• built. There aeema no doubt 

that the aharp upward ~ement in c0111110dity prioea during the put two 

quartero , 'Ohich cr .... ted o. widespread belief that inflation -• under 

way , brought into the market o. oonaide rable vollllllo of antioipatory 

buying that would normally he.va been deferred until later in the year. 

Y!hi l e the tilling of outetanclill« ordero will maintain factory production 

for a tiae , the o~e in the publlo a ttitude t owa rd intlo.tion brollgbt 

about by the collapse in prioee 1a likely to diaoourage new ordara, and 

eventually e.tteot iDduatrie.l produotion. 

The decline 1n atock price• IIIWit &leo be considered an unfl.yorable­

factcr in tho buaineaa outlook. A oonaidorable a oction of the buei.noaa 

COCllllunity depend• in '"'"" degree upon the otook market o.o indic&tillf: 

tho trend or bueineaa. The deoline in t he Dow-Jonea industria l index 

f rom 196 early 1n V&r<>h to thia week' a low loTel of 171 io likely to 

have &n unfavorab le effect upon buoinell aentimont , and 1ntluenoe 

future ple.na o.ooordingly. 
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Condi tiona in tho ootton tutile industry app!ar to be &rowiy 

loU favorable. AlthoU&)I tho d ... atio CODIIaptiOD of cotton durillf; 

~ch ostabliahod an all-time record , textile ao.leo duriDg Karch and 

April have boon leee eatioto.ctory thaD expected. Department otoroo, 

harlnj; boug)lt too beo.Yi ly 11hen p riooo ,..,., r1e1n15, are io meny o .. e• 

sai d to be r~uoatiD15 dofonoent of doli vori eo uotil May , When a 

broe.delll.n& or coneumer intoroot 1a hoped for . Buyers gooorally have 

antici pated their •-r o.D4 tall n"d' iD large vol.-. Tho rec011t 

docH~~ae in oottoo p.rioea ba•o -.do bla)'erl oautiO\la and obarply re­

duced tho volume or DOW bueinele . Unl••• tho r etail demand for 

finiahed goode improTOI ebortly, a greater than oouooo.l doolin. in 

cotton textile a ct ivity ao•• likely durillf; the •-r aontha. The 

volume ot untilled ordore on tho book• of mille at proeent, however, 

ia believed to be largo onou.gh to maintain aotiTity at high levola 

duri"<l the oocond quarter. 

Tho ft.YOrablo factore in tho illlmodi.ato outlook appear to have 

leso woirJ>t than tho unt'avorable factors , but are auttioiontly ia­

por t ant to be a atrong aupporting influence for buoinoaa duriD15 tho 

co:ni~ month a. Tboao maY be lie ted aa tollowa: 

( 1) Tho roce:nt l!llpro•••nt in real -.gee of factory workera, 

which haa hardly had time , aa yet, to ohow ita ett'oot 

in consumer d-nd· 
(2 ) A continued otroy retail d........S tor automobilee, "llbiob 

mt.y be turther atroDI5thonod during tho aprin& by tho 

improvomont in to.ctory wo.goa mentioned above. Dealer• 

aro reported to he eollillf; oar• aa rapidly aa they oo.n 

obtain th• troa tho factory , with cona11110r d ... o.nd f a r 

from aatiafied. Thia ahould holp maintaiD production 

in tho atool induetry. 
(:1) An inoreaaiy d.uul tor railroad equipaont. !'Ilia deeand 

appears aut't'iciontly urgent not to be atteotod by buei­

noaa unoortaintiea, but may, on tho contrary, be otimu­

lated by deol1lll.D15 ~~&toriala prioea. f!>ia dao will 

tend to -intain tho rato ot output in the ateel indue­

try. 
( <&) A ... u--tntained dcand in t he atoll induatrz. The rate 

ot ateol aoti'rlty baa recently been holding up at a time 

when a aoaeoDill decline coul d bo expootod. Tho poatillf; 

ot uncbanj:ed tilll.ehod atool priooa for tho third quar­

ter, however , haa r<1110Yod tho tear Of turther pri"o in­

oreaaoe , -.biob had been one or tho reaaona tor heaT)' 

advance boolcinga. 
( 6) J. acre peaceful labor dtuation. For the first tt.e in 

montha no aorioua atr1ke throatona eny iDduatry. 

285 

Regraded Uclassified



- 5 -

We oo.n ,.,. nothll!li i n the dtuation o.t thio ti- to auy;eat 110re 

than a t!!ll!>oro.ry utb&ok ln indu1trial o.otlvity . .leide froa the 

probabi lity that•bu1ine11 ha l a dvanced t oo rapidly durin' tho. pa1t 

two quarter• , under the influence of o. ee1-1ntlat1on b0011, o.nd that 

a little time may be necessary to enabl e oono1111ption once more t o , .t 

into etep with production , nothin& 10 far hal occurred , in our eati­

.. tlon, to ohan&e the tund ... ental fa otora po1ntin& t oward a further 

rccovory. 

It 1o true that the •ol..e ot 1nduatr i al production at preeent 

is back to the 1929 level , from whioh the 1evero reoea1ion bes-n 

eir;ht yoara aso, and that the rate of aothity in ,.,.. important 

induatriea exoeeda that of 1929. Cho.n&ed oonditiona , how.Yor , warrant 

the belie f t ha t t he pre1ent 1 .... e1 of indu1trial production 11 not 

directly comparable wi th that of 1929. In the tirat p lac e, the popu­

lation 1n tbie country and doubtleoa in the world baa inoreo.eed over 

the inter-renin& yeara. Our population ... - .. ~ted 1o a percent 

lo.rger tho.n it waa in 1929 , whiob would ju1t1ty e. oorreepondins in­

creaoe in the normal lnol ot industr ial produotion. Secondly, 

owins to tho unueual a .... orlty and duration of thio depreaaion, the 

replacement d..,.and for durable gooda, o.nd oven for many typal of con­

sumer• ' goode , io probably sroo.ter than OYer betoro . Thie apparently 

cxpl aiDI in part the new rooordo bein' made in the textile induotry 

and in the ateel in<Uatry. In the third p lace, an a ppreciable part 

of the preeent volume of industrial production ropreaonta Go•erur.ant­

tiD&ncod order• ror a atorlala uaed in Y&rioue -rgenoy projeota , 

which cannot properly b a conaidored a po.rt of the normal bueineaa 

dsand . Finally, a oontinuad trend toward induatrlalhation, toward 

fo.otory production in place of home o.nd -11 1hop produotioo, and a 

continued inoreaae 1n the nlJIIIbor and vari ety or f'aotory product• 

d......,ded by the oona~C~ publ1o , ahould tend to eatablla b o 

progreuhely higj>er n<>TIII&l leYol or induetrlal pr oduction. A ain&l• 

o.rguzoont on the other aide 1o tbe r aot that reatriotiona on our 

export trade haYO reduoad our production tor export, notabl:y 1a 

autccobilea . Yet our importa have o.lao been r educed to M&rly a oor­

reapondin& des r oe, tbua inoreaain& our d~d for doaeotic produota. 

After each prerloua depresaion in our hiatory the l enl of 

buoinoae activity i n thio country baa rio on to new h igh l OYola • 

In Groat Britain, Japan, and a nwnbor of other countrlea, new high 

levele boTe already been roached &tter the recent deprou ion. On 

theae fa cta alono ono would be juotified in oxpoctins a turtber 

rhe frOD the praaant l&Yol aa b eiq; 110re probab le than a dooline. 

'l'hio belief 1o atronsly aupported by t ho tollawi.ns t a cto• 
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(1) No oharo.oterhtioe of a •Jor top in buaineu a otirlty haYe 

yet appeared. I .nter11t ro.t ea r-in near their loweat levele , wbioh 

auggeat a a rising lon&-tenll treDd ot buainue. llo apeou.latiTa boca, 

auoh aa usua l ly oharaoteriae o a major top in buaineoa aotiYity, baa 

taken pla ce. 1be recent b0011 in oOIIIIIOdity prioea now a ppeara to 

have boon largely of foreign ori,in, and confine d in ita ape oulat1Ye 

e t f eot a ainly to forei15t1 ooUDtriea. Perilapa it .. rl<a a.n iaportant 

top in the Britiah bueineae oyola. ln thia country there baa b een 

no opeoula tive boom in the atook market , no mat erial inoreaee 1D 

brotera ' l oana , and no booa in land Y&l uea. 

(2) A§rioulture baa , aa yet aoaroely contributed i'• normal 

ahare to buaineu proaper1!f· 'ith production a erioualy curtailed 

by three suooeeaive yaera o drought, the tanD11115 induatry baa not 

yet shown ita pote.atial intl uenoe 1D pr...,tilll5 recovery. 1bia, in 

t urn, is an important reuon for the lag&il\15 t read ot railroad 

oarai~o &Dd ro.ilro&d equipo:18nt pur ohaa1D& • 1be powerful iatluenoe 

of boa..-y a &rioultural production upoa iDduatrial a otirlty &Dd oor­

poratl on inoomee 11 aeen in the feet that reconry from nearly all 

provioua depreolions occurred in bu.per-orop yeara. 1be proopeot 

of increased agricultural purohaliJ115 power aext fall , ao well aa an 

lnoreaaed volume of o r opa to be moved by the r a ilroad• and prooeooed 

by "*nute oturing oonoerna , will prove a atr<m& oupport to buaiDau 

during the final quarter of t he yeer. AaaUIIIing nonoal yields , an 

increaae of a pproxbately 6 percent in the vol.- or crop and liTe­

otook production oen be expected during the 19!7 calendar year, with 

crop production probably exceeding l aet year by around 10 percent. 

6ecauoe stool<a ot egrioulturel oCIIIIIOOditiea have been greatly reduced, 

and prices have risen einoe last fall , the inoreaood cropa will h&Te 

re latiYoly little e tfeot in depreoaing prices ao ca.pared with thoae 

prevailing when l aot year' a crop -• -rketed. AD agricultural in­

ecce this year 10 to 12 percent larger then laet yoer se ... a 

reasonable expectation. 

(S) A reYival ot buildi!!ll aoth1ty hae yet to pley ita part 

in tho busineu recovery. That thia oYent\&lly will beccae en 1&­

portant rector il indicated by tho hu,e de ficit in both residential 

end hea..-y conatruction th&t baa a cO\IIIIulated ainoo the dooline began 

in 1928 . In bgland, wbe ro r eoOYery began n.early tWQ year• earlier 

than in thie eountry, a building boca occurred during tho fourth and 

fi fth y oere ot reconry , and wae lar' ely inatr\lllental in rahing in­

dustrial eotiv1 ty in 19$5 to lonla exce eding those or 1929. ln the 

United Stateo, buildiD& oonetruotion Ilea rav1Yed gradually oinoe the 

low in l9Sll , but ie ot111 below no._l. Tbe i11de:x ot reaidontial 

<>onotruotion oontreote e-rdod during tho tiret quarter of thio year, 

... COIIIputed by t ho Federal a ....... Boerd . ... only 42 peroont ot t he 

1923-26 anrage , aa ocapt.r od with 125 percent during the peak yeer 

1928. lon-reoidential <>ontreota a...-ded durinc the firat fiuertar, 

excluding thole tor public work• end publi c utilitiee, .. r • 65 peroent 

ot the 192$-26 eYerage, which o..,pare1 with 142 per cent in beth 1928 

and 1929. 

297 

Regraded Uclassified



- 7 -

The preaent low lnel of 00111truotion ,_. to be due in larce 

. .. alll'e to hit;ll -teri&l ooata, together 111. th t he taot that illdhidual 

and oorporstion ino ... e baYe onl:y reoentl7 rlaen -b a bon wbat aight 

be tormed "aubahtenoe leYela. • A oonetruotion bO<& requirea not onl7 

an ur gent need for n- oonatruotion,wbioh edate at pr81ent , but in 

addi t ion it require• both the ablli-.:y and the 111.llinpMa to pa:y tor 

.. .,. houa .. , n- taotoriea , eto. The abilit:y to p&:y baa d.,..eloped 

la.rgol:y during the paat ,..ar, but t he 111.1UncJiesa to p&:y ae .. a till 

to be hold baolc b:y tho high ooat of - t eriall . Th1a, in partioular , 

dhoouragea apeoulathe bui lding, wh1oh hu b .. n an Ulportant taotor 
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1n previoua building boaaa. I f t he reo.ut decline in oa.modit,. prioea 

ahould bring a reduction in priooa of building ateriala, it 11 ontirel:y 

possible that oonatruotion aotirlt:y _,. aupport bua1neu on an:y reoeaaion, 

and J1!A:f n on, a a in Groat Brl tain, load the next upturn. 

With t heao major taotora atill polntLQg toward higher l OYola of 

induatrial aotirlt:y onr the longer tono, it h ditficult to foroaoe 

e10ro than a t-pol'llr:y aetbe.olc in buaineu during tn?. Inoreued 

agrioultul'lll incan81, an inoroued vol"""' of agrioultural p_r oduotion, 

and a hoaYJ Tol\llle ot roaidential and taotor:y oonatruotion would 1n 

them10lveo tend to a up port J:lO&t other branohu ot induo tr:y, partic­

ularl:y i n railroad aquip~ent, auto110b1lu, oonetruotion ~ateriala, 

and otool. 

Security Priooo 

ainoo tho oa.Jc -• 

Vari oua t aotora are rooponaiblo tor tho dooline 1n the atoolc 

Mrk8t . Tho &OY-nt appaara to han boon initiated b:y tho drop in 

bond prieta, whioh OOOilrrad juet before atoolca roaohad their peale. 

The weo.Jm.oaa in boDda apparentl:y had a oortain effoot in dhturbb~S 

oonticlenoo of innoto ro 1n tho out look for a eo uri tie a , bringing 

prooautionar:y liquiclation of atoolce on tho part of Ulportant 111-

•••tora. Declining cooaoodit:y prloaa later hac! an unfaYorab lo 

r oaotion on tho atoolt IUU'ltet, laadiJIC to tho ballot that inflation 

lal.ght be loainc ito otteot u a buaineao aDd opeoulatho 1Dfhenoo. 

D1aa.ppo1ntiJI& earninga ropcrta tor tho f irat quarter _,.. allo a 

taotor in the •rlcot, 1nd1oat1ng tlat ~ otoolta bad OYOr-dho-tad 

oarnlngo proapooto, Th1a -• partioularl:y t r ue of tha utilitie• and 

rood ooepe.nioa, a alabor of wbioh reported earninga l.,..r than tho 

r trot quarter or laat ,..ar. While earninr;o genorsll:y ahond good 

p.ina ao oapared 111. th tho oorroaponding quarter of 19!8, tho:y -.do 

an unfavorable o.-partaon w1 th tho lut q•rtor oornlngo of that 
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year. Tbio l-.1 to the teelb~& in •~ quartan that inoreaa-.1 labor 

om -.to rial coats ... r. cutti.Dc into corporation prorl to . juatltyinc 

a lawor level ot otock prioea. 

llore recently , a peralatct ••llbl& ..,... • .,t by toreip holder• 

of Alllerl .. Jl atooka has '"iglled heavily a&ainat the -.rlcet and • • an 

illlportiJlt factor on laot ""lc' a decline. Previoualy, duri.Dc the put 

yoar or more , auoh selling hae been of ehort clll,..tion , aDd toroip 

t radero ha•e tllrned aoti•el:y to the bll;ying eide when the atoelc .. rlcet 

ra llied. This time the oellinc baa cout1nued on ralliea IJld followed 

t he market down on enauinr; deolineo. 

Our raaaoning ouggeato that thio -y -..It the boginninc ot a 

...... ant a-:r troaa Aaerioan aeouritiee, IJld ~ oontinue ao a 

deprouing t aotor in the etock marbt. The origlne.l blqing ot our 

aeouritieo appear• to haTe been done largely for two purpoieo• to 

proTide a oafer inTie-nt for oapital the.n '"' &T&ilable 1n Europe 

under ita continual threat of _,., a Dd to take adnutage ot rlaing 

price trenda and improTlng budneaa in U.ie country. The aToidiJlce 

of taxes haa &leo apparently been a taotor of ec.e boportanoe. 

llithin the paat two weelce a decided ohange hu appeared in luropiiJl 

,.r aentlMnt. The poaeibility now appearo the.t the boportant 

European power• may agree to an international oonterenoe loolcing 

tofte.rd the .. ttl..,..nt of eooncnio diftioultl11 and the haltinc of 

t ho ra-arm&~~ent race. It euooe11tul, thla would ainillioe or r_,...e 

one of the iaportiJlt faotoro reoponaible for foreip buying or 

No&rican llouritiee . In the 11coDC! plaoe, the recent oollapee 1n 

COOJnodit;y prioea , the decline in corporate earningl, and the =­
favorable action or the etook _,.lcet itlllf, han all tended to 

discourage inTeotmenta ba11d on the theory ot rising protito in 

Acerican industry. Theae a re etrong o.rgumenta tor a belief that 

a ,. .. .,ent ot to....,ign t\Jndo out of Aaarioan oeouritlea •Y bt.Ye 

begun. 

An ane.l:yoio ot tbe ..,... .. .,t ot foreign tranaactiono over tlw 

past two years 1n relation to the trend of the otook market ohowe 

t hat foroip oellinr; tende to be heaTloot during peri odo or llal"ket 

woolaleaa , which auggeoto the.t the roroisn boldine;• are partly 

opeculati•e 1n nature. To the eztent that thil io tru., they •7 

continue to be llquidat-.1 on a deolininr; .arket, like otber opeoula­

tin accounto , and tend to 'proloag U.e reoeut -rket deoline. 

llo extended deoli.,. in otook rioea h-~Yer •- in ros ot. 

llbile t1w e tfeot o oreip ael inr; r-ino an unoorte.in t aotor, t e 

lack ot a~ larce opeoula tin 1utereet in the atoek ..,.ket in thia 

country, tor;eth• with the taYorable lonr;-tena buoineoo outlook, the 

low lenl of interoat ... teo and the YOl ... l or t\ulda eeek1nc 1Dnat­

ment, oug eat tlwt UQ' deollM 1n otook prioea OYir the ....t t• 
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..onths 1a 11ke l:y to be or IIOCiwate proportion.. lone or t he 

l)'lllptoma which in t he pu t heve usually preceded a n extend ed -rlcet 

decline, ouch aa a high voluae or brokers' loana , hi&h oall •one:y 

rat es , and a hea vy volume of atook tranaactiona , heve :yet appeared. 

Stocke ee .. generally not over-Talued in rel a tion to earninsa , par­

ticularly when the prevailing low l evel of 1ntereot rates 1a taken 

into account . In their decline over the past month and a half, they 

have already diaoounted , at l eaat in part , an expe cted setback in 

buai neoa . Aa a matter of fact, at llonda.:y' • low the Dow-Jcnea in­

dustrial index had declined to the lowest levela of October, 1938, 

during which month the Federal Reaern Board production indax stood 

at 110. Through their tendeno;y to anticipate chan&e• in buai.neaa 

a0121e time in advance, a took prices may b e expect ad to meet aupport 

a nd begin an upward trend •-e t ime before bua ineaa actually starte 

to im;>ro .... 

The bond l!lllrkot 1a bepnninl; to show evidence of support , both 

for C-oven111lent& and corpora te a, wbioh usually preoedea a t urn toward 

a rlaing ~~arket trend. The decline in bollde began earlier than the 

declines in either stocks or oommoditieo. Among the varioua quoted 

price oeriea, the Annaliet average of 10 hi~ grade rail bonds reached 

a peat u early aa mid- Dilo-ber , and atarted to de cline aharply jllat 

after tha middle of Januar y . Bonde of thie class reached a low 

point at the middle of llarch a nd have et rong}y held their ground 

oinoe that tiae, despite w.akneas in other diviaiona of the bond 

t".arket .. well .. in reilroad ...... n atooke . The Dow-Jone• index or 

corporate bonds , which ie tTenl:y divided between high grade reile, 

ucond grade rail a, industrial• and utili ties, started t o decline 

aha rp l:y during 
0 
the latter part of February. Thh group hea alao 

ahcrrm evidence of increaoed buying, and on t he recent break in the 

stock market it feiled to reach ita previous low. 

The trend of prioeo for Britiah oonaolo ie oonapiououe as an 

example ot support followed by a mo?ement toward hi~her le?ela . 

The decline in theoo bonds atarted oonaiderabl:y earlier than in 

U. So Govern-Ant bond a, during tho latter part of llov.-ber , and be­

O&N otabiUaed during lleroh .,., our bolide ouffered their greateot 

decline. Since then the trend heo been slowly upward , w1 th last 

week abow!n& a eherper riao in the taoo of a decline 1n Britioh 

otook pricea . The a rket for U. S. CovarDr.ent bondo bae been 

at o.biliaad during Apr il, a nd the pri ce trend baa much tho aoae 

appearance u the trend of Brit iab oon.aole during lleroh . Our 

el<Jier1en" lead• ua to beline that bondo will be tirot to atrengthon 

a fter the recent deolinu in the security and o-.lity aarketa . The 

increued buying interoot ""ioh hal prOYided aupport for all t;ypea of 

bonda during the put oeveral week& in t he floe of weakneu in other 

Mrkete •Y be preUJlinar;y to the bo&innin£ of another upward aCYl­

mont in bond prioeo. 
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Caa=oditz Price Situation 

Durl%16 the paat ah: aotttha we bave aHn e rather typical rile t.Dd 

fn ll Of a l peCUl&t ive oyole in OCI:IIIIodity prices , th~ .... baTe yet to 

rau thrO\Ig)l the final otar;e of that oyole, which 1o nonally repre­

oented by a prolonged period durin& Which the specula tive bol dine• 

1 0<1ui red at higller lnels are r;radually liquida ted , u inoroaeed pro­

duction atilllulated by the price boom brings pror;reuiTely lcnrer prioea . 

Tho t rend of CONIOdity prices in the United Statea by weeki oinoe lut 

Au.;ust 1a shown in Chart 2, whi ch ocmpo.res the BLS spot price index of 

SO senoithe colllllodit iee w1 th the Dow- Jones index of tuturu priceo tor 

11 coaoodities. 

The rile contoraed in .oat reop ecto with the uoual pattern for a 

speculative rhe. Startin& in an orderly manner duri~~& October and 

?;ovo:>ber , it gained 11101Dent1110 ao more and more buyoro were attracted 

into tho CCIIIIlodi ty .arlee to by widespread inflation and rearmom""t 

publicity. C01111110c!i ty apeouletion appe.rently wu oentered in London, 

1111. th Europe aa a whole talc1Dg a much "'ore ~ortant part in the lll&rlcet 

than thi s country . The rioeo in practically all speculative coaooditieo, 

a ooording to trade report a , were initiat ed by foreign buyill&. A foreign 

dlopatcb t o the Wall Street Journal recently mentioned t hat opeculetion 

in arJ:JOJllent and gold obarea aa well u oacmoditiee in London bad been 

ro.cpant for aontbe , and bad intereoted all oleaeee of the tradin& public . 

ln cet·toin roapeota the speculation in commoditica ab road appcare to 

have been CQC:parab le with our otoolc speculation of 1929. An afte,._th 

of thio situation wae the moot aevere COCI!Iodi ty decline in t he London 

111.r1<et tbat bad been recorded for aey one day since Reuter' a oo...,odity 

price index waa atarted in 19~1, tor; ether w1 tb nuaerouo reporto of 

finan<>io.l diffioultieo among oa:anod1ty tradera . 1lh1le the volumD of 

c"""""'ity apecula tion in tbio ooutttry ohowed a lar&e increase , judgln& 

f r om the publiohed tigureo on trading volume, it apparently wao much 

has extenoivo than abroad , and ito after-effect a are likely to be 

much l oaa eerioue. 

The trend of c..,...,.U ty prioea over the IM'•t oevero.l 11ontho, u 

shown in Chart 2, l.lldiceteo that a typical "double top" hal been 

fOTIIed , llbioh ottan proced .. a rather extandad decline. Thio 1• 

particularly OYidont in the index of future• priceo . Pollowin& the 

top reaohed in early J..,...ry, a reaction ooourred leoti~~& nearly t1IO 

110ntha, Durinr; Karoh a aeoond upturn carried the l.lldex al1£)ttly 

al.ove its previous top , but tho r;aino could not bo held, and during 

April a vory aharp decline baa ooourred. Priceo are now back to 

the lOYol at ""'icb they received aupport durin& February. 

The re are oevoral reaaono for beliOT tha t the trand ot oca-

modi ty prioea froa t hia level ,.y be down-.rd. 1 An over-bou£)tt 

a1tua t1on oreated by a apeculatiTO b0011 1• practically D8Tir corrected 
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by a abort reaotion, h-er abarp , bllt a period or aeYeral aoontba 

i s llaualq reqllired tor tbe l1qu1clat1on ot WMli: apeolllatin holdl.nga. 

In 19:SS, tor eDI'Iple, tbe tirat abarp r•otion in l ate Jul;r waa tol­

l on<l by a e;enoral deol1De laatl.ng llDt11 Deo•ber, (2) The inareued 

prad..,tion tbat 1a be l.ng broll9lt Ollt b7 the preeant hisj\ prio .. 1e 

l !.Jcely to be a sore nident -rket taotor nut tall than it 1a Dtlll. 

I n 1110et future• -rkete, partioularly for agricultural produota, tbe 

tall IIIOnthe are q~&oted at eubatantial diaoounto rroa preaent apot 

pr i oea. I n the oaae ot the •tala and oertain other no-p-1oultural 

oanmod1tiea, preoent prioe leYelo are beliend to be oonddorabl;r 

aba-te production ooato, a oitllation whioh in the poat baa uaually 

been ooon oorrooted. (ll) The poaaibility or a halt in tbe European 

rearmament raoe , whioh baa broue;ht a oollapoe in the prioea or Lna­

oment atooko on Elli'Opean exohan&ea, reaoveo one or the baoeo tor the 

apeoulathe bo<a in Ntala an4 oert&in other o-.litieo. (•) jzq 

reoeaaion in bua ineaa thia ouaaer would tend to reduoe the deaaad tor 

CQlllllloditiea, p&rtioularly in Tift or inare&aed inTentoriea that have 

been bllil t up in •- induotrieo. 

The lODf:er tara trend apparently oontinuea in favor or ri al.ng 

coaoodity prioea thro~~&h the effect or exp&Dill.ng industrial d..,d, 

ino,.euine; labor ooato , an oxponoion in bank orodit, and inor•oed 

,,.orld gold reaer••• · 
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f edenl ... _. a ..... !Ada ot IAdutrial l'rocl1aotioe. 
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.o 

.o 

- 0 . 1 

.o 
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.o 
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TREASURY DEPARTMENT 

..... .lprU 28, l9liT, 

,. Secretary Worsenth&u 

J,lr, White J'/Ju/ 
Subjeot • Connroation with Dr. otto Jeidelo , April 26, 1937. 

Dr . J eideh 16 one ot the oeer• ot the lerseot wholly priYatel;y 

cnmed ~ in GenaaDY, the Berliner lla.ndells .. ellach&tt, whiah 11 the 

m alleot ot t he big tin -roial ~. A oonaular report ot 

June 26, l9S6, reported that in llo,..ber 19:U a large bloolt ot the 

bank '• otook wu purohued by Aaerioan ~inS intereoto. Ito uoeto 

are reported to be about 275 billion aarkl . A a\llllllary or hi• rl ... 

on numerous topioe, ottered in reoponoe to a tew direct queltiono 

durinS the ooll't'eraetion, tollcore• 

(The f ollowing are Dr. Jeidell' .-i ... deaoribed trao meaor;y1 oboer.-a­

t iona in parenth•••• are aine.) 

1. The Oenoan bucl§!t dt•tion. 

Dr. Jeidell .tate• the eltl.Joatee aade in -roue quarter• that 

the "hidden" . t loatinS debt ot the Oenu.n Oonnaent io troa 40 to 

50 billion marka are auob too hish• He .. ts.etea that the Gon.,....t 

iuued tr011 s to ' bUlion ot the .. (Arbeitobeeobatt\mgl n oboel) 

ohort-tera billa durinS 19ll8, aakinS a total outltandinS ot 12 to 15 bU-

lion . Be ola1lll that the eetiaatee aade bJ •- reliable eeoo-aihta, 
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Secretary Jlor&ellth&u - 2 -

tho~~&h oaretully arrl...t at, ar• u error reault~ rr... the taet 

that the notee are renewable .... ry three a011tbe ud p~t to ll1duetry 

ls aado by gbing t h• l iTeral notee dated ahead to replaoe the on. 

f alling due lnumuoh aa they do not aature ....til at leaet a year. Be, 

therefore, th1nka that tho Yarloua ooonaaiate baTe added up theee notee 

W~~~lllatlTely ud thereby lzltroduoed a larf>O error 111 thelr eet-tee. 

( Caref'lll etudlee -.hlch aTOid the error he retere to haTe been made and 

point to a tlgure oloaer to 2e bllllon than tole. ) 

One or tho atrong teaturee ot tho Gol'lllen bu.dt>et , he •pbo.oi&od 1n 

l1llf oonTeroation with hill ""' aore thu he did at the earlier oOD­

terenoo, -e the taot that only 1 billion Ollt ot the total lS billion 

reported expendl tllroe ie uaed to pa.y tor intereat and outstending 

todero.l debt . Tbia he oampo.red with intoroet ud o.mort i aation burdea 

ot 18 billion .tranoe out of a total budset expendit=• of 40 billl011 

in the oaeo of Fro.noo. 

(Be areretated tho proportion ot the French budget going to po.y­

MDt Of inter .. t t.11d -rtieatica by not inoludlng the "extraordinary" 

expenditllJ'eo ..,ioh are part ot Frano•'• umual budset• llorooTOr, tho 

oxiatonoe of a larso proportlca ot tho total budf>et roqulred tor eorrlo­

ing debt doee not ot iteolt o011atitute a alp of aotual -.lalou, nor 

tho aba-• a •isn ot tin&l1o1al atronsth. Dlo intereet charse • •S• Oil 

the Brit1ah GCI'f'e..-~t debt ia o ... r 25 poroeot. Tho gran WMI<neu 1n 

the Genun ao ... ......,t tinenooe are (a ) her inability to aorTioe her 
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toreir;n debt , thuo aaldAc it illpouible tor b.,. to obtain bedly Deeded 

f oreign loane, and (b) the rapid rate at which her "bidden" debt 1o 

growing• The billa whioh make up t bie debt are not 1n f aot rediooount­

able, and maturitiee are trequently met with ~a.) 

Dr . Jeidell felt that the German Goni"DIU!lt finanoea•are not bad, 

and t hat there -s no danger of oerloue budg~ary diftioultiea. (011 

thil point I suspected his optllli., 'IOU dictated aore by political 

oaut lon and e~enoy rat her than hio .-...luatlon of the oituation u 

an able banker . ) 

Expenditure on ..,. .. eats 1n l9l56 . 

Usin& the published budget figures , and addinG the omount of billa 

whioh he eetl.matee were 1eoued in 1936, he arrives at an estimate of 

about 9 billions spent on armament• in 19~. Thia eotJ..ate 11 3 bW1on 

more than the one i ssued by the Foreign Polley Aaeociatlon, but 3 bil· 

lien leao than the one theu&bt to be reuonably correct by Captain 

Pulu t on. 

( Judgin2; trcaa hie liJcely under11t1m&te of the total ot ahort-tera 

billa, hio estimate of the 19~ iooue lo probably also low, and there­

for o hie ut!Ju.te of German expenditure on armcnente which -• pertly 

baaed on that estimate would likewioe be low. ) 

2 . Devaluation ot the .ark. 

Dr. Jddelo expreued the opillion that Ge~ bed veey little to 

gain by 
1 

r .-..J.aetion of the aerk at thio tim&. 'l'bo econcalo adnnt-cu 
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t het would aGGrue hao WGh a IIIOYe were, he belin ed, ali;;ht 1.n rl­

ot the large proport ion or he.r aport• that are oold under olearJ.ns 

agre-'lto or opeoial aarl<e . lnaallluoh u the olear!.n;; ar;re•enta haft 

aaoe tillle to run and beoauoe numerouo toreiGQ oountr ieo haTe built up 

lar&• blocked balanoeo in GeX'IIIal!Y aa a r11ult ot those ogre•ente, 

>lhioh they oan reduce only by buyl.n& Gennon goode at the n<l111nal ~~~arket 

rate , Germ~ still hae an adYontage with reepect to that trade whioh 

abe would loae it deTalll&tion took place . ( Thio advanta&e obtained 

trCiil her clearing agrecent.il rapidly Vowin& l eu O'lri.llg to t he tact 

t het cleari:ng a&re«~enta with Ger!J!$JV are beoomln& leas popular . 

Ge~ io resort ing more and mor e to auboidic1ng her exporto in order 

to obtain foreign buai neoa . ) 
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Be admit ted that deYaluation would very muGb oimplity their exohan&• 

coctrol and would otl.aulate their exports o.......tlat, but otated that the 

chie t reaaon 'lilly it wu telt 1.n Gen:aey that deYaluo.tion 110uld be 

unwise at this time .ao the d&n&er ot a reoultant rise in priGeo 1.n 

• 
Ce nnany and the political consequencce of ouch a r ise. The German 

Government ie lllt.kl.ng eve ry effort to keep prices down. Ho Gla1me that 

the cost of HYing hu rison only 16 percent al.nce Bitler c..,e l.nto 

of.rice, end thet thOU&)> wa&e rat e s heYe net riaen aa auoh the JM2ber of 

100rkillg hours and workl.n& dqo per year heft increaaed 00 ueatl y thet 

t he annual earning• ot the averat;e Gen:w> hu l.ncreaaed enou&)\ to 

offset the rioe 1n the ooet of living . Therefore be oonoludee there 
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11 no ft.ll in the etandard ot living. Bownr , aey oharp riee in 

pricu now would etir up dieocmtent and a dellld tor wa,;e increau1 • 

The Genlllll Gonrmoent 11 tor olTrioua re&aoD.ll anxioue to &Told etimu­

latin& any popular diooontent . 

s. Foreigp exchange problem. 

Ge.rmany' a toreir;n exchenge problom 18 more acute than ever not­

withetanding the fact that her export• ha•e increaoed oubet~ially 

(her export aurpluo 1e reported to be about 100 aUlion =arks &reator 

tor tha firet quarter ot 19:17 than it -• for the t iret quarter ot 

1936) . As statad above, tha advantaga which ehe tormerly poaoaaoed 

through the clearing agreements 18 diaappear1"3• The market baa 

chansed t r CIII a buyer 1 a market to a sellar 1 1 market and GerJ:J.ODY 18 no 

lo"3er i n .. poeition to exact advantageoue terae in hor elear1"3 av•e­

Denta aa ehe -• lut year and the year betore. Lilcew1ae the riae in 

the pr i ce of raw materiala which Germany muet have both for dCJ!Ieotio 

noeda and axporte 1e le&Ti"3 a amall m&r&in of benefit to har axporta 

en<!, laatly, mora end more ot her imported raw material• aro being 

uaad either for war atoree or war matarial . 

Trad• with the United Statae with epeoial aarke. 

Dr. Jeidela ia not nry hopeful that the Treasury regulati.., 

(Dec•ber 211 , 19a6) relat1113 to trade with the United Statea with 

epeoial markl will •ake it poeeible for Ge....any to axport 111uoh more 

to the United Stat•• than eha ia doin£ now. n.e "Ccmtinental r radin£ 
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Compaey" , organhed & fft aoutho &go in the United Statu to aeOIIJ'e 

t r&<le under the .,.. regulation, bu not e.oooapl1ahed auob ;ret . Be 

ato.ted that the orga.n1r.e.t1on 1a a "quui-offioial" - · 

4. Gei'!IIAey' • foreir;n credit . 

Be feels that Germaey ought not to expe ot to reoei vo long- tenn 

foreign loans because it does not e.ppear that aha will have aey euooeu 

in setting the. ltoreover long-tom loana would not be in Ge~·. 

beat intereot . What abe needa e.re 6 and 9-aonth oredita with whieh 

to f inance raw material inveutoriea abe greatly needa . It only 

Go~ could get the credit with which to get the raw a ateriale ehe 

woul d have no ditfioulty whatsoever in meeting all kinde ot competi­

tion tor manufactured goode . The only chance tor Ge~ to get theae 

toreicn cred its ie to firet pay off a portion of her long-tera foreign 

debt (three-fourtha of thia foreign debt 1e ooapletely in datault and 
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one-fourth partly) and the ..Sjuet the rcainder on eoae beeia ot 

Gen:~aey• a ability to meet the p~ente. The loan• following the adjuat­

ment would ho.ve to be ao.de with a "ll)'lllpo.thetio under standing" ot 

Gei">Wlf • a probl• beoauae on the buia ot cold eoonoaio tact a GeJ'IIl&ey 

would han o. difficult tiae ot obtaining e:tJ;¥ oreditl even if her long-

6. Ger.a;y• • tuture . 

Be teela oert&in tbat GeJ'IIl&ey will be e.bh to pull through.<­

it he felt otberwiae I don't ••• how he oo\lld afford to aay ao here, 

ainoe attar all he ia not an uniaportellt peraona&• in Gen:a>Q' • and, 
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inoid<mt&lly. apP"J"I to ba quite .friendly with Schacht) . 

Ge~'• GOTel"lll.,t ttn.neial eituatio.n will DOt baa oouroa of 

t rouble at leaet tor a long t1ae to ocma. Unaployaent 11 at a nry 

l ow level1 etrU:ea han been virtu&lly e liminatadJ tlla "POW"-year• 

plan will have acme auooeu, and atter ita cOODplotillll and tile btprove­

mont or the world oituation Ctemany will ba aoon<rdo&lly better ott 

than ever . 
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It ia DOt Gen:w>y ' a aoODaDic tutura, but her political and ouJ.tural 

tuture that aakea bia uneaay . Ge~'• etrenctb and -alene•• both lie 

in what be likea to o&ll her "Spartan" nature . Oel'lll&Jla love diaoipl1ae1 

t hoy have an lllllt.tinc ability to take and execute orders. "J(y .,., 

clorka" , be said, "tell me they love to put on a uniform and take 

orders. They are very happy doing thin&• 1D a au. Geraana len to 

t ake ordere. • 

It 1a true that they are t iring ot the apeeoboa of Bitler and bia 

colleagues and that the authorities are finding it bard ... to give tl\­

aanetlling naw to keep tb., •ot1onally et1rred up. but the yaara ot 

coaselesa, high powered pr opaganda haa had ita etfeot . They have 

already for gotten what it ner -.a to have tree apeaob• tree oritioi•• 

or oc.oplete traadca ot action. !bey don't nan ••., to aiaa it . !bia 

11eana that Gera&Jll)' 1a a aarvellou• machine. geared, to be aura, largely 

on a war basia. Gera&aJ'• waakneaa i e bar laok ot 1Dtelleotu&l tree­

dam, The darkeat a pot in Genoany • a future 1a the taot that intellectual 

treed= 11 baillg oruabad and the eplendid denlopo.,t ot GeriWl aolenoa 
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which haa marked Geraaey• o pro&reu in tho peot will disappear 'baoauoo 

pure and truittul reoearoh 1o not prcaotod by tho current ~ of lito 

in Geraony. The YOW!f; aon hue had their hi&h ochool per iod ahortiDid , 

they spend 1t to ~ yoaro in the ano;y or labor c .. pe and their oolh&o 

couroea are taken up in oubotantial part by political activitioo. Bo­

aidea, a sroat maey ot the loadero in ecieDoo have become exiled and 

are thereby developins no otudente to carry =• 
Li t tle 1o mom in Oe~ ot what 1o really happon.in& in Spain 

or eleewboro in the world . 'lhe D.,.. 1a lOOre otandardi&od than e.,..r, 

DO foreign paper printed in German 1o pel'lllitted in t ho country, and 

foreign Dswapapera are oxpeneivo. Thue ver;y tew pereoDe have acceoo 

to Dewe trcn outeide of Goraan;y, and what ie dilturbins il that the 

public dee en •t oo• to aind the otriot coneorehip nr;y JIIUoh . 

(I think that hio feare with roepeot to ocientitio prosrooo in 

Gonnany aro somewhat •'""-"orated. ~ can hardly contribute uoarly 

ao IIIUoh in tho fUturo u ohe hao in the put in tho field of ecientitio 

r oooarch both pure and applied. On tho other bend , tho truito of 

reeoarch in all foroisn countr ies are aftilable in the oo1ent11'io jour­

ll&lo ODd tho reoulto ot ouoh reooarch uootul to 1Dcluotr;y "WOuld bo 

readily adapted by tho ltind ot teolmical aou eich Ger'II8JV 11 Dow 

train1n!:• Go~ and tho world will ou.tfor a lou in ocieuoe, ot 

couroe, but that lou will in no oenoo cripple GoraoDY or cauao hor 

to fall in tho ocale ot otticient produooro. 'llhilo I bolton ho 

exogoratod tho ac!Terao ortoot en Geraaey'e induotrial d..,..lopo.,t 
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caueecl by the cleath ot illtellecrtual tJ'eeclca, he appearecl to UDder­

evalut.to t he l ou to the Genun people in teJ'IIa ot apir itual aDd 

cultural Tt.luea . BO'Iftl'f1lr, wbe be wu ape&ltiJlc on that aapeet of the 

oubj eot 1 hac! the definite teeliq that he - • harlng a hard tille 

re~trt.inlng h1anlt trca epeeldng h.ia a!.Dd tree~ . ) 
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Present: 

&lr . Magill 
&lr. 011phlln t 
&lr. Helverl.ng 
&lr. llcReynolde 
&lra. JClotz 

April 29, 1937 
3: 35 pa 
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l!ll ,Jr: Come on, &lr. lfa8ill. Now we will have aomethl.ng 

that is good. I am trying t o do everything t hat is difficult 
before I leave tomorrow afternoon. 

Kr. Uagill: Well, the situation ie this: aa we all know, 
the final step 1n t he determination or tax liability, when 

the Bureau baa finally made up ita mind that an additional 

amount i e due or what has been recorded, the Comaisaionar aende 

out what is called a detio1e~oy l etter or a 90- day l etter which 

gives t he tax- payer right or appeal to the Board or Tax Appeals 

within that time. He fi les a petition. The period was made 

90 days rather than &o 1n order to give the tax-pa,yer an op­
portunity or coming 1n and disoueeing with the Commiu1oner the 

possibi l ity or settling the case, and a good ma~ cases are 

settled that W&7 . There are, however , many more oaeee ap­

pealed to the Board t han the Board in ita present meoA&Diaa 
can possiblY hear, eo that i t has been essential, practically 

all the time during the lite or the Board, t o have some ma­

chinery t or settling these cases which have been appeal ed but 
, wbl eh, it not settled, eimply back up on the Board's docket. 

In tb.at connection, I think the Board now has aome 
$550,000,000 deficiency unheard and altbougb tbe1r backlog 

1o a million or lese ( I think it is not qui te aa low ae it 
was some yeara ago), they etill have untried about 8, 500 oaeee 

and they can try on the average about 1500 a year, and t here 
are appealed to t hea running around 4500 caaee a year. So 
i t ia eaaential that there ahould be aoae kind or aettleaent 

machinery 1t the Treaaury ia going t o get 1te money in any 

reasonable length or time. 

Now, way baolt 1n Jolr. Mellon' • 4A:1 t here waa created what 

wae then called a Special Adv1eory Co .. ittae with a view t o 
doing thia Job or d iapoa1ng or theae caaaa , ao that the Board 
would not bog down in 1ta work and we would get our aoney, and 

Regraded Uclassified



-2-

that. body has continued in various rorms. Toda.Y it il 
called t he Technical Starr and pe rtorms t he same function . 
The Techni cal Starr, in other words, i1 a body whi oh ie 
des1gnat.ed by the Commissioner (ie in hie office) whoee 
dut i es ar e t.o advise him wi th respeot. to the dispoeition 
or these controversies. To wi nd up t hat part of it, the 
Coam1ssi oner ha1 det.ermined deficiency 1n the case or this 
taxpayer in such and auch an amount. Jd it s tands now, and 
has been t or some time, the Technical Start will engage 1n 
negotiations with t he taxpayer and his lawyer; the Tech­
nical Staff ~ recommend whereas the deficiency determined 
was $1, 000, 000 that it is t.o t.he 1nt.ereat. ot the Government 
to settle on a basis of $500, 000 or $700,000, and they malts 
t.nat recommendation to t.he Commissioner and the Commissioner 
proceeds t.o s1gn a eett.lement agreement with them on that 
basis. 

31S 

Now, you notice t.hat t heee cases eo settl ed 1n t his way 
are 1n large part caeee which have been taken t o the Board 
by petit.ion and t o whi ch the General counsel's orrice has 
then t iled an answer, as a rule generallY denying the8e facta, 
so that in that sense t hey have been 1n the General Counsel's 
Office and t he question then ariee8 • . .. 

!!K.Jr: May I interrupt? When you get through, it there 
18 any conflict, it the pr ocedure was dif ferent before we est 
up the General Counsel's Office, will you describe that? 

Kr• llagill: Yea. 
wae. 

As a matter of t act, I don 't think it 

!Q( ,Jr: I mean, ie it different since we have set up the 
Gener al Counsel 's Ott ioe in the Treasury or did the General 
Counsel or Internal R.venue have that seme authority before 
the position ot Mr. Oliphant wae oreated? In other words, 
i e t hie eet-up pract.1cally t.he 8&1118 a8 it wae when there wa8 
a General Counsel or Internal Revanuet 

Mr· Masilt: I put it this way : I t hink -- in f aot, it 
18,so tar a1he tactual machinery. What machinery exi8ts, 
ln tact, I think it i e Just. t.he eame. Now ae to whether 
the legal situation hal changed b7 viture or the cr eation 
ot the General Couneel'e ..•.. 

IDL...l!:• No · that does not partioularlY int.ereet ... 
It' e JUit ·whether the -ohlnery 18 the 881DI t.oda,y or handl1.ng 
these ca8ee a 1 when t here was a General Counsel 1n Int.ernal 

Revenue? 
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Mr. YBAfll: So tar ae I know, it ia. Isn't that truer 
There ha~waT• been, practicall1 since the Board wae ee­
tabliahed -- this Technical Advisor, Co .. ittee came into ex­
istence about 1928 when the Board first etarted to tunotionf 

Mr. Helverine.: Uh-huh. 

Mr. Uag1ll: And baa been 1n cont1nuoue existence under 
different names sinoe that t ime and there have been periodi­
cally - - ~ obeervation has been that group freezea up and ia 
not performing its functions properly and the Commissioner 
has shaken it up and given it a new name and sa.e personnel, 
but essentially the machinery baa been the same all the t1Jie. 
Isn ' t that true? 

Mr. Oliphant: I think eo. 

HJ,l_./:r: Mao, this thing, it I lUI rl.gbt, is something we 
nave """"beeii talking a bout tor t wo years. 

Mr. McReynolds: Yea . 

ijK.Jr: At different timae I nave brought it up and it 
nes always been what I have called a three-cornered affair, 
with McReynolds sort ot representing ae i.n odd momenta tr,Jing 
to keep th1e thing straight, and due to glve and take it baa 
been kept at ralgllt.. But it seems to me, troa what I have 
listened and observed on th1a thing, there ahould be a out­
ott point ot reepone1bil1ty where one group' • r eaponaibilit.Y 
ends and another's begins because at different ttmea oases 
have been brought to ~ attention -- we are onl.Y human -- that 
each group u trying t o lll8ke a reoord triu to aak the tax­
payer tor a little bit more and, therefore, .YOU have the con­
flict as between the two. Now, in approaching this t hing, 
the thing we want to do , I think we alwaye ought to do, ia 
to approach i t trom the standpoint ot what is !air to the 
taxpayer . After all, we are hired 1n t he long run t o work 
for him and give h1a tair treatment and prompt traataent and 
th18 thing which baa grown up long before aey ot ua here ware 
here , 1t s~eme to me there i a a~ways a point ot overlapping. 
What I am tcy 1ng t o do ia see 1t we can 1 t decide where 70ur 
(Helvering'a) group carriea to a point and t hen your reaponal­
bility ceaaee and xr. Oliphant ' s begins, and •• near •• I can 
malta out now, no one oan define where that out- off polnL ia, 
and that's the whole question. At t1118a, aa I have listened 
to the disouaaion, it wae even euggeated t.hat we do awa.Y wlth 
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rour (Helnring'&) teollnioal group entlrel,y. !hat eusgee­
t1cn hae been made. I sort or abeorbed th1a over the laet 

two r•ara. Got a little here and a little there. 

3!8 

1 realize it 18 a ve~ dittlcult thing and like all thoee 

thlnge , 1 think we want to oink our own pereonalitiea in the 

tbtng and decide what can we do which will make t hese ca8eo 

aettle 110re prouptl,y and without having thia natural competi­

tion whiob would grow 1.\P, wbetller t.be two groupe are in the 

'!'re&Bury or whether then ie a group ben and 1n the Depart­

mentor Juetioe. It'a the eame oompetitive thing here. It'• 

betwe en o~.~raelvea and Jl.\8tice. Now I would rather not go 
lnto the queotion or what are your legal reeponaibilitiee, 
01.11, ae Collll1811oner or what are yo~.~re (Oliphant). I think 

lt we get lnto that, it would be very difficult beoauee I am 
not a lawyer. But can't we -- I think Kao waa euppoa8d to 

draw th l o t.tltng\1) and now w1 th Jlsgill here, lt 1a to help 
aU ot ue; he ol.\ght to be ne1.1tral. He 1e neutral. Can't 

we draw 1.1p a dooi.\Cient which wo1.1ld be agreeable to everybody 
Involved and it really gate down into Helverlng and you 
(OUphant} ••• •• 

llr Olie)!!nt: 01.11 and I have never had a chance to die­
cues tl.e have worked together and got along well on 
probleae and we ~•tlY work together . 

I!II.Jr: What I have been aek1ng tor, tor two Yd&r& and 
navenrtiSot, wae t o have this on a piece or paper. I have 
aoked to have it put on a pieoe ot paper and Ue neareet we 
uer cue wao to ha'fe a luncheon and I aeked - I don't eay 
1 &eked rou (OUphant), but Kao or e.-ebodr. 

Ur, Olipbent: I want to make it very olear you never 

uke& • · 

~: wao it you, Mao? were you at the luncheon? 

Ur. UcReznolda : I wae inetructed, a week ago , to put lt 

on paper . 

~: you will admit both or you were at that luncheon 

where we dlOOUIIed thll tb1ng a couple of years agO, 

Ur. Heherimu 

H!L...Z1:: 0 Up ban t 
dlac~a t b lng. 
cettled. Could ue 

I reaeaber. 

1111a be and 01.11 have not had a obance to 
I would reallY l1ke to get the th1ng 

t our ot r ou aeet. next. week ae otten •• 

Regraded Uclassified



-5-

necessary to come to an agreement 80 that when I oome back 
a week troa Monday, the thing will be agreed to on paper? ' 

I don' t want to be here next week. I 
te a little bit, but I can get it started. 

HK,Jr: It ie not much uee 1t you are goi.ng to be away. 

Kr. KoRitnolde: Moore ie knee deep in th1e. we have got 
a lot ot li t on it. 

HI,Jr: I don't want to push anybody it you are tired. 

Kr. Oli phant: I am, and would like to have a little time. 

HK.Jr: Well, there 1e no uee doing it 1t you are going 
t o be away and let 'e J uet drop 1t and etart. the da.r J'OU get 
back. 

Mr. Oliphant: I w18h you would. 
pressed and I reel it. 

I have been a little 

H¥.Jr: Tnere i8 no occasion at this stage or recovery 
to pre8a anybody. Well, let' e start it the day you get back 
and what I would do, Roe, you hold meetings in your ottioe 
every afternoon until you get it eettled. I8 that agreeable 
t o you7 

Kr· vastll: Fine. 

Kr. Oliphant and Kr. Helver1n6: Yea. 

Kr· Masill: I would like to eJIIPbaaiu one thing J'OU add 
that i8 very good. For 110' part, wb1le I aa untort.unatelY a 
lawyer, I have t.he eame reeling that you have: tbat it would 
be better not to dioouee the thing atriotlY on a legal ·baaie. 
We could spend a great deal or time diaouasing what the lesal 
r1gbts and privilege• or the two partie• are, but I think 
when you get downto it J'OU reallJ' haven't gotten anywhere 
becau8e it i8 el8ent1allJ' a proble• or a~1niatrat1on. 

HK,Jr: UnfortunatelY all tour ot you are l&wyara, eo 
when you get it down eo I can underatand it -- I have beard 
enough about it to know that no one i• going to approach 1t 
from the apirit that they want to hedge 1n on Mr. Helvering 
or Mr. Oliphant. That ' s the la&t thing. So you don't. haYe 
to look up what are your legal reapona1bilit1ea. 
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Yr, WoReynolds: I think you oan ignore i t entirel7 . 

wr, Oliphant: You can to this extent: Th1e out-ott ought 

to correspond to administrati ve reality betore tnat can be 

done and still tho whole th1.ng put in a110h ttr m that the 

validity ot the aot1on taken oan never be questioned, and 

that's my roepone1b111ty - - that the validity ot 1t will never 

be drawn into queetion. The two things are not in oontl1ct. 

HW,Jr: 'fe bad lunch tod113 with Yr, Parker and eomeboc!,y 

else, the two chlot ed1tor1al wr1tere ot the Scripps- Howard, 

Just to do a Job because they came out with an editorial 

against the President's budget message, It was one ot the 

ba.rdest tbinge t o keep b1m on the subJect. What be wanted 

to tal.lt about wae Wallace. 

wr. Oliphant: Way I tinieb? 

HW.Jr: It you please. 

ur. O~iphant : I want to be sure there 1B no m1eunderetand­

ing. I eart11Y agree that when it come a to drawing tb18 

line or making any other administrative settlement, the line 

ought to be drawn or the line should be what corresponds to 

administrative reality, administrative necessities. You have 

to bear 1n mind that the action taken be not incone1etant and 

goes into su.cb tona that the reeult1ng action 18 invalid. 

I want to give you this further light, We took up the 

matter,as tar ae eettlements were belng handled, 1n our ott1ce 

and I had a table made on tho basis ot the amount• involved. 

I found largo nuabers ot cases 1nvolv1ng only tr1tl1ng amounts 

that were Just taking almost as long to get through the ehop 

ae large and t.portant caaee, eo on the basis ot distribution 

we cut ott a big p1eoe ot theee small caaes and shortened the 

method by wh1oh we handled t hem, el1m1nat1ng a lot ot intermed­

iate 1nit1als, and you have seen those 1nit1ale. 

ijU .Jr: Kay I 1nterrQpt you? It we a re not going to go 

into t .hie until next week, because you are going to reet and 

need a rest, let's l et the whole tb1ng drop and when ,you get 

back let ' e start having meetings, but I would like to get thil 

thing eettled. It baa been hanging tire tor two years and I 

would like to get 1t settled. It Kr. Ol1pba.nt g eta beck a 

week trom Wonda,y and Yr. Helvering 1steel1ng well, I would go 

t.o it and1t you get to a oarta1n po1nt I would l1lte to Join 
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the conference, but I have said right along this is the 

sort of thing I brought Magill along to assist me. Mac 

carried it as f Ar as be could with his other responsibil­

ities , but there are other things. And t his ie one that 

Uag1ll is particularly down here t o do f or me and there 

are a l ot of things which we have had to let go by the 

boards because we Just didn 't have manpower enough to do 

lt. And this is one of the things, and there are other 

things 11ke it. 

Ur. Helvering: Oould I indulge 1n Just a little his-

tory on thi s thing and end up with one statement I would 

like to make about itt When I first came into the Bureau 

of Internal Revenue, for the first two or three months 

cases came in from what was called the Advisory Committee. 

I found that a man handling the case would make a report 

to tne whole Committee. Then they had what I designated 

as a •town meeting•. The other 15 men on the Advisory 

Committee would meet in there and listen to what this man 

said and tllen take a vote. llan,v, many caeee came to me 
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with a vote of 9 to 8, or 8 to V or 5 to 10 -- t h ings 11ke 

that , but on a great many cases there was unanimity of 

opinion. That looked to me l1ke a very poor w~ of handling 

t hat , so I appointed a Committee of Wright Uathewe, Ur. Parker 

on the Hill, Ur. Joe Cullen, an outside man recommended to me 

by Roper as an outside man who worked under him when he was 

Commissioner. Ae a result, I took th1s unified power away 

f rom the Committee and delegated it to individual members. 

In other words, I called these teonnical advisors and told 

them they need not go to any other advisor on t he case. 

What I want ed, with proper accountants and conter~es and 

themselves , to bring me a case ready f or my s1gnature and 

I wanted them to be ready to do it and I didn't want an y 

al ibis about it. If there was a question that could not 

be dec i ded, then t ake it up with the bead of tne staff and 

the two of them come in and talk it over. We disposed of 

the ol d advisory committee that put this responsibility on 

the 15 men. 

Uany, many cases come 1n which they recommend for defense; 

many for settlement. Tlle part I am trying to get at 18 when 

this settlement committee, now 1n the vari011a units of the 

Technical staff headed by one man who• we picked out ae being 

particularly ef ficient in that line, come in and recommend for 

a defenae or aettlement, i f the taxp~er or his representative 

there generally ia a representative ln those cases -- has Bn7 
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idea t hat there 1a a future eettlement pol1oy or future 

poli cy committee that he can go to , we never do get a 

settleaent as 1t should be made because t hey wi thhold 

certain information. When we send a case to defense 

they will waive certain things we have stood tor before 

the Technical Start and ~o=etimee bring 1n new evidence. 

The thing I want to get clearly understood i s I az abeo­

lu~ely opposed to a second settlement agency. 

HU,Jr: Now, you see, GuY, both you and Heraan have 

tried to argue it now and you say we don't want t o settle 

lt this afternoon. You tell me you have improved your 

thing and I am not opposed or tor anytlllng. Do you get me? 

Mr. Helverln': What I wanted to get at before we go 

lnto conferences to take into consideration the broad 

ques tion the taxpayer comes in and presents eo much stuff 

and then it he has anotner Committee to present his mater ial 

to 

H¥,Jr: Who suggested any eucn Committee? 

Ur. Helver1ng: I ac talking about if a case was recom­

mended tor defense . 

ftU ,Jr: Nobody has said anything about that this afternoon. 

Listen, ol.d man, Herman says he's tired. Whe.n Herman eaye 

he 's tired, he's tired. I am tired. I thought we could do 

it next week. Herman says politelY and gently, Give me a 

week to build up my strength. It's a tair request . I cheer­

fully comply with t hat request . Both of you - - Herman wants 

to say within the last two mont hs you nave improved. 

Ur . Oliphant: Terms or reference are broad enough. I 

don 't want you to make it eo narrow that it does not include 

~: What we are trying to do is r,peed up the whole 

thi~ it may be more tnan the mere q~estion of drawing 

tnis line. 

Ur. ~ill: Ob, absolutely! 

~: Let'a underetand what Uagill is down here tor. 

LlagiiTTa down here to aee that the maCJlinery that haS to do 

with the taxpa.rer 1s re-eXlllll1ned, to see that eYeryth!ng about 

it ie aa efficient ae possible. That 1e hie broad part. You 

Regraded Uclassified



- 9-

men 1n here know that personally I have been able t.o give 
lese time ~o the question or taxation than anything else. 
My Job has been wh.at the President said: to keep this na­
tion solventand he has been kind enough to eay that I have. 
The thing ie eo big - - Internal Revenue is the biggest ad­
ministrative Job in the Government. Guy has dens a ewell 
Job, but I still reel that there is a great deal to be done 
and L!ag1ll •·s particular !unction 18 to help all or us. 

Ur. Oliphant: That's right, and we have needed it and 
lle has done a grand Job. 

HU,Jr: Eaon ot you has done more t han your own Job wai~­
lng tor Uag1ll to come. 

Ur. Oliphant: And doing hls own Job. 

HY,Jr: Now be's here and hls tleld 1s t he tield ot tax­
ation. I can' t make it any broader than that, eo let's go 
in and you fellows bring up anytning ydu have in your mind 
which you think will improve thin thing and when you are ready 
or as you decide any issue and you want to put it up to me, 
l et me know and I will set aside a couple ot afternoons. Now 
are you all eatistied7 

Ur. Oliphant: PerfectlY! sure! 

Yr. Helverlpg: Uaybe I overstated, but •.. . 

HU,Jr: !lo, no. I • . • . 

ur. Helver1pg: I reel eo stronglY about protecting the 
revenue, I m&7 not be perhaps logical. 

Ur. UcReynolds: I want to eay tor Guy ' s benefit that 
t he thing Uag1ll and I have been tuss1ng around about tor 
quite some time goes to the very question that you are put­
ting your ringer on; that is , reducing the number or places 
that a tellow can go every time a tax determination ia made 
before the case is finallY disposed ot. Now he can spend 
three or tour years in merelY golng trom pillar to poet, 
in detlnlte process ot delay, and when he tinall1 gets up 
1 betore the gun• they either take Judgaent by default or 
withdraw their obJection and agree . surprising nuaber or 
large oases are Just that. What we have boen trying to O.o, 
Uagill and I,and I am sure Oliphant appreciates it a1 much 
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as we do, 1s to reduce the number of plaoes there are tor a 
fellow t o go; improve the quality of the work. You know 
what Charley Russell andRos and I have been working on. 
From t he very first t1me tha t a case comea up tor consider­
ation and it is stated be owes more tax, have the cax1mum 
ot assurance that you can stand on what you are putting up 
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t o h im and then reduce the number of places he can go. There 
ought not to be more than t.wo before he has to go to the Board 
ot Tax Appeals. 

ur. Ua~1ll: Of course, that was the onlY reason tor your 
(Oliphant e) e~1m1nation ot revlewa . 

wr. McReynolds : I am merelY trying t o relieve Guy's m1nd. 

Ur. Uasill: What you say is perfectlY correct. It there 
ia anythtng we want to do 1t 1a to fix t he responsibility at 
a g1ven time tor eettling the case and at that time they can 
settle and 1t 1 e only one crowd. 

Wr. McReynolds: Then there will be no place tor him to go, 
except into Court. 

).fr . Ql1~hant: I don 1 t want you to have any 
t here haseen any div1a1on of opinion between 
selves -- we are not tar apart. 

feeling that 
Guy and our-

RU,J r : Tne onlY one I blame 1s JQYeelt and I simPlY say 
I nave not had t1me to sit down and spend hours on this. I 
have sa id it openlY and that's whY I aaked Uag1ll to come down 
her e . 

Ur. Oliphant: His coming has taken a lot ott ot everybody. 

HM. Jr: I thank you . 

oOo•oOo 
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GRAY 

London 

Dated April 291 1937 

Rec 1d 3 : 40 p , m. 
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?'OR TR":ASJ RY FROU BIJTl'V.RWORTH . 

1n a l~nc~eon conversation, tlay, econoMiC advi ser to 

the !.J.nlt cr ~tgland, emphasized that the decline in the 

London stock exchange prices had reached panic proportions 

and 1 hat c'.u;:-tne, this morning there vtrt\·.• lly ceased to be 

a morltet sincE' the .jobbers would no t buy bolt were m'3rely 

wtllin3 to matrh sal es and purcbaseo - ar.d there were very 

few purchases . Clay definitely fears that tf the present 

movement is not quickly brouaht to a close a feeling of 

uncertainty wtll displace the previous feeling of confidence 

which 1n tur n will lead to a general slowdown in ecpnomic 

activity . In this connection be mentioned that after all 

t ha presor.t upward movement ln the trade cycle had lasted 

well over tour years , that similar previous movements in 

thla country had been limited in durat ion betwee:' two to 

four years, that no doubt the ract that the gold standard 

bad 'been abandoned end that an armament program had been 
undertaken 
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LllS 2-r o, 252, April 29 , 8 p , m,, from London , 

undertalcen t n the later stages or the recovery movement meant 

that it could be prolonged longer but only if confidence was 

not undermined . On the other hand almost all the economic 

evidences were favorable and if the reaction could be lmme­

diately brought to e close the position would no doubt be a 

very henlth;y one; prices would have been more than adjusted 

to the advent of dearer m~ney and the speculators chastened, 

Howe·1qr wl! i ! e h' personally "nevor believed 1n attempting to 

rais e contuodi ty ':>ricos to the 1927 l evel in aix months' time" 

he did hope t ha t they would go higher than they were today, 

othor~ise the weight or the debt structure would be extra­

or dinarily hoa vy 1n the years to come . 

Clay aga in ~everted to the dangers of inducing a feel ing 

of uncertainty i n the future; the absence of such a reelin~ 

had played a very important part 1n British recovery and he 

a t tributed much of ">urope's difficulties to the fact that 

~uropoan Governments kept alive among their own people a 

f eeling of impeding action . 

Clay said that ironically .J'lough Chamberlain waa 

scheduled to be the guost of honor at the annual dinner of 

tho bar association thia evening and he awai ted hia remarks 

with inter est . He felt aure that no one was more surprised 

than Chamberlain by recent evento and that in framing his 

national 
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national contributions tax propoc~ls the Chancellor had only 

ono f ir111 in tontion, namely, to propi tie te labor; "the t rouble 

•.•i th conser ve tivea was that they always think they can toke 

the wind out of the Socialist sails by adopting ps eudo 

Social i s t ic measures which are in many cases administratively 

impract ica l , whereas, the Socialiats when they are in power 

are au~conaciously aware of the i mpracticability of their 

own concepts at:d are sufficier.tly cautious so t bat they 

behava like proper cons ervatives . Chamberlain besides con­

cedi ng the whole moral case of capitalism had forgotten the~ 

the capitalist i s like the bee i~ that you can take sway 

from him almoe t all of his honey but you .nust at the same 

t ime handle h im carefully" . 

The London stock e xchange steadied and strengthened 

during the afternoon as limits dinin ished . The position 

is atill difficult because of the uncertainties which over­

hang the n~r~et . After tomorrow a preliminary estimate of 

the situation c~ be t al:en f or tho selling ror the a ccount 

endina !loy 6th must be concluded by tomorrow . A dozen differ­

ent names are bandied about as being in difficult i es and as 

far as can be asdertained th1•ee or four ara 1n difficulties 

and attoT.Ipta are being made to help them . Anolther uncer­

tol nty is that t her e ls a l arge block of abares enroute to 

J ohannesburg for wbich it i s not sure payment will be forth -

coming . 
The 
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Tho gold market continues somewhat nervous and l n 

Indla gold touched 137 shllllnga today presumably on news 

of the tabling of the Flsh Gold Buying Bi ll . 

The franc was str ong on repatriation of funds acquired 

through yesterday's sales of Engl i sh stocks and similarl y 

the dollar was offered on repatriation of Briti sh funds 

from new York. 

BING !WI 
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R. I.!. Jr: Hello 

April 29, 1937. 
3 : 56 p.m. 

328 

Doll{lhton: Yes . 

R.U.Jr : 

t : 

!!. !.I .J r: 

D: 

R. II . J r: 

D: 

H.M.Jr: 

D: 

R. !.I.Jr: 

D: 

H.!.I.Jr: 

D: 

H.M.Jr : 

D: 

I! . II .Jr: 

How a.re you? 

All right, !.lr . Secretary, how are you? 

Oh I ' m t aking nourishment three times a day . 

Boll ' S that? 

I 1m t aking nourishment three times a day. 

llcll that's necessary; take it so:ne time in the 
day anyhow or some time in the week. 

They said you called me? 

Yes, what I called - wanted to speak to you about -
did you r ead this morning ' s Washingt on Post pretty 
carefully? 

No I don' t think I read it at all. I - I - I look 
at some other funny paper. 

You're supposed to read on column 5 under the bead of 
•Boom Feared Behind new Fi scal Polley" - account of 
Secretary Wallace's speech - a chapter which it claims 
was never - ah - published - on April 3d - University 
of Agriculture was not made clear till last night. 
I wish you' d read that and tell me what you think of it. 

What State was that delivered in? 

Cbapel Hill - University of North Carolina . 

Oh . 
Yes , it goes on here, •Boom Feared Behind New Fiscal 
Policy" by )lr . Wallace last night to combat the boom 
trend, it wa s indicated, the Administr ati on expects 
to ext end governmental control of industry and 
r egulate taxation and spending so as to avoid 
excessive corporate and individual savings• . 

Yes, well now after I •ve r ead it what will I do then? 
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D: How• s that? 

H. •• . Jr : After I 1ve r ead it what will I do then? 

D: \'/el l you 111 tell me whether or not you aporove 1t . 
Whether he ' s speaking for the Administration or for 
himself . You're supposed to be close administrator 
on fiscal policies for the President. 
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H.:! .. Tr: i'lell I can tell you right now, without reading it, 
that when it comes to fiscal policies and tax nolicies 
!.lr. Wallace is not t alking for the Administration. 

D: Well I certainlY felt that way . Our people over here -
a l ot of them - some of them members from our own 
delegation came to me about it very much upset and 
excited •• ... ...•. 

D: .•... -temperature way high and I t old t hen to just 
be cool; I didn ' t think there was anything to it. 

R. '4 ,Jl' I \'/ell -
D: That a s f ar as the policy of the President was con­

cerned i f there was anybody - any Cabinet officer 
or any department spoke for the Pr esident about fi scal 
matters i t i s the Secret ary of t he Treasury . 

!I.U.Jr l \'fell that'~ what I think as long -as I sit 1n this chair. 

D: Yes. 

R.l.' . J r : And I t m still sitting. , 
D: Now t hings like that are very damagL"l8; I wish you' d 

read it and then you can • • •.• 

H .~ . Jr : I wish, yes, bUt now may I make a ze~uest of you? 

D: Yes . 
IS.U. Jr . As long as you reel that way tell somebodY that at the 

White House, see? 
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H. 1• .Jr : 

D: 

"1 . '.! . Jr : 

D: 

R. \! , J r : 

D: 

a i.I. Jr : 

D: 

- 11 -

Wel l I •ll certainly do that . 

Because that will have more effect than telling me 
because my poli cy is here . Uy backyard is big 
enough and I stay in it, see? 

\'/ell I ' ll tell you •Nhat we 've got now and you ' ll 
realize the same as I do. We ' ve got plenty of 
t rouble for the President- for the present. 

Yes . 

Vle 1ve got plent y - plenty of load to carry now and 
everyone of these new monkey wrenches thrown in t he 
machinery complicates the - ah - difficulty that 
much more . 

Well you remember a man by the name of Tugwell made 
a speech, about balancing the budget, in Los Angeles? 

Yes, I knew he did . 

Yes- we~l . .. . . . 

You read that and you and I ' ll talk it over and then 
later we can talk to somebody higher up than you or 
me . 

H. Jl.Jr t Good enough . 

H. . Jr: 

D: I 

H. !A.J r: 

Yes. 

Thank you very much. 

You're welcome. You ' ll find it on the fir st ~age of 
the Post to-day under t he head of 8 Boom Fear~ Bebind 
Ue" Deal Fiscal Policy" . All right. 

Boodbye . 
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Paris 
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~lnlster cf Finance bitterly complair-sd before the 

Chamber Finance Committee yesterday against the circula­

tion of stories of immlnent peril in the financial situa­

tion and ~uggeeted that the cc.mpaisr. ~tas the work of 

political enemies . 

The follo~ing is a summary of the information regardin3 

tho Treasury situation up to April l and previsions from 

that date to December ~1 provided by the Minister: 

January 1 to Lrril 1 , 19~7: nequirements of the 

Treasury for 19S7 were estimated at the beginning of the 

year at S6
1
l27

1
000, 000 (estimAted deficit of ordinary 

budget 4, 6oo, ooo, ooo; spooial budget l7,715, 000, 000; advances 

to departments and communes 12,272, 000, 000) . During the 

first qu~rter Treasury put out 10, 117, 000,000. Apparently 

the Treasury wculd need to find 2&, ooo, ooo, ooo franca durins 

the remaining nine months . 
Treasury 
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Treasury requirements April l to December 31, 1937: 

.lequirements of state proper should no t exceed 

12, 300
1

000
1
000 francs it is claimed. In arriving at this 

figure it is considered that the deficit of the ordinary 

budget should not exceod 1, 400, 000, 000 francs for the 

remaining nine ttnnths of 1937 and 71 900,000, 000 ia included 

as re~resenting the balance requirod f'or the special budget 

and 2,soo, ooo,ooo for the oostal administration, the pension 

fun<l, and f'or Poland. 

Advancos to the departments and communes f'or next 

nine months 7 , B30, 000, 000 f'ranos . Therefore 

S!IS 
E!IB 

. liD OF SI:CTIOII CNE . 
BULL ITT 
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Secretnry of State 

·7ash1ngton. 

GRAY 

Paris 

Dated April 29, 1937 

Rec 1 d 5:32p . m~ 

545, April 29, 4 p . m. (SECTION ~0) . 

tlle total of re q_m.re!f.en ts up to the end of the year 

aocordin& to the Minister's statemc~t amount to 

20, 130, 000, 000 fran:s . The difference between this amount 

and the 2s,ooo, ooo,ooo f rancs referred to above is ex~ 

plnined by the announced intention of the Government to 

mnke economies to th1s extent . 

The :·inister held that actually these requi.remeots 

were part1ally covered by the Treasury account at the 

Bank of '"'ranee of 3,3oo, ooo, ooo, authorit' to borrow a 

further 2
1
5?0, 000, 000 under the recent national defense 

loan authorization 800 1 0001 000 to be reimbursed by the 

City of ,· aria, and 2,200,000,000 still available in the 

advance account at the Bank of France, a total of 

s, aoo, ooo,ooo. 
Turning to the question ot t he oredit of the Govern~ 

ment, the )linister deplored the besitatl.on of the !JUbliO 

to invest in Treasury billa . ·1h11e he said i t should 
normally 
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normally be possible to maintain a constant issue of about 

12
1
000, 000

1
000 francs , only 4, 900,000 were in cir culation. 

The Government, ho stated, particularly regretted this 

s~tuation as it l eaned toward "open market" operations . 

The i'::.nister insisted that the Government would not 

be called upon to ~ssue a forced lean which he thought 

would b~ do_mee to failure under present circumstances . 

Only the bale~ce of the national defense loan would be 

iSsued. Subscr~ptions to the two insues made i n Harch had 

been undertal~cn ,-, ith enthusiasm. It was not t rue that 

these issues had 

S!:S 

E~IB 

BULL ITT 
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Secret ary of Stat e 

·raallin::;ton; 
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1 
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been covo::-ed by foroi:;n subscriptions . 164 1 000, 000 caJDO 

frnm fo1•oisn aubscribers 1 , 40G, OOO, OOO from the Bank of 

,, rnnce , 5, 807 , ooo, ooo from batL'<B and Trensury eeencieS and 

624, 000, 000 fr~m o t her offices of the Treasury. 

In c• nclusion, the liiniSter referred to the trl.-

mu•tite muMt~;;oy arran,:;elJcnt to wM.cl:. ho :~.nsisted the 

G·,vornment >~onld rema1.n fe.1th!'Ul . r:e attr:~.buted the 

recent nenknes~ of the franc to technical c:~.rcumstancea 

such as to t:te ,.nt;cvorsb1e colll!"ercial balance (4, 922,000 
• t o" the fi:-st q~·arter of 1937) ro- conatitution of stocks 

of raw 1'1ater1al, et cete:oa. lte insiSted the excha.n;>e 

run~ possessed necesaary rooources to combat speculation. 

As, indicnted abo ve , clur1n•; tho l'BlDainder of the year 

tho GovernHent seeus to expect that the •treasury w:~.11 be 

called ut~on to !'ind only about 2o, ooo, ooo, ooo .francs over 

e.nd above bud<;etary revenue . llo\lever , noth1D5 nas said 

about ~'>e 1~pa;pent :~.n october ne~t of the Br1tisb credit 

of 
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of 40, 000
1
000 pounds or requirements for the railways, not 

to mention the possible necessity to reimburse the so- called 

Germain-!~artin loan four and one half percent 1934 of 

wh1ch 9,ooo,ooo,ooo francs are outstanding . It also remains 

to be seen whether the detic1t of the ordinary budget will 

be absolved t o the eT.tent hoped for by the Government and 

whether the 6, ooo,ooo, ooo ot economies in the special budget 

will finally ~e realized. 

There han so far been little pt•ess comment on the 

statements of the l.liniSter . The view is put forward that 

it is difficult to prove the figures presented and that 

in any case it is only normal that U. Auriol should (*} 

as bright a picture as possible of the situation . Opposition 

papers are skeptical regardinG the eat~ates and statistics 

preoented 

( ·:•} Apparent omission 

8113 

EMB 

BUU.ITT 
• 
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Paris exchange market has been very nervous today with 

rates vari·i·:.ns widely . ro evidence of intervention by 

Fr ere"! cor.trol , Paris impressed by fact t!lat I'ew York 

started selling dollars when American market opened. French 

r entea wore not :1elped by statement of Ft.unce Uinister 

befor o Ch~~bor Coamittee yeoterday and mer~et observers 

expect Se-:u te C~::1<~i tt3e to question him rather roughly todBl' 

on ao~o of the figures which he save yesterday. Bank of 

?rnnce statement as of April 23 showed no important change 

except a large ~crease in deposits which reduced coverage 

from 55. 64 to 55. 19. ~re· ch ehare market was very bad wi t h 

curb i ssueo losing betwee~ 15 and 20~. Paris brokerage con­

cern hoaded by American Albert Cudebec must be liquidated . 

Today ' s erratic e~chanse trading and stock market break 

o.re attributed principally to Americo.n factors . :r.uropean. 

press carries report of ~~ie 1 s statement to Chamber of 

Comuerce that rtnancial e~perts do not consider as permanent 

the $35 pa• ounce gold buying price in the United States and 
ot 
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of r esol ution i ntroduced by Hamilton Fish to prevent 

Treasury fr om paying more than $25 per ounce tor foreign 

gold . 0~ top of this President Roosevelt's further attack 

upon speculation is aaid to have encouraged Y.Uropean li­

quida t i on of American shares . 

(E!ID UESSAGE) 

BOLLI'l'T 

KLP : -..~a 

~ ' ' .. . ' 
,, ' ., • .,,., "tJ;1 

,. ::... ... -
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I oalled up Hull aDd aalted h1a whet.Aer t.Aere wae 
&IIJ't.h1ll6 go1116 on 1n Engl&Dd t.hat. atteot.ed t.Ae UUU.e4 
St.at.ea treaaurf and he ea14, Abaolut.elJ not.. He aa1d 
t.hat. he had not. heard anyt.A1ll6 tor weeltl. 
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!I.•J.J r : llello . 

Operator: Mr . Aldrich. 

H.W.Jr : Thank you. 

o: Go ahead . 

H. I.I . Jr: Hello 

A: Ob good morning Mr. »orgenthau . 

!l. loi . Jr : How are you? 

April 30, 193'7. 
9: 0'7 a .m. 
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.• ; I •m very well , thanks . 

R . ~ . Jr : Mr. Aldrich I •m calling you because I think I bed a 
r at her uni'ortunate interview with Dr . Anderson 
yesterday - ah -

A: Very unfortunate what? 

H.J .J r : Interview. 

,.: Ob yes. 
H.Y.J r : And be - ah - I don ' t know not many people do i t but 

he s eemed to have the faculty to just about rub me the 
wrong way 1110re so than any person I • ve seen 1n a long 

time. 

A: (Laughs) 
R.Y.J r : And I'm afraid 1n the interview I lost my temper . 

A: No , (laughs) I hadn ' t heard anything about it. 

R.M.Jr: Wcl l , amongst other things, I mean, for your own 
information, I bad Mr. Baas here - he twice said, 
ni•m t aking Mr . Aldrich to Europe wit h me" and which, 
knowing you, sort of amused me. 

AI (Laughs) 

B .~ .Jr: And - but he did say that twice. 
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H. !A.J r : 

A: 

H. LI . Jr: 

A: 

H. M.Jr : 

A: 

H. !.( .Jr: 

A: 

R.ti.Jr: 

A: 

H. V.Jr: 

A: 

- 2-

Ah - he IIUSt be - ah - losing his mind I should think. 

Well at - he was going at - be sat here for 15 minutes 
and told roe what he was going to tell the - ab - heads 
of the various finances - financial people in the 
country what he was going to tell them and then •• • •• 

Vlhat he was going to tell them? 

341 

Yes . Then when he got through he said, "Now I suppose 
that 's all right" . So I said, "I'/ ell Mr. Anderson you 
told me what you 1 re going to tell them. You haven't 
given me a chance to say what I think and, of course, 
you can•t speak for me" . 

Well I had no idea he got to see you. 

Well he did and he was going -I 1m- I•m quoting word 
for word - he was going abroad and he was taking you 
with him. 

(Laughs) 
And then he sat here for 15 minutes and, of course, 
told roe - going back - everything - cont rary to what 
the Administration believed in and I got so excited 
to think that he might go abroad and possible be 
interpreting what the United States Treasury thought 
when we thought just 10~ opposite. Now the point • • ••••• 

V/ell I • m glad you called roe up. 

Now the point that I wanted to roake - 1f you're going 
abroad and if there ' s anything that you want to know 
and if I can be of any assistance to you personally 
why don ' t hesi tate to cal l on me. 

Vlell , of course, that•s .. .... 

But franklY · ·· ··· 
I can' t understand how- how he could have said anything 

such thing . 

But franklY· ·· · · · · · · 
If be bas any such ideas in his lllind be IDUSt be losing 

his mind . 
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Now when he left I said, WNow my relations with 
Mr . Stern and the Foreign Exchange of the Chase -
we've had - transactions going into millions of 
dollars and the Chase bas represented the Treasury 
and during the past three years I 1 ve never bed any 
criticism. In fact the Chase bas always given us 
good execution but the whole thing I mean - well I 
frankly lost my temper . 

Well what in the world was he t alking about? What 
was - what did he have in mind? 

Well he - he went over the whole monetary thing and 
just sat here for 15 minutes and, as the boys say, 
"he told men • 

Yes. 

342 

And then, after be finished up, be said - never giving 
me a chance to get 1n a word - "Now I•m going abroad 
and tell them this is the American policy• . Well you ••••• 

He must have - be must have lost his mind if he talked 
that way. 

Wel l I asked - I had somebody present and we t alked 
i t over after be left an.d it - it was - it was a 
performance and I - I - I felt it was sufficiently 
important that I should call you and also tell you 
if you are going and there is anything you want to 
know - ah - we ' ll be up on my farm all next week and 
if it's of enough importance to you why I ' m avail able. 

Well what I can't understand i s why there should have 
been any conversation about the thing at all . 

Well I don I t - be called up from the bank and said 
be want ed to see - ah - first he asked for me 
personally ••. • .... • • 

Vlell you know as a mat ter of actual fact - let me tell 
you something . 

Yes . 
Ah- he was going over l ater on 1n the year • •.••• 

Yes. 
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• ••••and I didn't 1ike the idea of his going by 
himself . 

Yes . 

I 1m going over - ah - sailing on the 5th and going 
to the Coronation; take my two children there • •• • • • • 

Yes . 

• •• •• and I told him that I wanted him to come with me 
at the time I left . 
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Yes . Well I thi.nk I 1m a truthful person and, as I 
s ay , I didn't want to see him alone and he distinctly 
twice said he was taking you with him to Europe . 

Well it's- ah- it's simply unbelievable- I mean • • •••• 

Yes . 
• ••••.• what - what was the t heory of i t ? Ah • •• • 

Well tbey•re going over there to see these- be' s 
going over there to see these various impor*ant 
people- the head or the various •••••••• 

I couldn't bear t hat . 

He's going over to see the vari ous beads of the 
financial - ah - the head financial people of the 
different governments. 

To tell them what they oucht to do? 

Well that's the impression that I got . 

Wby that's simply fantastic . 

And then - what - that he sketched me hiS monetary 
theories which, of course, are just entirely different 
than what we •re trying to do here and, after making 
t his state111ent ror 15 minutes, he sal(!, "Now I suppose 
it' s all right for me to tell these people abroad t his" . 
And I said, wor course, it isn' t" . 

(Laughs) 
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H.l!.Jr: 
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What ' s he trying to do - commit you to what he had 
in mind? 

~es, t hat ' s the point . 

Well I don•t think you need worry about it at all. 
(Laughs) 

Vlell I - he - he .. .... 
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A: 
To tell you the truth. I think it's rather laughable. 

a .w.Jr : 
Well it was except I•m pretty tired and I've been thru 
six very diffi cult weeks as you know. 

I know. 

H.U.Jr: 
~d we•re just beginning to see daylight and then to 
have Anderson drop 1n on top of me •••• • •• ••• 

A: (Laughs) 

R.M.Jr : 
• • ••••• I ' m afraid I lost my sense of humor . 

A: (Hearty laughter) Vlell (laughs) I think you ought 
to keep your sense of humor . 

H.!!. J r: Well that ' s why I ' ll! going up on the farm for a week • 

.,: Well you don ' t have to give it another t hought. 

H.V.J r : But I - well I wanted to tell you because - ah - ah -

ah . . ...• 
A: Ylell I •m glad you did. 1 1111 glad to bear the - ab -

the - ab - the basiS on which be thinks he ' s going . 

(Laughs) 
H. l.I . J r: Vlell now also be seeing llr. lUll or did see him 

because he called up and said he wanted to see 
ux . Hull and myself before be went to Europe. 

A: Vlell now that I don ' t know anything about at all· 

H,W.Jr: Well I don•t .knOW what bnppened over • • • • • • • 

A: I don ' t knOW what he snid to Hull· 
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s .~ .Jr : Well I don't know either and it' s none of my concern 
but I want ed to tell you personally what happened . 

A: Well obviously i t ' s si lly. 

s .JJ . Jr : ' Yes , wel l I - I feel better now. 

A: Ah - ·well I don't feel so well. (Laughs) 

s .u.Jr: 

A: 

R.'I. J r : 

Wel l it ' s- it 1 s al1 ri~ht and • • • •••••• 

Well (laughs) I mean I don't l ike that - ah - that 
attitude of • •••• ••• 

Well frankly • • •• 

345 

A: As f ar as I 1m concerned it' s rather- r ather - (l aughs) •• • •• 

R.M.J r : Wel l he- you •• ••• 

A: • •• •• r ather disconcerting. 

I 've always told people when the banking legislati on 
was on . . ... . 

A: What? 

S.M.Jr: •• ••••• I •ve always cited you that when you wanted 
something you came do1m here and you told us what 
you wanted; what your position was and there neYer 
was any question and you never sent anybody to 
represent you. 

1. : Well that ' s right. 

R. 'I.Jr: And that ' s always been so since I 1ve been here . 

A: That 
H.M.Jr: ~<nd •·then you wanted something you came personally. 

A: Well naturallY - I - I'd do just as you would on that. 

H.U.Jr: Yes - and but this-this i s the first time and I took 
it perfectly for gr ant ed when Anderson came - he came 
here for you . 
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Vlel l can't you see t he - you can see the implication 
or the whole thing , can ' t you ? I mean it' s perfectl y 
obvi ous . 

No I- I- I- I- I don ' t get it. 

Well it - i t comes f rom a state of mind which i s 
indicative of the t not that you just quoted to me . 

Yes , well the man s eemed hiShlY nervous. His hands 
tremble al l the t ime he t alks •.. • •••.. 

Yes. 

••••••• and he seems to be a highly nervous piece 
of machinery . 

Emot i onal about i t . 

Ah - ye s and - ah - ah - well he isn't a very good 
r epres ent at i ve , Mr . Aldrich, t hat ' s al l I want t o 
t ell you. 

(Laughs) Well (l aug)ls) he doesn ' t - he cert ainly 
doesn't represent me in that (laughs) connecti on . 

Well I ' m awfully glad of i t and, as I say , 1f - i f 
he came dovm her e and t alked the way he t alked t o 
me t o other he~ds of agenci es her e , frankly, he ' ll 
do you a l ot of harm. 

\'lho el se i s be seeing? 
• All I len ow i s Ur . Hull . 

\'/el l now tbat•s a very peculi ar t hi ng . I don't 
underst and the t hing mysel f to t el l you the trutb . 

Well -
/lh - however , I' ll - I •ll havo a t al k with him. I 
don' t think you n'E! ed worry about it at al l. 

Oh It m not wor r ying . All I wanted was that - ah - ah -
t he few times I've seen you our relations ••• • • 
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I think it 1 s just a question of a - of an enlarged 
cranium myse:U . 

I think so. 

But that ' s always easy controlled when you • ••• •• • 

V/ell I - I - I felt it was awfully nice of him to 
be willing to l et you go along \Ti th him. 

(Luughs) Well I ' m glad to say that doesn't impress 
me in any way except humor . (Laughs) 

••ell I can imagine that . ilell I• m glad I called you 
and - and - and, as far as I ' m concerned, it' s a 
cl osed incident . 

I •ll be very much interested t o hear what he has to 

say (Laughs). 

l•ell you ' ll hear plenty •.•••.•• 

'olhat? 

• • ••• because I got good and mad. 

Well that ' s all right . 
you good. (Laughs) . 

All right. 

(Laughs) I probably did 

But I don•t think you need t ake him very serious . 

I don't. 

All right. 

Thank you. 

Goodbye. 

• 
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l : 

H. li .Jr: 

Hello 

Chairman Eccles . Go ahead . 

Hello ~larriner. 

Yes. 

April )0 1 1937. 
9:27 a .m. 
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I 1 ve got a - I •m smiling this morning because your 
announcement co~es out that you bought J9 odd million 
aollars- or whatever it was - of bonds ••••••• 

Yes . 

••••.. and the government bond market goes up. A 
week ago to-day the announcement came out that you 
didn't buy anythi ng and the government bond market 
.vent do·.vn so some of our fellows in New York don ' t 
know it all. 

Well - ah - you and I agree on that. 

Yes, they don't ;mow it all . 

(Laughs) ~here's a lot they don ' t know . 

They 've consist ently told us the t if you a mounced 
that you' d bought a lot of bonds it was - it was 
bearish, you know? 

! es, they said if you buy bonds it indicates that 
the money - the market is a rtificial. 

Yes, well • •••••• 

Of course, as a matter of fact r eally whet it does -
if you don't buy it gives the propagandist - the 
fellow tha t wants J or 4~ interest a chance to - ah -
put out his propaganda and force the market down - ah -
whereas if somebody else is interfering - such as the 
Federal Reserve System buying bonds it upsets his 
apple cart. 

Well - now you take the 2-7/81 s . They opened up 
6/J2d 1 s - very nice. 
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Well they had - ah - the whole market , or course, 
yesterday was in fine shape and I - I feel perfectly -
I feel perfectly certain that - ah - the trouble is 
over with. 

Well it ' s been - it' s been since the lOth of Ma rch 
that we 1ve been sweating here. 

I think tha t you' ll find that they r ealize now -
ah - I noticed most of t he comment yesterday that -
an - they're going to have - ah - there ' s going t o 
be plenty of money and they still haven' t got aey 
places to put it. 

Yes . I think the worst i s over . 

And I t hink that you ' ll find that after the first 
of Uay that your bill market is going to go down . 
I think the bill r ates will go down. I don ' t think 
they ' ll even stay - they're not going to stay •here 
they 've been. 

Yes . 
And I t h1nk your note - your note market will - your 
one to five year r a tes are going to go down and - ah -
that- that your bonds are going to go up. Now !

1
m­

I •m - I think you' l l see that - that this whole t hing 
has indicated that there was no Justi fication for this 
other . It was just merely one or tnose sieges that -
ah - that - and eveloped and that our market operation 
the thing that pleases me about it is that I - the -
the tning that I wanted to do all the time - ah - I 
had a devil of a time getting it over; had almost 
entire opposition to commence with and then finallY 
got it over af t er a two oay session, has really worked 
out like I Tied to persuade the group that it would 

work out. 
Well you r eallY star t ed that - an - let 

1 
s s ee it was 

last Saturday or was it a week ago Saturday - no 
last Saturday only. 

What? 

That they e allY started buying . 
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\lell no we started - ah •••• •• • 

But I mean after all the things they went through -
it was really last Saturday. 

Last Saturday they - they bought pretty heavily •• ••• • 

Yes. 
•• •• •• and they bought again on Monday and a little 
less on Tuesday . Ther e was two days of pretty 
heavy buying . 

Yes . 
Now up t o that time we had bought about sixty million. 

Yes. 
In the three weeks before - the two - the f irst two 
weeks • ..••• • 

Yes . 
••• • • we bought about - we bought about sixty - I tlink 
we had about sixty million- no but .••.••• 

If you remember - ah - a week ago to-day we had an 
awfully bad day . 

Yes. 
Then Saturday you got sore ond you made t helll step in. 

That's right. 

Well ever since then i t' s gone better . 

Well the wee~ - that ' s right because -your -your 
week before was the wee~ t bat they didn't want to 
show a 1~ - they didn' t show any - ah • • • ••• 

That's right. You crossed the bridge, in my opinion, 
last Saturday . 
Well it's - it's working out anyway and I feel a lot 
better about it. 

Regraded Uclassified



a.!i . Jr : 

E: 

I! .!.I . Jr: 

E. : 

l! .li.Jr: 

E: 

H. ~4. Jr: 

E: 

H.loi .Jr: 

E: 

B.:L Jr: 

!:.: 

H.li . Jr: 

!:.: 

1! .!4.Jr: 

~:. : 

H. ll. Jr : 

E: 

351 

- 4 -

So do I. 

And t t hink the - t he - I think bills - it would 
be my judgment tha t bills from now on as well 
as notes - I don ' t think you 1 r e going to have a bit 
or trouble on your June financing and a note issue 
under very favor able terms and I think the bill 
marke t - I - is - ah - is - ah - going to be e asier 
if anyt hing . 

Nell .7ayne will be here and I can be gotten on t he 
•phone at the farm but I ' m not going to call up 
every day, see? 

Ah-ha. 
.,ut if you want me I can b e got ten very easily. 
Make a note - it's Beacon, New York, 211 . 

Beacon, New York ••••• 

Yes . 

..... . 211. 

Yes . 
Well I hope I am• t nave to bother you and I hope 
you have a gooo ~est . 

All r ight, Marriner, and I think you•ve-done a 

swell job. 

"ell (laughs) thank you. 

I think you've done a swe • •••••• 

ihank - thank you for the help . 

Well I think you•ve done a swell job and, a s I say , 
I - I t hink you licked them l ast Saturday . 

Well now I think we licked them that day ·· • • • 

That Friday night at my house . 

That Friday night- sh - · · · · · · 
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Yes, but the trouble was they didn ' t stay licked. 

No (laughs) that is, they didn' t know they were 
licked . 
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No, we licked them Friday night at our house . You -
you put it - they didn't know they were licked. 

That's right. 

uell it ' s all right between us - we can hold up our 
head . 

Yes (laughs) all right, then. 

Atta boy . 

Thank you. 

Goodbye . 

Goodbye . 
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GROUP IIU:TI NO April 30, 1937 
9 : JO .k.W. 

Present : 

!l .l! . Jr: 

011phnnt: 

H.!.! . Jr : 

Gaston: 

H.M. Jr: 

Gaston: 

H. !.! . Jr: 

Gaston: 

Urs Klotz 
Yr . Oliphant 
llr . Taylor 
Mr . Gaston 
llr . Gibbons 
Miss Roche 
l&r . Haas 
llr . Lochhead 
!lr . McReynolds 

(Following a phone conversation wi t h Yr . Eccles) 
You see, the interesting thing was that Friday 
a Reek ago it came out in the papers that the 
~ederal Reserve hadn ' t bought anything , Geor ge 
Harrison s aying, "That ' s t he way to show - if we 
don't buy anything, that ' s a sign of strength, " and 
t hen we had the worst day we had . Then Eccles got 
sor e and the boys stepped in and just bought their 
heads off, didn' t they? Today we come out and show 
this heavy buying and the bond market - the 2-7/8 1 s 
opened up six J2d 1 s . 

This morning? 

Thi s morning . Get this thing . Las t week, Fr iday, 
t h ey come out that they di dn' t buy anything , and 
t he bond market just goes to hell . Then Eccles 
completely get s mad and he just tells t hem what t o 
do; Saturday they go i n and buy their heads off. 
Today t hey show that t hey bought 39 million and the 
bond market opens up six J2d 1 s . 

That shows something about the natural forces that 
are at work in the market, doesn ' t it? 

But - no, but it shows this. As Marriner said on 
the phone, we licked them Friday night c month ago 
at my house, but t hey didn ' t say - as he put it, 
they di dn' t know they were licked . 

Whet I mean about the natural for ces , though, i s that 
apparently a limited gr oup of men - i f we think they 
can force it down, t hey con do it. 

I thought you meant unnatural forces. 

Speaking about their description of letting the merket 
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find a natural level. 

While I think about it, I' d lilte to have the 9:30 
have l unch with me today; I'm leaving. Don't break 
any important engagements, but anybody who hasn ' t 
go t an enga gement, why, a t one o 'clock I'd be glad 
t o have you. 

You weren•t going over to Ned Bruce 's art party? 

No . 

I had planned to go over to it . 

«ell, that's a ll right. Anybody - no, I'm not going 
to it, but anybody who has an engagement - I mean this 
i s purely informal - if you wil l just l et ll·r s . Klotz 
know wno will or won't come . You (Oliphant) going 
in that gr oup? 

I' d thought about it . 

1:1lat ' s all right, tha t • s all right. Both Mrs. 
Morgentha u and I were all set yesterday to go and 
there was some m.ix-up. 

You mean to go yesterday? 

.'le were ready to go yesterday llnd accepted for 
yesterday. 

Oil. That's too bad . 

See, we accepted for yes terday. 

Hope you get to see t hose 600 pictures. 

Put it thi s way . You t wo going to Ned Bruce 's? 

I 1d planned, yes . 

Well, go ahead , it ' s a ll right . I mean if I felt ••• • • •• 

What you (llcR) glumping your head about? 

I got a neuralgia headache th.is morn.ing. 
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Better go to Dr . Swope . That ' s where I went yesterday. 

When Steve Gibbons - bow you - God, bow you like to 
f ire ! I never saw anything like it. 

Gibbons: What ' s the matter? 

K . ~ .Jr: Fire two people, have them prosecuted, sent to Jail, 
and - Kiss Roche, being a National Democratic 
Committeeman means nothing to Steve Gibbons - I 
mean Just as leave see them in jail as not. I never 
saw a man like him. 

Yr s Klo t z: He doesn't know whether you're kidding him or not. 

a .:.I.Jr: I suppose that' s t he wa,y you go in training to be tbe 
bead of Tammany Ball in New York. 

Gibbons: 

Haas : 

il .U.Jr: 

Haas : 

H.M.Jr: 

Haas: 

ll . li . Jr: 

(Hearty l oughter) 

Well, the day may come when Tammany Hall may want 
that kind of fellow. 

You know, they spoke to me about it and I said I'd 
do it if they paid a salary. They t hought that was 
stupid . I said, "The bead of Tammany Ball should 
be paid a salary, give all his time to it." 

George, this kind of thing, •Business and Price 
Situation• - i n the tutureL send a copy directly 
to Yr. Taylor, will you? Tha t kind of thing . 

Fine. 
And this chart here - first quarter, showing produc­
tion and profits; just as soon as youget another 
revised figure, will you let me have it? 

Yes. 
I don't went a nything up on the f arm, but if you 
ge t that chart - I mean if they come in any more 
than that, see? 

O.K. 
That ld.nd of stuff Taylor would like to have. 
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Fine . 

Because I- sometimes I read them 1n one week, but •• • • • • 
I think it ' s very good. My only comment i s this . I 
think he' s a l ittle bearish on America and not bearish 
enough on Europe . I don't think he takes Europe 
seriously enough and I thi nk he takes our condition 
a 11 ttle too s eriously. But out of it all I still -
I'm 80 percent in agreement with him. 

What did those standard statistics - records show 
yesterday? 

l'iell, they show t hat of t he profits - these fellows 
evaluate them end t ake a slide rule to them and take 
the seasonal out and the drouth and the f lood and rain 
and storm - t hat they are not quite up to expectations. 
But I mean by the time they get through.... But you 
compare them with the first quarter of 136 and they 
still go . •. • 

. .. . oh, way up . 

But see, t hey take out the factors of the flood and the 
rain. I mean they do an awful lot of what they call 
evaluating . 

Yes. 

It's all right . 

No•, you (llcR) have got some stuff for me t o s ign? 

No 1 I don' t . 

Yes, you have; you told me last night you bad a 
Secret Service order f or me to sign. 

Well - ah - Frank Wilson is back this morning, 
presumably, and Joe and Frank have that order. 

Well don't f all over backwards - I ' ll give you 
an appoint ment which I •on•t cancel: 11 o ' clock. 

Swell. 
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O. K. ? 

'ies, sir . 

I ' d forgotten I gave Puleston an or der at ten- a 
meeting at ten. Did you (Oliphant) - or did you 
forget that I was going t o see you at ten? 
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No, I hadn' t forgotten it . What time will you see 
me? It won't take me five minutes. 

Well, we 1 l l be through here - supposing I tell 
Clarence to come r ight before ten. (On phone) 
Tell Clarence Opper to be here at five minutes of 
ten , please . · 

You ' re all right, aren't you (Lochhead)? 

(Nods yes) 
Bank of England said quite a lot of dishoarded gold 
came out. 

'Hha t • s that? 
Bank of hngland said quite a lot of dishoarded gold 
came out on the market t here . 

oo hy is it, Archie, that you always pick the govern­
ment of countries - I mean the ones who eat the most? 

Well , Just a natural inclination, that ' s all. 

He didn't spare us either. 

What? 
As I say, something i s expected of us, so I did my 

best . 
All r ight . If you s ee Archie going into a ten course 
Chinese dinner- believe me •• • 

Well , a t least, I ' m right up the next morning. 

That ' s more than I can say . I dropped on the woyside . 

Do you know that they've got tour new attach~s at the 
Chinese Embassy Just sitting there twiddling t neir 
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thumbs and who will be assigned to the new man 
and they Just don' t give them anything to do -

1

did 
you know t hat? - includi ng a Counsellor of the 
Embassy . There ' s f our of them Just waiting for 
this new boy to come . 

I t alked to Professor Merriam . You a sked me to 
call him . 

Yes 

Be said he was very busy this week until the end 
of the week, a ai he was going to come over to see 
me . Do you went to see him before you go about that? 

I don't know . If you get something and can rough 
it out, what you ' d like to do, on one sheet ••• •• 

All right . 

Now, what be wants , what he ' d like us to do - be 
told me sort of walking out - is to give the Treasury 
viewpoint on the whole thing , whole economic picture, 
where it bits tbe Treasury - spending , and all that 
business, and everything else . 

flow, Oliphant is very much interested, of course, in 
tariffs and where the tariffs hit monopolies . I 
don't know whether that would go into t hat kind of 
a memorandU!!l or not . I don't know. llaybe •••• 

ll'ell, maybe I better t alk to him and then after 
that •••. 

I think you better talk to bim. 

What bothered me about it 
expected something on it. 
hurry . •. • . 

Well, two or three weeks . 

- I wondered when you 
If there ' s no particular 

Oh - and 1t • s flexible; I mean you c an set your date 
l ater. 
My guess is that i f we ' re going to do this t hing -
I take this angle, the angle of spending: where 
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spending will do us good and where it's doing us 
no good . And how about appro&ching it from that 
angle, . . . .. 

(Nods yes) 
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• • •• which is more or less the thing that we did­
"Selective Spending" - but Just bringing it up-to-date; 
that is, the President had that . 

Take, for example : wny did the housing thing collapse 
this spring, what do we need yet i .n the way of 
recovery? Railroads? Incidentally, I read that 
whole memorandum . We need - I mean we need a big 
agricultural crop to bring up the railroads, the 
f r eight; we need the housing to bring up the freight . 
What can we ye t get out of this lemon that hasn' t 
been s queezed out of it, and where should we s t op 
squeezing? 

O.K., I'll go over the whole thing . 

How ' s that for an approach? 

I think that ' s all right . 

What? 

I think that ' s a~l right. 

~hat· do you think, Wayne? 

(Nods approval) 

I thought yet you might want. something more specific . 

All right, but I ' m just throwing out something; you 
can play with it. 11y mind is thoroughly squeezed out . 
Now, Miss Roche •••• 

My only concern was I thought you might want it by 
the time you got back. 

No, I don't want it by the time I get back - except 
some smiles . 

lliss Roche? 
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I have a l e tter you may want t o sign, I think, before 
you go . It 's to the Pressmen's. I think it ' s been 
initialed. ~ 

Pressmen? 

Pressmen' s Union, on that change of the procedure in 
buying . The report's attached. 

There are only six initials. There are usually twelve. 

llcR : She turned ·tbem down very nicely. 

Roche: 

H .~.Jr: 

H.M.Jr: 

llcR : 

lloche: 

Thank you, Kr . McReynolds. Witness, I do sometimes 
turn them down. 

O.K. (signs letter) 

Now, you or Uac ready to report on space for that •• • • 

Well , they 1 re willing to give us a lot more space 
down there, but it would cost a lot to put it in 
shape. And the way Miss Hoche felt was tbat we ' d 
better do only tempora ry improvement there if we 
could get authority to complete the Public Health 
Administration Building down here . I ' m talking to 
Peoples this morning about the possibility of getting 
the completion of that building authorized in this 
program, and also having Procurement engineers make 
an estimate of what it would cost to improve that 
situation down there, to make it livable during the 
time that the o ther •••• Tha t is, if we can ge t the 
combination, the authorization for the completion of 
the Administration Building, where t hat stuff could 
be moved, plus temporary improvement in your quar ters 
down there so tha t it would do while tbat 1 s going on, 
I thought that would probably be tbe best thing to 
do . Doesn' t seem to be anything else available . 

Well, there's nothing that I can put my teeth into 
in what you're talking about . 

I don't think there is anything you can do, except 
when we get ln tbe fight over whether he ' s going to 
spend any money t o complete that building, you can 
help . 

That would be very helpful . 
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Well, I'm wi~ling to t ake some Congressmen down 
there whenever the committee is . I ' m wil~ing to 
take them. I 1d like to take them right after 
l unch; they'd lose it . 
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I think that ' s where I got that neuralgia headache . 
I wa s down there yesterday. 

Well , Mac, will you give it your personal interest? 

Yes 

The thing t hat impressed me the most - the first 
impression that a new employee gets of the United 
St a tes Government is tnat place - that ' s wha t that 
doc t or says - and believe me, that ' s some impression. 

Well, you ought to s ee it; it's really crowded . 
Hundred or two hundred people come in there on a 
hot day- well •••• 

Try to have something when I come back, will you? 

Yes , sir . 

Okey-doke . 

Anything else, Miss Roche? 

I .t hink that ' s all, sir. Thank you very much. 

I talAed to Mac yesterday about the practicability 
of ~ going over with Miss noche and talking to John 
Lewis about these s trikes and telling them our situa­
tion, where we have li~uor , and see if he controls it. 

And what did tfiss Roche say? 

I didn ' t tal.k to her. I say to have either she or I •..• 

No, if you - do you mind my being very frank? 

Yes. 

Will you keep out of it? 

'I he onzy thing I thought was tbat I .• •• 
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Now listen, I gave this fellow (MeR) the responsi­
bility •••• • 

Well 
1 

we talked it over af terward, and there is a 
possibility of this thing brea.king out every day 
all over the country, see? 

Well now, just •••• 

I just thought thet we might •••• 

No, no. You don't mind my being as blunt as that, 
do you? 

Vh no . 

But if you remember , they bad that same idea on the 
Coast of ~oast Guard doing something on the Pacific 
strike . 

Ub-huh. All right, it was just a t hought. 

Of course, if Mi ss "oche thinks I •m wr ong and wants 
to t ake you over there ••.• 

I don't know the situation there. 

No, if you don't mind, let this fellow handle it . 

She knows Lewis end I knOw Lewis and I know »cGredy > 

and . . ... 

If you jdst - if you don•t mind , old man, I ' d keep 
out of i t. I ' m being impolite, but that ' s whet you 
want. 

I just wanted to get your reaction. 

Well , you know rA.Y r section; I gave 1 t to you. 

I wanted a perfectly frank reaction. I didn't went 
to do it unless it would be somethi ng t hat would be 
of some s ervice . 

I wouldn't . 

No . 
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Anything else? 

O.K., nothing else . 

O.K. 
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I have a little release prepared . Peoples i s going 
to send out notices to these employees whom hels 
going to release on the l~th - some 290 or something 
like that . I have a little release prepar ed; I 
thought I 'd give it out at about the time that he 
s ends his notices out to t he employees . 

That will be in their Handbook about the first of Kay. 

Tomorrow. ~nd I thought I' d give it out tomorrow. 
Just a short release . 

Yes . Incidentall y, I want to compliment you, or 
whoever handled it, on the way that story wa s handled 
about t hose four women that were laid off. Whoever 
handled that story - the way it read and everything 
else - I was mora than pleased the way i t was handled. 

The boys found out about that, from what source I 
don ' t know, and we appealed to them to go a little 
easy . 
I thought it wa s beautifully handled, both from the 
standpoint of the Treasury and the four women. It 
could have been an awful mess . 

Yes, yes . 
Ne turned over everything to Gaston on that. 

It was beautifully handled . Do you (Gaston) know 
t hat one of those women i s the wife of a Captain 
of Police here? 

Yes, and one of the boys found tha t out. I had a 
little argument, very friendly, with a fellow on the 
Times. Be had found the name of the woman, and I 
told him he was taking a lot of chances if he printed 
i t, that I wouldn' t confirm or deny it. 

Joan was trying t o tell me a t supper that the 
Washington Herald changed bands, and she couldn't 
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quite get it straight. 
Mrs . Patt erson- I mean 
you see it? 

She read something about 
leased it or something. 

I didn ' t know about that. 
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Did 

Yes, she leased it. She is in entire control of it 
now . 

She bought the contract, Joan said . She didn't have 
it quite straight - •You know, I read it two weeks 
ago, Dad, and I can't always remember those deta ils .• 
But she bad tba t much anyway . 

Urs . Patterson gave a party here at one of the movie 
places day before yesterday, o t which there were 
several hundred women that she invited there, and 
she announced to t hem tha t she was running the 
peper without any strings now, and a sked their sug­
gestions as to what kind of a paper they wanted, and 
all tha t sort of thing. She ' s making qui te a play 
of it. 

Well, d i d she buy the paper or jus t buy the lease? 

Just bought the lea se. 

Uor e •rlearst hooey .• 

•:,bat Joan probably saw was what I started to r ead . 
It was on the editoria l page - about this Patterson 
woman and Hearst, about her connection with him, a nd 
about how marvelous he ' d been to her and all that. 
i didn't finish it. Just propaganda . 

Herbert, anything else? 

No . 

Wayne? 
After readi ng thot editorial, tha t Times thing, I 
read a couple of other things, both of which I thought 
were very interes ting. One was Krock ' s column. My 
guess on that is that that• s Baruch. 

Uh-huh. 
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Very close connection there. 

Didn't parallel Anderson at all . 

Oh yes . 
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And the other one is ~hamberlain 1 s speech yesterday -
is well wor th everybody 1 s reading: 

I r ead it . 

Yes 

Incidentally, I called up Kr . Aldrich this morning 
and told him about Anderson and he said, you know, 
that tha t was the funniest thi ng t hat had happened 
to him . Yes, he just nowled over the telephone; 
he thought tt was terrible, and was very apprecia tive 
that I called him . 

I said, 11 You know, Ur . Aldrich, I've often said 
t hat whenever you want anything done 1n \Vashington, 
you 1re t he one bank president who comes down hi m­
self; you never send somebody else . You always come 
down. You' ve followed that procedure for three 
years, and if I may be so bold as t o suggest t hat 
you continue to follow that policy... You send 
Mr . Anderson down here many more times end you'll 
lose all the friends you've got down here." 

He said, "I oan 1 t t ake it seri ous ly . I think it ' s 
t he funniest thing t hat ' s happened yet. I didn't 
know Anderson was coming down. " He said, "Anderson 
wanted to go t o Europe . To keep him out of mischief, 
I'll take him along." 

Didn't want him to go along . 

"I ' m taking my wife and two children across to the 
Cor onati on and I ' m t aking Anderson along to keep 
him out of mischief. " Hut he was so- he just 
howled over t he phone. He sa i d, "Funniest t hing I 
ever heard." 
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I told him what - didn ' t Anderson say, "I'm taking 
Mr . Aldrich with me"? 

"This is the talk." He talked like he owned the 
bank . 

So I told him - I felt better about it - I told 
him I 1d lost my temper and "so would you. " 
11 No 1 n he said, 11 I just think it 1 s funny. n 

Mrs Klotz: He (Anderson) must be losing his mind . 

H.M.Jr: That's what he said - got to have his cranium 
examined . Kust be - gotten a little large. Be 
just howled - said, •It ' s the funniest thing I 
ever heard." So it's much better to have it that 
way . Be didn't even know t ha t he was down here . 
Be would never let him come down. Be said, •It ' s 
news to me." 

Oliphant: Well , what do they keep him for? 

H.M. Jr: 

Haas: 

Oliphant: 

Roche: 

Oliphant: 

H.l.I.Jr: 

I don't know. Maybe he ' s got a contract . 

He ' s a new business man. 

Just a college professor gone wrong, George. 

Consumer counsel. 

This bill involving our paying out •25,000 - check­
ing tnrough the questi on of whether or not the 
President had vetoed it •••• 

Yes, I read it. Isn't that interesting? 

366 

Oliphant: His veto messa~e ll9d to get down there w1 thin ten 
days and there s no record either at the White House 
or a t the Capitol a s to when that veto message had 
gone down. 

H. loi . Jr: 

Oliphant: 

H.l&.Jr: 

Well, what I would do - I would give that to Mac 
and let him go over and see Forster. 

See Forster, yes. 

Let bim work it out . I wouldn' t want to send a 
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memorandum. I ' d let Mac go over and l et him 
bring it to Forster ' s attenti on, see? And be 1 s 
going over there anyway on something else . 

It ' s all here in t hat memorandum . 

I ' d give it t o Mac, see? 

I 1 m going over to see rtudolph today . 

Well, tell Rudolph you ' ve got something on blm. 

Well, be can work it out with the people down on 
the Hill, then. It ' s something that ' s really up 
to Rudolph. 

That 1 s right. 

I'll see Clarence and you right now . 

' 
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TREASURY DEPARTMENT 

INTO OI'P1C& c:ot010UHICAT10N 

...... April ~o. 1937 

Secret...,. ~th&u 

Kr. 'Sua~ 

.l Dicnt of two .lrUel .. on llual.an :rorelcn !'ra4e 

(!beaa arUolea, which nra forarded by 

Kr . Oau.naq of the lluel.an •'bu•;r, ll)Peared 
1n the lloecow DaU;r • .,. of .T'Cil;r and lfoy•'ber, 

1936, and ...... both written by .l. lloaenboh, 

l'eople ' a Ooaiuar for :fore len 'l'rade) 

fearlat 11n .. 1a aa dependant on abroad for aao.t all lh -.cb1ner;r 

end for a eondderable portion of lh euential 1n4natr1al raw -teriala. 

!be Sortet Qlion, by ita prop-u of 1n4natr1albatlon, baa now fNed 

1teelf from technical and eoonoaic dependence on other oountriee. 

llnaal.an :roretcn '1'rade 
(lp •1ll1opa of ~pld rgblee) 

Year !ot&l :roretcn hade 1 lmporte 

1913 
1930 
1931 
1935 

2,«95 
2,095 
1,916.2 

1,J7~ 
1,058·3 
1,105 

216 
1936 (flret U .,nt.ha) 

6o8.7 
5'B·7 277.9 (a) 

(a) Include• pa:rment on acooUDt for the Oh1neae ••tern l!all'II'&T 

'"ulan fore!p tra4t pol197 ..,. anbor.Un•tt4 1n t.ht wt to tbl 

1nauatr1a].1yt1u of tbl !!Ol!l!trz. 

!be pr1nolpal taaka of fore101 trade now aret 

1. !be ac~t1011 of f ore1.41a elOCIIence r .. ern• 
2. Oont1nuinc put poliOJ of ,.,.,..rune onl;r au .. tial 

.. tariale and equipaent 
J. .l14inc t.ha teolmical reoonatrv.otion of the Sonet 

-~ ~. !be ut11batlon of loiiC"ters oredita to baaten t.ha 
aohie......,.t of the uoond Uld later t.ha third flft­

'INZ plan 
5 . J'oaterinc t.ha p- polie;r of the Sortet ll'aion 

Regraded Uclassified



S.cretal'7 llorca\ba - 2 

(1) .A,omrp1•t1ou of tort1p ,w,pg "'ltD' 

In tbe paet it •• a queUon of ndnolnt; inde'btedn .. e: aow the 

tul< b the poeiU-.. one of accwmlatl.ae re•-•· 

!be r ... one for thh pol107 are: 

(a) 

(b) 

With the t:rOwth of the ar 4anger m>d of 

pr~aratione for defence the eipificance 

of a "war oheet• of &Pld and foreip ez­

chance inoreaeee oone1dera'b17. 

Bnaeia 4a1iberatel7 reetr1cte her import• 

to a ainU.. in order to anoourap eelf-

oufiioi-7. The nw.lt 1e thet the emplu 

of eJpOrte oTer 1aporto .uat reoult in the 

accwmlaUon of fonip exchm>ce. 

In 1933-1935 the fa?Orab1e balance .a. 4oo a1111on dc1larl, apart 

from another SO a1111on of &Pld and e1lnr &JpOrted. 

(a) 

('b) 
(c) 

(d) 

(e) 

(2) 

In the fUture reoetph fro• eJIPOrh will ao 

lol!lCir be needed to 11qu14ate 1nde'btedneee, 

wh1oh fell troa $1,220 a111ion in 1931 to 

t75 a1111on in 1935· 
Soae of 1 h 1Joporh will 'be on 1C~~&-tera cred1 t. 

lleoe1ph fro11 the eale of the Obineae •.tern lle11-

a7 are e t111 ob». 
JOticaable .urpluae• in the dcaeetlc prodnotlon 

of oartain -d1t1ee he-.. recentl7 •erpd. 

lloet !.11)9rtapt of o11, cold prodnoUon in the 

u. s. s. II. baa craail7 incraued. 

Meiqt•pa p( tbt PPllqz of llportW OAl.r ••a&tial• 

In ep1te of the illpro-t in the forel.p n"'""P poe1Uon, tbe 

pol107 of 1lllportinc on.l7 eeeenUale .uat be conUnua4 beosnae 

(a) !be acauwal.at1on of torel.p eli:llhanp re11r-..• i .e n11ded. 

(b) lleetrictioa of 11op0rh 1e the beet lanr for rwnalinc 

internal inob»tr1al re_e ... 

hoa 1918 to 19211 11op0rh wre 11,000 a1U1on rv.'blee . Darin& tba 

f1ret fift-Ta&T plan the7 were about the - · bllt in the Moond the7 

will be not aore than 3~ paroeDt of thet - · 
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!he third fi.,.-7MJ' plan aq wll ba &OOOlll)lhhed alllloat wUhout 
11117 illporh, the e:mepUou b&iDc tin and a few other raw -teriala . 
lla.turall7 thh c!ooea Dot u:ol"ll4a I.Jiport1Dc teabDioal i.Jmo-.atloaa or 
reMd71Dc &D7 hitah "lllliah aq ~~ppaar 1A U7 bnlaoh of the -•GilT, or 
on the b&ah of lcmc-hra credit., w.ch aa wre ooael'DOied with Ge~ 
1111d Oaechoaloftll:ia 1A 1935, ad with the UA1t.d I:1Ac4M 1A 19)6. 

(3) ~eqbft1qal Btgopatractlo9 

Foretp trade aho"clld aoU.,.l7 auht Scn1et eoouo.,- 1A tl!e tlphere 
of 1h fUrther teohnioal reconetr110Uon. 1bere lorlet teolm1qae 1eca 
Mh1Ad that of other OO'IIIltrha , 1t 1111.8t catoh 11p u l'I!Pldl.T u poeelble . 

(4) Vn·now Ort41ta 

It bae al~ baen lorlet pollCT to extcd I.Jiporh on the baah 
of lonc-tena credih 1D order to accelerate oonatr110t1oA. lla.t tw 
followiDc ..,. oonelderaUona now .,ter: 

(a) a uaat1al condition for 11.a1n« theM credih 
1a aoce .. to dplf1cant hclmical 1Dnoftt1one. 
!herefore f1Dallc1al credih are dedrable onl7 
boa oo'lllltrie• boa wb.1oh article• of sreat 
teohn1cal illportanee can be obtained. 

(b) !he coat of the credih ~Nat be reduced. Six per-­
cent 1a too h14!1>. 

(c) !he tel'lle of the credih IIUt be tor 110re thaJl 

fi•e 7MZ"•· 
(d) !he a1a 1a aot to rece1.,. b1s or 'UD.ll.ai te4 credit e. 

Io ... caau 1t bae ....., aeoeea&rT to 1Aa1at on a 
reduction 1A the a1101mt of credit offere4. 

(e) Oredih fro• -.taoturera are reJected. A caah 
b&ah 1e preferred. 

~hl'll credih at ~•d.,. ratea ha.,. ....., rejecte4, an4 old 
loua at hi&h ratea ha.,. bee repaid before the7 wre dDe. !he lorlet 
t!Aion rehMd to oarr7 on oredit aec~~~UaUone with a.a:Ju4 oo-te4 
with llr1Ueh cla1aa oonoemiDI pre-1917 deb h . A oredit acr-t wit!l 
lrl1sland on a ditfenat b&ala 1e DOW beiDI aec~~~Uate4. A f- 7MZ"• eF 
the aa:o:1.- rate paid for credit. ae II peroct, the 6.5 par-'· ad 
1A 1935 U aa 6 per-t. ..._ thie 1e ,..,,. repriad u toe h~. 
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S.aretar:r llorPDUin - -

(5) ,..., Poliq 

7oretp treAa - 'be aoUn1:r ue4 to ueht the lorlet peaoe polio;r. 

Hitherto toreiF tra4e -.. 4DIIiute4 'b)' oouluraUou ot toretp eznhenp. 

llow t here are creater poed'blllUH tor --iDe en4 tor 1Aoreaalllc 

trade and eoonoalo OOOperetlon with ulctt'bor~ oountrlae . 

!rtd.t BtWlou yUh DWerst Ooll!!trltl 

a01ted ltatee1 -

Great Jr1ta1A: -

!ra4e h U'l'elop~ eatlefaotorll;r 0C1 tb1 

bub ot tbe lorle~l- treAa acr .. -
aut ot Jul;r ll, 1935 1A which tbe thUe4 

Stat .. cnnta4 aoot-ta'I'OI'e<l.ouUoa \Nat­

act ud the Sorlet Ulllon p roahe4 to 

purobue JO ailllOD aou..r. •rth ot 

Vll1te4 Stat .. goode. .Aotuall;r, the:r 

pwchued 36 aillion. 

the treAa acre-t ot h'brvo&r7 16, 19)4 

h 'bue4 on tbe prlAclple ot gre4Dal 

equlbaUon ot tba 'balallce ot ~~~~h. 

Jrltllh laporte troa l!uola llet­

Septenller 1934 en4 Septen'ber 19)6 totalled. 

I. 51 ailliOD, e:q,orto to Sorlat Ruella 

I. 27. S aillloll. Blot llaaola allo purchaleo 

lhippi.Ac earrlceo, 'bill 'brol<erace, etc. 

trOll Oreat Jritaill 10 thet 'b)' llll'O&TT 1 , 

1936 emeoe ot ~enh 1A Br1ta1A owr 

p~..,to arhill& troa the acre-t _. 

II aill.lon pcna41. the lll'l' tra41 acreaet 

abcnr.ld tooter -tual tra41 rel&Uou. 

there hal lieu Ill aboot COIIIPl•t• UquiclaUoil 

of -•rolal 1A4e'bte4llell to 0.ftl&ll7. !he 

pNI< ot 'bill ot ·~ 1A4e'bte4llell to 

~ _. raached OD Ootoller 1, 1932 'lib• 

1t -ted to 1,100 atllioo o.~ .... a. 
It h DOw on1:r 52 ailUOD (I!Part troa the 

200 atllio• u ..... ;rear ore41t ot 1935) . Ia 

u.. lut two :rear• trade with a. ..... , hal 

ucl1Ae4. Ia 1936 lorlet e:q,orh to ~:r 

will -t to oal;r 65-70 alllloll II&I'D u 

apiaot 2t)IJ, 7 aillioD iD 19)4. 

LlquiclatiDn ot put iD4e'bt141l•••· ~t iD oalh tDr orure troa 

the 'lllllte4 ltat .. end hallce , &d the DIY IIIJ'-&Dt witb the 'lllllte4 11Ac-­

ao. otrlk1Acl:r refieot the etrcctb...UC tore~ tra41 ot the tJ. S. I. II. 

1A obieh \he toratp tra41 aoaopol;r will, ao hitherto, renaiD ooe ot the 

!ira to'llllclaUODo ot the State. 
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TREASURY DEPARTMENT 

JNTD OP'I"'C. COMMU NICATM)N 

DAn April 30, 1937, 

TO 

.oo .. 

SubJect: 

Secrot~fftbau 

Ur . RM~;b 

Ueetlnc in t he Socretar:y1 a Office, 3 P . II., l.prU 29, 1937, 

Preaent: Seeretar;y llorgentbau; Dr. l!enJnmin Andere on , 

!conoel.at of the ChAae l!at1onal :Bank; 11r. RMa. 

Dr . Arul.eraon opened t he dhcuaaion b7 ~ that "Nr;y ahortq 

he and llr. Aldrich, President of the Chaee National 'Brulk, are going t o 

!\>.rope , and rlll contact i "'Portant peopl e i n t ho fiMncl.al t1old as well 

aa i n tho p:overnmente. He thow:ht that the pruont was a TBr;y opportun.e 

tbe to make some real nroereoa in t ho IIIOnetar;y t1eld. He pointed out 

that he bad good intol"l:I&Uon which lead hi~a to belien t hat t he 0.= 

nnd I t~lian goYernaenta were now in a much more reeeptiYe mood , largel:y 

beea~e the:y r eali %od the tutilit7 of not treading along peacefUl l i nea , 

J'&l"tleularl:y in Yi.., of t he lar&e re&r!:IIL"!Mnt p.r<J6l"'U of Gre~t :Britain. 

l>r . ~ora on eald 'Obat tho world noeda in a monetar;y ft7 11 a 

three-told progrsm: 

(l) \!'he 1:aportant c01mtrha of t he world ah<Nld becoate eatab­

U ohed on a fixed gold baaio . It 11 not eo important JW!t what the b&aie 

h, but it ... t be thad. He pointed out t hat this would inatill cont1-

denee 1n count.riea in Continental !Urope. Oold w<Nlcl ret=n to the .. 

countrieo and this would aut010eticall7 take care of our gold probl ... 

With the reaultant iner~• in confi dence , he aaicl Greah4=1 a Law would 

cease to opera'•· 

(2) J.l<m« rl th this p rograa ahould go increued effort. to 

c~rr;y out Seeretar;y 1111ll'• procraa of trHdom ot trade ao that gooc!J 

c ould mon. 

(3) \l'he gold content of currencies of tho world ia t oo low 

Md !'eoulh in too gJ>eat an 011tJn>t of ~;old. 'l'hio should be limited 'b7 

increasing the gold content of currenciea or , in other worda , J'Oduciae 

the price of eold in te!'lllll ot currenciae. 

t>r. ~e!'aon said the abOYe b in brief whet he and Ur. Aldrich 

are aoln:: to aa:r to the isport..nt people tho:y moot in lurope. He ulced the 

Secret&!')' 1t 1t would be all rl.cbt it be .aid that be bad dhcu .. ..t th .. o 

mattora with t he Secretar;y of the Treaoury before ho left tor lurope. 
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The Secretary replied that Dr. J.ndoroon had not even asked hba 
no yet what hie opinions were with regard to these eubjects; and aa to 
Dr. Allderaon indicating 1n 1\.ey way that he reprnented the Secretary ot 
the TrMeury, the Secretary Mold emphatically no. l!e M-id he did not need 
1\1\Ybody to represent him there, and 1t he did, Dr . Anderson would be the 
lAat man be would select. The Secretary pointed out that since thie 
Adrlinhtr&tion CMI& into office Dr . J.nderson in his writings had conshtontly 
opposed everything t he Tree.aury h&d done; and now that the job h done, and 
"ith n 'bt!.lonced budeet 1n sight, he would not under 1\.ey circuoatancea allow 
Dr. J.nderaon i n any way to represent the Treuury Department. The Secretary 
et&ted that t his wae a tree country, &nd Dr. Anderson could .aka &nY at&t._ 
mente he wanted to oar.e, but that it there w&e the sli ghtest impreeeion 
created that he was representing or exproeoing the Yiews ot the Secretary 
of the 'l'reuury that he would l.l:ced1ahly inform the embauiu abroad. to 
the contrary. 'l'he Secretary pointed out that attar three years he hat 
finally deTeloped a Means whereby he e&n ut&blish t.aediate contact with 
the Ch&ncollor ot the Bxchequer, the ¥1nieter ot finance i n l'rance, BelgiUil , 
etc. , and they have confidence in him and he baa confidence i n the.,, 

Dr. J.nderoon aaid that the Secretary h&d aiaunderstood hi10. l!e 
d i d not intend to infer that he was aoking to repreaent the Secretary abroad. 
The Secretary asked him what he came here for i t it wee not to lay out what 
he was going to tell the people abroad. Dr. Alldereou then attempted to cite 
inatancee in which he did agree with the Administration ' s policy. lift etated 
thnt he agrood with Secretary !lull ' s reciprocal trade aereemente and with the 
Jedera l Reeerve Board' s action i n increaaing reoerve requiremento. The 
Secretary atated that he waa referring to t he activities ot t he United St&toe 
Treaoury. Then Dr. Allderoon pointed out an inetance, 1n 1934 or 1935, 'llhen 
he aweared before 80118 SeDilte comittee. Md Senator Thomas w1 tbout 8UCCOII 

..ado every effort to get him to atato that he questioned the soundness of tbt 
GovorMent c redit . 

The Secretary reminded Dr. J.nderoon that he had never attoaptod to 
' oee him when the ait1ll!.t1on wu really dltrioult. Dr. Ander son r eplied that 

he h&d atte1:10ted t o see the Secre tary before. '!'he Secret&"." eaid he could 
not recall a single inatMco. Dr. J.ndereon then aaid that at the r equeet ot 
Ur. Uor£enthau'a father he wrote a meoorandum on eaployoant which wa• oent to 
the Secretary. '!'he Secretary M-id he never rece1Te4 euch a .......,randnn, and 
stated further that hia father la very carefUl not in any .., to repreoent the 
SMretary, 

Dr. J.nderaon attempted to aaaure tho Secretary that there woe 
noth ing peraonal in any ot hie wri tinge , &nd that he w&a e:.preul.n/; b.h 
honeet opinions. The lecretary aald that the personal pert of lt wae 
iiOI:l&terial, that he waa not brportMt but the 'll'ni ted St&tea Treaoury woe . 
Dr , Anderton further stated that Wr. Stern and Wr. J'unk of the Chase !o.nk 
han cooperated w1 th the Treaeur:r. The Secretary aaid he know that and 
waa not Mld.ng &nY reference to t hea, but that hh r81l&J'ks were d irected 
entirely to Dr. J.Dderoon, the J:conoallt of the bank. 
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-COPY-

D!Bt sst OF T11B UIITEI> SU!'IS OF AIIDIC.l 

omcz OF THE TIIEAS1JRI AT'UCRI 

COSTaiS 

2 Anlllle Gabriel 
Paris, France • 

.lprU 30, 1937. 

Subl•ct: larcot.ie SeugglW - Europe· 

Since a:t last aeDOrandua, we bave our noses to tbe trail aa before. 

We laTa been gettiq a few breaks ae regards intoreera, with the reeult 

tbat we have lined up s&Teral who look aa it t hey li&JI tum out to be 

110re hi&h-powered then the aTe rage or our fOI'IIIBr ones. We were glacl to 

reeein wore! to-clq ot 11011e succeaa with regard to the aeilure oa the 

PIIESIJIDt IWIDIJIQ. We ban SeTeral things on the fire which looll: pratty 

coocl, but it 11 too ...-q to ~ &Q1t.hine: about tbell as ;yet. It would 

appear thet the carco-auggling ecle ( conceal1nc the narcotic a in 

treicbt) 1a our largest and tougbeat probl•. We are cleTotiq our at­

tention t o tla t as 1111oh aa we eonaistantl;y can wi tb keeping the other 

&IICl& {peraoaal carriara) e>OT&recl. 

llr. Wait ia bae>k troa b1a cure and looks 1111ch better. low thet 

be las retumecl, and while aw.iting Anslinger1a arrinl, I aa goilli to 

..:Ue a quicll: trip to Turke;y and Greece to see it I can get Cbr1st14aa 

into the proper groan to produce reeul ta. a. 1a wlllilli but inexpar­

iencecl, and I bope to encounc• and deTalop ld.a. 

Bast regards aa a111111a, 

Tllliii'SOI. 
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~75 

hpril 30, 1937 

Ur . Oliph~nt ' s office reported toduy t hat the letter of 
.. pril ;.6 (filed herein under dute dute) lw.d been turned over 
to Mr . Ucheynolds who will lw.ndle it personally with Kr . rorster 
... t the V. hite So<Jse. 

This lw.s to do with o. time record for veto messages of. the 
r'resi dec t . 
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'- -Jp. ~ ... ..U lootla ..... U.t * lat-. oft'w:A to 
ntan * tiOOeOO NMt .... "- I..aq, .... tllll .,_­
••u..e. t,uq -.un .. flllrtM' nat at • lat. .... --.sa 
un-tla1 dd ~- ettS..a ot Mtnsao'- uft'w:A to pqo ltJil *- ot $1,1100, WlliTIIrsp:www tilT_, ot....,. 1M ..W 
MW Nft:A u ODllafter "- *' \S. to 11M .. of tile •au JW 
JMrt:A, aa4 to rnus '- ltJil * teOO.OO wlllsll 1M !Mil ,.St WDlt. 
~ deW. *' Ills Tl• nt ,.. ttlts o ttw. 

'1'lls b-tlpUOII Tleo ~ fttt-o tllid alt ut 
rasot.,.. nrt.,.. - ot --. r- a 'fllllseJlU ...... 1M ,.....,.. 
tor poetruurut,. ...,_ tile ,._ 111111. 1I01.t ....U tllat all 
ot til- -vt-..11\!CIIIe _, _.. 'Nlaw.rt]Jr fiB4 ..tatetu U..t 
tills ,..,._ .. _, ..... fOit ]:IOlUtTTl JAUI TIT lllld - DOt b­
to ld:l .... •ll:r. HT -WI tlult ~s -.4 -lpU _.. •t 
~.....,. ... 114aiw t~oat- ot \lie taMs....,. 4spolllW 1a Ills 
tw 1 "'* ...,_,, blat •tatalaa \be\ - ot U.. _., topoetW 
1a ths 'lluk MIIWt ot Ill'. RTtlils .. ~UMIIP 1!\1111 - IUMd to pT7 
~ ot 1101t• I polUllal otttes. 1!1 t}l ODS ~loa, til-. al-
l .... l4t ru -azsd. - tlld U.ne """ _,., 11114 uw, thsir9-
fCEN, llar:A llr U• swtats ot U aUa\l""a ta so tl2' • • tills applt -

•U• ot ~ ta -- '• 

a111;w, 1\ 11 def'ta1"17 d~W2odnsd. ""'' wolf clid zea wt 
IAIIII:r rw ..,.ot•-• .. oou..wr; t~oat ,, ~• u .. ''-'- - .. 
ad_....SIIC 'bsla 1 U.. tW tand;r -u Nl1Dq111Til the otttos 
to 11o1t •• -•• 1a tbs tw-1 allf fllrtllsr that LD4;r clif 11'7 
to WDlt as - ot t'&oOO Jill' -u. tw • partot of ... ,...... 
'1'llswll ~ aft la ftnlt YlolaUOII ot - lou 160 ... 1!10 of 
tills lldtsd. not~~~ OII'Wlllll ooto, ~--~- probU.tt tilT PT7'" 
Wlfllt Ol' NMlpt ot _, IT 1a I TtlOII wltll \Ills r S'I I IMTUOII 

hi' or appota-• • • P:A.-1 .rn... !liT -u .... .wt an sat 
.,..lD tall• UIT ............... 

<*wt-.17 a1t -• M .,....._... tar appeta-t as OOUMtor; 
r.rtt.•-•• 1Ao14J IIMoUAI 1111 s-tl•WlT •-•:A "-tile I>OIIlttca 
dtell 1111 ~rou.. n ts .. " ,.,..... u..t tllla 1111 ,_ ... u.at 
all ot t1111 tae .. la tllla oaeo M n-.rttut to tbT At._., IITMftl. 

~ 311 ,I i 37 
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"JII; ...... r. uan.- ' •• Ia 

,.,_.. ..,ota\lw .-uo .ttl• ,..Wilt_.. 
n ...u - wa1uh1 .. Jllr - offW .. .-&• 
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~ • ......_, .. iS I o .., oJifOiaUw 
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I'"I:OC:RAL RES&:RVC e AHK 
OfJ N~ YOfUC 

OFFICE CORRES PONDENCE 

To CONFIDUTUI. FIT.ts 

DA T1! A 11 10.1 11UI'1. 

SueJECT,TILBPHON! COIIY!!JUl;ATIQ!L!(li!L_, 

Dl N!DBRLAIIDSCitB ~~---· r .>M 
D. :s. Caaeroo 

(Copy for Ur . Lochhead) 

I telepbooed Ill'. De long ot tbe letherl.aocla SaU ant1 n1 

connec ted a t lla~ •·•• the CODilectloo waa exb-l!!el;r poor. I told 

llr. De J on& t hat we bad a news report t bat the Dutch !qual1aat101l 

PUnd announced t bat l t had aeal n cu t ita purchasing price tor the 

dollar to 1.82 1/C guilder• (&e.86ief pe r • uil der) due to the l&r1e 

otte r lnga ot dollars and t.he t1na Lone ot s tlrl lng. I aa.1d I wa1 

caU.lnl because 1n Yi n or th.ls report •• bea1ta t ed to operate 

acatn s t b..1s order to aell fU.ildera here at M~~ poaa1bl;r contrar;r 

to his purpo11. llr. De l ong thanked ae tor calling and apolochecS 

for not cabl ln& ua. He aa i d he d i d no t wish ua t o sell cu1l ders in 

our Q&r ket unleas we could do so a t 54. 88 centa per guilder or 

bett er (54.871 net to b..la) . He aald t hat he woUld cable ua l amedia 

Kr . De lone aM :Ied to ban d.1tt1cul t;r underatandln&. but I ude 1t 

clear t hat I underatood hie 1nst ruct1onl. 

In cloalnc be repeated hla 1Aatruct1ons with reapect to 

selll n& gullde.ra t o r hla account here. 

-.......... . , I' • ' • . . (, , . 
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RB OiiAY 

Paris 

Dated April 30, 1937 

Rec ' d 3:48 p , m, 

Secretnry of St ate 

'Vashi!'lgton . 

554, ll.pnl 30, 3 p . m. (SECTIOi' ONE) 

F-101 COCJ.:RA!I , 

The C')mr:IUnique issued follo\,ing the appearance of t he 

Minl.&ter of Finance yesterday 'before the Senate Fi nance 

Conunittee i ndicates that the information given to this 

'body by tt.e l.!inister was similar to that submitted en the 

previous day to the Cham'ber Finance Committee, The state­

ment is mcde that the Senate Committee maintained its 

previous position relat ing to the 1937 budget , (The views 

of the Committee in this r espect were reported on pages 

382 

e and 9 of the Embassy's despatch 256 of January 7th 

notably that r ev'!lnue IYILS overestil:lated by at least 200 

billion f r ancs, that expenditures 11ere underestimated by 

one 'billion, that pension tund would call for an additional 

two b1ll1c,ns and furthermore that important requirements 

had 'been ove rlooked by the Government as concerned extra 

budgetary outlays , ) It is maintained that the position baa 

been still more as~ravated by additional burdens 1a1d on 

public 
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ns April 30, 3 p , m, from Paris 
SECTIOII OtiE 

public finances since the bes1nnil'l8 of the year , The 

lt i nister once more repeated that no further project of 

l aw of a nature to a~d to deficit would be considered and 

QGa1n declared that he had never envisaged any sort of a 

forced loan. Be was he said anxious to reestablish pro­

gressi vely budGetary balance , President of the Committee 

Ca1llo.u.-: e11yhasized the necosaity f o r the Government, if 

the economlc si, uation was to be restored, to adapt its 

actions to its declarations and to maintain public order, 

"lhile the e:>~act Sltuation of the Treasury and 

BULL ITT 

CSB 
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'ED A 

SECrEtary of StatE 

\'laslungton 

GRAY 

PARIS 

DatEd Apr i l 301 1937 

RECEiVEd 4 p ,n . 

5M, April 30
1 

3 p . m. ( SEC'l'I ON 'l'\'/0) , 

rEquirrmEnts arE of coursE only kn~wn to thE officials 

dirEctly concErnEd thE appro:dmatE position "at ~EsEnt 
sEE:ns to "i>E tha"= indicatEd in · 1y tElEsrao of yEstErday. 

According t o t hE Uin1stry ' s own figurEs twEnty billion 

francs wi ll bE requirEd bEtwEEn now o.;·td End of t hE yrar 

ov Er and ll~OVE budgEtary rEV!Il\\E and i n this calcul•n:j.on 

it a ppEars cErt.ain t hat rEpaymEnt in OctobEr of thE Britisb 

cr~dit of for ty million pounds has not bEE~ includEd nor 

bas nEntion bEEn lll8dE of 1oo.ne to thE railways . It i s also 

possi blE that t~E anount of thr~E billion franc s EstablishEd 

as suffici Ent to mEEt dEmands in OctobEr nET.t for rEimbursE­

r~tnt o r t~E four onE half p Er cEnt 1954 TrEasury bonds will 

provE to bE insuffic ).Ent . It LII\Y bE ExplainEd tr.at about 

nin E bl. l l!:on f rancs of t11E8E bonds arE outstanding. Tht:y 

arE rtpayablE at par in Octo~er 1937 at 103 pEr cEnt in 

OctobEr 1940 and 108 pEr cEnt i n OctobEr 1944 . Th E GovErn­

mEnt appEars to haVE calculatEd that a ,pronmatElY onE third 

(tllrt:E bil~ion francs ) will b £ prEsEntEd for rtimbUraEQEnt 
in 
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EOA - 2 - {554, A:9!'l.l 3 0, 3 , , L!, SEction tuo from Paris 

in Octo·~£;.' n o i ndicatEd a bovE , 

An o"'fl.c :..al dEnial is P\'bl:l.shEd in today• s r>rEss of 

rEpOY.'t tclllt tl:x GOVErrmE nt intEndEd t o rEorgani zE t h E 

l' a ilwnys w~ th a v~EW to talt,. ng a n activE part in t:~ E ir 

ad;l1ru.strntion, It has bEEn clai mEd that thE GovErnmEnt 

plannEd to t ransform into sharEs ita crEdi t on t h E railr~ys 

of ~5, 000, 000, 000 fra~s . ha thE ca~ital of t~ rai lnays 

rEprr.t.!::lto about 7 , OOO, OOO, OOO franc s thE statE undEr thE 

ci·cunota:lcEa wo-,·~·~ ir~··Edint£l y bEcoaE holrlEr of thE 

r lB. jor~. ty of t:1E sh arEs ( ab 'lut 3~) , 

Peri s ExcllB.n:; E r~l'!tct today ra tr..Er ( :; ) but jumpy Vlith 

no i l.l!)Ort-':lt ( ·:<1, Dollar l'Ecover :· f13 ns SoviEt salEs ·.;hErEvf 

lE t \\p , P.:ssi:nistic nE\98 rEcE" vEd froo London on o ·:• c " al 

disapyol.nt.•Ent ovEr initial rECE'ltion givEn dEfEnsE l oan 

and ~n rE~nrd to dif~ioul tiE s or brokEragE housEs , FrEnch 

rtntta and sharEs arE, nEv£:-t' E~.Ess , a li':tlE ·~p fro;a 

ytstEr ea;. 

CSB 

( l:· ) Ol:t::~iasions 

... !'\: t 

·' 
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P.AJW>HRASl OF TELI:GIW.I RECEIVED 

rROLI: American Embassy , Paris , France 

DATE: April 30 , 1927, 6 p .m. 

NO.: 558 

FROLI COCHRAN • 

386 

Last night at the Embassy dinner I bad the orivilege 

of talking with Auriol, Rist and Rueff. Auriol told me 

that Caillaux had been quite tired, and at the session 

of the Senate Finance Committee he had not ~bjected 

him t o any severe examination. There will be no further 

'devaluation of the f r anc , AUriol said. However, he 

did make a r emark which hinted that France may seek 

consultations with Great Britain and the United States 

with a view to widening the f luctuation limite of t he 

French franc . If I interpret hie meaning correctly, this 

naturally ar ouees suspicion as to hie own confidence 

in France ' s ability to avoid franc depreciation below 

the lower limit fixed october 1 by the monetary law. 

I was told by Auriol that he had informed t he 

Committee members that it i s· out of the quest ion to 

stabilize the franc now in view of the wide fluctuations 

at pres ent qn the world' s exchange marlr:ete. The three 

offici&ls aentione4 above gave t he iepreseion that they 

were in harmony on• the operation a of the exchange stabilisa­

tion fund of ll'r&lloe. ,. 
BULLIT'l' . 

J:A:Lft 

Regraded Uclassified



PAR.U>BRASI Of SIO'l'IOI TWO OJ TELJ:G!Wt IO. 558 of 
April 30, 1937, fro. Paris. 

387 

It· &leo appearecl that there waa no truth in the rwaore 

of pr oapeot1Te resignation~ troa the Oa.m1ttee. 

Very little new inforaation wae added by Riat to 

what I have already paeeed on to you froa time to t111e. 

Koet of all he i1 concerned leet there may be euoh a 

sharp oheok in world pricee that a setback will actually 

be suffered b)' reoOYery. Riet is in favor of higher 

world prices, considering the iaportant gold stooll:s and 

production. He insists that the only worrr to rrance 

would be in the STant that her prioes are ahead of world 

prices. 

Rist expressed the hope that there may be a lowering 

of trade barriers eo that countries whioh do not have 

important aonetary reser..-ee may accu.ul&td foreign ex­

change froa profitable cnamerce, and oonvert t his foreign 

exchange into gold, thus effecting a better distribution 

ot world stooke of gold. I wae questioned by Riet ae 

to whether our oountry and Great Britain had reaohed 

an agreeaent on a oampaign for lowering price1; I ineieted 

tbat there ha4 been no such acreeaBQt. 

The AahaleadOr waa told b)' Auriol and Spinaaae that 

they were ent1ral)' certain that in the long run rranoe oould 

not hold out UDder the financial burden which the new 1001&1 

lawa and. ailitary budget i~~poeed on it. 'l'here would ill 

the lon& run be illtern&l ooll&ple if an IUIOord wee not 

re~U~he4 
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-a-

reaohe4 on 11a1 ~a1i1on of &rlll&llen~e. !hey feU confident, 

the told the Aab&uador, tha~ ~he GoYernaen~ could IIUl'IIOUD~ 
~ 

i~s financial difficultiee until June or July, and they 

believed that the GoYernaent could hold out until Fall of 

thie year . 

J:liD MISSlGJ:. 

BULLIU. 

U:Lft 
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MJD 

Secretary of State, 

Washingt on, 

559, April 30, 7 P• ~ . 

FRO!~ COCHR.:.N. 

GRAY 

Paris 

Dated April 30, 1937, 

Reo•d . 9 :45 p, m, 

389 

Reference Department ' s 191 , April 29, 3 p . m. Leaving 

Paris Saturday night for Basol where B. I. S. has monthly 

annual meet ings on Saturday and Monday , Shal l pr oceed from 

Basel di r ectly to Geneva Tuesday 4th. 

I am cabling s~~ary of B. I . s. annual report from 

Paris tomorrow, An account of the B, I, S, meetings will be 

mailed fro~ Basel or Geneva for coding to Paris. 

CSB 
BULL ITT 
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Secretary of State, 

Washington . 

254, April 30, 5 p ,m. 

GRM 

London 

Dated April 30, 1937. 

Reo ' d 12 :50 p .m. 

FOR TREASUR! FROU BUTTERWORTII. 

London stock market bas continued to absorb satis-

factor1ly the inevitable selling and the strength • ith 

which Wall Street opened did muo4Jto preserve confidence 

thnt the worst was passed. At the same time i n stitution•! 

buying became very noticeable this afternoon. There is a 

general feeling of relief that the week is closing in 

this manner. 

BIIiGRAli 

KLP 
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Socrotnry of State 

~·/a shingt on 

May 1, 11 a . m. 

oru.Y 

Bombay 

Dotod Hay 1 , 1937 

Roo 1 d 6 :1!3 a , EJ , 

FOR Tim SECRJ:.'T.'.RY OF TRr.: TRE.'. ~URY . 

Silver no.rkot. ho.s not boon nffoc t &c by tho cr1eie 

in other marlcets and rulod steady during t ho woolc, 

Roady opened a t rupoos 52- 15 per 100 tol na and doolinod 

to 52-1~. a t t:~o oloso . Stocks on 'w.nd nbout 33,C•C'O 

bars nri off t.nlco ho.s improved to cbout 140 bo.rs daily, 

I:aports during tho week 29 bo.rs nr.d ahipmont roportAd 

from London valued at 6 1000 pounds , 

During tho early part gold market was onsy in 

sympat hy \·d. th dollar but booamo wonk on news of bill 

presented to Con~oss to lini t price of foreign eold 

to $ 25 , Tho price of ready doolinod to os lon os 

rupees 34- 3 - 6 per tela thoucb closing at 34- 9- 6, 

''t:. TEit'-~:.N 

CSB 

391 
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